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October 30, 1987

MEMORANDUM

TO : USAID/Bolivia Director, Reginald G. Vanraalte
. M. L olh ”
FROM : RIG/A/T, goinag@ N. GotRard, Jr.

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 Function. 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 requires no further action.

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



EXECUTIVE SUMMARY

USAID/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 responsiole for commodity and construction services.

USAID/Bolivia had the authority to execute commoaity and construction
contracts under $100,000 and technical service contracts under $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 USAID/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 procurcment
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
Educarion 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.

The audit showed ¢hat competition for contracts had occasionally been
curtailed to the detriment of AID's best interests; unreascnably 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. Additicnally,
procurement personnel were not adequately rrained to perfom procurement
functions,

AID  contracting policy requires formally advertised  procedures  or
competitive nepotiation, However, these  procedures were not  always
folltowed 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 the need to
advertise for competitive offers; the reasonableness of  vendor price
quotations was not verified; procurement plans were not  prepared;



procurement functions were not properly separated; ancd procurement
personnel were inadequately rtrained. Consequently, about $115,000 had
been spent unnecessarily for commodities under the projects we reviewed.
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 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
provided to procurement personnel. The Mission has implemented the
recommendation and it is closed upca issuance of this report.
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AUDIT OF
USAID/BOLIVIA'S
PROCUREMENT FUNCTION

PART 1 - INTRODUCT[ON

A, Background

ASAID/Bol via had responsibility for providing technical ‘assistance for
host country contracts and for implementing direct AID contracts for a
program portfolio valued atv $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 execuie commodity and construction
contracts under $100,000 and technical service cont racts under $250,000,
Contracts under $25,000 could be procured on a non-competitive basis;
prior to April 1, 1984, ‘e limit was $100, 000,

B. Audit Objectives and Scope

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 ahout $600,000 for calendar year
1984 and through May 1985. Our review of this management function was an
integral part of our audit of USAID/Bolivia's reactivated projects (see
Auwdit - Report  No. 1-511-86-09, February 28, 1986).  However, the
procurement issue was excerpted fraun that report hecause of a concurrent
Inspector General criminal investigation into USAID/Bolivia's procurement
function. Since that Investigation has heen completed, our findings can
now be presented in this report.

Procurement files at both the Mission and Government of Bolivia offices
were examined, and interviews were held with USAID/Bolivia and  host
country personnel,  Additionally, cost comparisons of several comnodities
were obtained from various vendors located in Miami, Florida, Internal
comrols were examined as they pertained to procurement,  The andit was
made in accordance with generally accepred government audiving 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 I1, 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.

The 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
funcrion did not lend itself to a proper separation of duties hetween 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 recommended that the procurement function be
made the responsibility of the Mission Fxecutive Officer instead of the
Project Development and Implementation Officer, and that training be
provided to procurement personnel.
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Findings and Recommendations

Competition for Contracts Was Limited

contracting policy requires formally advertised procedures or

competitive negotiation, However, these procedures were not always
followed because the Missicn'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 the need to
advertise for competitive offers; the reasonableness of vendor price
quotations was not verified; procurement plans were not prepared;
procurement functions were not properly separated; and procurement
personnel were inadequately trained. Consequently, about $115,000 had
been spent unnecessarily for commodities under the projects we reviewed.

Recommendation No., 1

We recommend that USAID/Bolivia obtain maximmm feasible competition under

its

a)

h)

c)

R)

procurement actions by issuing a Mission Order that will require:

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;

combining procurement actions wherever feasib.c to obtain competitive
bids and the best available commodities at the lowest available
prices;

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 costs-per-unit;

refraining from the practice of splitting purchases;

formulating and implementing procurement plans and using the plans to
make volume purchases;

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

appropriate training for procurement personnel,

Discussion

It is AID policy to formally advertise contracting opportunitics where
practicable or, if not praciicahle, to use competitiv.: negotiation.
Formal advertising requires: (1) preparing invitations for bids, (ii)



advertising invitations for bids in the Commerce Business Daily, 1/ (iii)
submission of properly completed bids by prospective contraciors, and
(iv) awarding the contract to the lowest responsive bidder. Competitive
negotiation is a  procurement action carried out without formai
advertising. Under the latter format, requests for price quotations 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 quotations were required 1o be advertised in the
Commerce Business DNaily. Current regulations require that AID direct
contracts in excess of $25,000 be advertised. In the case of host
coumry comracts, (procurement actions ultimately funded by AID but
carried out hy non-AID personnel) advertising is required in the AID
IExport Opportunities Bulletin for purchases over $25,000, and in the
Commerce Business Daily for purchases over $100,000,

USAID/Bolivia's  procurement  system  did  not  adhere to prescribed
procurcement practices and lacked effective imernal controls to ensure
that prices were competitive. Examples of factors limiting competition
and weak internal controls follow.

Price  Ouotations - Competition was  often limited to pre-selected
vendors.  USAID/Bolivia solicited bids fron only three vendors, whose
selecrion was based on past experience.  Federal Acquisition Regulation
13,106 states:

Contracting officers shall not limit solicitations to
suppliers of well known and widely distributed makes
or brands, nor shall quotations be solicited on a
personal preference basis,

Frice Reasonableness - USAID/Bolivia could better ensure reasonableness
in commadity prices by making price analyses from independent  sources.
Mission procedures consisted of obtaining price aiotations onlv from the
pre-selected  vendors.  Soliciving price quotations is acceptable only
when  the  requests for quotations are widely  Jdisseminated 16 ensure
maxamn competivion (e.g, throngh the AID Export Opportunities Bulletin
or Commerce Business Dally). By using presclected vendors' prices for
canparison,  there  was  no  assurance  that  the  prices (i) were
represemtative of available marker prices or (b) than there had not been
collusion among the preselecred vendors 1o "rig" price quotmions,  Other
viable options, as recommended in Federal Acquisition Repularion 16, 805-2
and Federal Procurement Regular.on 1-3,807-2 fnchde:

Camparing prices ser fornth an puhlished lisis of price quotattons
ohtwined  on a0 camperitive  basts (Federal  Supply  Schedales)  or
published  market  prices  of  commoditfes  Ctride  Journals and
newspapers )

O c——— s

1/ dhe Commerce Bmaness g by s a publication whoae pirpose is 1o

T pdentify Feslerally funded contracting sl subcom racting
opportunities,  Alvertisements can be entered o oany Bepartmem of
Camnerce ol fhce, and complimentary  sobscriptions are avatlable m
Governmen of f1ces,



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

-- Applying cest-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, AID Missions were authorized to negotiate
contracts up to $100,000 on a non-competitive basis. After April 1904,
the threshold was lowered 1o $25,000. The audit showed that
USAID/Bolivia purchased mumerous vehicles and other equipment on the same
day or within a period of a few days under 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 obviously 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 procedures at USALD/Bolivia were not
based on adequate procurement  plans to ensure volume purchasing.
Effective planning would take advantage of grouping similar items 1o take
advantage of economies of scale, volume discounts, etc. and obtain lower
prices. However, USAID/Bolivia did not have a procurement plan to
consolidate required items. Federal Acquisition Regulations (FAR 7.101)
define acquisition planning as the:

...process by which the efforts of all personnel
responsible for an acquisition are coordinated and
integrated through a competitive plan for fulfilling
needs in a timely manner and av a reasocnable cost., It
includes developing the overall strategy for managing
the acquisition,

A list of needed supplies and anticipated costs should be prepared as the
project is desipgned, but  refinements are required as  circumstances
warrant.,  ‘mce requirements  have  been  defined, the Federal  Supply
Schedule can be used to obtain comnonly used supplies and services at
prices offered for volume buying,  The General Services Administration
Federal Supply Schedules contaln the information necessary for placing
orders,

Procurement Functions Were Not vroperly Separated = The transfer of same
procurement  responsibiiTtlies from the Executive Office 10 the Project
Bevelopment  and  Implementation Office weakened the Mission's internal
comrols over procurement procedures,  Since the project Development and
Implesmentation fficer  was  dnvolved  in the  preparation  of  project
requirements and alsoe procurement functlons, there was oo separation of
duties botween fdentifiying requirements and ordering matertals,  Under




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 lecarned 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 absence of competition in USAID/Bolivia procuremenmt practices.

