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N0~IORANDUNI 

TO: 	 USAID/Dominican Republic Dire, or, Thomas Stukel
 

FROM: 	 RIG//A/T, 'otar
 

SIBJECT: 	 At dlit of JSAID/Dominican Republic's Local Currency Financial
 
Oversight System
 

The Office of the Regional Inspector General for Audit/Tegucigalpa has
 
completed its audit of USAID/Dominican Republic's Local Currency

Financial 	Oversight System. 
Five copies of the audit report are enclosed
 
for your act ion.
 

The draft ao-lit report was submitted to you for comment and your comments 
are attache, to the report. The report contains five recommendations.
Reccsnmendations Nos. 3(a), and 4(b)(ii) are considered closed upon final 
report issuance, anil reqjire no further action. Recommendations Nos.
 
l(a), 4(b)(i), 4(c), 5(a), awl 5(b) are considered resolved but cannot be
 
closed 
until completion of planned or promised corrective actions. The
 
rest of the recornmendat ions remain unresolved at final report issuance. 
Please alvise ine wit 1in 30 (lays of any adIditional actions taken or 
planned to implerment the open recommendat ions. 

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



EXECITlVl,,IJ~tfRY 

Approximatelv $260.3 million in local currencv was generated from the 
Public Law 480 Title I and Economic Support Fund Agreements for 1984, 
1985 and 1986. Economic Support Fund local currency proceeds were to be 
used to finance development activities that directlv benefited the
 
Dominican Republic's private sector while Public Law 480 Title I local
 
currency proceeds to used to fund
were he self-help measures and
 
development activities that promoted growth in the agricultural sector 
and enhanced its self-sufficiencv. They were administered 5v the 
Technical Secretariat of the Presidency. 

The Office of the Regional Inspector General for Audit/Teoucigalpa made
 
an economy and efficiency audit of IJSAID/Dominican Republic's local
 
currency management systems established to oversee the utilization of
 
these local currency funds. The Drimarv obiective of the audit was to 
determine if they were adequate to ensure that local currency proceeds 
were used for iointlv agreed-upon activities. 

The audit found that the Mission's Local Currency Financial ianagement 
System did not adequatelv ensure that local currency proceeds 
were
 
r, ceived by implementing agencien and used to fund jointlv programmed
activities specified in pertinent agreemeents. Audit results indicated 
that the Mission needed more in-depth and participatorv oversight for its 
local currency program to ensure that the host government's monitoring 
was effective and adequately safeguarded local currency resources.
 

During the audit the Mission initiated a series of management actions 
that were designed to correct problems revealed though audit as well as 
to improve the Mission's financial oversight of the local currency 
program. The Mission hired a Personal Services Contractor in August 1987 
to oversee and evaluate the Secretariat's monitoring capabilitv and to 
enhance the Mission's own coverage of the local currency program.
Staffing increases were being considered for the Financial Analysis
Branch and Capital Resources Development Office in order to provide
better oversight and technical assistance to the program. The Mission 
was also considering providing the Technical Secretariat's Audit Office 
short-term technical training to assist it in expanding its coverage of 
the local currency Droram as well as to ensure that its auditors were 
well -versed in Iocal ,overnment a I svst ems and general lv accepted 
gove rnrnent a I a i it i n, st anda rd s. 

Specifically, the and it disclosed that tJSAI/DR's financial oversight
and tracking of local currencv disbursements was not sufficient to 
adequlat elv assure itsel f that local currency sdi sbu rsement were 
ultimately received by implementing agencies in the amounts originallv 
released for di shursement ; the Mission's financial reviews of local 
currency proiects were infrequent and not sufficientlv in-dept ih; the 
local cIlrrern(v disbursement svstem was overly complex. t ime-consuming and 
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did not r)rovitie an adeqjate audit trail for tracking local currency
di shursement s to t he ir end - IIse ; loc aI cuirrec v im Iement inv aenc ies 
of ten commi no led local currency proceeds with funds from their other 
operational accounts and projects; and the host country's financial 
monitorine of the local currencv Drogram was inadecpiate and, because of 
sVstem deficiencies. rnported problems areas often remained uncorrected. 

Mission Order No. 11-4 i ssuei on May 2, 1986 requi res that the 
Controller's Office maintai, adequate records for approved proiects and 
for local ctirrencv funds r-leased. Although the Controller's Office 
accuratelv recorded the funds released from the local currency bank 
accounts, no review was made to determnine whether the implementinp 
agencies had actually received the disbursements in the amounts approved 
for release by the ',fissions and the Technical Secretariat of the 
Presidency. This lack of financial oversight reportedlvwas caused by 
the Mission's of tracking currency bypolicv not local end-use executing
aoencies an,I a lack of sufficient Mission personnel for closer 
oversivht. \s a result, the Mission Controller's Office did not know if 
total local currencv disbursements were received by imr)lementin, agencies
and could not perform a complete reconciliation. The omission left the 
funds vlnerahle because of the uneven quialitv of host country financial 
reviews. 

The amid ir report recommended establ i slrnent by the Secretariat of a
 
mechanism to confinm to both parties that local currency proceeds had
 
been received by implementinp ayencies in the amounts released. The
 
Mission avreed with recommendation -1(a) and requested revision of l(b),

which we hnve done. Recommendation l(a) is resolved, l(b) remains open
 
at final report issuance.
 

Mission Order Number 11-4, issued on Mav 2, 1986, assigned the Mission 
Controllor's Office respnnsibilitv for conducting financial reviews of 
selected local currency proiects, coordinating other proi,,ct audits as 
necessary, and rerorting on the effectiveness of Technical Secretariat of 
the Presidency monitoring canal)i I i tv. Also supplemental uidance
contai ned in recent lv revi sed A. .I). Pol icy Determi nat ion Number S now 
requi r-s A.I.). to ensure that implement ing agencies have sufficient 
mana, ement cont rol s in place )rior to the di sbursement of local clurrencv 
funds. Althouph over $150,000,000 in equivalent local currency had 
renort edlv ber released to impllDemfnt i rig agen(: ies as of September 30,
1987, th- Mi, iion's financial ana lvsi s branch had performed no in-depth
fi na nc i aI rI- o f development proiects or of t hevirws 1oca I cir'rencv 

implement i rny ;nIemn i,s mana, itipthose projects since December 
8, 1986. 
Th- fi na n i a I re view, were not made due to the branch's ina(le(a te 
staff in ;p11,1the( pos,it ion taken ',v Controller officials that tiei r role 
was st ri ctI v oln(, of Ii mi.itd f i natc i ; 1 oVP,r'i ,ht . Unl ess the Mission's 
finan1c ial urnlvsi s braur nc conduo-t,; flpriodic reviews of s-le,]cted local 
(li rerer1YV ) t it (annot ac( urTatelv asSess the qa Iitv of mnonitori lig 

eif w' r)n,I Iy I the cr a localthat is td(.f),,, tariat . A-, result, currencV 
rese ll r c her( omne s",tec iia v vi 1iira i) 1 o mi srna nagemneln . )trinp our 
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financ ial review of lo(al Ci irroncv prog.ram rec ipient s. we found instances 
in which implenent in, aiiencv management coit rols were inadequate, local 
currencv furnding, had been comminoled or used for unailthorized punposes,
and A. I.1). -approved fund i no may never have been recei ved by the 
implement ino apencv. The report recommended that the Nlission provide 
more frequent and in-depth audit coverave ,of the local crIIrencv program, 
and that Ihe manauement controls of an implement i no ag encv he thorou hI v 
reviewed before local currency nroceeds were dishursed to it for project 
purposes. The .Mission generallv dis,- 2d with this findinp and it 
accordinulv remains open and unresolved ,non final report issuance. 

The Local Currency Memoranda of Understanding required that disbursements 
from the Government of the Dominican Republic's Central Bank to 
implementino avencies be accomplished within 10 .Jays. A review of
 
sampled disbursements from local currency bank account statements under 
Public iLaw 480 Agreements indicated that disbursements to implementin*
agencies were takino significantlv loner than the required neritod; were 
sometimes not in the amounts authori zed: as a result, couldand. often 
not be trace(d throiuoh the disbursement system within a reasonable period
of time, if at all. We att ributed the cause of the delays and 
inaccuracies to the laborious and overly complicated design of the local 
currency disbursement system. As a result, not only were disbursements 
of proiect funds to implement in, agencies delayed, thereby delaiinp 
progress of the proiects, but, local currency proceeds were commingled
 
with funds from other government general fund accounts and 
 were
 
untraceable. In addition, because accounting systems and internal 
controls were weak at the implementing agencv level, as we found during 
our audit sample, adequate assurance could not be provided in such cases 
that the funds would hte properly used. The report recommends 
simplification of the local currency disbursement system and suggests

that local currency proceeds be disbursed directly from the Central Bank
 
to the rquestine imlemeptin, aency. The Mission generallv agreed with
 
the rocommendation and initiated a dialogue to discuss improvement the
to 
local currency disbursement sv!,tem. Recommendation 3(a) is considered
 
closed upon final report issuance. 

The final two find ings discuss the -stabl i shent of separate hank 
accounts for local currencv generations and the need for improvements in 
the implemnent i n, aencv's audit reporting and follow-uTp systems. The 
Mi SsionIeneralIv a,reNed witlh those two findings annd has initiated 
actions to correct th,, problems note(] durin the audit. Recommendation 
4(b)(ii) is considrod closed upon final report issuance. 

USAIl/Dominican Reptubl ic 
re qIiest ed t hat t he foIl owi nv stat ement be 
insert ed into t h- Lxecit iv 5;ummarv Sect ion of this report: 

"'Ile I(; Pf-IDoI I i tho local (1urr-ncv prop ram ref l cIs a fundamental 
inisconc et ion rea rd itiv I he natuiire of rest)onsi l)ilit i-s associated 
with e'xf,(ilft in, a host comnt rv- financ ed local currencv prop ram. 
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St ich p roq rains a re f i na rco,I by the Ik,is Cotl rv wit h it s ownl 
reso i res These, rosourtos are ot 1J.,. appropriat ed FIIY S Illey 
are sujbiect to a negotiat e,t areement between A.I.1). and the host 
coiInlt rv in t hei r prog ramrni nQ anl (li sbursement and to the same 
laws, proc.(,.lres, anI inechan isms ernpi oved t o carry t heout 
goverrnment 's 1"q1] 'ur prog rains. The fi hanoi al oversight and 
manapement post ure a.iop te, I ji was exact lv thathe ission 

prescri bed 
at t he same ti ine by the original Policy Determinai ion
No. 5. While it is true that Uenty guidance was significantly
revised in Ocoher of 1987, the standards set forth in that 
revision shotuld not Ie appliol retroactively to activities which 
took plate in prior years. ik sipnificant part of the guidance
applicable to the pericxi covered by the audit (that is the 
orig i nal PD-5)vwas the ,interst andling that host count ry-owned
local currencies, lid, in fact, belong to the host country and 
were, to the extent possible, to be managed by them. As such 
these turrencies were pvimarilv the responsibility of the host 
country and stubect o their 'wn laws, rep ulations and even their 
ow,n i sbursemen procedures. These are not US-owned or dollar 
appropriated funds. \gencv policy during this peri(l did not 
provide hands-on management of host country-owned local currencies 
which were qenerate(l tnder the 1984, 985 and 1986 agreements.
The record clearly shows, however, that IJSAID/DR carried out a 
series of measures to help the GODR improve its abilities to 
manage its own local currency resources. Weaknesses in host 
government inst itutiiions and controls over local currency resoures 
requires us to help host governments improve their own manaRement 
capabilities. In no way, howe ver, does weakness in host 
government inst ititi management their resourcesions of own imply
that the lission 'lid not perform its oversight functions in
 
-e~ping with Vgencv policy in effect at the time.
 

In response, we that the beginning ofwoul i note since USAIl)/Dominican

Repuhlic's most recent local currency programi in 1982, the Mission has 
chosen to be higihlv involved in the programming of host country owned 
lotal 
currency. This policy of active part icipat ion in the programing
of local currencv resources carried with it a responsibility for the 
'tission to alequpately oversee the local currency program to ensure that 
proeets were received by end -users and ilize(d for joinily agreed upon 
ptrposes. 

In 'N.I.D./Washin ton's Policv Determination Number 5, Programming Public 
Law .180 Local Cu rrencv (;enerations issued on Febnary 22, 1983, the 
relationsi hip between a UISAII)'s participation in the programming of local 
currencv resource and its corresponding oversight responsibility is
(ii scusel . 'Wher *\.1.1). plavs a more act ive role" i n t he "(letai led 
prof, rarnuli np" of 1 curr-n(v .oncurutiron ishblrSemon ,(.;i ;iv i it,,; Ihe
IISAIIX st,li hav, a r,-pon,;i hi lit v for- mo n tori up and evaliiat inq the 
iimp , iron tho l rel(.. IJNA I)/lni nicannerrtt ait of u Si nrI c(.,1 re;our(_(-s. 
Republ . act1i yeI v part i i a, d inthe de ai lrd prop rarnininu, of the local 
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UIlrren( V i, 1] S ;ipproveI eIt d i shi jrsfmerine of IooLa i (Jlrr;nLV t o
reLipient s, in out ()pi nion, lISAI l/I)omi ni can ReplubI it assumed anof Ii Pa i i on i () pe ri od i calI v re vieow whet her i he Io(,a I currencies were bein 
properlv acount ed for :ndl lsed :ippropri at el v by i nt-fled rec i pi em s. 

Fi fnl Il v, (en Ihouti hi hose Io(l.i I (.lrrefLcy resot Irces are no IJ.5. 
appropr i atl t t'nd -;, thi s i s a USA 11) sponsored prog rain whose relat ive 
sIuccess or failtire is pibliiclv associate-d with the IU.S. Government andits development efforts in the Dominican Republic. We consequent lv 
believe thai the ultimate ownership of the local currency resources didnot diminish the 'Ilission's important responsibility to effectively 
oversee the program. 
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F INANC I A. OVERS IGIrl'
 
SYCUTEN 

PART I - INTRODUCTION 

A. Background 

In 1983 
A.T.D. published Policy Determination Number 5 (PD-5) whicJ

discussed different ways that USAID/',Iissions could 
 part icipate in

managing local (L/C) incurren:v prorams their countries. PD-S statedthat ,.I.T). involvement 
could range between two alternatives: recipient

governments could assume 
primary responsibility for allocating their own
budget resources, or A.1.D. could play a more active role in resource
allocation decisions. Examles of active participation by A. 1.1D.
Missions inc u,-co requiring klission approval on proposed host count rylocal currency projecLs, requirin., Mission concurrence for release ofdisbursements from local currencv accounts, establishment of speciallocal currency bank accounts and requiring perio-ic r-'porting on the 
stallS OF financial accounts arl iiflivi-lial projecs. 

For manaqemeni of the local urrency program thein Dominican Republic,

the 1JSAII) Dominican Repiiblic (USAID/DR) Mlission adopted a management
posture of limited involvement and oversight 
 over the end-use of local 
currency resources, even though it participated more actively in other
aspects of the local 
currency program. For example, the Mission required
its concurrence in proposed host country development project s, t hee';t abli she of a separate 
bank acc_ount for deposits of L/C proceeds,
and its approval for release of L/C project disbursements. Memoranda oftinderstanlinq governinq the mse of L/C and IJSAID/DR M4ission Order I-4
 
Rave overall monitorinq responsibil iiv 
 for the L/C Program to hleGovernment of the Dominican Republic's (,ODR) donor coordinating unit,

the Technical Secretariat 
 or the Presidency (Secretaria Tecnica de laPresidencia, STP). The lo.al currency oversight function was assigned toIUSAID/DR's Capital Resources )evelopment (MD) Office. In addition, each
Mission technical office was to provide expertise in its particular
functional area in order to assist STP in monitoring the implemerv'alionof part icllar proje si,of ihec l(xal cutrrency program. For examplr, the
Aqricu lt-al Offici! woild -issist in the implementation of local currencyawricuIti r, project; ,irnl ih Coniroller's Office would assist in the 
fi nanc i a I cont rf alI rovi PW of he prog,,rar. 

