AUDIT OF
FIXED AMOUNT REIMBURSEMENT
PROCEDURES AT USAID/INLONESIA

Audit Report No. 2-497-88-05
March 10, 1988



GPTIONAL, PORM MO. ¥ 0H-08
SAAY g SOITON
084 S50 RS, 0. 1Y

UNITED STATES GOVERNMENT

Memorandum

T0: David Merrill, DATE: March 10, 1988
Director USAID/Indonesi RIG/EA-88-150
s P /(745/.'
FROM: Leo L. EaMotte}‘R .

SUBJECT: Audit Report No. 2-497-88-05
Audit of Fixed Amount Reimbursement Procedures
at USAID/Indonesia

The Office of the Regional Inspector General for
Audit/Manila has completed its audit of Fixed Amount
Reimbursement Procedures at USAID/Indonesia.

This report contains two recommendations. Plense provide
written notice to this office within 30 days of actions
taken or planned to implement these recommendations.



EXECUTIVE SUMMARY

Fixed amount reimbursement procedures was a method of
financing project implementation which was tied to outputs
rather than inputs. Under fixed amount reimbursement
procedures, the Government of Indonesia used its own
resources to implement projects or specified segments.,
USAID/Indonesia funding was provided after the project or
segments had been completed in accordance with design
specifications and standards approved by USAID/Indonesia in
advance. Reimbursement amounts were also determined in
advance based on a fixed amount of the estimated
implementation cost. Reimbursement payments were made after
the project or segments were inspected to ensure that they
conformed to the approved design specifications and
standards.

USAID/Indonesia financed segments of six projects at a total
cost of $39.1 million through fixed amount reimbursement
procedures. Agricultural research centers were built under
the Applied Agricultural Research Project and the Sumatra
Agricultural Research Project. Fixed amount reimbursement
procedures were used in the Citanduy II Project to construct
model farms, irrigation systems and access roads. The
Provincial Development Projects I and II implemented small
development activities through fixed amount reimbursement
procedure.. Training centers were built under the Financial
Institutions Development Project. Audit work demonstrated
that USAID/Indonesia had not complied with Agency
regulations concerning the use of fixed amount reimbursement
procedures in five of the six projects.

A.1.D. Handbook 3, Project Assistance, Appendix 3J and
USAID/Indonesia Mission Order 1900.6 described procedures
and guidelines for using fixed amount reimbursement

procedures. USAID/Indonesia made inappropriate cost
reimbursements for project segments financad through fixed
amount reimbursement procedures under the Applied

Agricultural Research Project and the Sumatra Agricultural
Research Project, and made cost reimbursements for 20
segments wunder the Citanduy II Pioject without assurance
that the segments met design specifications and standards.
These situations occurred because USAID/Indonesia Mission
Order 1900.6 did not adequately describe (1) fixed amount
reimbursement implementation procedures, (2) guidance on
changing from fixed amount reimbursement procedures to other
financing methods when necessary, and (3) inspection and
documentation requirements for projects or segments financed
through fixed amount reimbursement procedures. As a result,
USAID/Indonesia made excessive cost reimbursements tetalling
$730,042 for activities under the Applierd Agricultural

—



Research and the Sumatra Agricultural Research Projects and
could not be sure of the appropriateness of reimbursement
payments for 20 project segments wunder the Citanduy 1II
Project totalling $225,450. This report recommended that
the Mission Order be expanded to provide specific guidance
on implementing fixed amount reimbursement procedures and
that uninspected activities under the Citanduy II Project be
inspected. Management agreed that improvements were needed
in the mission order and had taken action to make the
necessary revisions. Management also agreed to conduct
inspections of the Citanduy II Project segments.
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Locations of Project Activities Funded through
Fixed Amount Reimbursement Procedures

Applied Agricultural
Research Project

. Java
Kalimantan
Sulawesi

Financial Institutions
Development Project

East Java
West Sumatra
Yogyakarta
South Sulawesi

Provincial Development
Project II

Bangkulu
East Java
Kalimantan Selatan
Nusa Tenggara Barat (NTB)
Nusa Tenggara Timur (NTT)
West Java

Citanduy I1I
Project

Citanduy River Basin

Provincial Development

Project I

Aceh
Central Java

Sumatra Agricultural
Research Project

Aceh
Lampung
North Sumatra
South Sumatra
West Java
West Sumatra
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AUDIT OF FIXED AMOUNT
REIMBURSEMENT PROCEDURES
AT USAID/INDONESIA

PART I - INTRODUCTION

A, Background

Fixed amount reimbursement (FAR) was a method of
implementing and financing A.I.D. projects which was tied to
project outputs rather than inputs. A.I.D. financing was
provided after the project or specified self-susteining
segments were completed in confnrmance with project design
specifications and standards approved by A.I1.D. in advance.
Estimates of prolect implementation costs derived from the
project design specifications and standards were the basis
for the A.I1.D. reimbursement. A.1.D. agreed to reimburse
the host government a fixed amount of the estimated
implementation cost after the project or specified segments-
were completed. Prior to reimbursement, the project or
specified segments should have been inspected by A.I.D. to
ensure that they conformed to the approved design
specifications and standards.

There were fcur variat.ons of FAR procedures. Under the
first, the pure FAR variation, the percentage of the
estimated implementation cost agreed to by A.1.D. became the
fixed reimbursement amount and did not vary during project
implementation. Costs incurred in excess of the fixed
reimtursement amount were absorbed hy the host government.
If implementation costs were less than the fixed
reimburseient amount, A.1.D. reimbursed the full fixed
amount.

The second variation was FAR with an advance of funds.
Under this variation A.I1.D. also reimbursed a fixed
percentage of the estimated implementation cost. However,
this variation differed from the pure FAR variation in that
funds were advanced to the host government to begin

implementation. A.I.D. reimbursement payments for completed
projects or segments were pro-rated until the advance was
liquidated. This variation was particularly appropriate

when the host government lacked funds to start the project.

The third variation was the FAR-percentage of actual «cos-.
Under this wvariation, A.I.D. agreed to pay a fixed ratio of
the actual cost for each project activity or segment that
was completed. Therefore as costs increased, the amount of
the A.I.D. contribution increased although the percentage of
total project costs remained the same. Prier to




reimbursement, A.I.D. was to verify actual costs incurred
for the project or segments, obtain certification from the
host government that the activities were completed 1in
accordance with approved design specifications, and inspect
the completed activities on a total or sample basis.