AID Handbook 19 Appendix ID, 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 USAID/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 commulities 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 presemts the price comparisons. For example, $2,905 was spent on
hypalermic needles which could have been purchased for $58.

As our report and a subsequent  Inspector General investigation which
resulted in the arrest and conviction of a USAID/Bolivia FSN employee
have demonstrated, the Mission's internal controls ovec its procurement
function were secriously deficient, In statements made in a Federal
court, the employee was accused of having received more than $250,000 in
"kickbacks" resulting from the award of over $2 million in USAID/Bolivia
procurement actions.  The amount of these "kickbacks," combined with the
degree of price inflation suggested by our price comparisons, indicate
that Mission procurement inadequacies led to the unnecessary expenditures
of many hundreds of thousands of dollars appropriated by the Congress for
foreign assistance 1o Bolivia., The recommended Mission Order would help
establish an appropriate sysvem,

Management Comment s

The former Mission Ditector responded to our pretiminary findings by
defending Mission practices and staving that R1G auditors had "1ess than
adequate’ understanding  of  AID procurement  (see  Appendix  A),
Nevertheless, following the indictments, USAID/Bolivia adhered o our
recommendations, Locat  Order  11-1, revised on December 1, 1986,
specifically addresses most of  the recommendations in the following
manner,  Mission comments on the drafv report are included as Appendix B,

Recommendat lon [hn) - USAID/Bolivia agreed and took actions to obtaln
maximm competition,  Revised local Order 1i-1 states that

-0 =
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For amounts between US$25,000 and US$100,000. Procurements are
advertised and a Request for Proposal or an Invitation for Bid
is issued to the maximum 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 AID
bulletins, (Invitations for Bid are published in the
AID-Financed Export Opportunity Bulletin and Remests for
Proposal are published in the AID Procurement Information
Bulletin).

For amounts up to 1IS$25,000. Purchase orders may be used. All
comnodity procurements, whether direct or lbst Country, over
US$25,000 reauire advertising in AID Export Opportunity
Bulletins.

Purchases not  over US$1,000, These purchases mway be made
without securing competitive quotations if the contracting
officer considers the price to be reasonable,

Purchases over US$1,000, Quotations are solicited from a
reasonable  pumber of sources, Quatations miay be solicited
orally or 1n writing,

Reconmendation 1(b) - USAID/Bolivia agreed and stated that procurement
actions would be combined whenever feasible to obtain the most economical
price. USAID/Bolivia stated that this issue was not addressed in a local
order but was incorporated in their internal division level cperations,

Recoomendation 1(c) - USAID/Bolivia agreed and took actions to verify
prive reasonableness,  USAID/Bolivia stated that since October 1986, the
Executive Office Procurement Division has:

1o Expanded  its sourcing  library thereby  providing  better
ready access to currert prices,

2. Extended requests for proposals to more vendors inclhwding a
wider representation of geographical aveas in the U.S, amd
in Bolivia,

3. Provided tougher and closer analyses of costs in the bids
to get the lowest prices,

4, Made extensive use of a pewly nstalled telex to get
ofticial quotes in print rather than hy phone,



USAID/Dolivia did not address the issue in a Mission Order because it
felt the mechanics of its internal procurement division operations should
not be th subject of a Mission Order,

Recommend tion 1(d) - USAID/Bolivia agreed and  stated that  since
September 1986, the practice of splitting purchases of jtems has been
eliminate | Furthemore, local order 11-1  states  that "Contracting
Officers and the Competition advocate (Deputy Mission Director) assure
vl this rule (Competition in contracting) amd guard apainst
acterns that waive or circumvent the intept of competition,"

]

Recomre daticn 1(e) - USAID/Bolivia agreed and stated chat procurement
plane ld” be fomulated and implemented,  The Mission further stated
that local order 11-1, page 8 states: "WIo o Procurement of Commodities,
When  ommodities,  supplies  or materials  are  key factors in  the
imple tation of o project, a detarled procurement  plan should be
fomu’aved as an Annex to the Project Paper,  TProject managers should
share  tiese plans with Pxecutive Office/Procurement  at  the carliest
possibl o stape of project development,

At the last two quatterly reviews, Pxecutive Offirce/Procurement Division
reque t 0 that a1l project managers  sabmit commadity  and service
procur «on  plans an connectron Wwith aeplesentation activities tor major
HSATD: fed }!l(lil‘( e,

Reca v datron  10E) = EATD Bohivia apreed  to place  procutement
Tewp  abibites I an offce pot connected with project development or
tple.  tation,  Ghe Misston's Local Notices 1472 amd 1503 of September
K, 1% 5 and December 10, 1986 pave  the  bxecutive  Officer {ull
resparse bty tor all arteas of procugemeat,

Recons  atton 1) = USATD Bolivia agreed  to provide  appropriste

tratms tol procutement personnel,  The Mission provided edaeples of
trainiy o follows:

Ino Vorch 19K6, o Contrtac iy Specralist attended  the federa)
A aUon Bepulation conrase n ALR/w, Tn June of 1Y9RG thiee
pProcut pent apents wele given on-the-job tratmng by M, Hens
Fany o o procatesent spectalist fron The Amctrcan Manutacturers
Fapo t Gronp (AMLG), In July JUK6, the Ixecntive Off joed
atten ! the Fedegal Aamsition NRepulation  conpeaee, In
Septe ber  JokG6, M, Reobert Nane Horne,  the ROMY Goatenalas
provided tratnim to the thive procutesent apents,  n febiuagy
1UKT, the (et of the Procutement bivisaot, travelled to ROCAP
amd USAITD Caatermala tor Two ek tralning, In Geptemiw
JOKT, My, Pt h hevinan, Chyed o the  Procutement
Mviston/1X0, will travel to ALK for the Tederal Acguisition
Repulation course, (b deputy for commod 10y matagp etsent wl )l
be  nominated  for this coutse an FY-HHE) AMIG 3 being
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contracted 1o provide 1wo management audits of USAID/B's
procurement operations. In Novembor/December, the AMEG will
also provide some on-the-job training.

Office of Inspector General Comments

The recommendation is closed based on the actions reported by new
USAID/Bolivia management. However, RIG/A/T plans to follow up on the
Mission's procurement practices to ensure they are being adhered to.