In klav ]080 1 I),/DR a lo,(Kal Currencv Prog ramil\ org anizP Team to program;inW oV,.r, o,,, lhe,. inl ii zat ion of approximately $260.3 ill ion in ,/C 
genor,ri, fr'om the , 480 Till, 1 1081, 1985 a d 19)86 'wgroemenis and the
1iconimih. 'upport hind (PTF) 101R, ant 1986 agyreements,. loca I Currencyproceedt; m ae rom i 1h P[, , 0 Iile Program and I :c(onomlic Suipport
Flumln Cash Tr;a1uSf ,rs were, oft en Serej'atee i inlto two hodet ( ;t e,ories for 

I
 



i l], I he same pro je, anl leIthe two prog, rams wer, often I reated 
ot a 

si 
c 

mi 
irrencV 

larl v 
proceed
for 

s qenerat
i 11 

ei f roin
f inanc coni ropurposes. 

USAID/DRs local currencv aqreement s specified 1hat ES- local crency 
proceeds were he1o used to finance development activitieshenefi ted that ,irectlyhOicDominican Repiihlic's private sector while PL 480 Title Ilocal currency proceeds were be toto used fund self-help measures anddevelopment activities that promoted qrow-h thein agricliiitural sectorand enhanced its self-sufficiency. 

In Nlay 1986 lJSAIDi'DR hired a Personal 
as Services Contractor (PSC) to workthe kfission L/C Program Coordinator.
evaluatinq the overall 

The PSC was responsible formonitoring capability theof STP, overseeing theprogramminq of approxim.ately $314,000,000 in U.S. equivalent localcLIrrencv generations for fiscal years 1982 throuqh 1W6, and coordinatingthe implement at ion of over 140 lotal currency projects undenay widelyscattered l ocations in the Dominican Republic. 
at 

B. Au!iti )bi ect i ves and Scope
 
The Office of 
 the Regional Inspector General madefor Audit/Tegucigalpaan economy and efficiency
and procedures 

audit of _ISAID/Dominican Republic's L/C systemseslablished to oversee the utilization of local currencyfunds generatet fron the 480Pi. TitleSupport Ftn, (1985, 
i (1984, 1985, 1986) and Economic1986) cash transfer agreements. The prima.,objeclive of the audit was to determine if they were adequatethat L./C proceeds to ensurewere used for jointly agreed-ipon activities specified

in the applicable local clirrenty agreemren s.
 
To accomplish 
 this objective, aiflit procedures included interviews withresponsible Mfission an! host countr, officials,agreements a review of applicableary] memorardai of understanding, analyses o :SAII)/DR and host
count rv implement ing agen(_y 
 books, records, ard bank stalements,field visits to selected fund recipients local 

and
and currencv prcvj.,ct sitelocations. The ai I t covered Economic Stppor iFtil andAqreements that qenerated (lal coIrrenty 

FL 480 Ti tIe I
valued at approximately $260.3million. 


currency 
Of that amoint, we review(e,] approximately 132,000,000 in localfond iru dishi rsedt to impleient ing agencies. Since A.I.1). wasnot responsi bl, for ov rsee i n-Title I cornmolit v salos to 

n accou i ng for host -coiint rv Pl, 180d ,es it sippliers, the andlil team did notevallat eWhe h'r a I1( ;l.s rovente real i zel fron he siles ofcommod i I i es tliewas propr .lv accoulnt (,- for ,eposi ted inaccount s. We 
art d L/C bankrevi ewod ai, I ova1 eIl h1a itt1erratI (ont rol.5 ofimplemern in! agencies visi k'l ilirig the fl tit as Ihey pertaineuSe of to theIrateA. 1. I). -" on, I o( aI (!itr rn(. ls. Ttle9 ault il wa;s ( olilic led'hri n lieo,-'ri (,I Jo.i 1987 io No vemober 1Q87 artI 
 was madrI( i aiccrdance

wi t h geoneral Iv atcu,pt ei governmentandi! i riIi st aridards.
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AlJi)lT oOF I i ,OINICANRIJIIBLIC'S
 

LOCAL CIIRPENCY
 

FINANC IA. OVI-RSIrGHtT
 
SYs, HBI 

PART II - RIFSILTS OF AUDIT 

The audit foundI that USAID/Dk's Local Currency Financial Manaoement 
System did not adequately ensnie that local currency proceeds were 
received by implementin, apencios and used to fund jointlv vroprammed 
activities specified in 1984, 198 and 1986 pertinent aoreements. Audit
 
results ind icated that the \Mission needed more in-depth and nart icipatorv

oversioht for its local currency (L/C) propram to ensure that the host
 
government's monitoring was effective and that 
it adequjatelh safeguar,-led
 
local currency resources. 

Durinu the ajd it I!JAIP/DR initiated a series of manaerment act ions that 
were desined to correct problems revealed t hrotjih audit as well as to 
improve the lission's financial oversipht of the local currencv rrooram. 
The Mfission hi red a Personal Services Contractor (PSC) in Aullist 1987 to 
ove rsee ant eva lIat e STP ' s monitorin, capabilitv and to enhance the 
Mission's own coverave of the local currency proram. Staffinp increases 
were bi no considered for the Financial Analvsi s Branch and CaPital 
Resources Development (CPD) Office in order to provide better oversipht
and technical assi stance to the pro ran. The N1ission was also 
considerini, providitn the STP Audit Office short-term technical t rainin 
to assist it in exnandino its coverave of the local currencv proram as 
-
11w as to enulire that STP auitors we re well - ersed in local 

covo rnr', nt a I syst ems and penera lIv accepted povernment a I au,lit i n 
standa,rl s. 

Spec ifical lV, the aildit disclosed that: a) IISAIID/DR's financial 
oversipht and t rackinp of local currency disbursements was not sufficient 
to adeqatelv assure itself that local currencv disbursements were 
ultimat-lv received by irplementinp avencies in the amounts oriinallv 
released for disbiursement; b) IUSAID/)R financial reviews of local 
C rrencv t)rniects w,re infrequent and not sufficientlv in-depth; c) the 
local currencv disbnhrsemeni svst em was overlv ccMDlex, time-consimin and 
did not provide- an a nqiute and it trail for trac ki ng local ( urrencv 
dii sh rsemmnt t I t he i r vnd - u, !) local clr rre-c V iml Pmen i n, atenc ies 
often ( ornri ntletd, al oIIrIreucv Proceeids wit h funds from tliei r ofli r 
orprat iona I :1cc unt q ano pro i( t s; an Q the host count rv' s fintanc ial 
rnni t o ri no of I h I ox a1 urren( v rproe.rarn was i nadeqiiate arid,. ho(atise of 
s'st m df p iev i r rt l'd probl em' a rea% oft en remai ned un( orrec tepd.pli. 

Th" ,I I ]d t i ep i-e'1ominend ed (nst '1)1 i s,Ine nt hv lie Sr( reft a r i aI of a 
efchar ;ii l t n, r If i tI to hot I1 r)ar i t ha IlI al In1 0-( v 1)ro 00',. ha d 

been I (. oni ve(d In, i Inileme11ni i no' a i'~ie in) thle amount,s inleased. 'file 
report 1Y) m( (Tc'lnfind I hat the 1i si on rrvi d mor, frjequent andI 
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i fl-depi h mIi i I cveratte of I he I iaIUI I(jtiic V ~o raim, andI ha Ie1maiigeneni rmn ronI o+f an i mplerent NQ ag nnl be;i heo rot iqh y rov i ewe I
befc-.re local cuirrencv proceeds are disbui rsed to it for pro '1ect purposes.
Rec merndIat Nfl Throe rec iomme,,s si irifat ifn of I he localNi irtIe r 

ilrencv Iiisirsirnieni SVStemri an] sulgests that locail currency proceeds 
 bedishursed Ii rectl from the C7e1 i il Bar:k I(j the rqiuest ing iinpliement ing

agenlc. A Fnrther recoinmondat ion rri(lesls '.fission officials to ohbtain
siubsi inti ve proof thai implement ing aioencies have established separate
hank account s prior to the Mission's approval For release of local 
currency project FundIs to an implementing ngency, ari that the
replenish Ite special local currency accounts 

GODR 
with any lo(al currency

proceeds that were iiset For unauthorized purposes. Finally, the report
recommends that ;TP formali ze its aud it process and establish an adequate
aud it report ing andI recomnendation Follow-up system to ensure that audit
 
reports are distributad to all interested parties and that needed 
correct ive actions are effect ivelv taken. 
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A. 	 Fi nl intp and Reouminirnl' ion'; 

1. 	 !JSAI)/l)omnican ,opuhllich's I rPinancial Oversitiht Role NecIs I) Be 
Fxpan.ted 

USAID 'DR 'li ss ifm )rler N'. I I-.1 i ssvet on ',Iaiy 2, 1QR6 r-q'ii res t hat tIhe 
IJS AII) DR C()nt rollI,,r' s ()tfice !9a i ni ,ii adec(pmte recor,ds for approve I 
pro ic-c s aind for I(xa I (1irr,'',ncv ffind'S released. lit hItigollh I he 
Cont rol ler' s Off ico a-cur'tte 1v recorded t he funds released f rom hfi.local 
uirrntv bank account s , no (-(ilt reviewroII cr was made to dei er-mi ne 
whether te implementinq aoenc ies had actilaliv received I he disbursmenis 

,in Ihe :intlHir s approve I for release ih IJSAII)/l)R an tl the fec hni cal 
Sec rtI a ri at of the Pres idency (STP) . This lack of financial ove rsiI "hi 
was repor t cI lv cause! bv IJS'Il)/DR ,'s poIic. of nt tracking local 
currency on,l-tise by -xecu in! agencies arni a lack of sufficient 'ission 
personnel - c lose r'cr over; i hit. As aI resTul I, SAID/)R Cont ro l er' s
Offic. ,i,I Tnt know if total local culrrency Ii s)i1rseient s Were r c i ve,
by impl omni illp ;ipenc ies -In. (oil(I riot pe rforrm a complete 
recorc iIi1tI ion. This oinissi on left the funds vutlnerable because of the 
lack of cove rtu!e anl tlme ven (pialitv of- host coI tn ry financial reviews. 

Recomnmenlation No. 1 

We reco~nmend ihat i 1)lA'ISA ninican R(pti)li c:
 

a. 	 oversee the establishment -f a confinaiion procedure that allows the
Technical Sec retariat of the Presidlency to ceffirm that implementing
agencies have prompt lv 1deDvsited in the local currency account s t hose 
louril cirrvncv proc-.ee Is ori!inal lv aut hori zed for 	di sbiursemienit ; and 

b. 	reqilire the Controller's Office to oversee and periodticallv test the 
ticl I re of PresidecV's confinnation procedireltohni I Sc a r i at dhc 


ensure thai it is adequiate.
 

DiscuSS i oi 

IJSAID/I)R issi on Order Number 11-4, issued May 2, 1986, assiRn.; the 
IJSAII),/)R Cjnt ro ller s; Office responsi hi I iyv for Inai n:,a ini n; adequate
records of approv( I loC al currency (I,/C) project s and t he lotca Icmrrency
fun Is ro lease I t (a-coipl ish thosoe prot ec t s. In ad 'lii i on, on Oct obW r 24
I9R6 Ih Mis'; iil I)i r,,,,t o0r t asko,,1 he '.Ii ssi on' ; Capi Il o rce 
iDevoi(ql
ntinlOff it, ( (JI)) wit lih1 responsi hi lit v of es Iabii him! a data
basp caple](. of pro i(in reporti ithal would s;how Ihe financial slatl ls of 
L/C project S, to inrcii le not otilv lie( aroint pn, rammd, Approved, and 
r loas,s, ; hili ita ocioi, ,noul rf r (oiv hv e×xe'iii icIC w t h lin'lriaV ;Ind
expond i I e 1mt, I \v i mpl) I n''fl i ri, ;I 'eillc ies h1 	rfor o''ai ro.ip( Tlv 
Inlmo nit r Coii Io " 1 i fiii itit mrra i' J'", I le l -' Ot f i W i 1w rit ;tilii: ; 1(( 11ou 

.1 ie Io mon i I on t r :I, w ;ll Iuu I., i~Cp'tt';il o",r 'm 'psi I W. to
al ow twit h c f 1, t)ro Iioi 'l,'i t1;t'1 l ,l,,!Iontl W Ih riot lenorfi 1 ,((ht if i .' C.II 
Off i( o r l)5 ';'; i wit h 1"he i ;,,i n iac r 'i n, ili (iAl gei, ofcrlS. I 

) S ­
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i racki no I lie 1x a, IIIIIc V ene r:it ionS ini W,at ,1 t a t hen ,nl vreconrl iI l a prt ion of i he sVsl em, Ihat is, from t lie IiMe the frunds weredeposit I in Ical cLruren.v fank wiLmc Itsa the Cenitral Bank toteirsuibse quIlent release f rot hose account S. They i i! not t race or reconci lelocal cirrencv i sbursenent s aft or the fum were from t hetls released 

Cent ral Bank. Thev si at ed hat they lid not revi ew nor were the' 
not if i(t Wob hr t he Ioc lI Urlerl.V p -oc,e,s weotp att I 11 Y rece i ved by
the impl,prnent ing agenc ips the amount sin ii shirsed. 

Mission, financial personnel responsible for reconcilinj the L/C bankaccoutis stated that, due to limited Mission resources, ISAII/DR's policy
was not to track t he en,-use of funds disbursed to implement i-.,
agencies. They added, however, that financial oversight over L/C funding
cold be made more effective if a mechanism were established, such as abank deposii confirmation not ice, that 
 would not ify the Controller's 
office that L/C proceeds had been received timely by implementing
agencies ip.the amounts originally disbursed. If the disbursements weremale to the implementing agency in part ial amounts, the confinnal ionnot ice would alert STP an,d Cont roller' s office that a port ion of
di shurse, fund ing was out st and i ng. 

1'e b'elieve that such an internal control mechanism is needed for thelocal currencv program. Nearly all Mission personnel involved with thelocal currency program believe that the responsible governmental entityis incapablo of providlinq aleqate financial review arnd audit coverage of
t he prog ram, and evaluation and autIit teams have found t' , L/C
disbursement system to be overly complex and highly vulnerable. Ourreview confirmed these assessments (see Finding Three). Therefore, to
 
ensure proper oversight it is necessary that the Controller's Office benot if ied as to the amount s of L/C receivest by the implement ing agencie s.
Such not ificat ion cou] t be accomplished relat ively easily and
inePxpens iv,lv through tihe implementing apency's submission of a
conf i rmnat ion riot ice io -TP and 
 he (Cont roller' s Off ice recording how much
 
L/C funinig had been in fact received.
 

Managemrnt (o rments 

The '-fission was in full ag reement with Recommendation No. 1(a), however,
requested that ,ecommOndation No. l(b) be revised to task the TechnicalSecretariat of lhe Presilency (-STP) Office, ratlher than the Missi on
Controller', ; Office, wit iI t hr responsibility of confinning l./C bankdeposit s male o iementinq agencies. Thev amided t hat designing stuch a
procedure would ho- nc IiV as part of an1overall t ihnical assi stancepackage n opending ;rw:lri Pr i.e Wat erhouise andI Compary "PW)
Int ernat i orta I . '1i ' on nana'qemnr al so a';ked that c losure of 
Rleco ou -n.Iau II(fn ;(. I ( ) 1 e'l , , ofhW ,lt: ,rc o,,ihmit I rig ovi (Ienc i he Price 
h'at erhou'# :ml Conputtnv (ont rae t iw.,rII R GAT 

The' -I il, r(" e II"I, i nrrr(, 1,,ai I'ri t, i II I ig No . I ( eni ered on the draft 
aud I I t, ) r t '1 i11 olnl)rv'l ;ati on ()f I terf! I-nl 'i i,,sion delegations of
re'p on!nI litI I ,ra ofh r eqrvi,,mnt 14- Ica I (.irrvn( v program. Management 
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of fil ial s s it ,o Iti i le Arit i au Iii report 's rferrt el, rii ri a 
iis' i on Marial O)r,"e'i. II - I , was 1-a 1r superseIe hv an OLIt (er 21,
Sso M i -,, r Di r'( Temo r-'aIssi Al Z (I IFI's D or ihat n, USAIn )R ronLC 
report ing, ,'sponsjhilit is from the Controlle r's Office to the %fission'! 
CRD )ff ice. Thi s mefo, accord in to MIission officials, "reql ired CTRT) 1(Psithlish a -lu 410- c;pahi ' of prodhRiin, reports on ithe financial 
St a us o pro xieq i ni ludirQ r1(oionl'.' the alot sIspro !.'alflmel], approve,(

il 1lsr LiC thean! rlas- Inn lhe rec, ivol hv execlHi agencty 810 I ( 
expen, litires the a enLcv has made for each project." The M-lission added
that the transfer of reporting responsi hility had taken place within I I 
Oft ices a1 11t;t reqcriret reports were beinig prepared withI] t110 exceptior
of i he proie_ expen litures report. The Mission went on to say that it s
original iniPni ion to atquai o reports direct lywas ot ain from lhe STFrat her ,han io have CR) col lc information diroct l, from irnpl ement ing 
agencies. But since STP has never been able to provide the 'iis ,ion with 
exppn.I itirr data, IISAI I),R has !)een unable to report on pro ect 
expPO.ii tires (or 10 carry o011 coMplet e reconi iat ions. The MIi ssion 
Furiher st ,I that its lecisiotn to ransfer Financial reportinR to 0R1)
di d not l t"er he fun lament al fact that basic account inR and 
reconc i iat i tn r,spunsi b Iii i f-,; of 1."C reiai ned wi h he (Government of 
the Dominican Mi ssion noted itsRpihlic. ianagement t hat Controller's
nffic w;,, nlv rnsponsile For monitoring l/C g3enerat ions and deposits

to "suri i ! ( th were 
 lepos ittel inhe special accotini s, ari that
 
"there 11s :,-) roqliirmrin 
 o r quidance f rom AIlD/W to reconcile 
imp Iemen i no aen iPs receipt s wii h d i shirsrmeni s from speci a account s. 