The fourth variation was FAR with escalation negctiated
periodically. Under this variation, A.I.D. agreed to
reimburse a fixed amount of the estimated cost for the first
year of project implementation and could renegotiate the
reimbursement amounts for subsequent years. Prior to
reimbursement, A.I.D. was to ensure that the activities were
completed in accordance with design specifications and
standards. This wvariation was particularly appropriate in
countries with high inflation rates and for projects which
implemented the same types of activities over a two to three
vear period. [t allowed A.1.D. and the host country to more
accurately estimate project costs and &gree on more
realistic fixed reimbursement amounts.

USAID/Indonesia financed projects or segments under three of
the four FAR variations. The pure FAR variation was used to
provide $29.4 million in A.I.D. funds for five projects
which were active at the time of the audit. The pure FAR
variation financed:

- Construction of 12 research stations in
Java, Kalimantan and Sulawesi under the
Applied Agricultural Research project at a
total A.L.D. cost of $2 million;

- Building or rencvation of eight research
centers in six Indonesia provinces on the
Islands of Sumatra and Java wunder the
Sumatra Agricultural Research Project at
an A.1.D. cost of $1.7 million;

- Construction of 46 model farms, 10
irrigation systems and 11 access roads in
the Citanduy River Basin under the
Citanduy II Project for an A.I.D.
contribution of $1 million;

- Construction of four training centers in
four provinces under the Financial
Institutions Development Project at an
A.I.D. cost of $1.6 million; and

- Implementation of economic development
subprojects in 8 of Indonesia's 27
provinces wunder the Provincial Development



Projects I and II from 1977 until 1985 at
a total A.I.D. cost of $23.1 million.

The FAR with advance of funds variation was wused to finance
the A.I.D. contribution for partial construction of one
irrigation system under the Citanduy IJ Project totalling
$18,000. The percentage of actual cost variation was to be
used to finance the A.I.D. contribution of $9.8 million to
subprojects under the Provincial Development Projects I and
II implemented subsequent to 1985.

B. Audit Objectives and Scope

The purpose of this limited financial and compliance audit
was to determine whether USA:D/Indonesia had complied with
Agency regulations concerning the wuse of fixed amount
reimbursement (FAR) procedures for project financing. The
audit was made at USAID/Indonesia and included analyses of
Mission projects financed through FAR procedures which were
active at the time of the audit. These projects were the
Applied Agricultural Research Project, the Citanduy 11
Project, the Financial Institutions Development Project, the
Provincial Development Projects I and II and the Sumatra
Agricultural Research Project. The audit was limited to
$39.1 million in A.I.D. reimbursements for activities wunder
the six projects funded through FAR procedures. The host
government contributions to these projects were not
reviewed. Audit work included reviews of project
administrative files and financial records, analyses of
Agency and USAID/Indonesia guidance on the wuse of FAR
procedures and interviews with USAID/Indonesia officials.

The audit was conducted between October 1986 and September
1987. It was made in accordance with generally accepted
government auditing standards. Internal controls and
compliance work was limited to the findings discussed in the
report.



AUDIT OF FIXED AMOUNT
REIMBURSEMENT PROCEDURES AT USAID/INDONESIA

PART II - RESULTS OF AUDIT

Audit work demonstrated that USAID/Indonesia had not
complied with Agency requlations concerning the use of fixed
amount reimbursement (FAR) procedures in five of the six
projects reviewed. As a result, USAID/Indonesia made
inappropriate cost reimbursements for activities financed
using FAR procedures under the Applied Agricultural Research
Project, the Sumatra Agricultural Research Project, the
Citanduy II Project and the Provincial Development Projects
I and 1II. In addition USAID/Indonesia made reimbursement
payments fer 10 project segments financed oy FAR procedures
under the Citanduy II Project which had not been inspected
to ensure that they conformed to design specifications ang
standards and could not locate inspection reports for 10
other project segments.

In 1985, USAID/Indonesia appropriately changed the funding
methods of the Provincial Development Projects I and II from
the pure FAR variation to {he FAR-percentage of actual cost

variation. This change was made because project officials
felt that the projects were unsuited to the pure FAR
variation. The diversity of project activities and

dispersion of sites created difficulties in meeting the pure
FAR variation requirement that all project sites be
inspected. Project officials believed that inspection on a
sample basis permitted under the FAR-percentage of actual
cost variation was more appropriate, A total of $23.1
million in A.I.D. funds was expended through the pure FAR
variation before the funding methoa was changed. Although
the change to the FAR-percentage of actual cost variation
was appropriate, there were implementation problems with the
revised funding method. Audit Report Number 2-497-88-03,
Audit of the Indonesian Provincial Development Projects I
and II, dated January 29, 1988, recommended modification to
the revised funding procedures.

This report recommended that the Mission Order on use of FAR

procedures be expanded to provide the necessary
implementation guidance and that such guidance be applied to
future projects financed through FAR procedures. The report

also recommended that inspections be conducted of activities
under the Citanduy II Project and that bills of collection
be issued to the Government of Indonesia for activities
which do not conform to approved plans and specifications.



A. Findings and Recommendations

1. Revisions Are Needed in the USAID/Indonesia Mission
Order on Fixed Amount Reimbursement Procedures

A.1.D. Handbook 3, Project Assistance, Appendix 3J and
USAID/Indonesia Mission Order 1900.6§ described procedures
and guidelines for wusing fixed amount reimbursement (FAR)
procedures. USAID/Indonesia made inappropriate cost
reimbursements for project segments financed through FAR
procedures under the Applied Agricultural Research Project
and the Sumatra Agricultural Research Project, and made cost
reimbursements for 20 segments under the Citanduy II Project
without assurance that the segments met design specif-
ications and standards. These situations occurred because
USAID/Indonesia Mission Order 1900.6 did not adequately
describe (1) FAR implementation procedures, (2) guidance on
changing from FAR procedures to other financing methods when
necessary and (3) inspection and documentation requirements
for projects or segments financed through FAR procedures.
As a result, USAID/Indonesia made excessive cost
reimbursements totalling $730,042 for activities under the
Applied Agricultural Research and the Sumatra Agricultural
Research Projects and could not be sure of the
appropriateness of reimbursement payments for 20 project
segments under the Citanduy II Project totalling $225,450.

Recommendation No. 1

We recommend that USAID/Indonesia revise USAID/Indonesia
Mission Order Number 1900.6 on the use of fixed amount
reimbursement procedures to include guidance for
implementing activities funded through such procedures,
changing from fixed amount reimbursement procedures to other
financing methods when necessary and inspection and
documentation requirements for projects or segments funded

through fixed amount reimbursement procedures. The
revisions, which should apply to funds commitments under
fixed amount reimbursement procedures made after

modifications of the Mission Order, should describe:

- Formats for fixed amount reimbursement
agreements and types of information which
should be included;

- Guidance on dividing projects into
quantifiable segments and establishing
fixed reimbursement amounts and
percentages;

- Variations of fixed amount reimbursement
procedures and circumstances and kinds of



projects appropriate for each;

- Procedures for inspecting and accepting
completed activities for reimbursement;

- Conditions which justify deviation from
fixed amount reimbursement proceduces;

- Alternative funding options; and

- Documentation requirements and procedures
when changes from fixed amount
reimbursement procedures to other funding
methods are necessary.