B. COMPLIANCE AND INTERNAL CONTROLS

-

i. 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 requirements; (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 betwsen the identification and
acquisition of procurement requirements. The Project Development and
Implementation officer was involved in both the prcparation of project
requirements and procurement,

- 10 -
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USAID/BOLIVIA
SPLIT PURCHASES
Purchase Date of Purchase PI0O/C
Order Date PIO/Cr Order No.
03/26/84 03/13/84 055-1/84 40032
03/26/84 03/13/84 055-1/84 40032
03/26/84 03/13/84 055-1/84 40032
03/26/84 03/13/84 055-1/84 40004, 03
03/26/84 03/19/84 SNC-2/84 40004.03
03/26/84 03/19/84 SNC-2/84  40004.03
03/26/84 03/19/84 SNC-2/84 40004.03
03/26/84 03/19/84 Codeor 40004, 03
03/26/84 03/19/84 6/84 40004.03
03/26/84 03/19/84  Fenacre 40004.03
03/26/84 03/19/84 17/84 40004, 03
04/05/84 03/30/84 11/84 40004, 34
04/05/84 03/30/84 11/84 40004, 34
04/05/84 03/30/84 11/84 40004, 34
04/05/84 03/30/84 11/84 40004, 34
04/05/84 03/30/84 11/84 40004, 34
04/03/84 04/03/84 581-MD 40004, 35
04/03/84 04/03/84 17/84 40004, 35
04/03/84 04/03/84 17/84 40004, 35
04/03/84 N4/03/84 17/84 40004, 35
06/22/84 06/06/84 057-4/84 40067
06/22/84 06/05/84 057-4/84 40067
06/22/84 06/06/84 057-4/84 40067
06/22/84 06/06/84 057-4/84 40067
06/22/84 06/06/84 057-4/84 40067
06/22/84 06/06/84 057-4/84 40067
06/11/84 06/11/84 059-1/84 40463
06/11/84 06/11/84 059-1/84 40463
06/11/84 06/11/84 059-1/84 40463
Toral

1/ Small Fammer Organization
2/ Disaster Recovery Program

3/ Rural Fducation 1T

4/ Mgriculture Secror I1

* Project Implementation Order/Commadities

EXHIBIT

Amount Purchase
$ 15,829 Ford Bronco 11
15,829  Ford Bronco 11
15,242  Ford F-150
15,319  Ford Bronco 11
15,319  TFord Bronco Il
14,731  Ford F-150
14,731  Ford F-150
14,775  Ford F-150 4x4
14,775  Ford F-150 4x4
15,313  Ford Bronco 11
15,313 Ford Bronco I
3167,176
14,805 Ford Bronco 11
14,805 TFord Bronco 11
14,805  Ford Bronco 11
14,805  Ford Bronco 1I
14,805  Ford Bronco II
16,502  Ford F-150
15,431  Ford F-150
16,502  Ford F-150
16,502  Ford F-150
$178,967
14,847  Ford Pick-up F-150
14,847 Ford Pick-up F-150
14,847  Ford Pick-up F-150
14,847  Ford Pick-up F-130
14,847  Ford Pick-up F-150
14,847  Ford Pick-up F-150
17,474 Ford Pick-up F-230
19,544 Chevy Suburban
19,544 Chevy Suburban
1A%, 677
$451,782
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EXHIBIT 2

Page 1 of 3
AUDIT OF PROCURFMINT FUNCTIONS
USAID/BOLIVIA
VEHICLES FOB Miami Prices
Amounts Actually
Paid by Prices Verified
ITEM USAID/Bolivia Through Audir Diseconomies

(1) 1985 Ford Ranger
4x4 Pick-up Truck
10 each at $8,563
Invuice 0018 $ 85,630 $ 80,650 $ 4,980

(2) 1984 Ford Bronco II
4x4 6 cylinder
4 each at $13,063
Invoices 1027, 1059,
1060, and 1013 52,252 48,0068 4,184

(3) 1984 Ford F-250
Truck 4x4 Heavy Dury
Super Cab 1 cach at
$15,790 Invoice 1034 15,790 13,322 2,468

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

(5) 1984 Ford Bronco 11
4x4 Air Cond with winch
3 cach ar $14,880
Invoice 1057, 1058, and
1061 44,640 37,956 0,084

(6) 1985 Ford Bronco
AxA
1 each ar $12,3606
Invoice 10069 12, 366 12,017 349

(7) 1984 Ford F150 Truck
4x4
6 cach ar $12,745
Invoice 76,470 05,108 11,362

(8) 1985 Ford Wropco
x4
1 each ar $12,192
Involce 7497 12,192 12,017 175



EXHIRIT 2

age O
Amounts Acrually
Paid by Prices Verified
ITRM USAID/Bolivia Through Audir Diseconomies

(9) 1985 Ford F-250
4x4 8 cylinder
2 each ar $13,179
1 each ar $13,829
1 each at $12,392
1 each ar $12,092
Invoice 7-5641 64,671 62,550 2,121

(10) 1985 Ford Bronco 11
4x4 6 cylinder
2 each ar $12,900
Invoice 7-564) 25,800 24,034 1,766

(11) 1985 Ford F-150
Pick-up
4x2 6 cylinder

1 each ar $10,467 10,467 8,967 1,500
Sub-toral $ 434,788 $ 393,065 $ 41,723

MEDICAL SUPPLIES
(15} Oral Thermomerer

144 each arv $4.18 $ 602 $ 144 $ 158
(16)  Hypwlermic Syringe

Setr of 2cc. Scc.

10cc, 20cc.

144 each av $6,R) 980 378 002

(17) Hypadermic Needles
Stainless Stee] 18-2"
20-1"" 20-1/2" and 19-3/4"
7 Boxes of 36 unlts of
each size at $415/box 2,905 58 2,847

(18)  Surgical Scissors
10 Scissors ecacl seq
7 sets at $890 6,230 840 5,390

(19)  Surgical Cripe,
dented
? LS T | ‘0"?‘, ("RS.‘ H’(’ ""”‘

(20) Scale Mysician's
(Iha, £ Kgs.) .
7 cach at $1,040 11,543 1,305 10,174



EXHmry 2
ape 3o

Amounts Actually

Paid by Prices Verified

ITIM USAID/Bolivia Through Audit Diseconomies
(21) Portable Sterilizer
7 each ar $1,488 10,416 1,750 R, 00t
Subtotal $ 39,529 $ 5,375 $ 34,154

nenasnoan SUsIeEERs Azammuna

PVC PIPE
3/4'"-11, 480" ar 148 per fr, ¢ 1,699 $ 1,349 $ Y50
3/4"-39,360' ar .177 per ft, 6,967 4,625 2,3
1''-41, 000" at .191 per fr. 7,831 7,105 6
1"-39, 360" at . 284 per fr. 11,178 6,82 (1"
1 1/72"-37,700" ar . 209 per fr, 11,272 10,548 RS
1 1/2"-39,360" ar 627 per fur, 24,679 11,0)% LY, ot
2"-16, 400" A AR per fr. 7,347 6,156 foaa
2"-4,920" at o0 per fr, 1,407 RN )
Sub-total $ 75,440 $ 49,40 $ 25,07k

MISCELIANEOUS

Singer Sewing Machine

Manual W/pedal

ABEEEaANEw

LA RETE ¥

¥BI3433aa

2B each ar $205 8,260 1,33 3.09°
Singer Sewing Machine
Electiric 220V 50N
4 each ar $770 10, 780 1,50 0
Sub-total $ 19,010 $ 5,839 $ 13,20
BRABBEIGF SBLiErzaARS L Y .
TOTALS $ 508,707 $ 153,74 $115,0%4

LI EET 2 F I

BIFIIIGH

23333338
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e Jdigsion circl v gt a3 ngceh QCoCUCrtent a8 poadioale aader ALD Jdiroeot
SANLCACE S rathuer Loy ot Countr s 2t cactg an ocder to exprdite pPro et
laolanenttiog,  Ine declsion to Jo S0 Wit ady Judplte the INNSC 2nt
Soaplications iavolvad ia peocacingg aaduee Uas diceot COAtrdcting requlationg,
P10 dackstopping avallanl: to tae Jdlssion Leow SEA/20M was Liamited to
LALE 2 JU At Eedopaaae conversationi., 4o Ala Comaoatty procacenmsat apecialiat
Y8 addigoed to tae gouth Agmecica ceqion,  All of tne avove aeant tiat the
1u5100'd local procurement atacr, 4ica, following thu retirensat of o
lonj=Rine Alsiion enployee in L9431, conuiited of only one individaal, @aiy
Wer=-oucr-tend,