Office Of lhe InSpect or General Comnents 

We view thi Mi ss ion' s planrned t echni cal assi St aln.e package as posit ivea 

st ep i the ov ra l1 process of improvin, inancial cont rol of the
 
Dominican Reptiblic's lUocal Cu rr.ncv Provram. We agree that the STP 
 is
 
the opt imal off ice for performn rcn1ciiat ion of implement iR agency

L/C bank ,deposits, if inted the tnit gain the capability to
can perform
sUch tasks rou inelv. O., review in licated that as of November 1987, the
STP ,tid not have the mn'chvunisns or organizational procedures in place to 
perfonn Such re onc Ili at ions. Recotmendat ion l(a) is consi dered resolved 
hut open, pon i n, our subsequent review of IN's sti gosted procedure as
well as a rvi ,w of SIP's 1at1eCt reconci liat ion of ond-user deposits
it ii1 i rih he procelire. Rec omtnttnl ion I (b) was revised to req lire 

iht ST'Msi S on oir l'Si siq of c.onf i t1i on p roLC, Itires t o ensure i hat 
aithorizel fun,. iro rece iv,,volb 'tn-users anI lpos it e in th,,ir bank 
accOunt s. 

lie lisa'le with the Mission's ntatimrint that the draft aini i report did 
not ac( IiTat 'V IA I!/lR loc alIe I reprirt (.irrent.v manaieent del eg at ion.s of 
alt ,hol v. Mi i n manaqemtl pol icv (r t he iotal (!irren( prog,{ raln was 
con i nulir)lls I v rX1 l a ie n0 aud it eamrn memlb, r:; as­ ianagei,'rIt ; I ong'te. hni ca l tines." iMi
ail funct ional ssi on Manl I ()rd er No. 11-4 
con. :rmed t his management policy ard was in effect during, the at, lit. As 
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Iission Order 1; . I1-1 clarlv ,'xplair,,, Ihe f inar i A! jversight ,f he
L,/C pr, vil wta pai of the I e(, flli ii I l Ian]i Irn responsi hi Ii v of 
the '.issi on r r' s ff icP.(Contr l 

it iss t he %Issi onrrueDi r-,I or-'s memo of )ct oher 21, 1986 tasked 
the CRfT)0* i ce wit h st ah i shi np a da I a base capable of ,t r, win det a i eaI
Fi nanWil 1 W on SErP. hit i SSion ma11na,enen I ha, beenAt i t h 
well-hriefe l hv re nt in~epenit eval uation toearns that the S1' w-s far 
from havio t he instittional capability for proviling such infornation. 
For exampe, tl(he Rura I Development Services Report, publ i shed i n Aug;ust
1986, nmaI t he a'ssessmen hait 15 percent of t he 1iAt Proy ram ' s
expenI it i rs were not l arlv (KUTIPW1t el ail that SITP was a poorl y
equipped lit t tit lacked stfficient inlependence. In our opinion,
assigning t he Capi tal Resources )evelopnent (C(IM) Office t he task of
estahlishing an overall local currency project dta base in no way
relieved the Controller's Office of its responsibil ity to effectively 
oversee the financial Ainistration of the prog ram. 



2. IJSAII)/DR Controller Financial Reviews Necd to Be 'lade More Frequently
And in Mlore Depth 

USAID/DR Mission Order Number 11-4, issued on May 2, 1986, assigned theission nt.rolrs ..Office .for-fconductingfinancial
-responsibility
reviews oF selected local currency projects, coordinating other projectaudits as necessary, and reporting 
 on the effectiveness of Technical
Secretariat of the 
 Presidency (STP) monitoring capability.

supplemental guidance contained in recently 

Also
 
revised A.I.D. Policy
Determination Number 
5 now requires A.T.D. to 
ensure that implementing
agencies 
have sufficient management controls in place prior to the
disbursement of local currency 
funds. Although over $1S0,000,000 in
equtvalent local currency had reportedly 
been released to implementing
agencies as of September 30, 1987 under the PL 480 1984, 1985 and
agreements and 
 ESF 1985 and 1986 agreements, USAID/DR's 

1986
 
financial
analysis branch had performed no In-depth financial reviews of 
local
currency development projects of
or the implementing agencies managing
those projects since December 8, 1986. 
 The financial reviews were not
made due to the branch's inadequate staffing and the position taken by
Controller officials 
 that their role was strictly one of limited
financial oversight. Unless the Mission's 
financial analysis branch
conducts periodic reviews of selected L/C projects, it cannot accurately
assess 
the quality of monitoring that is being conducted by STP. 
As a
result, local 
 currency resources 
 become especialy vulnerable
mismanagement. to
During our financial review of L/C program recipients, we
found instances in which implementing agency management controls were
inadequate, local currency funding 
 had been commingled or used for
unauthorized purposes, and A.l.D.-approved L/C funding may never havebeen received by the implementing agency.
 

Recommendation No. 2
 

We recommend that USAID/Dominican Republic:
 

a. ensure that its Financial Analysis Branch include in its fiscal year1988 financial review schedule periodic in-depth audits of localcurrency implementing agencies, beto conducted by its own staff orcontracted out Certified Public Accountant firms, thatso the Missioncan adequately asseis the Secretariat's monitoring capabilities and 
performance;
 

h. condition future releases of local currency funding to implementingagencies based upon a review of Technical Secretariat of thePresidency certification that Implementing agency recipients havesufficient management controls in place to properly account for and 
manage local currency funding; and 

c. provide the Regional Inspector General for Audit/Tegucigalpa withevidence of the financial commitments made to accomplish
recommendations a.and b.above.
 

"9"
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Di scussion
 

USAII)/DR Mission Order Number 11-4, issued 
on May 2, 1986, assigned the
 
Controller's Office the reponsiblity for "...undertaking financial
 

.. revews-of .selected ..projects..financed--.
wit h--local- currency- and- ..- ... 
coordinat[ing] such audits as appropriate." (Prior to May 2, 1986, no
Mission Order had been issued regarding management of the local currency
program, and only general oversight was being provided by the Mission in 
functional areas with each technical office providing input andexpertise.) Also, revised A.I.D. Policy Determination Number 5, as of 
October 27, 1987, now requires A.I.D. to ensure that implementing
agencies have sufficient management controls in place prior to the
 
disbursement of local currency funds.
 

Information gathered during the audit indicated that at least four of the 
six implementing agencies reviewed had financial management systems and
internal controls that were inadequate to properly safeguard and account 
for A.I.D.-"generated" L/C. Complete bank account reconciliations were 
not made, L/C proceeds were commingled in general accounts and accounting
personnel were sometimes not notified that disbursements had been made to
their projects from the Central Bank local currency accounts. Audit. 
staff examined the financial review coverage and degree of financial
oversight that was exercised over the 
L/C program by the USAID/DR

Financial Analysis Branch. It was found that the Mission's Financial 
Analysis Branch had not conducted any financial reviews of L/C recipients
from December 9, 1986 to November 4, 1987, even though L/C implementing
agencies had been authorized to receive over $150,000,000 in equivalent
local currency generations under the ESF and PL 480 Title I Program as of 
September 30, 1987. 

Financial reviews were not conducted partly due to inadequate staffing. 
The Mission's financial analyst position was vacant in January and

February 1987, and a period of training was necessary to acquaint the
financial analyst hired inMarch 1987 with the Mission's objectives and 
the L/C program in general. 

The lack of frequent and in-depth financial reviews by the Financial
Analysis Branch was also attributed to uncertainty in the minds of branch 
personnel about their financial oversight duties. Financial analysts

assined to 1987 stated that
the branch during they saw their role as
providing limited oversight to the STP financial monitoring unit. 
In-depth financial reviews and audits were to be performed by the STP 
auditing unit exclusively. However, the financial analyst branch also 
viewed the STP auditing unit as incapable of adequately performing its
monitoring task. The branch held this view because of STP's limited 
staff, its relative inexperience with OUR financial systems, and the 
lar;e size of the L/C program -- over 140 widely scattered development
projects managed by more than 45 implementing agencies. Branch personnel
further stated that, before STP could provide sufficient audit coverage
of the L/C program, the monitoring unit would need to overcome several 
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obstacles and make certain structural Lhanges, To make the necessawy
changes, funding would be needed to contract for project audits andinternal control reviews of implementing agencies that the STP auditing
unit and the USAID/DR Controller's Office could not make. Without these
 .reviews.-the:,4 isson-m--cannot- assess -ard-evaluate--the- quality -of-monitring..
that is being conducted by STP, nor can the overall integrity of the L/Cprogram be assured. (See Finding 4 of this report and also Office of theInspector General Reports Nos. 1-517-88-16, and 1-517-88-17).
 

Management Comments
 

The Mission requested that Recommendation No. 2(a) and (b) be revised toassign STP responsibility for monitoring and auditing L/C end-users
for determining if L/C recipients have sufficient management controls 

and 
in

place to properly account for and manage L/C funding. Mission management
accepted Recommendation No. 2(c) as written, and requested closure of it 

guidance in effect at the time covered by the 

based upon RIG/A/T's receipt of the signed N technical assistance 
cont ract, 

Management officials also stated that, in accordance with applicable 
audit, the responsibilityfor in-depth financial reviews of L/C projects rested with the GODR, notUSAID/DR. 
 Mission officials noted that their responsibility is to


monitor the STP Coordinating Unit's (CU) progress and to "assist it toeither perform adequate reviews or to contract them out to qualified
local CPA firms." The Mission also noted that its efforts as describedin its comments to Recommendation No. 2 "demonstrate that it has
fulfilled its responsibilities to the extent possible." 

Finally the Mission advised that "since the Mission's financial analystwas hired in March 1987, six review. of iqlementing agencies haveactually beon performed by USAAIDR in situations where serious problemscame to the Mission's attention." Also, in December 1986 and March 1987,two local contracts were signed with Price Waterhouse and Company andlocal Coopers 4 Lybrand affiliate to perform two audits and financial 
management systems reviews. 

Office of the Inspector General Comments 

JSAID/IR Mission Order 11-4 on local currency management, in effect
during the entire course of the audit, specifically tasks the Mission's
Controllers Office with undertaking "financial reviews of selecte4projects financed with [L/C) and request/oordinate audits asappropriate." This Mission policy statement correctly rec nizod thatfor USAIDA/ to adequately accomplish its financial oversight functionand assess STP's monitoring capability, It must also perform in-depthreviews of L/C projects to accurately evaluate the quality and scope of
STP's monitoring coverage and to subsequently recomend improvements.Once the Mission has made Its evaluation of Implementing agencies'capabilities, It has a responsibility to assist the STP in performing 

- 11 ­



t"I l<(ptit f' r',v.i,,w, 01r ..., 0 rtAL.i I i "Q I I & M 01 1 , (plAIl i fi. I l,(.1 (A A 
fi r s.'" In ouIr "Pi nini .i lteilt e ft rrarrn iaIl ov -rsitht of Af - i isotuit ,an


impleI eni r iimpl i 's ihat i e itllnt ,, .i,,n( v1 ien s t Itv,, i I pl ( e, ; lit9:1lI, 
acLol1 t iQr an I linI ni trl' i VP SV% Ie01S lfor- a0-t hey voln fIjil0 i rl..
Thi man,-ement ril 'i,t ]e maid:rtiorv 1 Avon was \. .).i"rshinton on 
October 21, 1' " t hrituth i s';rran e of its< Srtpdp I t i ;tan v on 
Pro..! rairmii ti 1.o a 1aI tur,.n v. ,ini.- SA 11)'I!. iris (}losen si nrL lQs2 to,
j iIl v ,r, no""an pr jec I s wi t h t ho itI"111 pro if(t i , 1.'( host ;,ovrrrnenlt , 
most lso have ''easonahl assiraete that the act ivit ies have bRell
,leMi PnI n ;c.orIanco wit. sound IPtANi cal , fi nnc i a I (emphasi s addedI) 
an, I rivi rrit'tt nII pra i t (( , I lit i [pI etnont at ion ;io, n toni toring
(apahi Ih i ,s (,f ( (I are iat -, hat ,ic 
au iit s of rl,vant act i vii s will h, rinleri aken." 

t he imrple'ei i nQ t it i f"v aleit arit. periul 

(:on rli rt ntl,i ner+ett' s r s onse, o Rec tm ri"Art i (on 2( a), we ar,.! tun bhi to 
ar!re, that It, e.hnit assist alle (.o.tract w! II rl ieveoIW :i cortpletelv

Ihe it'x (:-nti b)ff (e of its oversiht responsibi lit v, and its
liD rollr's 

i'tport ant FMrl( ion 
 of q','et ivy Iv r;y wi inq ,C I -ius,"rs. We assume
 
tl t Ii', 'ht -i,'r,',, 
 Finan. ti \nillv s-, Pritn h wi al l ,calep a reasonableo 
po orii t 1 i,i it r I-"olttI t5ot pseri, LiA Iv rvie,'inr L/C end-users 
or at 1-.i<',t t) ( (itnr ti IhaIt i to l ifiel CPA toiut F!iliron q+liu firms 

at( ( (JI'Ip i ,i l hIt , r, v i. W .
 PwIn.lpq t ti'5s d It(re t , ves5 in ilild,

Re( ( tmiefriatt i o In) t', rvi qe2 A ( or! itn lv.
 

Re.onri'rinlit Iron .!(h h.p, '+Io e''tt r,,vi set t.l, toa Oo I I)" . to oversee 
' 
TIM reviow of Irtplo'"'nr iriv r!ern v .Ian!rwernent cfio rol sys - iS. In its 

m1tllana 1,.ri 1 r"I'pOnse, I Iv- %fissionrinferred 1that ,STP s fIIIr cont rolagempIni

rviews w,,i i h, te, i , ', a;- .i part 
 of the Mission proposed i'' technical
 
ass i hi ' (t i ,( t I.( 2(h)2i ian Il I. ',,e . b,' base]
r1t2''r n'n, idat in -eosed 


AW' , pr i% \
(n L 1 ir! ithe Pl AIV with aile- o'f ST1's tria-tg merit 
c (ntI rI IIrtl ,'vi , >vi,'rit ,-n n of, ai sa lel S'I'P ,lintt letia cont rol 
review. 

lri rvi=4., with r,'o <,inih l,, ,iFrtro, l,-r personner l ,oi Novmb,r 6, 1987 and 
a1 ,htatl',l r'view (if iartain workloaI Kata iditatY that thP Financial 
Analvi Prrctt !4 iot pNrOomeidrT anv fi nan&ial revi ews of I/C recipients 
f rom Itm P4,r. ", '" ri \ivfI-'r ,, 1'107. On November 4, 1987, the',i 

Finrin i.il i,,ri iit an luiat ion loans,"hi o(iui l "ia of ftrl n s ml(le to
the v' ' imi IIII1rtil an part 1,

;,( ,tiliti -\ i, Pri of Ihe ./C P roruTtil. It our 
view tur t ih' hrort i' i" r-view'if rIlkhe hf was not :i air-t' in 1hat it did 

j' ,'otrti ,,(i haik' (ialn it ini Ii .linr i i t i si f the f,naina reio r,;, and 
reli' ,', ti v-Iv mr I tiaiil l trtf'lii - at ion privi,, l in the hank's 
f i nanc d shi at ~neisb. 