Recommendation No. 2

We recommend that USAID/Indonesia inspect activities funded
through fixed amount reimbursement procedures under the
Citanduy II Project which have not been inspected or for
which inspection documentation does not exist to ensure that
they were completed in accordance with approved design
specifications and standards, and issue bills of <vcollection
to the Government of Indonesia for the A.1.D. reimbursement
for those which do not meet required specifications and
standards.

DISCUSSION

A.I.D. Handbook 3, Project Assistance, Appendix 3J titled
"Use of Fixed Amount Reimbursement Method For Local Cost
Financing" described the overall Agency guidance concerning
use of fixed amount reimbursement (FAR) procedures. (See
Exhibit No. 1) It described the four variations of FAR
procedures and specified when each was appropriate,
established in general terms the types of projects
appropriate for each variation, and discussed internal
controls for ensuring that reimbursement payments were
proper.

According to Appendix 3J, the host government wused 1its own
resources to implement projects funded under FAR
procedures. The FAR funded portion of the project was
divided into cuantifiable self-sustaining segments which
would be wuseful 1in their own right when completed. The
amounts of the A.I.D. financing, the fixed reimbursement
amounts, for the project or specified segments were set in
advance Dbased on approved design specifications and
standards. fhese amounts were based on percentages of
estimated implementation costs derived from the design
specifications and standards. The reimbursement amounts
were fixed and did not vary during implementation. Costs in



excess of the fixed amcunts were absorbed by the host
government. If implementation costs were less than the
fixed reimburcement amounts, A.I.D. paid the full fixed
amounts. Appendix 3J also directed that A.I.D. inspect the
quantifiable segments prior to reimbursement to ensure that
they conformed to approved design specifications and
standards.

A.I1.D. Handbook 3, Project Assistance, Appenuix 6B, entitled
"Guidance Notes For Preparing Model Project Agreements",
directed that FAR procedures be outlined in the loan and
grant agreement, if such procedures were wused to disburse
A.I.D. funds.

USAID/Indonesia Missicn Order No. 1900.6 established a
written policy for inspection of construction projects or
segments funded under FAR procedures. It required
engineering 1inspection reports or a memorandum from the
mission engineer certifying that the project or segments
were completed and had been inspected by A.I.D. before
reimbursements were made.

Inappropriate Reimbursement Payments Were Made - USAID/
Indonesia reimbursed costs 1in excess of the agreed fixed
reimbursement amounts for construction funded through FAR
procedures under the Applied Agricultural Research Project
and the Sumatra Agricultural Research Project. In addition,
USAID/Indonesia could not De assured of the propriety of
reimbursement payments under the Citanduy II Project.

The Apolied Agricultural Research Project financed
construction of 12 agricultural research centers in
Indonesia's outer islands. In accordance with FAR

procedures, the construction was divided 1into 26 segments
with fixed reimbursement amounts established for each. A
total of $2 wmillion in A.L.D., funds was comnitted by
individual project implementation letter (PIL) for
reimbursement of the construction activities. The seven
PILs specified the fixed reimbursement amounts as 40 percent
of the westimated construction <cost for each construction
segmenrnt and stated that the A.I.D. commitment would not vary
regardless of fluctuations 1in artual <cost. Also the PILs
stated that any unforeseen cost increases would be borne by
the Government of Indonesia (GOI[).

USAID/Indonesia reimbursed 56 percent of +the construction
cost for one of the 26 construction segments under the
Applied Agricultural Research Project. Construction funds
for the Bogor Food Crops Research Institute Phase 1 were
committed by PIL Number 10 issued 1in July 1983. The PIL
stated that the construction plans, specifications and cost
estimates for this segment had been reviewed and approved by



USAID/Indonesia and that the Mission agreed to reimburse the
GOI 40 percent of the construction cost or $314,405
(Indonesian Rupiah 314.7 million) under FAR procedures. The
construction segment consisted of an auditorium, four
warehouses, a workshop, fertilizer storage facilities and
green houses. Funds were also included for a drying floor
and site preparation. In a subsequent PIL dated September
1983, USAID/Indonesia notified the GOI that an engineering
inspection revealed that the auditorium construction
deviated from the approved plans and specifications and
therefore was unacceptable for reimbursement under FAR
procedures. In October 1983, the building was reinspected.
Although the auditorium was found to be structurally safe,
it still deviated from approved plans and specifications.

In December 1983, USAID/Indonesia issued PIL Number 20 which
redistributed funds between the buildings constructed under
the Bogor Food Crops Research Institute Phase I segment of
the project. (See Exhibit No. 2.) The PIL changed the
reimbursement percentages for each building wunder the
segment. The PIL stated that the auditorium construction
was unacceptable for reimbursement and, therefore, reduced
the A.I1.D. reimbursement amount for the building from 40
percent of estimated construction cost to zero. However,
the PIL increased the reimbursement amounts for the other
buildings under the segment from 40 percent of estimated

construction cost to 56 percenc. Therefore, the total
reimbursement amount for the entire project segment remained
unchanged at $314,405. As a result, USAIO/Indonesia

reimbursed the total approved fixed reimbursement amount for
the project segment even though the auditorium construction
vas found to be unacceptable.

A.I.D. reimbursed construction costs in excess of the agreed
fixed reimbursement amounts for construction activities

under the Sumatra Agricultural Research Project. Eight
agricultural research centers were built in 14 construction
segments under the project. In accordance with FAR
procedures, separate design specificaticns and cost
estimates were prepared for each project segment. The
design specifications and cost estinates were reviewed and
approved by USAID/Indonesia. .eparate A.1.D. fixed

reimbursement amounts were established for each of the 14
segments based on 29 percent of estimated construction cost
with the GOI contributing the remaining 71 percent.
Reimbursements for nine of the l4 segments were made at the
29 percent rate. However, contrary to FAR procedures which
restricted A.T.D. reimbursements to the approved fixed
amounts, USAID/lndonesia changed the reimbursement amounts
from 29 percent to 100 percent of the estimated construction
cost for the five other project segments. Reimbursements
for these five segments were made at the 100 percent rate.