Ven taln Sitgatiton, the Arision Lok sevecal Slupd o expadits procure neat
ACLLIOAGY e MIEIA g an AID reticee a8 a PIC for three dqontng to expedite
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Selabnbl oo Coatalta o Jiug 1 Il dobavia, alaer Soata ater o,
S RNTE e, av ) Lo gt g St yte .,

PEACLLET Daateloas b any dinaiay can always oo taproszed, and, alth g 1V cae
Tasion . wlrcaly apjeaias gty eoCde sment Ccapantlities s pitlcantly, tays
Vi Uie 2 uae 0y Uy SR Aty e ufeaeat Lol tlay it n Uanl d/asiisia (g
Ahaaple b o acateeat planaan gy, Lagedog  Coanddit g arocugenc it 1% ale s 1y
(TS S I M N S TR I A N R T T I T Y Y AL ogatath s,

Mhatata e Fandiags gl decamaentaty s,

Voo Qluada b gouaninaniliny A Rl DE S gt aatters U Ui va Catiee
BN AN

T I T S L O Y I K IRy ¥ U LR L T R T I RN O I VWY SV g RIS DN S
,,‘j.;!‘l.tlj(/ [EEEEEVY AT AT B ST T A O IPRLE |

A el s Al g e pgata)

b T 2t s s hab LS s aol ddated g L matl agpafapgiac;
R T RTTTN B

S ottt e vl jgate fatagaad R Y VT U RN |

LT B R T A ST ALY | AU ba bRt al gy fava al g ot
HE R DEIRY B B RF I

Pa Wp= i sy Laen 4.4 A JE ey, PSS YR U T S IO TP Y | NI L TR T
. B3 AU S A e . SRS
P s Bl A ral b e e \ N 24y Lb v

et
4ot

{ t MY .52 L3N byt R LISEC T ETY S SUI T SO 1 I X X I BRSNS
IR} i Lalgti oy g ' [ ] LR ALY i
p i : UEITIELEYEANEE ) [FR] A3 ntefrAagsl Carat .




APPENDIX A

Page 3 of 172
)=

In addition to his/her knowledge of ALD direct contracting rule
Contracts

practices

Hhy Lone
Officrrs (CO5) may be familiar with pProject commadity procurement
(our current LX0 i4), but this is not necesarily always the case,
nor Jdoes o Misgion's Contracts Officer always have the tine to devote t
supervising project procurement in addition to his/het
duties,

\)
suternal sdminiscoat jve

todwct devielopment officers mast be familiag with Al procuremesnt regulations
and gomnodity RLQCUILnent pracricus Lo Jo thelr project design work waell and

L backston project implementation,  PDOs 1n ANY Miasjon
axpertide 1n this and other project

Ale 3 L0urce of

implementat fon procedures, and are looked
L2 g Droject manaaer tor advice on ALD rules and tequlations,

Mandgement s decinion to place USAID/Z1olivia's commodity procuterert functyon
N POML war baned on the debtre to consol 5ot i1l hut Gae progece
backstopping tunction (direct contractinyg for segvices) in one stafl
and ta Kaep the Bathatapping for both host country and AID digect conatiny
procdrerent yn one uffjce, With the eaception of ditect contracting fog
BeIVIC L, e DN et v e S & O PRI PN o Primaty fanction, s utag:.
boshioute *eagen Lo )iatpes,

i bace,

YL SIUNE N I IR S | coantiagl oand J\]t‘-!u.‘l(v' RV Rt A0 -1 TUT SRS PO ST DI SRy cHSul el Lo ‘.:.l.’gn|

lc‘uw-ulu',' plocateentl fespnginilities on 104, ltegnal conteal 418 en<gped
Laladne Ul DM O f foe diien naot ratiade Mission nrodects,  Finai
|7h‘,n111;.7,ﬂl\m Dl corwmyiity e [ aldi3 8] ::n-l 51.;5;1[1';311‘"\1 18 the
bacdenizl et b ity ol wavt; et BAtiadel  aut fids ey Countedpatts,  Actudal

Ptehasing {undel Qifect €untEacts) 31s the tesjputinibility of POl whijon
Plordbdes o Setviie Lo tha HERITCRETY 3 SE TR

Pit o wi ot pPtojedt tanajeta wagw,®

Phe Caiitetit jan fejatdyn g jsttent ja; toebfailts Gl jatefent ouh e fratt ol U

I e WAF) At the {roject
- TR . . . \ . . -

L 13 the #Dus Jol o chsuto dufin e ftogeot
debidh e ss tiat (;‘u.ﬁ-hnllly al-r.';_tici!hu'm will nat testgjet CoRim Ui on it
Jimjted Conjetjtion is
Jastiliatle, that flofet walvels afec pfepated befoge the prajecy |

PO tiis ds whiat §s seant fey “Pdaject tffyoeg®
des b stage ja yhlounded,

]
wheh $ho ficed fof LDrahd-hate COmMw-Iltles ot

S AUt of e,

-

Fob the: ifesge feazcts: the MIEE]an jrlends e beepr the RTINSt
f b tion bn bt

A e vase af tiust CAuRlEY pProvyfesent, POyl’s §oiw 18 U9 vhgyfe tHAL
B R)Et COuRtegpatt jefsonnel follow AD tegulations 1n caje

Fing oyt
e awfvacRES,
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2} Proside deacucenont feainiag for Orocaceaent Poccannel

Al 135109 agreed Wity tars creaaurndycion,  "iat i3 Wiy atboeapt s yave
A ande Lo pravi e ag omuch LT au pasginle to datey tor 2hanple,
LACOAG st ga0 irainiag proviaed A7 the ALY retiree and the HEL/000
aplagee cotercnsd o Adave,  he prooleas USAL0/Bolivia and other Aidsions
AL 4N APl L) by Cteatn Lol procacenent pecsanel are Lo BB ERNY
Af Al Coucues 1n SOARMILY Drocaceait aad contracting, and the exteeas
Imctage or ind connodiey PEIIUE st vecsoanel watlaole toc fods.

1) e qdaire 1usion Jrdory oy

4 Mivertiaen g 4 queat for DALt ioas 1 tae Jonneroe Basinegy Jally,

AAsrCtising Aras i the Coansrce Husiness Mily is not alv:ys coyurrel
A AL D) raled (o Agneg Mg 000 35 1t viaagd A3lic sole o drCeddary jlven
L L10oUIMt NG AUCCOUn 1IN wacn Qraocdrerent, Theretore, no Miision Ocder
AR IS INCRERRI S Atsereiditng <1ll conting:s to SRR 4 NEEN AT
b3 Jarcaated,

) BlZali ) Lroa gl Vioprocareasats,

CHE S 0 g, PrOCar cheats are agde LY project. e proaanition
ataat Solltti g prozureneats feaa oge SUPpLiar tar anyg aatd prajact 18 Cliaar
ALY co b stioad andg 13 aleeady cotlested 4 a4 A1asiun Jdedac.  Maucetoer,
AL Y Y N S 2 DT P