.	 lot 'otint rv r,1, ( Di) shi-rsemnt Svsi Pu Noes to le j impi ri d 

Th, PT F1:F (al'rr0,cx1emoran:la IlinersiarIlin.180 	 an. l~K of reqir,,d
t hat Jishu rsemen"q rm Gove rnrmentIfro t he (f 	 the Domi ni can Repubili,.' s
Central Bank to implement ing aewnc ies he ac omplished1 within 10 days. A 
r-v i few jif sarlp I o, I d i shIrson 1loc al r'reot S rom il (v hlank ,'(_couti
t er1ea,iso uldr PL 10 ARreement s ind iatel that l i shiii'sement 5 I 0 
mp Imon iiri a(,m.iaos wer-. taki, siqni fitant lv longer than ihe requi redl 

perico I; we re somet imes not in the amounts aut hori zed ; and, as a result,oft,-n .OUn I not he trated throu gh the disbirsement system within a
reas-)Tnahle periOl of time, if at all. We attrihut ed the cause of th'
,telavs a inaccuracies to the lahorious aRd overly complicat ed design of 
the lotal .urrencv ,ishursenent syst em. As result ,a not only were.ishursenments of proje&t fund s to implement inq agencies delayed, thereby
:lelavi n! proqross of t he project s, but local currency proceeds were 
comminvl,,l with fums from other GODR Oeneral Fund Accounts in, were urn raeahla. In all it ion, because account ing svstems ark tinernal 
t nI r, Is %",'re woa! at lIeh i mp ,rnen i ng ag encv level, as we foi i) IAltir iriq
 
our alnil iartplo. a lluat er ,lssurante could not he provided in such cases 
that ih, findls w(,uil I he properIv uise:d. 

Retsrgimi,.n,'tin No. 3( 

We ro( mme n.I h:t ISAI!)'Domnican Republic, consultat ionin 	 with
 
appropriatv ;overnment Of Dominican Republic Offitials: 

a. 	 -xplorp means wth the Technital Secretariat of the Presidency to
 
establish a Iishursement svstem in which 
 PAUlic law 480 and FLoncmnic
Support Fund local currentV funds wouldI be ,Iisbursed directly from a 
pro, ran aC.touin mai nt ai no at the Cent ral IBank to the ient ened 
implement ing agencv, eliminat ingtherphv deposits of ihe local 
currencv -roceeds in t he Nat inal Treasurer's General Fund Accot' 
and
 

h. 	 if the disbrsement system Mvised in Recommendat ion 3a. is 
dei ermi ned to he unfeasihlo utnder Dominican Republ i c Law or 
ot her'wi;, noqot iat , a si mp Ii f i ed di shursement system similiar to

those recommonle-t in the Arthuhr D. 	 Little Management Report as a
con!it ior pr, ,(feent o ai.' fututire Economic Support Fund or Pthlic Law 
.80 1(KoI ( irrmicv a,rimn, 

D~isui' "H.t 

Di h r,,m'nt ,ro- (i'oiut! nt'i innd Annex C of t lie Memora n la of1lrlv.rs i rrli upi rWH) to PI.180 Vreemie-ns of 1984, lQ87) and 1986 require
Itl 'lo I 'istwn l will shiorsemenitl male from the Central Bank 
thro i, t1W, 'N:ut indl Trasurer to implement ing aenies,% 'el 10 workin
lays. tu . 'ir,,( hi 's woerf t I i h ;,IedI in t he Ot I ' s t o Pnsu i d*Irofjaiv
;1irl I 'lv 	 -,('lf-hlp proj,'( 1n s infun 	lin"!i f pecifiod ithe local Lurrenr.v 
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Two evaluations of 	 the L/C Program recommended simplification of tle
Local Currency disbursement system. The Rural Development Service's
Evaluation Report, published in August 1986, highlighted the slowness ofthe local currency dAisbursement_ syst min. its evaluation..and reported

that -their disbursement transactions were delayed an average of 72 days.

Four months later, Arthur D. Little Internattonl Inc., a well known
 
consulting group, reported that the 
 L/C disbursement system was

unecessartly complex and 
involved too many Institutional exchanges and

approval requirements. At least seven entities had to approve a project
disbursement prior to 
its 	actual release to the requesting implementing
 
agency. This group recommended that the system be streamlined to operate

much in the way it had worked in 1978, when fewer Institutional

participants were involved, without any loss incontrol over resources.
 

To test the reliability, accuracy, and effectiveness of the system, audit
 
staff judgmentally selected 10 disbursement transactions pertaining to
the Central Bank accounts established under the PL 480 1984, 1985 and
 
1986 Agreements. The audit team attempted to trace these 10 sample
disbursements 
 through the different stages of the L/C disbursement
 
system, for example:
 

--	 from the Initial request for disbursement by the implementing agency
to its subsequent approval by the Technical Secretariat of the 
Prrisidency and USAID/DR Mission;
 

--	 to the Central Bank's authorization for release of the disbursement
 
from L/C bank accounts;
 

--	 to authorization by the host country's Controller General for deposit

of the disbursement In the National Treasurer's 
General Fund,

(effectively commingling L/C proceeds with funds from the country's

other operational accounts);
 

--	 to transfer of the funds to the government-operated Reserve Bank.,

where the 	 L/C funds were held in the ODR's General Fund account,until the implementing agency again formally requested release of the 
funding.
 

Due to delays in obtaining required documentation and approval authority
from the host-government, only 3 of the 10 sample transaction could bereviewed by the audit team. Two of these transactions could be traced
through only part of the system. The requested funding was eitherreleased to the implementing agency in different amounts than originally
disbursed, or was not 	 received at all. Neither the implementing agencychief accountant nor the L/C project accountants were notified of the
original disbursements made by the Central Bank to the implementing
institution. Without knowing how much funding should have been received,
implementing agency accountants could not make accurate reconciliationsof L/C project bank accounts to determine the amount of originally
disbursed funds still outstanding. Finally, the third transaction, a 
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disbursement For approximately $170,000 
was deposited in an Implementing

agencv's general account within 10 days, but fundsthe were used for
operations that were not related to the L/C program.
 

Althotugh two 
independent evaluation teams had re.ommended that the local
 
currency disbursement system be simplified, little in the way of
stnctural changes had been a-complished to eliminate the unnecessary

bottlenecks 
in the system and facilitate disbursement of the local

proceeds to the recipient agencies in a more efficient and effective
 
manner. As of November 16, 1987, the project disbursement system

remained essentially unchanged from what it
was prior to issuance of the

evaluation reports and the majority of the recommendations that pertained

to this problem area had not been implemented. Both STP and USAID/DR

Mission personnel stated a preference for a simpler system to monitor and
 oversee local currency funding. that, prior
They noted to the present

disbursement system, L/C proceeds were disbursed directly from the

Central Bank to the implementing agencies, thereby eliminating

unnecessary inter-institutional exchanges and approvals, while preserving

the integrity of an audit trail for evaluating project progress and
 
financial accountability. STP officials also stated that they wanted to

simplify the L/C disbursement system, but had been told that such a

simplification was not possible 
due to International Monetary Fund
constraints 
placed on the country. These rastrictions could not be

verified and, in any event, would no longer be valid, since an IMF
agreement has not been in effect in the Dominican Republic since April

1986.
 

The present local currency disbursement system not only delayed
disbursement of project funds to the implementing agency and project
progress, but through its 
design had also commingled L/C disbursements
 
with funds from other Q)DR's General Fund Accounts. Once commingled at

the National Treasury level, 
further tracing of a transaction is often
 
not cost-effective or possible. 
 In addition, because accounting systems
and internal controls were weak at the implementing agency level, as we
 
found to be the case at four of the 
six implementing institutions we
visited, the necessary management and accounting controls were not in

place to prevent local currency proceeds from being spent for
 
unauthorized purposes or potentially diverted without detection.
 

Management Comment s 

USAID/DR made the following t;omments on Finding and Recommendation No. 3:
 

Since August 1986 when the new GODR administration 
took office, the USAID has discussed on merous
 
occasions with the Technical Secretariat of the 
Presidency [STPJ regarding the desirability ofstreamlining the GODR legally prescribed disbursement 
system through which local currency resourcos flow.
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Using the Rural Development Services, Inc. Report,
futdle by USAI)/DR, which in July 1986 first made
recommendations regarding the need to modify the . system, e....... 17made -every-. effort- to--.improve---the. . 
procedure. In October the
1986, USAID funded an
Arthur D. Little study followed by a workshop which 
included all eight of the GODR 
 agencies directlyinvolved In the disbursement system. Nevertheless,
these procedures are governed solely 
 by the
regulations of the host 
 country and can only be
 
revised with their consent.
 

In a letter dated January 18, 1988 to the USAID 
Director, STP states: 
 "We recognize the need to

simplify the project disbursement system, even when
encountering difficulties, not always internal, to do
 
so. In consultation with 
 the STP, USAID/DR,

contracted the Arthur D. Little cons'ilting firm, which
developed a simplified disbursement system which we
have encourage the government to adopt.
 

We should note that the auditor's recommendation that 
the simplification 
be achieved by discontinuing the
normal funds management procedures used by the host 
country is not acceptable since the use of different
disbursement procedures would short 
 circuit the
existing controls 
of the Controller General of the
Republic, National Treasury, National 
Budget Office,

and the Presidency of the Republic...." 

Based on this communication with the STP and "other evidence" of theGODR's "firm resistance" to simplifying the system, USAID/DR requested
that Recommendations No, 3(a) and (b) be closed. 

Office of the Inspector General Comments 

We closely reviewed STP's January 18, 1988 letter to the USAID/DR MissionDirector and are satisfied with the Mission and STP's good faith attemptsat simplifying the L/C disbursement system. Recommendation No. 3(a) istherefore closed upon issuance of this report. We feel, however,the L/C disbursement system's present design creates 
that 

such serious v ilnerabilities and delays in the control and dccounting of funds thatany future local currency agreement between the two countries shouldinclude a condition precedent to require a more simplified system, 

We have also revised the second part of the recommendation to encourage
streamlininq the present system. The recommendation can be closedthrough the Mission's submission of evidence that this requirement hasbeen included in USAID/DR's continuing negotiations with the Dominican
Republic on any new Economic Support Fund or PL 480 L/C agreement. 
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1. 	Implementing Agencies Need to Establish Separate Bank Accounts to
Acequately Account for Local Currency Generations 

Disbursement procedures established in Local-Currency Agreement Memoranda
of Understanding for years 1984, 1985 and 1986 required the Government of
the Dominican Republic's implementing agencies to establish separate bank 
accounts to ensure accountability for L/C proceeds used to finance host
 country development projects. 
 However, 35 of the 69 implementing

agencies had not established separate bank accounts for 
 receipt,
accountability, and management of local currency proceeds. In addition, 
at least 20 local currency agreements signed between the TechnicalSecretariat of the Presidency and implementing agencies contained no
provisions requiring bankseparate accounts to be established. Neither
STP nor USAID/DR had required implementing agencies to submit substantive
proof that the intended recipient had opened a separate bank account to
segregate local currency 
funding from the end-user's other funding 
sources. As a result, approximately half the local currency expenditurescould not be clearly docu, ented. Additionally, an accurate evaluation of 
the 	project's progress could not be achieved because it 
was difficult to
 
identify the financial resources used to fund the project cost.
 

Recommendation No. 4
 

We recommend that USAID/Dominican Republic, in consultation with 
appropriate Government of Dominican Republic officials, obtain: 

a. 	from implementing agencies, proof that specific 
 local currency

project bank accounts have been established;
 

b. 	 from the Technical Secretariat of the Presidency, (i) a schedule of 
reconciliations of all previously commingled ofaccounts implementingagencies to ensure that local currency proceeds have not funded 
ineligible activities, and copies all A.I.D. related(it) of audit 
reports they have issued; and, 

c. 	 from the Government of the Dominican Repijblic, replenishment of the 
special account for the amount of any unauthorized uses.
 

Discussion
 

Disbursement procedures contained in Memoranda of Understanding (NOUs)
for 1984, 1985 and 1986 between the Government of the Dominican Republic(GODR) and the United States of Americat stipulated that, prior to theirdisbursement, implementing agencies would establish separate bank 
accounts to receive, segregate, and properly account for the lonal 
currency proceeds programmed for them to accomplish self-help projects
specified in L/C agreements. This requzrement was interted in the MU byUSAID/.R in response to the Agency's increased use of special accounts
urged by A.I.D. Policy Determination Number 5 (P)-5) Issued on February
22, 1983. 
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Sine, the time the first disbursements of L/C proceeds were made on
November 6, 1984, fewer than half the L/C program's implementing agencies
had established special bank accounts to segregate L/C proceeds 
from

-their-ot her- ins ttut ionaV­funds-and operationa 1-accounts....n- 1986,..
U!D/DR contracted the Rural Development Services (RDS) Consulting Group

to evaluate the USAID/DR local currency program. RDS reported that as of

August 1986, 33 of the 69 L/C projects which they evaluated did not have
 
separate project bank accounts established to account for local currency
proceeds released under the program. The consulting group also estimated
 
that nearly 45 percent of the total expenditures for the L/C program was
 
not clearly documented since many of the 
 program's implementing
institutions had not established special project bank accounts to
segregate, control and account for these resources.
 

On December 8, 1986 USAID/DR's Financial Analysis Branch reported that
 
the Government 
 of the Dominican Republic's parastatal electricity
corporation, Corporacion Dominicana de Electricidad (CDB), had failed to
 
establish special bank accounts for over 
$21,000,000 in L/C proceeds
released to 
it through the PL 480 Title I and Economic Support Fund

Programs. The L/C equivalent of $5.3 million could not be traced to

jointly programmed projects and were assumed by the STP monitoring unit
 
to have been used by CDE for unauthorized purposes. (For details see
 
Audit Report 1-517-88-16)
 

From December 1986 to August 1987 CDE 
 received additional L/C

disbursements worth approximately $488,506. 
 The Technical Secretariat of

the Presidency reported August 1987 that CDEon 17, still had notestablished a special bank account for receipt of PL 480 and ESF local
 currency deposits. On October 1, 1987 
 the USAID/DR Controller
recommended that CDE receive no further L/C proceeds until theinstitution opened a separate bank account and rectified other 
irregularities. 

As part of the audit, w also visited a GODR implementing agency
r,,,sponsible for domestic development of coffee and cacao crops, theSecretariat of State for Agriculture (SEA). SEA had received local 
currency generations equivalent to about $1.1 million for this project.
A review of the institution's bank records and chart of 
 accounts

indicated that it had commingled these L/C funds with regular GODR 
counterpart contributions for the project. The Director of the
Institution told the auditors that it was very costly and complicated
establish a special account for local currency proceeds. A further

to 

review of the institution's charts of accounts, however, revealed thatWorld Bank contributions were deposited in a special account, When asked
about this account, the institution's accounting personnel stated thatthe World Bank insisted on this arrangement prior to disbursing any funds 
to the Institution.
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Finally, a review of the 20 projects signed between the GODR's executing
unit for the PL 480 Agreement, STP, and the implementing agency
responsible for the particular project indicated that none of the 

...... areenen ts-contai ned- -any- language -requi ring -impleiiting-agencyighe to 
establish a separate bank account 
for the project. (See Exhibit 1). 

Adequate program and financial oversight by the USAID/DR Capital
Resources Development Office (OCD) and the Controller's Office, which 
were responsible for program and financial oversight of the L/C Program,
would have ensured that separate bank accounts had been established by
implementing agencies before they received local currency generations to 
accomplish the projects. Mission personnel stated 
that they assumed

separate bank accounts had been established for the projects and were 
surprised to be informed otherwise by the RUS evaluation. They also
stated that the Technical Secretariat of the Presidency was the primary
monitoring unit of the program and that they should have identified the 
problem.
 