A USAID/Indonesia official said that although the fixed
reimbursement amounts for the five segments were set at 29
percent of estimated construction cost, reimbursements at

100 percent were necessary. Construction of the five
segments coincided with reductions in international 0il
prices. Revenues from oil sales dropped dramatically which

resulted in major cuts in the GOI budget. As a° result, the
GOI lacked funds to complete construction of the five
project segments or to finance 71 percent of the esktimated
construction cost. According to the project officer,
equipment for the research centers had been purchased and
scientists trained under the project had completed their
studies. One hundred percent funding of the five segments
was necessary to ensure that construction of the research
centers was completed so that research work could begin.

Procedures followed by USAID/Indonesia in dividing
construction activities wunder the Citanduy II Project into
quantifiable segments were inconsistent. - The project

contained three types of construction. The project built:
46 model farms which were divided into 102 construction
segments; 10 irrigation systems which were divided into 33
segments; and 12 access roads, each of which was considered
a separate construction segment. As a result, the
construction was divided into a total of 147 quantifiable
segments. (See Exhibit 3)

USAID/Indonesia followed different procedures in subdividing
the model farms, the irrigation systems and the access
roads. Separate design specifications and construction cost
estimates were prepared for each of the 102 segments of the

46 model farms. Fixed reimbursement amounts were
established at 50 percent of the estimated construction cost
for each segment. After the segments were completed,

USAID/Indonesia reimbursed the approved fixed anounts to the
GOI.

A different approach was wused to segment the dirrigation
construction. Design specifications and cost estimates were
prepared for each irrigation system as a whole and fixed
reimbursement amounts were established for each system.

However, construction and cost reimbursements were
accomplished in segments. For example, PIL Number 129
established the A.I.D. fixed reimbursement amount of
$109,000 based on 50 percent of the estimated construction
cost of the entire Cimuli irrigation system. However,
construction of the system was actually accomplished in
seven segments. An inspection by A.I.D. in July 1986 found

six segments ready for reimbursement and a payment of
$51,000 was made in August 1986 for the six completed
segments. The seventh segment was completed in September
1986 and reimbursement of $18,000 was paid in November



1986. Although the two payments equalled the fixed
reimbursement amount set for the entire irrigation system,
reimbursement amounts had not been established for each
construction segment. As a result, USAID/Indonesia could
not be assured of the reasonableness of amounts paid for the
individual segments.

USAID/Indonesia made cost reimbursements for activities
funded through FAR procedures under the Citanduy II Project
without assurance that payments were proper. The project
was implemented 1in a series of 147 construction segments.
As shown in the following table, USAID/Indonesia had made
reimbursement payments to the GOI far 136 of these segments
at the time of the audit:

Quantifiable Segments Reimbursed by A.I.D.
Under the
Citanduy II Project

Segments Segments Segments Inspection Report

Activities Reimbursed Inspected Uninspected Missing
Model

Farms 98 88 10 -
Irrigation

Systems 32 22 - 10
Access

Roads _._6 6 - ~-

Totals _136 116 10 10

Final inspection reports or memoranda certifying inspection
by USAID/Indonesia prior to reimbursement were available for

116 or 85 percent of the 136 segments. No such documen-
tation was available for 10 irrigation system segments and
10 model farm segments. These 20 segments represented 15

percent of the 136 reimbursed segments under the project.

Project records indicated that inspections had been
conducted for the 10 irrigation system segments however
project officials could not locate the inspection documen-
tation. Project records indicated that no inspections of
the 10 model farm segments had been conducted. Therefore,
USAID/Indonesia reimbursed construction costs for 20 project
segments without assurance that the construction had been
completed in accordance with approved design specifications
and standards. As a result, USAID/Indonesia could not be
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assured of the propriety of these reimhursement payments.

The Mission Order Was Incomplete - USAID/Indonesia Mission
Order 1900.6 did not adequately reinforce gquidance fram
Appendix 3J of A.I.D. Handbook 3 on FAR procedures. As a
result, the procedures followed by USAID/Indonesia 1in
implementing three projects funded through FAR procedures
did not conform to Appendix 3J requirements.

The Mission Order only briefly described FAR implementatiaon
procedures in the background section. According to the
Order, projects or segments funded through FAR procedures
should be self-sustaining wunits generally of a capital
nature. It also stated that the amount of reimbursement
should be fixed in advance, based on cost estimates reviewed
and approved by the Mission. The body of the Mission Order,
entitled "Policy/Procedures," required that an inspection
report or certification of inspection by the USAID/Indonesia
engineer be included in the reimbursement documentation.
The inspection report or certification should indicate that
the project or segments had been inspected, determined to be
complete, and were eligible for reimbursement.

The purpose of the Mission Order was to establish a written
policy for inspection of construction projects or segments
funded through FAR procedures and for reporting the results
of engineering inspections to project officers. The Order
did not address many key aspects of FAR procedure implemen-
tation. For example, since the Order applied only to
construction activities, it provided no guidance on
non-construction projects or segments funded through FAR
procedures such as the Provincial Development Projects I and
1I. The Order did not provide formats for FAR agreements or
identify the types of information that should be included in
such agreemants. The Order did not contain guidance on
dividing projects into quantifiable segments or establishing
fixed reimbursement amounts. It contained no guidance on
reviewing and approving design specifications and cost
estimates for activities funded through FAR procedures. The
Order did not describe the FAR variations or the
circumstances and kinds of projects or segments appropriate
for each., There was 1little guidance 1in th2 Order on
conducting and documenting inspections of completed projects
or segments and accepting them for reimbursement. An
example of a Mission Order containing such guidance was
provided to USAID/Indonesia for consideration.

In general, mission officials believed that Handbook 3,
Appendix 3J provided guidance concerning project design and

implementation rather than mandatory requirements. As a
result, they believed deviations were permitted based on
changing requirements and conditions. They also believed
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that the deviations from FAR procedures which occurred under
the Applied Agricultural Research Project, the Sumatra
Agricultural Research Project and the Citanduy II Project
were Jjustified. Decreases in international oil prices and
devaluations 1in the Indonesian currency resulted in
shortfalls in GOI ©budgets. Therefore, deviations from FAR
procedures were necessary to accomplish the objectives of
these three projects. However, the officials agreed that
the Mission Order did not provide the guidance necessary
when such deviations were required. O0Officials stated that
they would consider amending the Mission Order.

Fixed Reimbursement Payments - USAID/Indonesia made
inappropriate cost reimbursements for three prajects
totalling $955,492. Under the Applied Agricultural Recearch
Project, the Mission paid $89,763 in excess of the approved
fixed reimbursement amount for a construction segment.

Under the Sumatra Agricultural Research Project,
USAID/Indonesia reimbursed 100 percent of estimated
construction cost for five project segments when the

original intent was to pay only 29 percent of estimated
cost. As a result, the Mission paid $640,279 in excess of
the reimbursement amount originally specified. Under the
Citanduy II Project, the Mission made reimbursement payments
for 20 project segments which had not been inspected or for
which inspection documentation could not be located. As a
result, USAID/Indonesia made reimbursement payments
totalling $225,450 for 20 project segments without assurance
that the segments were completed in conformance with design
specifications and standards.