SOl e alt prag v caahiben s,

R R R I X TN S S ST C Y SRR S Laprl g Cat b iy s o
4 au, R ITRTNE Y SOV PR T AP S SO will o ajgde cApbIcIt o Caer Apaiem
Lazad or e i ot iag tuevt e W an e LY T SO stent aal s T el
MRS i) ar b a g L a el L At papartant, P AL on 4110
R Lo LI PP T WA P S B VOB TGl ) pract oy O ) Ly DL et
S wntitatita gt Ly fUaa, a4 BE owaatanagally tacraaning 1ty aecass v
Bl 0t Catalagaes el proatare gt FOuf S0,

o BMeab e agunt Stazate it Ly and Uae tie Bl 8 i 2oy ya
L]

PR IR IR L b 4 Bt ) L0 0L Lal PEODYL 9 ne 3t Planning a1 toase
RIS TR U EINIELTLIET oio 4iaaian oland o Si5003 Lhld Lol 40 g i
Palaoi g e eugrrt g od bl 3ol ) Ly Lada AR VR UEITH 140
Vadae 2 tiaiddd Jdrdag il QiLBA8AL L, 493t pPransil g, Vapravaed pracar o et

S Ll el B ) S I R e A IS A L L IR RS BTR3NS TU Y Y SR A TU3Y PR e ey
L LI & KT I BT E F-0) i) pProT cady ton 143 81] e, A e uic by ol
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LI 900 0 1 ide Jle wape mafa gt S SYEITE



http:ip-~�.rt
http:salaoij.02

APPENDIX A

Page 5 of 12

Laitly, oA o, Blitac<enly assuass tnat pocause ProSuc ety ror soevoral
PrOJeSts are anJdortaxken dlrcCtL{ DALY taey can e grouped tor 4 aor o
"asonomic purcinase.” Yrocdcenents tor ditferent Projects involviag Jdittlerent
GAV2LaaNt and prigsate BRCLUr Cudaterpart ageacies ace alaost always carcied
QUt Separately, Jecadsionally, wnea Caairements coiacide, noth in terang oL
3pecifications and delivery dates, it didy be pussible to coawine NN D B
Wowever, this 4s not usually ene case.
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AlJ Procuc raznt duley o Jacding Cowpetition and Advertliing

RAF No.l inwdeguately characterizoes ALY procuraement ceulations. o a%31st 1n
Prepacing a revised Jdratt audic repart, thae cules regarding comperticion and
Aadvertising are suanarizod uelow,

3782235 oL a waiver authogized by the FAA, tne Presilont HB?,SPGCiQiC“llt

2xCepted Q}Q'Ltnq_;pg_ﬁ95@9£.gqurtising_qupirumcnts ol the Pederal Property

aad 3 . M_V_s:f‘ it i3 AlD

> 5 20 3 N odirect contracetin
i shece practicanle,

ocedures to tag
dALN Laqard to nont cuntr y contraces award 13 mad» on the
DS oL competitive procedures.  ‘ne typ: of transaction involved Jetecanines
Cle procedure tu w2 used,

MAXiMAn excent,

dast countey contracting rules with regard to competition and advaertisiag nave
not Saanged an recent yoars.  Fornal procedures ace noraally followed tor
grocdres:nts estinated to cust moge than 3 109,000, 30 Aly.e SUre e
Wddal B L JJd are carcied o ’ ;

Gedatidd g e 0atain1ad af g reasiaole QUL Of offers.  Couprtitiy s
Ajotiation can ulso ve autnorized oy Mission Dicectors for teanusactions oser

b 00,00 (involving vaolication ol weys), Advertising i regquiced 1a tae ALY
WAREL Vpportugities Bulletin tor pUrenases estinated to cosc wore than
322,000 a0 1a tue Coanerce gasiy e, Datly (Jun) for puar:manas over § 191,004,

e rales tor dicect contracts Have Caanged over tne Last togeoe Feart,  Prilor
to Apcil 1984, the AIDDPRS weee an wlitecu,  aAfter Apcrl 1idd, tne Petecal
Acquisition Rrjulations (FAQ) ayg o f3ted O ALOPH Noticee dd=1 and =7, wer o
oetlect. Since Avctl 1949, the Pa lase neen i full oetfece.

Prioc o Apeul 1904 under tae Laat sddition ol the ALOPRs, tor aal Capet ition
G Caapetitive nejotiation uwiing an PP (alaost exclusively tor deevic s
fatave thaan comnoditieg) wau cquteed unloess g jJustitieation tor

Y=t 1LIve procarenent nad oe.on RCOVe T ot il ieat 1an Ll

adildan 2 AR LA LAY 2 D ocure.nogt nagt (elezant o CONNOSIL L g S0 Mid L

134013010 U 5 310 bR )] b & [

It v non=conpotitiee
Justifacation 4as approved, no wvertinang sa reguired, altunowgn s naay
ALLer as cenionaol g pociinle were Lo e conea g der o Crenccally v feage 4y,

Fron April 1dd antil Apcd Lidh, the provisioang NAYE) Loy o @ity

JUBLELLCt 100 LOE noN=Coapetitive peovar e st wore aot g end (oo ot L)
34100 dat o Feocaary lu, 1Jd4)., gy Quew g dvertiaing At advance potge.

LS LAALeruont 1 ol e FAL wage ot Mandatory Lor contgacts ndba avecae b, 4 3
dILICY nvttor, Mianiong wory dirasted to adverting wnonevae pracuical, 1t a4
PEstial, tae deCiiion not Lo wdverting <as Lo be dupparted a7 oa oaasayas ban
Lo tae Biien, faedy advertingng calun Appl bl to cospatitively nagotiat 1)

LD LR A 4% TS5 % I
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JLace April 1945, the Pads reuire tnat all coapetition, except tour gnall
value (uat:r § 29,009) PELUL e s,

Y CArT g OUL uniIer Luraal DLV e e,
I'ne PAR regquirenent toat

All procdrenents edtinated Lo Cadt anare than b 9,0))
O advertised as not apgplicaole to Sontracey
Muaretore, purenase ocders, woien are i
alvertisung,

(Pucenage ordars) nads VL,
wrted to $25,000, do not requliy
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Price Compirigons dade in WA No.l

L, Guneral conmentsy

Louking anto tae gpecitic detaily oL tne trandactiong cited 1n Rar Ju.l
<43 g time-consuaing process Jdue tu the faot Lhat Ccoatract or projuct num ey
Wi nNOL alwayd provaded, e validity ot tae Lindings an AP No.l 3
Juestionable vecause ude wad made of g subjectively delected gdanple, that 1y
Al Lot LOAnSactions dhica wero ol teved to awolye praoalens roegacaag
CEICUS Data Jere ncluded an tns saaple cited in the tepart. In wtlitim, the
QLIS Couaparibsons aadr ace olten gl .o questionable noecadiivy

4) Hpreifications otten difree amonyg comnoditied purcnased and
coannItiens tor walcn Miaal Jrices wore abtatnedy

D} the avorcen ontained 10 Alang do not andicate tag dappliers®
wibidivgaaas to CAPICL nar eatiaated delivery Jdatuesy and

C) CORJACIN ] priCes oatatned moatag and fea0d apact Can e aisleading,

Lo genscal, tas aision Coacl aaey Lhat 3L Can bagtose ara2agreacat
Planntng and carry ot PELCe cnecas mare spdteaatically,

2. VI TSN S

e v o ey

ML gl tae parcnassa Jited 40 tne sulst Caghdft InJalved Jerect Ao
Progurasent g,

Al 0l Loy v idlen 2pteld 4ol g bl LEoas s caia Loedfda Lhae IEAR TN RYY S S
ndel Juar yndor o aor JUNC Y Ccunlitiaas,