It is our opinion that establishing separate bank accounts for local 
currency projects is neither costly nor complicated. On the contrary, it

is essential for effective oversight and monitoring of L/C utilization by

implementing agencies which do not have adequate accounting systems to 
segregate and appropriately allocate fund resources and expenses among
different activities and projects. This position has also become
requirement under current USAID/DR Controller policy for approval of

a 

disbursement requests to implementing agencies. Since August 24, 1987,
the USAID/DR Controller's Office has required STP to provide evidence
that implementing agencies requesting local currency funds have
established separate bank accouncs to properly account for local currency
funds. Since that date, the LSAID/DR CRD Office in conjunction with STP p repared a form transmittal letter to certify that a special bank account
has been opened by an implementing agency when requesting disbursements
of L/C proceeds. A1thoilh such certification is a step in the right
direction, a review of a November 10, 1987 STP certification letter 
revealed that a copy of the project bank account statement tas not
provided with the certification, and that the referenced bank account
number could have pertained to any of the implementing agency's accounts, 
or could even be invalid. 

Commingling of L/C generations by implementing agencies with their other 
operational accounts prevents: an accurate evaluation of the project; the
establishment of an accurate audit trail for evaluation of a project's
progress; and a qualitative review of the project's financialaccountability. Commingling of funding can also allow jointly programmed
funds to be used for unauthorized purposes. 
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Management Comnent s 

Mission management again reiterated its position that the sr )
coordinating unit "is directly responsible for management arrl oversight.-.... . of GODR-owned local ..currency.' . lssion officials stated. ia S..i ...current certification to USAID/DR that separate bank accounts have beenestablished "by program Implementing agencies is sufficient to closeRecommendation No. 4(a)." Concerning Recommendation No. 4(b), Missionofficials responded that previously commingled accounts "may not be
available for reconciliation" since project documentation was "as much as4-6 years old." They added that they were working with the STP onestablishing a review system to determine if "project objectives havebeen met on completed projects." The "project completion review system"
would be included as part o! PW's technical assistance package. TheHission requested the closure of Recommendation 4(b)(i) be based onproviding the RIG/A/T with a copy of the PW technical assistance contract. 
With respect to Recommendation No. 4(b)(it), the IJSAID/DR said that itwas now Included on on STP's audit report distribution list and that ithad "already received a list of 55 audits performed by the [STP] as wellas a copy of a request for proposals to have local CPA firm do anadditional 30 audits." Based on this action, the Mission requestedclosure of the recommendation. Regarding requirements contained inRecommendation No. 4(c) to replenish 
 the special account for anyunauthorized uses, USAID/MR replied that the Mission would include such aprovision in NW's "project completion review" system scheduled to bedesigned under Its technical assistance contract. Mission officials

requested that closure of this recommendation be based on its submission 
of the Pd contract to the RIG/A/T.
 

Office of the Inspector General Comments
 

We agree that the STP Coordinating Unit is directly responsible formanagement of the L/C program, but also believe that the Mission has anobligation to adequately oversee the direct management of the program toensure the local currency. proceeds are properly used and accounted for.This assignment of responsibility is clearly outlined in USAD/IIR's L/CProgram Mission Order No. 11-4, i effect during the audit "..,Thecoordinating Unit within the [STP1 is the entity that Is assignedresponsibility for monitoring project executive. ." Although the UnitIs the focal point for monitoring the end use of L/C Program, resources,USAID oversees the use of these resources. . . USAID technical officeshave the primary responsibility for overseeing implementation of allprojects and activities, financed from the LC Program, which fall intheir individual sector.... addition theIn to technical offices,RD/LCP will also oversee implementation of selected projects and writereports on its findings." As USAID/DR's own IMlicy statement specifies,
the Mission has a very definite oversight responsibility for management 
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of Ile I t pSr,,'r'd . lii r,C spi )i IiI V i s ale tmuro i lpo rr i a t v) I ho 
fat I(h1I t he %fission hIls eletIed I () part Ictipe i rectlv i 1 the dea i led 
proirams, irw an] approval of L/C projets. 

ConL- i n r qIu 1u1itt. osre'-0I-c6 - ncielnin e i;Aii OnNo . 4(a ) , IdIt i t1 1.eam1reviewed srp' s ce rtifiat tol1 proclure an! Fold it to be parliallv
inadequate. As shown to us by GU off!.ials, STP certification containedl
only a referencel bank account number, without any attache'l bank accountstatements or other physical evidence that 4ould show the name an!
address of the accounts. We view the establishment of special bank
accounts For L/C projects to be sich an important internal control
procedure that, in order to properly address this recommendation, STP
certification should also inclule a copy of the L/C account project bank 
statement lemonstraling that the account was opened specifically for the 
particullar L/C project. 

Recommendation 
 4(b) ( I) request s that USAID/DR oversee STP' sreconciliat ions of implementinp, agency commingle] acounts to ensure thatL/C proLee,ts have not 5en used for unitithorized purposes. We
ackn wledge 'lission concern that much of the L/C Program documentation is
outdated, and may not be available for reconciliation. Recommendation
4(b)(i) c-an therefore, b closed after STP demonstrates to USAID/DR a
good faith effort to reconcile and schedule the planned reconciliation of as many commingled accounts as possible, showing cause why a particular
account cannot be reconciled. This recommendation may be considered

resolved but open pending review of the proposed N1 "project completion
review system" to determine If it has incorporated procedures for
reconciling previously commingled accounts. The Mission Is also asked to
provide RIG/A/T with details on the design of STP's project completion

review system and a copy of the planned schedule.
 

The '-ission's prompt action in obtaining a list of 5S STP audits reports,
being put on the dist ribution list for these and future atwiit reports aswell as their request for STP's proposed contracting out of 30 additional 
au its, will be of great assistance to IJSAID/DR in the accomplishment ofits oversiRht Mission. As a result, Recommendation 4(b)(ii) can be
considered clsed Iupon Issuance of the report. 

Recommendation 4 (c) is considered resolved but open pending Office of the
Inspector General review of NW's project completion review system and the
;,vbseqent results, oF its Implemnentat ion. 
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 ml ;1rani, 
force dlurinq tht periol tinde+r rvivvw roquire4! that books at records of 
ruil r t-ipient ho iurlitedj on a rgilar hasis. Recipient s of" I.S.
appropriat:e'- tjnls must have in p1ace an aleqtiato fol low-1p 

L t n l Suppo+rt Fund a h f.+r r m r'et+llent -+,-i .. 

syst em to 
ensu re t ha t recommen, tat ions are impleent e and that appropriaa,
Lorrectivf- actions are taken to resolve reported problem areas. Althoigh
these crIteria Io not apply, strictlV speaking, to the local currency
program in the Dominican Republic, sound financial management anadeqpate oversight principles urge that similar stauviarIs be adopted.
The alopt ion of such standards would also have a developmentally
desirable impact on STP an] other GODR agencies inclued in the program.
Technical Secretariat of the Presidncy aulit coverage and reporting on
the 	 local ulirrency program varied qreatly in quality, but was found to begenerally inadequate. In addition, the STP Audit Division did not have
in pLaL( an alequate system to follow tp on audit report
ret om;ena- ions. These letficincies OLurrei! due to the M.ission'slimited involvement with the S''P financial monitoring unit ard inadequate
oversight of the monitoring unit 's onerations, as well as anuntwi litngess on the part of STP managemern to adequately staff and equip
its 	audit funLiion. In aldit ion, the STP lacked formal policy guidancegoverning the preparation of audit reports anl proper implementation and
follow-up of audit report reLommendations. As a result, little or no 
action was taken to correct problems reported by STP. 

Recomrnentat ion No. 5 

We recomlen, that JSID'Dminican Isepubltc, in conjunction with
appropriate Government of Dominican Republic offiLcials: 

a. ohtain evilenC that the Technlcal Secretariat of the Presitency has 
prepared ftomal. written policies and quidelines to govern thj
preparation of audit reports in line with the AccountingU.S. GeneralOffice's "Standards for Audit of Governmental Organizations,
Programs, Activities and Fun~t ions"; 

b. 	 ensure that the Technical Secretariat of the Presidency establish a 
formal system to Issue iudit reports to aulited entities, that their rocr eenalt Ionq be viable and ,irected to spetifi areas or 
functions, an. that a follow-up system he 	 toestablished ensure that 
such recomnervations are implemented in a timely manner; 

c. 	 request that the Technical Secretariat of the Presidency include 
lJSAIlrDominian Republic on its distribution list for all ofTechnical 3ecretary of the Presidency's a klii reports on A.1.o. local currncy program recipients. As part of the 'fission'q oversight
tel,., !SA1D/rhqinlLan Reptili. oCiciali should periollt nlly review 
ant test STP's recommendation follow-up system to ensuro that STPatrl i r,!port ret.oena ti ons are onsiI nly 	 orent implomented 

res4Jlv~.;
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011lr'qllrk 11 f v , iPq i o awlr
SlIpport F1110 to (Ioa I yIrrfnI1xv-r(, vi oj 1,uiv , iuI~i111m 1( Fpr j1,%0 for ,it iit i by pihl i .. aLL 1la1il , 

fI nii at loast once duri i, lt I I re of the project 

The 11 .I10 Title I ant ESF Agreements+ for 198S an'l 1986 .ontainel arequirement that the GODR autit the use of fun!s provided unier thoseagreements. The applicable clause stateI that:
 

The Borrower will... maintain or cause to he maintainei, in
accorlance with generally 3Wcepted RccoIMinIn principles an
practices consistently applied, hooks anti records relating to
this Agreement. Stch Ix,oks antl records will be audited
reqularlv, In auvrdance with genoerallv accepted aulitingstandaris ani maintanei for three years after the lastlsbursements of proceedts bV the Central Rank. 

By way of exariple, the G',erl Accounting (iffice (GAO) Whilh irespons Il]e for Cognres,Irni Iaul its Inst itiittons anieif agenciesreceiving U.S. Government appropriations has also established "Standardsfor ,\tA1i; of Governntal Or!anizations, Pruirars, Activities, andFunctions" that require some 
type of adequpate mechanism to he inplace tofollow up on fvlIrqs and recommendations c;ontained in audit reports. 

Inaddition, Off ie of Management and BifJqet (0MB) Circular A-SO requiresthat the follow-up system: a) incluis the appointment of a top-levelauilit follow-up official, 1) be timely, c) Include criteria for properresolition ard corrective action of the aulit report recommendation, and
,) track the statis of auflit reports airl recommendations though the
entiro process of resolution ani final corrective actions. Sound

financial management and alequate oversight principles require similar
 
standards for local currency prolrams.
 

The OM)R's Technical Secretariat of the Presidency (STP) created an AuditDivision in 1985 to provide aulit coverage of the PL 480 Title I and ESPlocal currency programs an their related projects and activities.Authorized staffing for the auiditing unit was only one supervisor andfour autitors. However, durin most of 1987 the AuditSTP Division
operated at less than foill strength, oven though its task or
comprehenslvely audtinq over 140 wi~tly-scatteredt developmnnt projecutl,managed by oveir 45 different Implementing agencies, remained unchanged. 

As of July t, 1987 the STP Atit Division had performed audits of Just 31percent of the L/C program's 144 development projects. Using pastperformance as an inlicator, the STP auditing unit my not be able tottlt a significant number of the loAl ;urreny program' s 4levo1owentprojfet, before completion, inlnss the STP it 1ivi1on's staffresoujr.es ,re liprnased 'Jr a sizeablo per#ntage of tie aullt wArkload Is.ontractd (01t to private stor aliting firms. 
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Atlli t reports sP.ir'], si' P lii vtrio I V (J il I Vpr hy ihep Irt I iin 
tIlit lid i I I &lILfrlInIlg 'atThe aI I t n lothave any qli lan;lLennc

Infonnation shoulll h Inlirll.l in an atlit report 4rv1 it lid iiot u.se lil
si an ar1 a. I-l -prnpare. I i Iit r t 'lS.-r-ifor n--ai-.. s - - ..-e'i 'f20-ailif 
reports IS
se.b) hele STP Ailit O[fFiL.', :lvi used GAO "Stan;irds for Aulitor Gov'rnmpntn Organi zat ions, ProRrims, A tivitios, an] Funct ions" as ,€i 


aqiiide In orieor to eval te all report 3LirilLV, completene'ss olleffectl veno.ss. The ('AO auirting stanlaris require that airlit report s 
meet certain professional attributes1and1 riteria. Results of" this 
anilysis frund that STP atflit reports did not meet river half the
 
attributes tested. (See Exhibit 2.) 

DMitrlbuion of STP aut reports was not alequate ani was generally

liuiitel to the hiefs of the STP Ault Division and Coorlina ing Units.
Prior to August 1987, the USAID/DR (COD) L/C Program coordinators was not

inlled on the distribution list, am, at times, even aulitees were not 
provi(1s .opies of final audit reports. 

Another problem in Ovi atvtit proi-ess at srP was the lack of an aeriat
aiudii rwne.vniatirmn fiollowt-up syst .. STI' di] not have In place anyformial svsten to ensure the proper implementation of Its aulit 
ret.vamenlt Ions ial monit.or the progress 'f .orres.tive actions taken by
the aulitee to resolve a pan ular problem. As a result, many of the
STP Auit Division's recoxmenations were never implementad and reported
problems often remaine uncorrected. For exaOlMp, on May 29, 1987 SrP
auditors rfporterl that the Dominican Electricity Company ()E) had used
approximately $1.5 million In L/C equivalents for purposes other than
thse areol inwin in the project agreements. towever, no corrective 
a tion wis taken by STP to corret this deficency. 

No follow,-up ct.urre, because STP did not have any formal, written
 
quidance or policies 
 for hanuli.g audit report recommendatIons.

MdItionallv, many audit reports failed to Identify internal control and
 
projemt implementatio,. wo.aknesses. STP laWkod sufficient staff ani was
also hampered by the lack of formal policy guidance regarding scope of
 
audit coveraqe, quillty of atllt report inq anl a recommendation follow-up

system that would require auilt report recommendations to he implemented
 
on 
a ti~ilv basis. As a result, some STP atlit reports did not

adequiately aidress problem areas ar! otther reported problem areas

remainel nresolved because recommemtations were nf-t implemented.
 

The 'lisskn ha the following response to Finding No. S:
 

The !IAII/I appreciates ant generally agrees with the

obrservittions of the draft a40it. fmprovement in this
 
area is "ofprimary focus in the omprehenslve

toLhni.cal assistaLe unt rLt for tlv ISTP] in

finan lil managemont. It I4 Iaportant, however, to
 

-. 
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S1t, 

In-s( r~ t rI it'i I v Int o i Ne mi1.,u#wql~t~ n~ r 

In-; PitI-, 
vt 4* M 4f'quit4'j .ev s l t hen 'tirj'o',q' r 

i uii fi - s s wK rk,i "no n.re r % , Nr r!ii ~. nwo i r-	 'r1 'e riIp
tf'st inq. 

In aI iti ion, itmafle i hoev crinifnt s to RecommettatI on No. S (a)a|d 
!JSAI)!)R agrees e atiothat litillg funr-t ion Ii an 
important ires Inih.h the STP neeis to enhane ItscapacItv ari performanc,, 
 We are #urren ly
developinq, In cooperition with the 	STP, a technical
 
.ssistance contract 
with Price Waterhotise i ro. with 
specific ephasis on ievelopinR 3TP's abilities to: 
I) 	7FisthlIsh cle3r monltorlngi :nt iinancial oversight

(.1111hilhi.'s ov r lmtal Liurret-v inertIon%; 

2) 	 Ensuire eth(,wIs wherehvihe 0 J [TI determines
wheihr tOw Irtpi.'innin ; iaoriJ,i stvr slIffi ient 
management controls Nintluing a separate hank 
a..;ount) to alepiately safegqisir, a|3nister ant 
ucaont for local Lurroncy fonls before they are 

3) 	Improve the oversight capabilities of the O [STPI
to enslire that local currency funits are, not 
reh#,s*,t itlit 411 readil reents are 	met; anI 

.I) itnsire that 0i [STP atilits fully comply with U.S. 
CoeerdI U () f'ice' s '.5;taiviarus forALtitntIq

Governmen tiAu Inq" ano Ihat the appropriate 
act ions are tmikn with respect to the aillts. 