Management Comments

Management comments, included in their entirety at Appendix
A, agreed with two recommendations contained in the draft
audit report requiring modifications to Mission Order 1900.6
on fixed amount reimbursement (FAR) procedures and stated
that management was in the process of revising the Mission
Order. One recommendation concerned specifying formats for
FAR agreements and types of information to be included 1in
such agreements. The other recommendation required that the
Mission Order provide guidance for changing from FAR
procedures to other financing methods when necessary. Since
the two recommendations were related, management requested
that they be combined.

Office of the Inspector General Comments

The two recommendations were combined in the final report as
Recommendation Number 1.

12



Management Comments

The draft audit report recommended that USAID/Indonesia
review and modify as necessary on-going projects funded
through FAR procedures to ensure that they conform to
revisions in Mission Order 1900.6. Management believed that
modifying on-going projects would require too much time and
work considering the advanced implementation stages of these
projects.

Office of the Inspector General Comments

The recommendation that on-going projects funded through FAR
procedures be reviewed and modified was not included in the
final report. However, to ensure that revisions to the
Mission Order were implemented, this report recommended that
all commitments of funds made after revision of the Mission
Order conform to the new procedures.

Management Comments

Management agreed with the recommendation that activities
under the Citanduy II Project funded through FAR procedures
be inspected. Management said it had taken action to
conduct such inspections and would provide copies of
inspection reports.

Office of the Inspector General Comments

Recommendation Number 2 in the final report which required
inspection of activities funded through FAR procedures under
the Citanduy II Project can be closed upon submission of
inspection reports to the O0ffice of the Regional Inspector
General for Audit, Manila.

13



B. Compliance and Internal Controls

Compliance

The audit identified non-compliance with A.I.D. regulations
concerning the implementation of fixed amount reimbursement
(FAR) procedures in five USAID/Indonesia projects. Under
the Applied Agricultural Research Project and the Sumatra
ARgricultural Research Project, USAID/Indonesia
reimbursements for several project segments exceeded
approved fixed reimbursement amounts. This was contrary to

guidance contained in A.I.D. Handbook 3 - Project Assis-
tance, Appendix 33, ~concerning the implementation of FAR
procedures. Inspections corducted by USAID/Indonesia in

reimbursing for activities funded through FAR procedures
under the Citanduy II Project and the Provincial Development
Projects I and Il did not conform tov guidelines contained in
Appendix 3J of Handbook 3. Nothing came to the auditors’
attention as a result of specific procedures that caused
them to believe untested items were not in compliance with
applicable laws and regulations.

Internal Controls

USAID/Indonesia Mission Order Number 1900.5 on the use of
fixed amount reimbursement procedures did not adequately
reintorce guidance on FAR procedures contained in Appendix
3J of A.I1.D. Handbook 3, Project Assistance. The Mission
Order brieflw discussed inspection procedures for
construction activities. It did not discuss
non-construction activities funded wunder FAR procedures or
prescribe formats and implementation procedures for FAR
agreements.

The audit also disclosed that inappropriate payments were
made for activities funded through FAR procedures under the
Citanduy II Project. Reimbursements were made for 10
activities which had not been inspected to ensure that the
activities conformed to approved design specifications and
standards. Inspection documentation for 10 other project
segments could not be located.
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APPENDIX 3J

USE OF FIXED AMOUNT REIMBURSEMENT
METHOD FOR LOCAL COST FINANCING

Ae Pollcy

Iz is AID policy to use the fixed amount resizbursemenc mechod
Yhere the projecz structurs and available qualified parsonnel in the

¥ission or from the host count:y zeat the c=iteria discussed iz Seczion

n

C, below. %hile the cztieria and preconditions for usizg the fized
aoount raizpursezect zechod may he difficule to meas, the Hanefisg
from the zmechod ars suck thac field Missions should seak =o agply the

getlod as ofzan as possible., The “pure” Fized Agounz Zei=pussement

(FAR) Mechod desczibed in Sac=iom 3 and.the 7ariacions desc=<=ed i{n

SeczZon D are aczeptable alrerzactives, even though noc all of the laczar

provide for tie refopurdemest of a fized arount.

3. DefizitZsn 3f Filzed Anounr Jeiztursemant Merhod

l. The prinary discizccion between this mechod and otker

disbursement cechods i3 thac the reizpuriemenc i3 =zade for ourzuta

racker thaa lapuca; AID L3, therefore, uot concaraed about the procsdures

ugsed by rte 3/C {n acguiriag the fopucs. If i3 meraly conceraed abouc
the ccnforzance of the oucpucs to previously agreed steciiZzacions ar

standiards. Iao the “pure” FAR mectod, a further discincszion fzzm ocher
disbursemenc proczdures L3 cthac AID'3 paymencs are not bSasad om acszual

cost. HRacler, the amount of reizbursement {3 fi1xed {3 advaoce basad

upon reascnable cogt estinaces revieved and approved by AID. Reizpursesenc

13 made upon physical complecion of a projec:z ar subprojecsz or a quanci-—
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AID HANDBOOK 3,

$2abla alemenc withia che projec:.
this mechod:
a.

ved

quantifiaple elazent

There ars t¥o egsezcial asgecss of

The definiczion of a toctal projecz (suboroject or a

sithin a projecz), the presaracion of casTt estlzacas

and an agreezent i1 advacce ou the amount of AID's cancTibucion, and

b'
upen wor'k.

2‘

Reizbursemenc upoa satisfzcczory complecion of Cle agraed

Decar=inacion of 2roiecs Costs and Amount of ALD Concribucsian

d.

The recipient governmenc aud AID idencily

she projez:z for

which U.S. assiscance {3 desired, togecher with escizaced fizageial

requiremencs for the tocal projecsc as vell as suboprojecza.

The recipianc

gover—ment may {oclude Lo i£3 escizaces of cusct3 ao amount for {nZlacion

for the expeczed time period for pruject lapieaeacizion et 20 excoad

2 vears, based on available toformatilon and scudy.

The reclipiaac govaerc—

@ent sutcits design specificaciomns and coust esclzactasy f53r reriev and

approval by ATD.

b.

AID decermires the amounc of Lts conc-ibucioa to Che

tocal projecz and the allocaciom of i£3 comcribuclom to gpaziil

subprojecs and/or elemeats.