T ol tae vonicloas Chtad wor s puygorisuc.) Lo Lar auudalaide O Luas 2aAfd
Conteallor f¢un ) thoade adatbanle od the Luta Of scdof sl Miasd deajars
RYS &Y K] VB L LAVl dear e Cantradt wits Lae Lo al .l':;\;vbau voarl deal xf,
SO willC Ha aClyan have Haan Varen [of v 8onlha, aad L0 oo Jahwsad f 2 b, %
ANCH Gy, Lada g n wgived byl “osmbiCiay 34 AV IR LS80 ) Bof ttesy
pdrcaases, anld St ple guatathais defo ditgined defaro QACH Waeiivle wan
(12T SCAE E0N

A g Cane waa Bada s ALy yndaf o LEA D LU TS SRS XY PR S IS T UNY X 7
("fl‘-”“ﬂ' ala afieta,

Y iV aG s W g O QVIVIRE ¥ SR TU R W Foagdowdad s aosbat g ol [ T ECF
’g,Aldq IR BN ELNY RV TIPS Y S | LE X A-F BN Y NSV -] B PRI

Mo v yf N33 wag w34 fEad Viats var ) SNy dact o e o Tyl 2a ik I
FALBEVEA) Tddl Juatatyoaia,
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ALL of tae aoove purchases iavolved special circuamstances aader wiica
elther thoar: was an Wil ganly covqulcensnt (exampla Disascer Projact) or an
urgeat need to pucchiase vecause of prujest raquicements or non-pecfocnance oy
4 Contcactor.  AlL out oa: of the purcnase wece effectd under 1934 »a tules,
wnica did not caquire advyectising.

[ae specitications For the venicles on whica quotes were ootained in
Alam differ signiticantly froa those of the vehicles actually puccaased by
the Ais35100 10 1S OF tazx 1Y cases citad in the £220¢t, done of tne Miawl
tmvoices indicated a willingness to export or estimated delivecy dates, s

e allejel splitting up of 4 procuraeasnt ot venicles refecced to in tne
ceport Lavolved purcnases aade from dnedena under Separate purchase orders
155ued under separate projects.  fae puccnase orders were issued over tnw
cuurse of sevecal w2eks and not oa the Same day (Auyust 13) as indicated in
the report. August 13 i3 tae date obf tne 1nvolces later sent to AID for tae
Several purcnases eftected,  The purchases were made toc four projects, and
tirey Jdid aot dnvolve actiticial Sepactation of requirenents in order to jet
atound the $ 100,000 contracting liawit. ALl of the vehicles woere needed
acgently and procuced froan tne Only source located tnat was aole to meet tnpe
M1ss10n's delivery deadliaes. Juotations trom several sources werae sougnt
DeLOre Contraces with wnedena weg: nzxjotiated,

Fhe ssion's conclusion frow its re-2xainination of the vehicle puccnases
citrd in QA Jo.l ace as follows:

a) Tar allegation ce2jacdiayg artificially splitting a pucchase over
$ 100,000 15 invalid,

) ALL burcaases were aada uager documented special wimacyeney

Jiccamstanc s, In sone lnstances, tihe need (or a better Lorward plaaning is,
nawevyer, indicatoad,

C) Arst of tae price Couparisons .axde in the auait dre questionaol:, 4ald,

jiven the Ciccunstances, the dislion does oot believe it paid too .nucn tor ta
el g procured,

d) No ATD procdrenceat cequlitions wece violated in any of tnese
troncactions,

. Tae price ceported on the addit tor itew No.Y wag Us8l2,74% catner tnaa

Ushid, 444 44 auown 1 RAL NJG L
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l. Aelical supplies/sewing ducaines

Pa: acems cited in kA No.ol wore purchased by tive Gad dinistey of
lducation uadzr host country contcuacting procedures. A July 26, 19384
memocandun to AL/Y Forwacded an advaectisaeent for the items to be putenasad
under informnally competitive Procedures,  Three quotes wece receisod for the
medical supplizs and three for the sewing michines. The »ids “Jere avaluated,
and the losest 9ids were accepted. If indeed the iteas ror wnicn uotationg
Jere obtained in diani are the same ai, oc sinilar to, those pucchased un.dece
tne aidding procedure iadicatoey anov:2z, the prices paid wmiy nave been too
argn. rpis would indicate that better attemots to coupiare prices for
Specialized egquivmant and supplies snould be made even waen acceptabla
sompetitive preocedurss are tollowad, T o

i. PVC Pipa

ne audit cepoct deals with purcnases nade under two contracts Ny tne 504
Mnistry of Health under host country cuntracting procaedures. Tae first
tavolves a 1982 IFY, and tua second an intoranally competitive procurenent
uadectaken in 1335. Eleven Cesponses were recaived to the IFB uader waicn 4
Suntcact was awdacded to dall and Red3, and two £esponses were receivad to tae

C3maller REY issu2d to several supplices in 1985 waich cesulted in a contract
with Aclantico Ltda, '

The price coaparisons made in tae audit report are open to Jquestion
necauses

4) 1t 13 not cectain taat the specifications are the sane Lo, Wity
t2jacd to tne chenical composition of the pipe for whica iavoices were
Teceived in Miami, or whether toat Pipe was threaded on hotn ends),

2 Iae qaotations vatained in Miani wece for the Comdrined quantity ot tae
tvo orders male dy Al), and tnerefora a lowver price was andoubtedly ootaiaed,
[n addition, for two of tne four types of pipe pucchased, tho quantities

ovtained undee ALD tinancivg {n L4442 and L1985 ditfecrodl digniticantly, and it
13 Aot surpeising chit the peices pald also diffaerced.

In gen:cal, tae Migsion concludes that tne pcicey of tne pve pPrice
financed by AL on these teo 0sa%3i9a8 wece ceasonanle Jivea the Auforoac
ilzes ol chye Jrocurracncd, tie diflecent years Lavolved, ana tne ancertataty
of tae peice coapacisons aade in Miqai,

e e ey
3. Audinvisual Squiparnc an@/ﬁcid Puccaalay

- . ’

The teaauactioas cited wa AAf | Lwolving taede comnodlting werge not
Einanced by ato,
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Aanex 2

sxajerations, E-cors and Biits
AY) Exayy::cations

Puge 4 "USAIN/Bolivia sJrocurenent procedures For comnodity and consteascion
contracts wer: inadeguate*,

The Wission disagrees., AIn pracucenaic cules and acceptanle Somudity

JeICcucearnt practices wire followed, Althougiv it is agceed that drocucenent
olanning zan be Lapeoved,

"dakingn compotition was not always acniovad®

AL vecocureneat corgalations do ot Always cequice "naxing.an® competition sinc.e

inforimal compatitive peIcedures ace otten adeguate to tae cilround tanc »j

iLwolved, and timing is otten as Lapoctant a considecation as peice, It wiin

202 00 50, all procurenents would e caccied out undz2c formal procedur s,

Page 3 "lonpetition wag aaversely ceduced, unceasonably prices wece paid and
2CON0ALC Priced wece not Alwaygs mvde,”

118 1s not tenn. 3o the sp2cifies in Aanax o,

Page & "laese deficiencies would alio appear to exist, to so.ne Jegerr, ta
otiee projects, "

e dission disnycees tnat deficioncies did, ia fact, exiiat to Ny signiticant
egcea.  als seabence aaxkaos ag asaostastiated infacence,

Pages 7 "UsAlo/30lusia znuld Laprove its proceducas to WA Caonaale g
ol contract prices by doinj pcice analyaes. Curcent peoceducas
congisted of coapacing peice quotating to zach otaer

e pcocedares suggited on Ple 8 uce in fact alrealy iy applied,  fao

3300 agrarg that it gy CARZove tie process of nking orice coaparc isoas,
md it {3 contiaually doing so,