01,nLernIne Roxi.nmeirtion s',. S(tj, USAIf)/I statef that "overslRht" of
the ./C program shuild wit In{. ,li.a 100 potent review of"actions taken
by 	implementinq 
aencles In response to S"P Wutu reco'mendattons. It was notol that now ith 
 L/C Program had 4o 50 Itplomentlng agencies and
I5O projetis. 'fission Offid.11s rttquestP. tlw rec(unawtvition"tthai 'iSIViR should onsir" that i sStem to 	

to read
'review 3n,1 approval ofactions taken' )x% tn.orprtt Intro a cor inatlngthe, 	 onit's "anagaeftntres 	onstllitIn.4." Aatn, the 'flssion tske4 for closure of this

reomervlatirn to be hasel upon RIG!A/T reeipt of a polning PA iethnitl 
11,40 %tnns oom rt. . 



Vin ill v, r,'+!+ir I q (-L r'1+nl l It4k'L oi,\:. I), J;\] I)'lflt r .tit thit "IIp
to fiv, pori..-'n" r.i 1,r porenit(inC rje hil'"ItIan ft vo prohJl 's tv e.iS%e Io r'ir1t.n , project aul it ; , si n(,(- Ie S''i ini P le t Y. f.! t ........
 ........... ru~jet . yi, '4. Ii ssioi iiuxe iske, 
 1ft h+ rec ouldo rucmmen]t io(i
io clostel impo suinkislon of evidentol If)11 [RIG!A/T] 1a the GC)tR hata.rl,!t t, set isi le up to fiv" per.elt vailiblt Ior tith nw projeLtls." 

OeffLe of ih Inspector General Cormets 

It is true that GODR's L/C Program is financed with host country owne(t
cut renc. Sxh ownership, however, cannot and does not absolve thelsslon frun its association with or responsihility for the success of 
this A.I.D.-sponsorel program. During the audit we noted that the 
count 's newspapers often discussed the relative progress of L/C
projects ani routinely referred to them, for exampl, a IISAID Title Ias 
or PL 480 development project. As such press reports make clear, the 
tilt imaie ownership of the local currencies does not affect or diminish
1ISAIM/I)!,; iffiliitfon with the program, or its responsibility to oversee 
the probity of its finan0ial administration. lie are in Full agreement
wi;h the 4ission's qoal oF assisting STIP in ,eveloping aiequate financ1ial 
mana e.nt systems, an thereafter heckin the reliability of these

'stez~A ihro ih perliuitc testing. The %lission's planned actions statel 
in its rosponse to Recommendation No. S(a) and (b appear comprehensive
and shoul] he sufficient to provide STP with the necessary capability to
effectivelv monitor the program. As a restilt, Recommendation S(a) and
(h) will hft coniderti resolved but open, pending our review of action 
t aken. 

Closure of R(econmendation 5(s.) may be act;omplished by providing RIG/AiT
with qvidn e of !i5AID/DR's review of STP's recommendation follow-up
system, once it becomes operational. Also, Recommendation 5(d) was 
revisesi -isreqiestmi to earmark "up to five percent" of each project'sbuxdget to complote project audits. The Mission can close this 
recommer|lation bk sublmltttth evidence of such set-asides. In addition,
the Oft~!e of the Inspector General requests a copy of a reently
approved L/C project financial plan showing that tlh reqtired aulit was 
properly hiidetei for. 



L Comi I It eo..'t i, I I ti 1,|t Con Is 

The auilit ident if iel two complian.e excepttons in the: 1) timeliness or
local LurrenLy ,i iursement r to implementing ag(enc.ies, and 2)
Ostahli.hment of special bank accouInts to segregate local UllTrtnc fNIV
from other im~plementing agency funl resourLes. Disbursement procedurns
containot In PL 480 Title I Memoranda of" UnderstanJing (NOU) for years
1984, 1985 art 1986 required that disbursements of local currency
proceeds from date of initial request to cffective receipt by the
implementIng agencies not exceed 10 days. Actual 
 Local Currency

disbursements took substantially longer than this to be received by the 
implementing agencies (See Finding 3). Further, the design of the
disbursement system did not provide an adequate audit. trail for tracking
the accountability of local currency disbursements. 

The M!)IJ's also required implementing agencies to establish separate bank 
accounts to segregate local currency funds fCrom other implementing agencv,resotur;s. Auulit test reults an] a review of prior evaluation reports
ivicatLed that implementing agencies had not established separate bank 
-AL.ount s for a suijbtant lal nuimber f L/C project s (See Finding 4). 

2. Internal Controls 

Four majtor internal controls weaknesses were found dtring the aulit.

First, the Mission had no reliable mnechanisn in place to assure itself
 
that implementing agencies had received all the originally disbursed
 
local currency proceeds (Findling 1).
 

Second, the Mission's Financial Analysis Branch had not provided
sufficient review coverage of the local currency program and financial
oversight of the Technical Secretariat of, the Presidency's Audit Division(Finding 2). 

Third, local currency funds were cotmingled at both the national and
implementing agency levels, thereby preventing adequate accountability of 
lrxal currency proceeds (Finding 4). 

Fourth, the Technical Secretariat of the Presidency's Audit Division did 
not provide sufficient audit coverage of the local currency program,
which made lxcal currency resources especially vulnerablo to waste,
Fratui, and misanagement (Flinding 5). 
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lST O)F mi .c~r AGRP.r-NT till 7II1WERE WAs No 
SE~PARATE RAN AcmOi\~vr RErQJIRDIMENU 

ej1,ir1 3inv2. i 'qr 	 rocrin-offee Cre'tt1
~.SeLT'itrlat of Ptiblh.. Works La Vegaw-trahacoa Roal 

'%.*.retirit of PAbIIL Wo~rks 	 VeNirhrod Roadls6. Sftrttarlt -if Piihltc. Works 	 'Neigb~~orAx Roads 911)
7. 'Nt tonal Uvh,1o~Itw Reummes Meun~v 	 Nizao-Vbldesla. IrrigationR. National fvirologl Resoumas~o ARenLY 	 Zabanma, Irrigatiton
9. National Hyvr1IORIL Resnurmes Aqenry 	 Aslipo, Irrigatio~n
10(.Not lonal l1i4Iroloq1t; Resourmes Agencs 	 Rehabilit at ion Canals11. VmiimiIflal fvroloqI; Reviurmos Agemny Yaquc (let %rte, Irrigat ton 

13. Ntkinican Fi.trclty Qolmany 	 rsis Turbino-Barahona
14. lwkmn El mtiikty Cm~pany Lope: Angostura
1S. 9m,~Ini tan ri1ftirtt y Cespny 	 Mosel Plnnt16. NsOti an F1i iHO tv &wlpanv 	 fehAhlitation-Timbeque17. 	 tkiia Iflt..trILity ComnAny Tourist Zone Trans'misson 

L4ine18. 4JminlnLnn F.#fti ity &r*any Palconbridie 1ntertonnettion19. tk~inktn loi.1t' Ckopanv Jim',noa Ifyroolttrc Dlam20. Wxiii~an FI t t r i v Ceupany Rhallltat ion Lines-'Santo 
)tqIngo 



0IDiJT MIMM VDy Rr'u'isorwr r 

Yes; No 

1.t i#Ltjr s LleArlv ';tatelI 	 to 10 

1.. 	 Clear 1baLkqijjiv1t s01oin 10 to 

4. 	 Staion (ie'niow O v ith L~VI( ]1 

6. 	 Report (in LviInL(e with t).. laws Is1 

7. 	 Repirt on Lf~nIan~e with All/flR aqrrement toormi 19 

8. 	 Presentuacn (of fina*ncial statem~ents for periot coverod Is5 

9. 	 Finarndal Ms%..ostjre f 1iItirsement% to41r from.n
recipient instvlt'ioens 	 13 7 

10. 	tMti.,1o';tsre (if L'*ntermtrt tontrihtutins 9 11 

11. 	 Deiermuinsition w~eotw2r lltjimnswere RLI'le for 
ogsred tiponr ptirposes #)r &vunus 6 14 

1014fiv.1szzuIon e. the iu.':ruy~ of~fIinncial or other 
Information ronortei1 hy 1iqemnit itn Insitti ons 8 12 

13.4pomJIt~rsfln rif hink ai-voernts. t~eni Ifittion ~n
 
t.eaIct on 4~ojilr v~irtas or fuit%
 

ct.ri-i amn efft 1 19 
11. 	911tqi441on ,)f nwrtiwnn vlowsiof roir'onsiblo, offitcIMIS 

rerfr~i friviina vin*litttfni, 4r11 rtn~roonint tons 0 0 



yos vor
 

st wiy, iLonsi-termon~f antl dctemnatniuon wheither 
prfojeo. ohjce.tIves were me% 

17. Atm1it report Isitimf lite, ;krier la1te SIXILINt" hw 13W 0 

18.4NMwtn~lt I~n(l;c(e .tillt on aint Laitse 16 

19. Evabruir nf r curemnt smsem 1 19 

20. Re~port formt I r~1iesr tito pago, tble oif Lot n 2 1 

D1. 'iritiern mtiit rooorts Ms~t rihetti1 to 
4ipproriet p~irsonn', 0 20 

Twanl of attriminq of the~ abuo roports 126 .274 
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~~r.V GbhgqW.(kAwrd, Jr., I(/y 

* ~N have~ revious thO subject dr~ft uiillt report srimd~~l u~ 4M att..r:1ieV hu.to -. urontis on end. r.o,,woliti, I for yor .'eshovcoweiav e 1,idwspocwiic cliangesuseWu' r~o~lwtti=s to (Aiit iffP10M1t it jX' cfIf WCG elo:tcor-xfot thnt thu flisivion*5 ocvi~ntun, 
not to ,mske, thou. chimjw-s, wv'hr.

tkxxjq'YrEat#( .iructLy Into theo 
witio roqxvt to. Ou~t pitivuloir ita i':fina r"~,rt wvwo tIK,-liowuad wrvl not jumit itti' OFin the ajnnex.
 

Inivilditeict 
 phxase bw~1wco 
LWJArrYw boctiun at the finuii 

the f )11owfiw M~r,%fjttsj~t dir'Xtly W' tile"~c~ trqviots 
"Il lU Rq~rt on tho lorjl. cwwo.nmy ps~~RIV Cerption rerdiuj m utvtj u u.vthe nit.arv at rf~lW igtt*#j~ .auagcijItfxfelcuting a hrst cowstry-ftiurW~, 10o.,1 i4t.01M~LteIKy pr~tprogram arc financawd Liy theo i~wi
Th*so h~st 0owtty witil its~ O41raoaore are not U.S. nrqrJtft~txa nagotiates agei Gamist tity Iure jvbetwoon AID av.I thw e~t 

t o
programing andI diegboua.t ant1 'xntry III thsxi' 
mdiantsw *Wpoyed 

to the wuame lawe ptoc,4uritsp ipitt
The to astry out the uwrimn~it's rosjuh~r ptujww,.fignai oversight aMn r~ingowms. 1*turo adoptud ly C'w*s axnctly that prescribedj 4t the time ht' tie oriijitiai 

i t~ .s
Daterwination lb. 5. flAIjiWhItc*siloii#t it to tnic thiat Awjan/ *;lmrvgpw in Octaw Wit)
tilt~re'vision slasb1 of 1LWP7, thuj st*ulJu, ot rolfeIno~t lie(ll rxotricstiwity tW 40ttigfltoc*k i4acii In prior yc~rs. A significant 1vuct4dUii)1@ at Vtp~itan~*.to the pwrhce uxnitui,tyPO - ) vms t~. tuxsit (tibit. 14 the' oxt #othe w~ilorbstotuvhj thait bietcuirrom-1,g "ttyotv% tzidid# In (Acto , hxtqKextont) "~silatq to thi, hju, Q iuttttj 4&fwj hevwoto I-* asisvAtj
wor 1q thm. Mn 'lows C~~ lt.t i4priturty th o r~ j x ~ ~ ~ ttheir ownas 5W5,(O.4t1OX&* gid uvIt

of thu l muico w try antf m1 "pflomq~urqs. their ams d'ld)jrotv'xt110.0 are@ nat Vafl4nwflAgoncy p~lcy aluriivq or 'ot 1. Ajj~c' 1d*j tif"this 1-mrkiJ did riot *'rovt.10o14-MOf to04t Omlntry-OWMA ICA211 01TM0 
tvnnllboq I's 

1904, 19M~tond W61gf1~ wiA"'1906 agrowna.~t. I~t~l.i1,v tw~a~I ciinvvuA~,hur1'Sti!U/gD oxrrillw ~ait 6..,,-# ik-ue ofutim~.ulq ti,'o Ix~~ 0 Oct 

trilw wtp odt tao r ~ ap- l s u ( -lt itr 4 1 fc*14. 
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eurrene)y reauures~ rcuio us. to ly)Ki ~L~v~ ~t3ijl)0
W)U rnrvigcment caixibi titios. I!I no wly, hc~e.,'c;Wt. IkIjt;5 Phost gJovernment institutiuns magemeriL of their (.,i rvwjckx;tivit tloa Mission did znot po-rform i r) /

its ovoreight fuix.-Ljiorn i'lI~v'i~with Agency policy in effect at the time." 



' ,U,%rtl~t~i('li i.'agI ,l 'lillJ 7 

RE~X* T~aOION NO. 1( ;i 

a) Coordinate, with tl Teclinical Socretarbilt of thePresidency, the eitablishment of a mchanismimplementing agencies thist recrlir,).J
to send confirnatiot1 nlotices ofreceipt of local currec/y to tle Technical SecLetrit idfthe Presidency (Tsp), 

Rxquire tie Controller's Office to reconcile t1u.,s,)confrntion notices with opfratiovnl letters thitauthorized funds disbursed to the projects.
 
t .... 
 so 

"nesults of Audit" Soctionst 
sRe IntrcJuction. and 


Steps alrody taken by 
 the Mission beforerimra than the aOit stmlrted worea "---series of c.rtiintyinagement actiouproblems revolle, that WeSignedthrough audit- ton statedby RIG did Ill thu draft Audit.not disclose any signifcnt problems 1 ;j tt1t wore notailreidy hnk*rito aW being addressedj by USAID/DR. Thie auditors wero,such problems and prior actions by the Mission. 
In fact, d'Jviso .)f
 

7ba guu 
anrce in effect during the period(PL>-S) daited February 22, tAudited o Ilicy [)1983, states thit ei ."Mission should ontrwjtn i vimtj r),recipient countiy with as much of the work of utilizing and account lij
the 

oLuntry-%xnod f-or Llo­local currency as possibio".
 
Vven Oxxigh It wa recognizeJ
twist country, correctlys thiLthe USAWDiDR took tl)Oue LC fUyds Lhn)xj(x.the pouitiun #xirlyon tO. tin.?that we hid tO 10.)
involved directly in their prx.grAmmning wim
onirago that, the GOOR neededthese now resourems. istt f~ithat a Ibis is why USAIO/DR inlsisjtedspecial Ooordlniting Unit (CU) be Ii~r~ 1981created in iTP to 1win;'o htatcurrency generated under PL 480 agreements Janoxtraordirna-y budget thit it be sthipxit te with ;i~nto ensureoratinq expense funds. adeqpto levels of staff, oquipnwnt ar~jIn April 1986 the CU wes coiplotoly ztIIqjeW z. dstrangthnwl considerably to handilecevnatirq fromn the 

the large lncroios of lecal curroin,the limits of M~F Agreemernnts. 'flwwoi'uroSPi capabilities and ULJA0/Datxk arditionril 't 
dlid cl early rveei4pjn:,'1W'a ability to cope with lon tou urtheir large and growing W program.

From 1905 to 1907 the Lxal Currency Pro~ramUSMRl) Ostailislx.I] inere.inx] egnifio,,,,tly lla now in-houGO local
Soversight ovor the Iro 

Curroncy Projram l)ivii4it ,, I.- v:Nresumit ran,. In ,Sorvlca Qotractor n Chief of..... 
Iq6 th1, H Ut$yi nrJJ:-! I ijjl r, 



ltSM
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 t~tia I I Glritl 

improving its monitoring system.of oova 	 In Jul 1906,119uroalc_ ;v the f irn,Of i~ral Devel.opment Services, Inc. 	 USAID/DR.acted contr 
Program. The RDS assessment report, 

C to-condut an evaluttion of the 1x.wficl includeditRmrovemnt recommendatlons$ W 8 Used 	
,,series of m nagemurltto begin strenjhthening thv C.1pacity ofthe TSP to manage the program.
 