The amounc of AID's conc-ibutlon to
be cancrolling., 1f unforesaan cosC [pcreades
will be borae by che reciplenc. Lf cosca ace

AID's contzibucion w11l nor be reduc=d.

the toral projecc will
are encountceraed, Caese

less =San thogde estizaced,
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3. Rai=pursement M:ithod

The recipiant goverzzent usizz LI5 owm 2unds praceady wililh
{=plemencacion of the projeci. The AID ¥issioam, s1is4q Lz35 owam scafl
or consulzznzs, monitors and c¢aaducss periodic {zsgecsions =3 satisiy
{rself zhat che projecz Ls beiag {zplemencad iz aczard wizh agTzed
specifications 1z order ta facilitacza fi-al ioscec=ilon and icz27CiEnc2.
Whea the prolecsz, subpraoiect or alemenc has Seez c=-aplarad, ALD =zkas
a £izal {ospeczilom and (£ acczeptahle AID raizbursas the zaclgiang
the ago-2ed amounct foar the projecs, sugpro jecs or elazenc. (See:

C. Coitaria and ?roceduras for deseription of subproiecZ or alameac.)

C. sizaria and Proacedures

L. Based on AID expersiance to daca LI has Deea cancluded
chat che fixed amouat reimburse=ment mecicd can bte suczessfully ucilized
for many AID-‘financed projects, capical or moncapitai. dovever, because
of the finmancial burdeas placed on the axecucing ageccy, the fized
amount reimbursement zechod seems to be Ihe @a8C aporopriace for low
cosc, shorz-zerm projeczs (gemerally t%o yearws oT less), or projecca
which can be made divisible {nto seg=enc3 small ezougdl 2o enahle tle
ezecuting agency7 to complece subprojecid or quantified alezmenca wizhiz
the praiecz, before recaivizg AID disbursezenc. Subprojects or elezencs
should be generally of such nacure thac chey zay be compleced in 10 nore
than 9 to 12 monchs from the dace of {zitiacZom orf Jork.

2. Subprojecca ar elemeats should be selé-suscainizg uniza

that will be useful and deairable im thelr guu tizic, regardless of

vhecher other suborojeczs or elemencs are complected.
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3. The raizpyrseszanct zechod leads Lza3ell parsizuliszrly wall

to projeczs undar whlch a larze sumbar of pnysizally sapacica coostrec-

-4
[¥)
la D)
[

tlon aczivities ara %o b2 carziad our, or whera a spacliiz gquancicy
comzodily (such as taxcbooks) arz to be producad.

4, “herz AID disbursemencs ars noC rslacad 2o fdenciilable
goods or servicas but €o ather criiaria, such as budgerary or ad=izi-
stTaclive perfordance, the fizead amount reizpursament zezhod L5 foc
applicabie.

S. It {3 parzicularly i{mporzant thar the 4ission assuzs
itself chac the recipienc organizacion has sufZicienc quallfled scail
and experience Co procsad with effeczive {oolementacion of the projecsz,

6. Ose of the fixad amount reimbursement method requires thag
the Missioca either chrouyn Lts own scaf? or through comctTacz' can provide
periodic inspeczions of the projecs a3 well as carzificacion thac tRe
subprojeczs or elements have beew completad 1a aczzordancs with plans
and specificaclona. As AID reinpursemenc is based apon csmoleced sub-
projeczs rachaer than acztual costs, savings from the escizaced coscs
will aczzue co the recipientc councsy ar orzanizacion. It {3, ther=fore,
parcicularly i{wmoortane thac aczeaciou be zivea to zuarante=ing thac she
projeccs be loplemenced in accordance with agreed plans and sveciflicaclons
and that any possible ¢nllusion between inplezenting aid inspeczion
perdonnel councerzing modificacions in inpucs be avoided.

7. An {nopartanc criterion that zust be zet relaces ta zhe
require=ent that AID make a2 decerminacioan thac a supprsjecs or alement
bas been ccupleced prior to reizburzemenc. Lt L3 quite probable cthac

there will be cases whare this decer=izacion will noc be appraopriace
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due to 3 #3ilurs t> mest praviously agrsed upon specificacloms, Iz such

cases. raizpursement must be refused. Iz i3 anecassary thac zhe ¥ission
ecarsfully evaluata the {zplicacions of such acsion on the ralaciorwsiiys
beczaen AID and the host governmczenc., The host countTy should be fully

apprised of the risk {cvolved in the procadures thac will be Izllowad

(¢4

efare decldizz ts gse the fixed acount Teizbursament s7yslam.

8. The fized amgunt raizmburse=ent nmechod assuzes k3 ke
recisient caouncsy aad grgzanlzation has sufilclanc fizaacizl rassurzes
ta provide necsssary working capical so that delays in raizpursezent
until completion of a subprojecsz or element w11l noc have a dec-izencal
effacz on projacz i{mplemencation. The Mizsioun sinould thoroughly anaiyze
the financiZal standing and resourcss apnd budgecary procadures of Cile
tecipient orgzanizacion prioc to recommending the use of the fized azount
relnpursement zethod.

9. The use of this mechod or of the variacilons desczibed

in Seccion D, below, should be discussed in the Projecz Zaper. The
paver should also explain the machod waich will be followed to secure

local curTarcy resourcas,

D. Altermarivye Procodures

Theres are a gumber of accspcable variacions {n reizbursezenc
metlods which may be adopced. le these variacioms diflfar iz

{=portant aspeccza from the firxed amouct refabursemeut mechod, thedlr

RO
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use =zeaecs scz=e of the objacztives snd advancages of the flxed acoun:t
reimbursezeat method. The varizcions icclude the Sollowing:

l. Advancs of AID Funds

Trom time to time thera will be situacions when the hosc
count=y does act have the budgat to pravide workiag capital on a curTanc
basis so a5 to per=it projeczs/subprojeczs to gec underway axpediziously.
This may parsicmlarly be t=ue in a aumper of Relacively Laast Develaped

Countzias (213C's) %nera budgec

[ 1Y

smds ara in shorz supplv. Under thase
circimscancss and following a thorough review of the hosz coumzI7's/
recipienc's fizancial position and budgezary procadurss, AID could com-
sider advancizg funds to perait work to begiz. Whez reiadursement is

made for czmpleced subprojecss, AID would deducz a pro raca azouzt frmm

each paymezt uncil the advance i3 complecaly woriked off witk Zizal

[+ N

teinpursement. All otler cxitaria and procedures sec Iorch for fiza
auount reimpurse=eac (C. above) w11l apply.