Page 3 "Cucrrent procuraement proceduces at USATI/80livia did not taxe
advantage of valun: PUCCaseY tO nkain 2Cononie
DaYSesse Uinlu/Bolivia did not nave 4 grocureant plan to consolidat.
cequaremeats.” (wencioned on paje 9 also).,

A% explaraed in Anaeg U 1t {3 pot Jtandacd oprcating procrduce to coabt e
Jucehas s teom ditfocont projecta, slnilacly, the sugjestion nade orully vy
L aulditors to estiliva indacingte ocduer cuntracty witi sugplincy ot
commodities ig ot teagiole,
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Page 9 "aAosence of coapetition, failure to ceview for ceasonable prices aand
inal:quate volune buying rsulted an,,. "

Pais is an ouvious overstatemenc.
de Brrors

Page 1 Coastruction procurcinent cesponsinility was not shifted Feoa £X) to
POS (. Tt 1us always been a nost country responsibility to oe
mwonitored by Pasl. AlL) very tacely contracts diractly (oc
coastouction gervices.  Me saift retecced o involved only
cespomagibulicy tor direce purcnase of pruject connodicioeg,

dage 3 and Page o Negotiated procucen:nt does not alwWways preclal:

advaectising (s Anaex A) .,

Page 3 Accocding to current red:legations of cedponsiollity within ta»
Arasion, the dndef of B40 13 cespoasivle for Jdicect contracting ot
secvices aad tne Cnief of posl is cesponsible tor dicect contracting
Of project comaddities and monitocing nost countey cuatractiag ol

gervices, coasodities, and construction.

Fae Mission Dicectoc, not Usal), nas aeon cedrlogated autaority to sign dices
CoAtrasts,

'ne § 250,090 Lliatt was for Pscd, not all a conteacts,.

Paje 6 "RDs dece olten solected on a subjuective baszis and, heace, werue not
Jiven adequatey disgenination foc peoper competition,®

A3 ted an Annex A advrstiving of RFQ8 i4 ot Alwaygs cequiced.  Tnia coaes up
Aqdin o pages 7 oanld o,

fage 7 The § 100,999 tacesnold a3 not Hheen ciccuavantad vy the diugion.  sou
Aanex .

Co o Bupented edity
Patge 20 uatiaquian Heteren Jdicect aad poat countey peocutaemant rajalatt nu,
Page 3 Jlarly tne noa=coapetitive procucenent Linktn crted undee pacet A,

Page 4 Cnan e the word "a” Lo "aag* 1o Lae Lt dunt e ot Lt Lira
DACarapa,

Papr 0 "Conteact ottacecs saall nou Lbait Soliei it iong Lo ddpplyecag ot well

AnOWn and widaly disteanuted makes or beanda, woc anall Juotationy e
goliclted on a personal proterenco vasis,”

e Aladion aan aot dong thie, and 1asecting thia pactial gquotation fraon thy
Fady witnout thy Languags widen tollows, ts bnappcaope sty bn tag ¢ontedt,
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UNITED STATES GOVERNMENT

memorandum

oave: September 9, 1987

. EXO-M-080/87
agmLy vo —7 yad /7/4"””€/
ATINOF: Timot} L. B ti (0] Py \ . A
mothy ertotti, EX /‘771, P{// C’Ld-,‘[/{{t
susJecY: Draft Audit Report of USAID/Bolivia's Procurement Function (1=%11-f7~ )

Yo: Mr. John R, Davison, Controller S
. g RN

A. PRELIMINARY REMARKS

1, This is my first view of this Audit as the Executive Office was not
asked to comment on the first drafe. Therefore, 1 would 5Ugest we
strike out the Management Comments, pages 10-12, They appear to be
overly "defensive" and dated by events.

2, Based upon my current knowledye of comnodity procurement operations
in USAID/B and my limited knowledge prior to September B, 1986, 1
conclude that the audit was shallow in that it identified symptoms
and not root causns of problems. I think two much power was yivoen
to the chief FSN and too little focus was given to controls and
rules. As 1 recall, the aulditor was new to AID and was, therefore,
not deeply verscd with, the HIDAR, the FAR, or with how AlU purchases
commodities,

3. I prefer to focus my comments on commodity management operatiions
since September 8, 1986 when responsibility for the functions and
staff were officially transferred from PDAI to the Executive Office
(See attachments 1 and 2). These commenta address shortcominygsg
noted in Kecommendation No. 1 of Lhe Draft Audit,

B. GENERAL COMMENT

Without regard to the merite of the recomendation No. 1, 1 find the
advice to une a Local Order to Inplement some Actions ap reustrictyve,
Rathor, we prefer to close the recommendations in the mog: appropriate
manner,

c. SPECIFIC COMMENTS

T ot et e o v

Recommendat jon )

S e vt - ——

Wo recommend that USAID/Woliv,a obiafn maximum fearible competitiorn undey

ith_procurement actionn by tunding a MisE{on Crader that will rejire

p—

Bovun underlined wub-parts of thin recommentation (1o = 1,00 are 1inve !
and followed by our comments,

Recommondation No, 1.a)

"a) Mvertiring requesta for quotation in _the Commerco Nusiness 1 ty
when__practical or, when not praetieal, by emploping alterass
: . L B, AL LY AR S L e Feter :

competitive  proceduren  Buch  as 1oforring  to | ey
Bcheduler®,
HALLLL AL
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Page 2 ot 5

COMMENT ON 1.a)

l.a) Local Order 11-1 was revised and reissued December 1, 198¢

(Attachment 3), Page 9 of this issuance covering commodity
procurement notes thatg

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

For amounts up to US$ 25,000, purchase orders may be used, Two
situations are within the Purchase Order Scope: (N.B, all commoldity
procurements, whether direct or HC, over US$ 25,000 require advertizing
in AID Export Opportunity Bulletins).

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

B. FAR 131,106 - Purchases over 5¢ 1,000 Quotations are solicited from
8 reasonable number of sources. Quotations may be solicited orally
or in writing.

For amounts between vog JH,000 and USE nC,aen, irtocurements arve
advertiscd and an RFP or an IFh 16 16¢300 te Lo mavimam pracrtieahle
number of interested suppliers.  The contract fiie must inciude a

Justification for using other than full and open competaition, AIDAR
706. 3,

For amounts over US$ 100,000, Notice of avallability of an KF oy
an IFB s published §n the Commerce Busjiness Daily (CBU) and tn the
appropriate AlD bulletins. (IFie are publisbied an the AlD=Finarn el
Export Opportunity Bulletin and  RFis arc  pabtliasred g tre AL
Procurement. Infarmation By)letyr), e

Rocommondntinq Nn, 1.h)

"b) Combining procurement acrtyont CHTR TR fean; e Lo ohtain

>

R R

competytive bhida and obtan the hest ﬁanlu\IﬁvC”'ﬂ"di!!nf at thre

lowenst ava:table prices,”

T S o g o e e e Rt e oy gt

*It shoull alao be nated that thear Provedares have deer rapetrso ded by tle
isriuance of 4 Claws Justification,  The AL Frowcugpemens Lrecatin e dangaey
20, 1967 Clasn Juntification appears to nejate patt of the e quirerents,  (fee
httachment 4),

SCOMMINT 00 )by

Wo di1d pot addieze this issue in A Lowal upder but have InCarporated o
Into  our tiaternal Dyvision level Operat jous, Tre bProcurerent Divis ..
Btrives o comhine like commod ity Jocuretents whes day time,y and
practical, e.q. 1n the fpring  of 197, ULAIL/E cosbine ) an 11 set
furniture order under five difforent projecte Joeta At ititegiated ot dor
with one firm,



Recormendation No. l.c)