In October 1986, the TSP, at USAXD/DR request, contracted the sorvices of
ArthuEr . Li7tte, Inc. 
If 

to review the LC Program dlisbursement procoss iii 	ornl. rto determine the process could be simplified arid sloded up. Arthur D.Little, Inc. made a series of recommendations which were later the subject of
a ULA1D sponsored workshop which included all GOOR agenciesdisbursement process. 	 involved in the7b date, however,identified by the workshop 	 the GODR has still not taken action;as necessary to inproving the process and, has infact, expressed considerable resistance to changlin its internal procuJros
anl controls.
 

At this time, USAID/DR arid TSP are complotinrgTechnlical Assistance package 	
the final design of a completVfor the Cordinting UnitPrice Waterlx)uoe 	 to be implcmontouI byand (b., International 

lisniors has been wirking 	
(PW & Co.). Al of the problems tion fur the last two years atXJ wich Irve bKencoifirnal by the draft report wilt be addressed by thi Price lotertious temn. 

Kiragoment tn, iassonnn INo. 

The draft audit report does not accurately report USAID/Drosponsiltity with respect to local currency management. 	
dolvxj.itonn of
 
Miision Kiall
Order No. 11-4 wis supercedod by the Director'stransfer USAID/DR 	 memo of October 24, 19'6local 	 to 

(Xbtr~ler's Office 
currency project reporting responsihilitts fromto the Capitl Resourcvs Dovoloplcnt tho' 

memorndum required CR) 	 (CRO) Office. Thito establish aon the "Firnncial 	 dita base capible of producjng rtp)Ur.1status of projects itncludingprogrammed, 	 not only thm amouitsapproval are] roleasod but also the amountexecuting agency a&M 	 of LC re-eilvoS b)'the expenditures tl 	 f10 agoncy 1lls nvi-.e for etch projet".'Ibis transfer of roporting responsibility within the hMisolon 1lidand the required reports 	 take pl.1cware being pzelmled withexpendiLuro ropore1ng. 	 one oxeption- .- ptuject.Uovertholeus,
intontion here tms 	

it i, imipurtlit to r.Nilia, thlnt, .Lnto obtain adeqwite reports directlyhive CR collect infotlmtion directly 	
Cron TS1, ttt)K,,r tir;,from itijlementll4 j atcjtr,,. "
5iito 	 :li',cvl tln 43lel0 	 To'W, provide CV!) with) *xli~litur.) till 1, tNb/UItuiitilo to comploto Its 4i se 	

1,im
replii t,toit projoc[ 0XII i, tiJ' Cit 00 

i o ns
o l np o t , r o c o ic l / .i t 
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It isalso important to note that UbAID/)H's decisiol to transfer financin
reporting to CRD did not alter the fun&Imental fact tint basic aCe
recon ziliation responibilities for LC romili withIthe GOUR. 1110Controj .rr',O, cifically assigned responsibilities included only the ",x
, .rig ofgenerations and deposits" to ensure that they get into thomonitoring of Wt r
 
and that total initial deposits reconcile with te total. of CR's data
cot.
There was no requirement or guidance from AID/W with respect to 
econ il;is.
iMPlementng agencies receipts with disbursement trcxun tle special accounL6. 
It should also be noted that when the Firnrial Review Branch corJucts .­financial review of a DA project or implonentng agency,of counterpart funds (i.e. the receipt anl uelocal currency funds) is alw-ys verifid as lpto. ,)rthe review. 
Mh.agemf-nt Response toReco rndation, No.l
 

l.i) Mission agrees and has incoulxprated this task into the P & Co.contract. This recommendtion can be closed mpon
pr tantation ofa copy of the signed contract to RIG.
 
l.b) This is a responsibility of the Coordimntlbig Unit oL te TSPir tlnot of USAID/DR. 
As such it will be included in tbe TA controt.to be performed by Price Uaterhouse & Co and USAID/DH willmonitor the CWilo performance. We hereLy request tlat therecommendation be rovisol accordingly. Closure would l.­requested upon oubmission of itsignted coy of the Mkleetetlhsu &Co. contract. 

-;
 



Provide 4 copy of the L A l/Lt~rinici lcpu&)1tc (,fliii-jd 'iiijbranch tiscal yor 1988 Finncial Povlew Schuuh tinspector General tu iiji.tfor AuditlTegucitzllo, to ensureimplementing agencies tult 
are baing rovlolwt on an in-iejtl. tisn r'least annuallyl
 

b) Conition future roloases of local 
 currency funlingJ toimplementing agencies upon presentation of evidoce ty thoTechnical Secretariat of tho Presidency tint Intendimplemnting agency recipients Inv* mufficiont am rit
controls in place to properly numutt,for and uVswio currency furding; lrv 

C/ Provide the R gioral Inspector General for Aukdit/1*,ucigaplievidence of tho financial ccmuitments mmaJ to accesfli hreconwnttions a) and b) nlbvo. 

In accor~kinL, with applic',blo guitihncoo.trit, the rsponsility for in-kepth 
in of foct itt tl~i tlir#' C9owiod ly tUs..fli!lixal rieiti of lwo)prrjocj.s, includirsj mdoqutto monitoring of cu'rom~t,

iwtlowtliltprocedures, tie ngiyns.os aysLtuam Avswith the G=, not U-ID/!R. It is IAMbD'o7rn3xrxto monitor the Cordiating Unit's pr-ro-n- . iltyond- to lat It toadeqitto reviews iuithl*4r peI-(.:l&ioc to contract.. tiio. iti ,doI fior-forts do.ribed in response 1W local C11A filr. lsoto roI f'b(oLtton talxjvr I dewititlis 1Missiott h fullfillad its rosponsibilitlus tht iK
in t hias reijilrtl to tw patontpossible. 

Sinco tlto Mission finc1,l 4minlyst win hird ln hirch 190,it1nlonii iiJ agOiriof) aVIV 
six I VV, rMAM 014Ctult1ly I',ti iw)Rtorrli itbUAJtlb/14wtur,j mr lxin prolrnrn it i irI".ocombr 1986 and cin to tho linuitXu 'It.itonejt. Iii i,*ii, lisi,4rch 1987, titwo local W%.'it WrO waili tos.miWitr w)UO and Ompin' rOprosontativO tnl with IPbrlrisoeIs', 

wl tis., 1' 
I1Ikrit* ,JiAsocites (at& affiliate of (.*4ors Ly4b'ityl). luo '41l.ilS I,lon Ir!iI1Ilownting jncies nmli two fitryI11 0.rf' V. 

14111Wy4'those .ls'1i ji1a1I 1.iwhich -It it ;uiaod prhnr­ ilyI oti ,! ,31r nii 'trrlirIofit i!,,. hi iI'iuitld lcx;.,l cut r(ai.1*xq ti l t1lI ti 491i. 



Sto k'N.-zAndt2on
 
2.a) USAID/DiR reqtwsts tlmt tha~ 
 n1j~b zohiLthe (4Ct that the Qxrdinting Unit,* toi~~~~ 0t USAaW/I)c,or mnitorimi drmI auditing ar hV~Iementing s r~tAaects ~i adcontinuo to mmIfitur CU po&forjn'-o ill this itnpurtant arfrs.rac-vvndtion can It.be cloaiej uIAn submilsuion to kIG of a cqvpy uifthe Pric Waterhuse & Co. contract to provida)iprori1assist~nce to thse WU. 
2. W USAIW/DIR requustau that this r~xxmiungnLtj0 ti be ravisEjapprnpiately to reflect thit the dotermii~t~ci or tOxi.ou..ilwnting ageoncies cthii-tios Is -'i direct CUresposibility. USIUD/VR will continue to lmnitor W'spefoic. Ibis recoteoition

submiscion of the PW & Co. 
too vrin be cloSad upxiti-chnical 'ussistance ccvtract. 

2 Accepted. R4corAtiong oin be closed upon suitnion to RIQ ofa~ copy of the teclhnical ftsuistnco contract with Price 1Woprhm,u.& Co., Intornationill. 

S0 



I4~F2~Twrrw ta.3 

USAJ/DP =ConiRE !. viith C= off'611S PiOltI-4 

i) Inithnto a rii-1lojuO witil L)" ThChnic'-i '&%rotiti. .f hPI'esid~ncv to establish a diaturnwit. GL4L'M ;11 wahii 1'4I-l f%I480 atU Ec nmic 6upjort 1\anr* LOi-L cur.4nCy uv- u adisburseW directly from 4 PLrjr#tM 11CxwIAMLti nt~inexi at tlCGItral bank to tho intendiio implementit" i.gelcyo thuraby~eliminating depo~sits of the local cutrtnxy procut..ig in theW~tIomwil Trwourar's Cmqwrnil mIo xindjj I ,p 
L) If theO disbutsnft $Ystek) advivso it, I&'t nit.Vwmrjoq 3.,n. h;detersained to Wxnot log-illy/ lierminaoo04 tindur Majoliin~ 1'jo:14w or otherwise unfeaciblo, aikq* a sitr4iif id tlialvraqntsystom aimilar to O~x"s raxc.mgjOI ill tlxy Ariujr 1j. ,tt jtt'13kahoment keprt or the liurast 1)*V*lcia~oet florvims WiV.Iut.rReport of the USMID/1ominican ui loiM currtn.y perrim. 

Since August 198 wMon the new M0C Administration t*or* off(ices tile tat)i nitsdiscussed on numerous occasions with the Techeical Socret'iriat of thePresidency (JSP) regarding the desirability of stremlining th*e 001*4mq~ilprescribod disbursement system thtrough whiichi local cu-rency rnwrcos CloV.yUsing thle Rural D~evelopmnt Services* Inc. Report, funded Y tAIAR. OWoi~In July 1906 first wade recosumndations retarding tlhi need to nml1Cy tiv,rrystem, we medo *,very effort to iurrovo tie proo~lu. Ill COtobr 19&6, t,U'JAXD funded an Arthur 0. Little study fo~ow#t*. by a w*xkshop wil. imclukaall eight of the 00CR agencies directly involved in tho disburi'svnnthloverthoiless, thosti prucadures stro govrtned solely by 
sisO,

the o 1iqj-tij'.' of fth)ist~ country and cmn only be rovised with thoir ouini 

In a 1ttJL thtwd Joanuay 10,# 1988 to thle LGMI) Diroctor '1!#' rt' avst 16)rOcojniZa the MW~ to sirplify thui projoct disburr*,vnt sysym~, Mw.nencountering evondifficalt it's not alwn~ysisIitori* to i, so% In e'.irnult'%ttl.with the 'Lt.P LWIMD/f~o conttl cted the Arthujr D. Littta ounoaltimj (Itom, Whoi4davalopod a siop~ilaio disburuotint syutons which w hivew Ksaj~gmvrnm~nt to adopt. 

W*asluld note ivtheC. uditor. refimwimrkito tilit teoltiPiichiovod ty disont ituing tho noral bifuwwln i o~t J~rot~fslur'a uWe*l Iyhlmit country in 11)1. 4c%;vptabl* 011K'.', tho uiw of 'Ib~n,~itm~.n~prouadurav o uld sl~rt circuit Owhe xistityq ountroiw Oif 00V VA~tif~l 1ki 001,1-r ~Iof the lVopulico thtiornl Treasury, IMticnil I01*y-t Wtli.o n '1 ,t''~4. 



t i-t I 

VR'~~~ aj .,ICiM I 1DOt 

Otlwr evidence of continuing dialxj by(u0H to change 
the Mission vol firm rwistatwu by tWtvis axtained in a ncalpvibhity of the GOR. 

Later study of, ovor!l f ancial tm t 
Interntionl, confirms 

This roport, by Price 14torlmsuso and 0).,that the present gcvOrnmont in not inclined to rolu,,its noril intereAl control procedures, despite tlwir cumbersorw mture.s. 

3,ij Thso upan the auuplu evidotwno oC l)/AI'tI'm prior ,tin, eviititttj 
a.a , UoA1D/AR roquentm tlitt this A , cIIWl.M 

3.i ,s UjX I tho OviieW1.0o puovidixi il tK., 'Adp htlr. 10iJt Pri, 

this raomwienitjoii be eltw4l. 

, %,
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RepalicaDominlcma 	 .. 

Snto Donimp. D. N, 

NUM.0022 
 18 de enero de 1988
 

Sehior
 
THOMAS 	STUKEL
 
Director do la Agencda

Internacional para

el Desarrollo (AID)

SU DESPACHO
 

Ref.: 	 Su comunicacl6n del 4 do dfc'iem.bro de 1987. Inforvie do Auditorfa 
Estimado seftor:
 

Acuso recibo de su comunlcaci6nde 1987, on la cual 	 del 4 do dictembre.nos transmite copta de los records del
Informe do Auditorla del Programa on Moneda 	 Local quo con.cieron al Secretariado Tdcnlco de la Prostdencia.
 
Este Despacho comparto plenamonto la mayorfa do las
observaciones do los auditoros en 
base a 	informaciones cor
tadas al 31 
do agosto do 1986, asf Como las recomandacio."
nes on 	cuanto a la v1glancia, quo so observabaninadecuadls,
a las Institucionos elocutoras quo manejan fonduslocal, 	partlcularmento an on ,,onodalo rteforento a la Socrotarlf
.stado 
de Obras Pblicas y Comunicactones 	

de 
Domtinicana do Electricldad. Como 	 y a la Corporacf6,obsrvArS ustod, an la tflma comunicact6n quo dictamfin ost4 afirmacl6n,correspondon, Oxcopci~n 	 la ayori. '.con 	 do 2 millonos do ID$ dostiado.,a L~poz Angostura, a dosembolsos ofectuados per lo 	pasidi ,admintstract6n.
 

Consecuonto con ello, dosdo un principlo de ruetrt iWn venimos adoptando providuicias quu 	
gs..

vyn dedo 1i bpl icacidn do los controles necosarlos hastA Is #$utitc de"personal, sin producir par supuesto poaraliZ4ciogies Ont ol d.s-rrollo del Program.. Cl
dicto el 	

superior Gobierno, per u partvDocrvto No.40/7, dirigido a impedir ol use dv lotfondos 	oxternot a propd;|to& 11o cotinado. inSuscritoS, haesta a, punto 	 los tontrtt;quu (.1 	 fu1Cjo11rtu vivlt 4 1 



Re'p4blica Do,11111ca~g 

SeAor A Xi~tf 
TH4OMAS STIJKEL 

dispO~ici~n Puede considorarso
tantep no dfmitcrte. Larnontarnoso
Watr en condiciones de reponor dichos rondos a 14 
no abs.
ct~enta correspondiente, 
aun Cuando Pondorarnos tcerrnine
CbraS can recursos propios. 
 a a
 

A modidd quo ha transcurrido el 
tiempo hernos 
fortalo.
tracl6n de 

cido los controles pare corregir progresivamento la admnnls
Jos mfismoss 
lflcluyendo particulermente )aapertura
de Cuentas bancarias separadas.
 

Itenmos 

el Record del 

tornado nota do las recornendaciones corntenidas entardfos Informe de Auditorta relacionado cona las empresas y @starnos instrieyendo los Pago$a la Unidad Coordinadora, do quo provia revisi6no aplique las ponlidades
car rospond ien tes.
 