2. Filixed imounr Reizbursemenc with
Escalacion lezociaced 2ariodicallvy

Wher inflation i3 a major problem, AID can consider negociaciag
pertodic {ncrnases {n {t3 fized amounc concTibution to the subprojecsz(s).
Tbds arTangemenc would be most applicable where AID {3 flaanecizz zany
small subprojeczs of the same type gver a aumber of years; 8.3., €3n—
stTuczion of 150 schools over a perifod of 2 ta 3 years. In this -ituaclon,
AID would agree to a fized amount reizpurzenenc for, say, S0 schoaola o
be completnd duriag the firsc year and renegoclace the f{ixed amouac czo~
t=ibuiion for the schoola to be constzucted during subsequenc yeari. The
advancage of this approach would be to perait AID and the horzower to

prics projecz coscs more realdistically and reach agraemenc oun a realiscic

8
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f2=ad amount comesibduciom. It would avoid fneludi=z subscancial sscalacion
13 the AID fized acount concIibucion. Al ocher exizariz and grccaduQas
sac forzh Zor the fired amount reimbursement (C. above) will couciaue 3
apoly.

l. Parcantage of Aczual Cost Rei=pursement

3. From time to tizme carzail projec=s f£inanced Sy AID will
not per=it completica of desizn specificanion ac Ihe ouctsat so as C9 he
abla to escabilsh reasonable cost estizatas for Ladividual subprojeczs.
for example, a rural works projecz, wnich L5 laber incansive, {zcludes
a large aumber of small diverse suborajeccs (fazder roads, hridges, small
irrigacian, ecc.) and where many of these 3ubprojecis are scatzarsad over
a wide geograpnic area, Lis a good case in point. Projeccs of tais cype
do noc lend themselves to “fixed amount” reimpurzemenc because desiga
specificacions and cost escimaces for individual subprojec:s are zade
during the life of the projecc. dHowaver, Lt Is possible to idenciiy
design criteria and coustTuccion procszdures wnich will be used and on
whichk cost escimates will be based. Thus, while zhe fixed amount rei=—
bursemenc praocsdure cannot be applied, AID could reimpurse for a fixed
percaancags of aczual coscs of completad subprojeczs. Unde: these cizzux
stances, prior to reimburdement AID wuuld require documencacZon aad avidencs
which would verify aczual coscs expended for che suuproje=c{s) and a carti-

icacion by the 3orzower that the subprojezc(s) has beem ccuoleced iz
accordance with agresd on deaign specificacions and ocher erireria. Lx

addition, AID would provide for inapec=iom of the facilitles under

conscruccion and fizal inapeczion of tze compleced subprajec={a). Suck
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izspeczion could be done ou a zacal ar sample basis, dependizg om our
assesszment of the sapabilizy of the fgrraser/iz=plamencizy agecey.

Y. At cthe oucsef, AID would agrzs to fi:;nci:g a £izad raclo;
e.3., S0% of the actual cost of 2ach suporojecz ccmplatad. TZ suporaiec:
coscs izc-=asa, AID would be fizancizg a larzer amounc than exgectad
alshough the riclo would remain the saze. Unless tha BorTswer Lls pra=
parad to izmcs2zase his conczibuclom, c3st ascalation would lesad %o a
reducsion iz t:e gumper of subprojeczs E4nancad with AID rasources, -
because AID's concsibution o the overall projecz is {ixzed.

c. This altsrmarive is oot as atITactive as Ite fized amounat
reinbursement procedure; howerver, Chere ara 52211 a oumber of advacrages
in i3 use:

(1) AID's overall dollar commitzent o the tocal projecsz
renaing the same;

(2) AID does not incrsase its percaataige contributisu €I
anmuﬁ@ds@uﬂn:wnhuutwnnﬂnmam

(1) AID ouly reimburses for completed subprcieczs. 1£ the
subprojecz is not ccmpleced, AID does oot pay.

d. Pach of the mechods, of course, has advancages and dis—

advancages which should be considered in making a deceraizacon of the

mechad to be followed.
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Decamber 9, 1282

- !

Mr. H.A. Abdullan

Prcject Lazder AARD

Provek Peanelitian dan Pengembangan
Pertanian RI-uUsarp

Jl. Racunzn 290

Pasar Mingagu

Jakarza Selatan

Subjest AID Project No. 497-0302
Loan No. 497-T-064 (L)
Apolied Aaricultural Reszarch Project Const-uc=ion
Projecs Implementation Leztar No. 20

P-4

Dezr Mr, Abdullah:

Reference is made co your 'letter reguest No. 346/P4U/10/az
dated 1 Qc:ober 1983 concerning the audicorium now being .
constIuctad under the Bogor Phasa I Package I contrac:. 2s our
PIL No. 13 indicated, USAID will be unzhle to accapt the-
duditorium for reimbursament payment when it is complezad,

However, we agrae to reprogram the funds committed in PIL No.
10 as follows:

Bodor Food Crops Resaarch Instituts Phasa T:

Package Item Estimated Maximum Reimbursa-
Cost (Rp) Reimburs- ment (%)
able (Ro) Approx.
Amount
I Auditorium - 224,332,968 Q 0
Warehousa I 83,366,272 46,670,940)
(post harvest) . )
Warshouse II 65,080,587 36,434,054) 583
(germ plasm) )
Diying floor 24,770,092 13,867,041)
Building Site . 3,445,825 °  3,048,736)
preparatiaon
‘Totals 402,995,724 - 100,020,771 25%
Iz Warehousae III 31,329,780 17,539,351)
(commen goods) . )
Warehouse 1V 81,503,85¢ 45,624, 304) 563

(mech's tools) )

EXHI3IT 2
Project Implementation Letter Number 20 page 1 ot
LS UNITED STATEI OF AMERICA
RIS AGENCY FOR INTEANATIONAL DEVELOPMENT
"W"- AMEAICAN EMBASSY
‘l{{ili ' JARARTA, INDONESIA

L
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EXHIBIT 2

Page 2 of 3

[+ ]
up

On
[

wnen each of thesa

as meeting the
eimbursement wil
aoproximat
excsad the maximum

above and in nc case will
ead Rp.314,71¢9,

1l be
aly

the grand
6Q0.

Commitzents for Bogor Food C-ops Resaarch Instituts Phase IT,

Banjarbaru Food C-ops Rese=z

C-ops Resezrch Institute Phasa I remain unchanged.

If furcther clarifications are desirable, my staff will be
avallable to discuss them with you.