"c) Verifying price reasonableness using such techniques as,

Comparing price quotations  received wyth prices set forth 1y,

published price 1lists, Prejaring indeperndent  cast estimates  and
identifying inconsistencies in costs-per=unit,"

COMMENT ON N0, 1,c¢)

Again, this addrecses an area of how the procurement dyvision shagl?
operate internally and, therefore, 1t was not the subyect of a Miss:or,
Order. Since October 19847, ®he EXU Frocurement Division Yas,

1. Expanded 1tsg Sidreing libravy thereby providing better yealy access
Lo current prices.

2. Extended requests fop propozals to more vendors including a wider
representation of geographical areas in the U,S, and 1n holyvia,

3. Provided tougher and ¢loseg atalyses of costs 1 the bids to get the
lowest prices,,

4. Made extensive uce of 4 ewly svstallea telex to get official quotes
in print rather than by phone,

Recommendation No, 1.4)

"d) Refraining from the practice of splitting purchases,”

COMMENT ON 1,4,

This recomsenYat i, e Proadey altsos o Gn trhe Folicy Sestion of Locad
Order 11-1, 1t &tates that,

“Chn'.lntlﬂr) At ieer s ar.d 1 Ut jtyan Kivoacgte l’{iq.uty MiEL oo
Director) aseure carplian e with tigys gule {Corpetition 1n Contra tyng)
and guard against atione o Petlerrne Ut whive GF C§1 o aTvent e,
of competitioe®,

i“&'é!"

Moreovay , Bite  UAk g Gperatyaral oroneg) 19 Ceptestes i*.’r-‘,' the
praceice ¢ rij-li'!;lu) fortetates f Jtess lgn lwect, €313 1.a0 §,

¢ llased on tejephono conversation with the Missjion on
November 4, 1907, those dates should resd “1986,"



Recommendation No.

N E

4 u!f

]
3

Al
Page

l.e)

"e) Formulating

and_implementation of procurement plans _and using the

plans to make volume purchases

COMMENT ON 1,e)

local Order 11-),

commodities supplies or materials are key factore vn the 1mnlem

page B statess “VI]. Procurement of Commodsties, wiuen

oL, U3 Lan

of a project, a detailed procurencent  plan should le formulated 3¢ gn
Annex to the Froject Faper. Project managers stould share tlhese lane
with EXO/F at tle varljest possible stage of projece developement  ®

At the last tw, auarterly geviews, EXO/Procuarement [pvision e Javited

that all project
in connection
projeces,

Recommernidat jur, Ko

"f)

with

Placing tesponsitnlity for all

Patiagels sulesit Coowmndity and sejvyce procutement plans

irplementation  activitjes fog rRajur USAIL fuynided

e 310

_Puuulel-rm matters, in an n”;rc n-t

conne u—d wlh proyect devulr)j»nem 1 J_)lu)ﬁi! arp 2»*. maun -

C(M“!l"it ur.‘ ‘L1

local Notices Y470 and 186y of Leptesber B, bome gnd Vevesleor Jo, 1980

Jave the LXC foll gesponsibility for a1l areas  of Ploddteneny  (See

Atachments | and 2,

Rﬂtnmwn'i.ﬂlu" Yo, 1)

"g) "lflf'ﬁ,‘li’,‘,“':__"h 7‘,,,‘!,“‘}"‘" for Provurement h"b“".’;‘_‘}.'.

COMMENT ON 1,4

RS AL TR A

1. In May - Laud, 4 Contyacting fpecjalist attended the Tk e, i
AlbW,

2. In Jdune ot Ive, thiec 1 ocutedent ggeils wofe Jed€i, (HF a=a g
(OTI) tra..,ig Yy ™My, Hane Bastig, a pgacigtencny Efir jaiiat £y o= e
ABerican Margfa vuters Lejoone whoeay (EME L,

). in July vee, tie Cortaa Cing ffiiey (135 attenied tie FhE 7 ,jse.

4. In beptoerber Juee, My, bodwit yan Lorrne, the h M. Guatesala Frovifed

OJIT Lia.iiin) 1 the Lhgee P gteRa

Fjeht &,
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S. In February, 1987, the Chief of the Procurement Livision, tiravelled
to ROCAP and USAIl/Guatemalas for two weweks ‘raining.

6. Concuriently with 1ter %), Ms, Cecilia Yafiez, spent two weeks TLY in
USALID/Bolivia.  tuting thys time, she provided trainyng on sepv)ce
contracting Lo moeme of oar etgeff,

7. In Sepremler 10k, my, Patrick Y¥Yeirnan, Crief of the Frocurerent
Divis,on/EXu, will travel to AJ W for the FPAR coyrse, (Mys depury
for commodity ranajerent will te nominatel for thys course g, FY-bn),

8. AMES s ity vaotitfacted o pJrovide  tws BmIlia Jerent
USAID/t's Procuterent uperations.,

acdiits  of

9, In Hov:&bczﬁhc:cﬁJex, the AMis will also provide sorme OL=the-yob
training

In tre jast 30 emontns, a arbes  Wf organizatyonal  and Bystematyc

1gpxavemcntb Lave lxen  tg.de i\ the Plocurerent flfolesses in thls
Missian, 77.:‘;‘ ihotutes

= Bettceil jrtesia’ Lvelsigt by ot BUjervie I~ and i oan FEYN direct fhire

with Jdeptt g, Puolvtasifg abc) Cust o Cieatatices,

« {juses Roctiit g iig of Piodatetente by usiig a Pighliy detajled tracking
gysten,

Celier Ldtediles [ GLA j A1itases
3& 'uefi}. as uzcd 28 a -’u’;ric 6 YeTegw s, vosts 3.1 . e
i !

= M3lc calerns ) ve yse of Fedcjal

= "‘ij.é;,ali“" Tohelilie ) deylows o f oo 1o gy sretei s att gy »Arf.._‘!cﬁ,

= Denands fou inftnved specitioar:..:

i
vy

Foad rdcpgea Gl TAET 2at 1R,

= IPfrove) gelationag witth veidors ad

o

LiPPihg agente, gaad
"P]ﬁ}&h.;f.;l[ texul®z [+ Y. ate 17 31,
1, :llcnjd;af:}!,’.c: tave Jwe:s jreve te 1

n, Pl:»«_glcr-c‘-l Cyoaes st ge L, 4c.3. -3

¢
3, Cun;i;;flc v delays atl joad jtelete vlimiagted,

PAMEC wii) eval sate 31 dudlt o steRetl ojeelalg vng twite iR the Rext
e senvis 1o cobdededate Gh o debute ML it e soot oot bl ,

‘JQhﬂ " o.‘i&fjn ..... ey s e .

)
G FeMarnngs N
B Smin B - ¥

"' (] .’ o e T T
“LeOumanty R B
- vg“ﬁ h.'. ) ' P wmovemc v mnmenr s

Cashigr T I
4 RPYWY 3 S Cr e
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APPENDIX C

REPORT DISTRIBUTION

No. of Copies

Director, USAID/Bolivia 5
AA/LAC 2
LAC/SAM 1
MM 2
GC 1
LAC/CQONT 1
LAC/DP ]
LAC/IR 1
lAC/GC 1
GAC/Panama 1
IAC/RLAs 1
AN/PPC 1
AN/ XA l
LEG 1
M/PM/ASL 3
XA/IR 1
PPC/CDIE )
SHET/RD 1
S&T/EN 1
SHT/AGR 1
1 |
AlG/A 1
1G/P10 2
1G71%A 1
16G/1.C |
16/ /CER 12
1G/11 1
RIG/TI/T 1
Other RIG/As l