Nlos identificamos 
tores de con IsMCOSidad do simplificar eci*l­dlficultades, no 


desembolsos do proyectoso aun cuando confrontarnos cor
slempro intornoso par& materfalizar esto pro
p6slto- Consecuontoment, 
con ollo, una
posici6n fvi Iacontratacidn do Is firma Consultora Arthur 

do nuestra prf..,era d~ti
D1little, quo sugirid un 
 -
sistems do dosombolsos sipifco
1t0-I pl eenr em s o at i ~ mp 0 O o st asioesIs-"Ctuddo)i--deim~jbolosrospondent e s on atlchas oc s.los prop6sitos do desmonetizaci
 ends blen ad6 l quo an oportunididos sut~r
astablecido sigulondo sugerencfis do al gunos organismos Intor.
 

nacionales. Sin ombarg0, las rocomondac IOnes do lo$ duditorvi
on el 
Jontida do quo Is simPlificacfdn so&
ol Procedimiento ordfnario par& 01 Manojo do fondos vlgunt.s
 
lOrods abdoidunando an #I pats, no Isvista do quo #I 

Vista con simpatfa Por osto 
Socrutar$~do, on
uso do procodinlontot do desomtbolsos diftorentii
estfemula 
Isfet. do control quo necesariamonto correspondo a
 
Is Contralorta General do 1a ROP~blIca, Tosorerfa, facional,
Oficifna Nocional do Prosupuosto,It Rep~blics. fnclgyondoPor,01tas IsProsfdonci. de~rezone5 ,mecntar no% hemos fnelloado1L trecomondac Iones do I&Arthur Dlf1ttle a ii-oplei.
mados una ye: Ulti.civrtot detal.,s relatlycs a tu fictibiwdad loIC,1 
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Repl li Doninicana 
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Seilor
 
THOMAS STUKEL
 
Pig. to.3 
18 de enero do 1988
 

Compartimos los propsltos del Informe do Auditorta su­br.lsistoma d@ seguimiento do los proyectos, oun cuandoel informo no recoge con exactltud I firmoza do lntenclo.
y los esfuerzos que ha ofoctuado al
nes Secrotariodo TMn1-
Co do la Presfdencia. En el mismo Informe de los auditoro,extornos se puede aproclar quo ue esto Secretarfado el quoso porcat6 do las anoma114s quo cita pora la Fundaci6n HATURA
y la Fundaci6n Dominicana do Dosarrollo y quo propiciamos
los correctivos do lugar. 
 Do todas formas nos adherimos alpropdsfto de continuar perfecciggsonn los mocanismos do con
trol y para lo cual 
nemos sol itodo la colaboracidn do es
Agencfa con mfras a fortalecor institucfonalmente, onow1-
Pos y presupuests, a Ia Unidad Coordinadora.
 

Nos adherimos finalmento a las recomendacionos do
auditores on el los
sentido do quo los informes do auditoros
do AID scan realizodos con mayor frocuoncia y mayor profun­didad. Pare viabiliazr esto sugerencia homos disoeado un vo
lanto do aviso do recibo do rondos qua vamos 
a dfstribuir a
las Oejcutoras para quo scopfen @so informaci6n y podor tran'forir a Is AID.
 

fin#lmento aceptsmos Its rocomondaciones rolcionsdas
con l segrogactan do doberes y rosponsobiIdades pare adqut­siciny vonta do productos Importados y par& lo cual os. Agvqj
cis contratarta hs firma de un Contador POblico Autorizado .,partiendo do ha separcidn lasdo partes correspondlent#s docobro y rogistro do las transocciones do nuostra oporactOihenos anticipado, so 
produzca un tanu.l quo conto ga-caolnts.
mos m~s elhborados &I ofocto. 0 p, 1 4 #A 

XI 

1I1G. CUILLERIHO CAaIM
 

Socrotarto TOcnico diolo $sdia 
GC~ttt. 



LuAU/b~a.i~cOn with COOR 0f f iI 
From imeaontAT19 agenies, Proof thit Geill~t ut relwy 

b)project bs&k accou'"t hvQjWen astabl ished:
 
b) l OM th0 1*chnical swcrotAr14t Of the PresilomCy,
r*c=nciokiojs of all prEovicunly 00mingljlo a, gChod,~accouwitd of Iiloemnting agencie, to elmure thait IOMIl curraticy pr,,q1 hv,1fl~A 5ubbelltAd inoligible 'Activitig, 111 

Cj Froma th* ~Iveladcal Socrotirjt~oL the rqR'ide.y, ,.,cLpy o1lmjudit~rejlrts tiwy 1gve* insulml, 414
 
(1 rom the Cbvor~uut Of tl* ksxt.ificoln H.'pbl ic, l 
w t.i
the VpI~cia1 accowat for Lko. nnuuut, of #sny wuIUthoriucx uwa 

4 a) SincE the CordJlnsting UWit to ditectly rut~sivb#o totgmvlngemnt aml oerisiglit ot 0^m*owrolproof tbat lumt currtmwy, 44Vli'"m~r4L@e ik zimvwita lfInvo Ivan ..rnUbl ias)' inroviflai by We'cortifiction,to tJ8AIL,/tIR that stwh anl c#=,,x"'wo Iven oponed IV lWqlovwnting agenvivoo
 
WIDl/zM bogam roquiri 
 thil. cortlfkcition on Wpmus 24o, a%7.AIA/ therefore~ rotpurntn 0"at thia A n1nat4rnwith th" wwnorstanvliqr thnt WV I*Jporfor os wilIl Covio 11141 to ,'nitojre by the Illoulon. 

4.1) 14 tiv) 'l';'t ntuJtt ,ml th" lorior utcpJy by Itzrsil tm-14,1im­

prqtoj~ct, Pis vucl. is 4- yvs 1414, afay #%Ar~rfAiw Msr Is- .vI iul.'aivjWithwtut m to~dotersina wheotbor 4,r tot 
till C.; 00 OV~l 411Vpjsrn Ie~Nt 111Zw~UV 

wil i nct'UtU& i IM Pfli ESatotjtios) WalCo. t,,41111, t1fro..iJpK byV RIO( of tho 66#po'ki 11'i itt"om ,0014kalt). * A r 11 



61#0 Tho ?isshi his ailroatly r'xuivt%J *i list 4,f 55 ,tx~jtGop~o;by the (-U A's well As 4 cOvy of a rtxWe'at (or prqxoa.jls tolocal CPA firs's do in addit1in 30 jjiuditu. WUzI in numrmvciving c*ios Of 411 :vikltt performod IV thu C* W~terlrjso and Cob. ocntrwjt (1olb tlxrawill h1t u'trtongtbo tlhe (.U-6 *tW10;,to performi quality reviewst*,nduwits. nlhSWdu~ thxxlzlwi (.~,Mission hereby requests thQj this r tvcW jtijun 110 ct'xI. 
Ibl)Tis proviluton will hei~2l~l'1 
WW of nxur*i in tlex, t~J .U- for prOJ..t "'ni reviewo under the, r1, vVioly)S 14trOb. mxtrid7t Ibuni Al~3toy 11.,1qu' tbumiusiuml of a cowy o tho Prico Wtarkouno mylr Cgj.
Mi~t r it. 



In~~untiI 
j 

WIl)/VfD'wlt~
I fe I Cc mrnt a 

0= officials,Retj o bwith should. 
a) Cbai evidence that the Technical. Secretariat of the presidoincy.has Prepared forml, written policies and guideline, tthe proPration of audit reports in line with the stao gv esr 

.n
the General AcOounting offices$ "Standard.Goveization, for Audit ofProgram, ACtivities and Function," 
b) Ehfure that the Wdhifsl Secretariat of the Prsidoncy establisha formal system to issue audit reports

L 
to audited entities tholtbe isplemmntable and directed toor functions, ldtatao dto ifcareasnand pecific rthat a folloW-up system be established toensure that such reM nidations are itplemnted in a timelymanner; 

u ntC) 0 that the 7chnicilSecretariat of the Presidency incluaoUSAD/Iouinican Papublic on its distribution list for all ofhlck.lcal Secretary of the Presidencys audit resports mdlocal ofcurrency program recipients. 
As part of the Mission's

oversight role, Hsion Officials shold review and approveactions that are taken to ipplgmw t Technical Secretariat of thev.Presidency audit report recomendatina and 

d) 1hrwak five Percent Of each Public Law 480 and Economic SupportFund local currency project to finance the contrcting of pr',j(,Ctaudits by public accounting firms at least once during the lif iof the project.
 

T1 tLKWA/ approciates
draft audit. Improvoent 

and genorlly Agrees with tiv obsorvatioils or thein this area*pre*hnsive is of primry focus il themnagement. technical assistance contract for the MWIt is important, however, in financialto reMORE lrocal-u reno an" 
iv) that these are hostthat U"IDiDt cAnnot and should.into. t Wnagmontr sttucture "in plaic 

iOinhrt 
should instead# help it of the COD-. ,develop adequhtc sYstm And then assuroursolv#,uthat the systems are working properly tlhr gh poriolic tooting.
 



tmn/ive° Dwtj|1 c-aminta 

li'Mgomnt Respons to PIO-MO tion, No. 51 

5.a) LAID/n agrees that the auditirY function is an loportant arewin which the P needs to enhance its capacity and performa-c.We are currently developing, incOOeration with the STP, atechnical assistance contract with Price %%terhouse &Co.specific eWhIasis on developing STP's abilities tot with 

1) 	Establish clear monitoring and financial oversightcapabilities over lca1 currency generations, 
2) Ehsure methods whereby the CU dotermines wtotherLuplementing agencies have sufficient 'rngomont 

the 
oontrols(including a sMparate bank account) to adeqntoly

safegard, administer and account for local currency fundsbefore they are disbursodl 
3) 	 IMprovO the oversight capabilities of the CU to ensure thitlocl currency funds are not roleased until 111
requirements are met, and 
4) Ensure that CU audits fully comply with the U.S. GeneralAc oting Offices "Standards for Government Auditing" and
that the appropriate actions are taken with respect to tlw
audits.
 

This rocommndation can b9 closed when RIC receives asigned with Price $lterehous and Co. 
cqpy of the contract 

issist~nce. to provide the 'w.osury technical 

5.b) 
 See S.a) above,
 
5.) SOO response 
 to 4.c) and 5,a) above. lbowvor, UStAX)/DI doom lotagree that "oversight" of the local currncy program 010l4includo a 1Ot review of actions taken by iMploMOnting agencieos

in resp~onse to the CU's auult recommonltill (the*ro50 i.plmenting agencies an 	 are i~150 projcts). Insto<ld anappropriate follow-up system for the CU will be impleqofjt., with|the assistance of Price %htorheuse & Co., and UUAU)/I1 will sly~tcheck 	that systeum * a periolic bigis an itcontinun to monitorthe CU's performance. Wo l*reV roqutnt that thin ,
 

... ... 
 ... + .
 
j
 



be rev ised] to read&thlat USAID1/Diz sly~i id ?Islr0 tiLtt"review ind approval of I!tdjIfact ions taken" 1 , ix,:orixrtet into t,:CU'S mSngqement resonxsi'i it ies. 'Iis recx)nrI,1,-it ion tt-ri.t )I2 1be closed uin sul aW.i:si r t.,RIV, of i 'Iy of the, Pr ico
W-iterlvyuse & C. ocin,,t 'h'ui(n l ,5:;;i st ('o)nt r. 

5.d) USAID/DR agroes wit It t ft, i nt,*Iot of thi. ; If .()IT YItIt ion flItrequests t-t it W- revisd sliqhtly to fa,ilitn,.
ilerrentat ion. 51 of N Iah" mn,-or r,/ rotproje(t
suYfg-icie{t- aul] it dej-'ritiq on thw, 

t, 
il.al ':r'qI,'xit;)f tip­j)Lojt Ct. IJSAI )/DR request ! tInt t Ik roN' mrnt, t i ot If- re v i 41 torcqdire thait "up to five pI,'rent." of t t otai anmu)&nts sot a'gi,,for projects 1-,e Imnde avaiIi )Io for pr( jt,,,.tin . 'i!Iirecoxrmvtne t. ion could b,C]Clced ujlx))n 
si lii i ssion of ev doinlnc, to RI;that the GODR had agreed to set aside up to fiv,, prrit of the 

anont availabie for new p)1- jects. 



,,', 
 ,'Pll i)IX. 2 

Li1st o(- Report Retorinendat Ioni 

Recommendat ion No. 1 

We recu.imend that USAID/Dominican Republic: 
a. oversee the establishment of 3 confirmation procedure that allows theTechnical Secretariat of the PresildencV to confirm that Implemening


agencies have promptly deposited in the local Lurrency accounts those
local currency proceeds originally authorized for disbursement; and
 

1. require the Controller's OffiLe to oversee and periodically test therechnical Secretariat of the l'residepny's i;onfirmation procedure to 
ensurn that It i. adequiate-. 

Reoininendat ti n'o. 2 

lie recommend that USAID/Dominican Republic: 

a. ensure that Its Financial Analysis Branch include in Its fiscal yearlQ88 financial review 
schedule pericyic in-depth audits of local
 
currency Implementing agencies, to be conducted by its own staff or
contracted out Certified Public Accountant firms, so that the Mission
 
can alequately assess the Sei-retarlat's monitoring capabilities and
 
perfoi-snance;
 

1).cundition future releases 
of local currency fun.ling to Implementing

agencies based upon a review of Technical Secretariat o the
Presidency certification that Implementing agency recipients have

sufficient management controls 
Inplace to properly account for and
 
manage local currency fundi ; and
 

C. provide the Regional Inspector General for Atflit/Tegaclsalpa witheviden~ce of the flr,cial commitments made to accompl Ish
recommendations a.and b.above.
 

Reccmmenation No. 3
 

We recommend that 11SAID/Dominican Republic, Ii conultation withappropriate Government of Dominican ,epublilc OlFfictc1i: 

i. -explore means with the Tochnltal 1e3Crtarlat of tho Predloncy to-,tablish a ,lsbursemont 
system Inwhich lPJblIL Law 480 and lkonorncSupport Fimi loxal cnrren;y funis w)uld he d'ishursv directly frort a 



lPan,,' 2 ',f 

.......................... 1rog!ram3 u(1.ount-::naint n~ ......ii . the .....-f.ent ra I..... lank- -i ( lhe ... ltit eiildi.,| ............
 
imple inntItr, agencv, iherehv eliminint in *eposiis of tihe loc.,1u~Lrrencv nro.eeds in the National Treasuror's General Fundl ALLOIIntI a nd 

b. 	 if the disbursement system ailvised in Recomrmen~tat ion 3a. is
detenined to be unfeasible urier Dominican Republic Law or
othen4isc, negotiate a simplified disbursement system siiliar to
those recommended in the Arthur D. Little Ilanaqement Report as a
condition precedent to any future EconomiL Support Fundl or Public Law,
480 local currenLv agreement. 

Recomnendiat ion No. 4 

We recormmend thai 'JSAfl)/D(t1niLn Rteptib tI, in Lonsuliai ion ith
appropriate Government of Dominican Republic off icials, obtain: 

a. 	 from implementing agencies, proof that specific local currency
projeLi bank accotits have been estahlishe,; 

h. 	from the Technical Secretariat of the Presidency, (t) a schedule of
reconcillat ions of all previously comminled accounts of Implementing
agencies t) ensure that local currency proceeds have not funded
ineligible activities, ani (it) copies of all A.T.D. related audit 
reports they have Isstie!; anl, 

c. 	 from the rovernment of the Dominican Republic, replenishment of the
special account for the amount or any unauthorized uses. 

Recommendation No. 5
 

We recomnmend that USATD/Domini.an Republic, In conjunction with
appropriate Government of ominican Republic officials: 

a. 	 obtain evilence that the Te(,hni al Secretartiat or the Presidency has
prepared formal, written policies ant quidelines to govern the
preparation of audit reports In line with the U.S. General AccointingOffice's "Standards for Aud i of Governmental Organizations,
ProRrams, Activities an,] Funtion.s"; 

b. 	 ensure that the Technial Secretsrlat of the Presidency establish a
fornmal system to iste alit reports to atm1ited entities, that their 
recompen-lat tons be viable And! dtIre,,tet to speifIt.; areas or
functions, anr' that a follow-up system h established to ensure that 
sth recotmndat ions are implemenled In a t imely manner; 

http:USATD/Domini.an
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- c. rrnq ie s; - thatv h Ted mkufl !~r't~4fHrri i i ~ uM ' 0L ~ 1110 
USAI1) Rpublic. on its itrIbut Ion list for all of\Ty'rjni.an 
Technk-i! Secretarv of the Presilen.v's tiit reports on A.I.!). l.1alLurrenuv prolram reipients. As part of the Mission's oversight
role, USAID/Dominican Republic offiali shooili perlolically review an test STP's recommernlation follow-up system to ensure that STP'11lit report reccimen-Iat ions are consistent ly implementodl
reso(lvel: ani 

or 

d. earmark 4) to five perent of each PJbli. Law 480 ani Economic
Support Funry local .urrenLcv project for aLuiits by public accountinq
fir-s at least once durinq the life of the project. 
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