With kind ragards.

ce:
3-DE?LU
1-BAPDPENAS
2-DOA

Sincerely,
FIV AT

William P. Fuller
Director

rch Institute Phase I and Maros Food
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EXHIBIT 3

Division of Projects Into

Quantifiable Segments

Applied Agricultural
Research Project

Research Centers

Citanduy II Project

Model Farms
Irrigation Systems
Access Roads

Sumatra Agricultural
Research Project

Research Centers

Number of
Activities

12

46
10
12

Number of
Quantifiable Segments

26

102
33
12

—
S

TOTAL 147
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0" JLASSIFIED JAKARTA 81€7)3
ACTICN: AID-6 INFO: AMP DCM AA ECON/12
VZCZCMLOESE 17-DEC-37 TOR: @£3:42
RE RUEEML CN: 56622
DE RUEEJA #9533 351339 CERG: AID
ZNR UUUGU 723 DIST: AID
R 17¢339Z DEC 87 ADD:

FM AMEMPASST JAXKARTA

TO AMEMEASSY MANILA B1EQ
ET

UNCLAS JAXARTA 19533

AIDAC FOR RIG/A/M
E.0. 123%6: N/A

SUBJECT: MISSION COMMENTS ON DRAFT REPORT OF FIXED -
AMOUNT REIMBURSEMENT AGREEMENTS AT USAID/INDONESIA [Div 1ACTTVS
(RIG/EA-B8-2) oD | v
' E |
BELOY ARE MISSION RESPONSES TO THE FOUR RECOMMENDATIONS PRE
AS STATED IN THE SURJECT REPORT: igﬁ
A. RECOMMENDATION NC. 1: WE RECOMMEND THAT TD'
USAID/INCONESIA REVISE USAID/INDONESIA MISSION ORDER Eggq
NUMBER 1900.6 ON THE USE OF THE FAR AGREEMENTS TO ZEhy
PRESCRIPE IMEFLFMENTATION PROCEDURES APPLICABLE TO BOTH 1o
CONSTRUCTION AND NON-CONSTRUCTION ACTIVITIES BY PROVIDING c30
GUIDANCE ON: ) Tan
cO
-  FORMATS FOR THESE AGREEMENTS AND TYPES OF INFORMATION DI
WEICE SPOULD BE INCLUDED IN SUCH AGREEMENTS; DIVIDING oo |
PRCJECTS INTO QUANTIFIABLE ELEMENTS AND ESTABLISHING -QBAD.
FIXED REIMEURSEMENT AMOUNTS AND PERCENTAGES; - - R
-  TYPES OF THESE AGREEMENTS AND CIRCUMSTANCES AND XINDS ‘%&ﬂ}-yq
GF PROJECTS APPROPRIATE FOR EACH; AND 'Ir/xx'
-~ INSPECTING AND ACCEPTING COMPLETED ACTIVITIES FOR LR
REIMEURSEMENT.
DUE DATS
RECOMMENTATICN NO. 2: WE RECOMMEND TEFAT USAID INDONESIA -t

REVISE MISSIOMN ORDER NUMBER 190¢.6 ON THE USE OF FAR TO
PRESCRIETZ PROCEDURES TO BE FOLLOYED WHEN A CHANGE FRCM
THESE PROCEDURES TO ANOTEER FIMANCING METHOD IS NECESSARY
BY PROVILING GUIDANCE ON:

- CONCITIONS WHICH! JUSTIFY DEVIATION FROM THE FAR
PROCEDURES;

- ALTERNATIVE FUNDING OPTIONS; AND

- DOCUMENTAT ION REQUIREMENTS AND PROCEDURES.

COMMENTS: USAID/I AGREES WITH RECOMMENDATIONS NO 1 & 2.
SINCE THESE TWO RECOMMENDATIONS ARE CLOSELY RELATED, WE
REQUEST THAT THEY BE COMBINED. WE ARE IN THE PROCESS OF
REVIEWING AND REVISING USAID/I MISSION ORDER NUMBER
1900.6 ON THE USE OF THE FIXED AMOUNT REIMBURSEMENT (FAR)
PROCEDURE. THIS REVISION WILL BE IN ACCORDANCE WITH AID
HANCBOOK 3 .~ APPENDIX 3J AND WILL ALSO BE TAILORED TO THE
INDONESTAN SITUATION.




UNCLASSIFIED JAKARTA @19553

E. RECOMMENDATION NO. 3: WE RECOMMEND THAT
USAID/INDONESIA REVIEW AND MAKE MODIFICATIONS AS
NECESSARY TO ON-GOING PROJECTS TO ENSURE THAT THE
PROJECTS CONFORM TO REVISIONS IN MISSION ORDER NUMEER
16¢0.6 ON THE USE OF FAR AGREEMENTS.

COMMENTS: USAID/I BELIEVES GOING BACK IS TOO EXTENSIVE
AT THIS STAGE OF TEE LIFE OF THESE PROJECTS. WE REQMNEST
RECONSICERATION OF THIS RECOMMENDATION.

C. RECCHMMENDATION NO. 4: V¥E RECOMMEND THAT
USAID/INDCNESIA INSPECT ACTIVITIES UNDER THE CITANDUY I1I
FROJECT WHICH HAVE NOT BEEN INSPECTED BUT WERE REIMEURSED
UNDER FAR AGREEMENTS TO ENSURE THAT THESE WERE COMPLETED
IN ACCOPDANCE WITH APPROVED DESIGN. SPECIFICATIONS AND
STANDARDS AND ISSUE BIWLLS OF COLLECTION TO THE GOVERNMENT
Cr INDONESTA FOR THE A.I.D. REIMBURSEMENT FOR THOSE WHICH
DO NOT MEET REQUIRED SPECIFICATIONS AND STANDARDS.

COMMENTS: USAID/1 AGREES WITH RECOMMENDATION NO. 4. WE
2AYE COMPLIED WITH THE PECOMMENDATION BY INSPECTING THE
REST OF THE MODEL FARM ACTIVITIES, AND THE REPORT
INDICATEL THAT TEESE ACTIVITIES WERE COMPLETED IN
ACCORDANCE WITH APPROVED DESIGN SPECIFICATICNS AND
STANDARDS. POUCHING COPY OF TFE INSPECTION REPORT.
CONNORS

BT
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Mission Director, USAID/Indonesia

Assistant Administrator,
Near East (AA/ANE)

Indonesia Desk (ANE/EA)

Bureau for Asia and the

Audit Liaison Office (ANE/DP)

Bureau for External Affairs (AA/XA)

Office of Press Relations

(XA/PR)

Office of Legislative Affairs (LEG)

Office of the General Counsel (GC)

of Copies

Assistant to the Administrator for Management (AA/M) 2

Office of Financial Management (M/FM/ASD)

Bureau for Science and Technology (SAA/S&T)

PPC/CDIE

Office of the Inspector General

IG

AIG/A

IG/PPO

IG/LC

IG/ADM

IG/11

RIG/I/M
RIG/A/Cairo
RIG/A/Dakar
RIG/A/Nairobi
RIG/A/Singapore
RIG/A/Tegucigalpa
RIG/A/Washington
RIG/PSA

S S S N o N N o Nl )



