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UNITED STATES OF AMERICA
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

OFFICE OF THE REGIONAL 'INSPECTOR GENERAL FOR WEST AFRICA
 

UNITED STATES ADDRESS 
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C/o AMERICAN EMBASSDEVELOPMENT 
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MEMORANDUM FOR David C. &ei!Sn,/K.I.D. Representative,
 

Portugal-- ,
 

FROM: John P. Comp t 1 
 ,,IG/ADakar 

SUBJECT: Audit oI 
 the AqrJcultural Production Program 
in Portugal (Project No. 150-0023) 

Attached is a copy of the reprt on subje(t audit prepared
by Price Waterhouse, Lish)on, Portiuga .
 

You requested financial
a and compi iapce audit of localexpenditures incurred under the program. You wanted to knowif (1) expenditures were ",i thin budget, (2) expenditureswere allowable and (3) ccn n o].; over project commodities 
were adequate. 

The audit firm concluded that expenditures were withinbudget, a contractor ledger entry of $20,636 forexpenditures needO fur-ther: clar ification and controls overprogram commod it e heins nec to strengthned . The report
contains the foillowing two recommendations.
 

Recommendation 
 No. ]
 

We recomuend 
 that t-he A. I . D. Representative, Portugal,provide an e'xplanation for accounting adjustments of $20,636made by the contractor in 1982 and 1983.
 

Recommen(Iat ±on No. 
 2 

We reCo011 14Inln the I It h a t A. .. prsrn tati vv, Portuga l,
ensure that- prnjoct commoditiesCO are identf ied.
 

Your c(mlltic nti:; on t.he 
 and it firmt':; d ra f t report expresedaction aI r, ady taken y't he Mis:;s on to implm] en t therecOlitmlmI1(Iat l On:; an(1 reques"t l c]os ur e. () recommendLatNo. ] , through in t crvj w; wi t h former con t ractor 
ion 

localemployees, you found that t he nt ry represent e.d anad justmen t. for exp- nd it s (u r dif 2iculIt to 1ass ify in0 



adapting 
 the project's manual accountinng system to an

automated system. You aiso found that the adjustment
represented bona fide expendi tures. In your judgment,
contractor action not to spend extensive time reclassifying
some 1,400 ledger entries was reasonable. With regards to
recommendation No. 2 you indicated that the contractor had
reviewed the commodities register prior to departing
Portugal and certified it to be correct. You also 
 indicated
that the grantee is checking the inventory at the field
sites against the register prior to submitting a final 
inventory to A.l.D.
 

On the basis of action taken by your 
 office, recommendations
 
No. 1 and 2 are considered closed upon issuance of this 
report. 

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



NONFEDERAL AUDIT OF THE AGRICULTURAL
 

PRODUCTION PROGRAM IN PORTUGAL (150-0023)
 

Audit Report
 



Av 5 de Outubio. 35-80 uutuelo; :,1 ",le 
1000 Lisboa 13668e.ie, 


Nice H lterlou.e 

April 14, 1988
 

Mr John Competello
 
Director RIG/A/DAKAR
 
c/o American Embassy
 
Dakar
 
Senegal
 

Dear Mr Competello
 

NONFEDERAL AUDIT OF THE AGRICULTURAL PRODUCTION PROGRAM
 
IN PORTUGAL (150-0023)
 

We enclose our report in respect of the financial and
 
compliance audit of the above mentioned program.
 

We would like to thank you 
for this opportunity to have
 
worked with you and your staff.
 

Yours faithfully
 

fr1culd tri Cor~IevatOfid *) RrpgoroC~vnerc,4 (* I ISI)A SM, v 



NONFEDERAL AUDIT OF THE AGRICULTURAL PRODUCTION PROGRAM
 
IN PORTUGAL (150-0023)
 

TABLE OF CONTENTS
 

Page number 

ACRONYMS 	 2
 

EXECUTIVE SUMMARY 	 3
 

Part 1 	 - INTPODUCTION 6
 

A - Background 6
 

B - Audit Objectives and Scope 7
 

Part 2 	 - RIE]SUIT, OF AUI)IT 10
 

A - Find i zvj; and Recomr(rndations 	 ].2 

B - Compliance an(d Internal Control 22
 

APPENDIX I
 

APPENDIX 2
 

APPENDIX 3
 

APPEN IX 4
 

0I
 



Page 2 

ACRONYMS
 

FAAS 	 Foreign Affairs Administrative Support
 

GOP 	 Government of Portugal
 

MAP 	 Ministry of Agriculture and Fisheries
 

(Portuqal)
 

PASA 	 Participating Agency Support Agreement
 

PROCALFER 	 Liming, Fertilization and Fodder Program
 

RTG/A/DAKAR 	 Regional Inspector General for Au-:'ift/Dakar
 

USAID United St:ates A(gency for Tnternational 

Developnent: 

USDA 	 United States 
Department of Agriculture
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EXECUTIVE SUMMARY
 

The Agricultural Production Program Project 
is designed to
 
assist the Ministry of Agriculture and Fisheries in Portugal.
 
to develop and implement a comprehensive program of 
agricultural improvement,withj particular emphasis on soil 
correction, fertilization and increased forage production. 
The purpose of the project is 
to strengthen further and
 
support the institutions of the Government of Portugal in 
carrying out these proqrams. The project started in 
September 1980, was scheduled to end in September 1985 but
 
has been extended to December 1987 a
fol lowin, project 
evaluation completed in Novembl)er 1984. Total project costs
 
include a maximum of U;$ 10.0 million UsA.I) grant and at
 
least MIJ2$4.5 million 
 or equivalent of hos;t government
 
contribution. 
 The U;AlD grant, ais amended, was to provide
 
funds for t:echnical assistance through contract
a with the 
United States Department of Agriculture (USDA) (US 7.2 
million), participant training (US 1.7 million) and 
commodities ani contingencies (US 1.0 million). 

At the re(lue:;t o4 U{;AID Po- tugal, the Regional Inspector 
General for Audi tiIDakar contracted for nonfederala 
financial and compliance audit to review the local costs 
incurred und,. the project. TIbm objectives of the audit were 
to: (1) est hil] ish the amount, of ]etnca] cmo:;t.; i ncurred (2) 
determin- the adeqafla'y (1Dcueta ail]t iOil procedures 
supporti ng expcndi t urS de( 3) _'rmi ne i f appropri atc procu
r'-m-nt pi nt:,, ,in: we rP fo lo vwed and (4 ) ided n tify host 
Government controls over A.1.I. funded project commodities. 
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Based on the procedures set forth in Part 1 of this report 

we conclude that:
 

(1) 	Local costs of about $850 000 have been incurred 

against an alowable $1 milion. USDA officials 

est imat -,d an addi t ional $51 000 would be spent to 

complete t-le projec . 

(2) 	Document ,it i oii aind irelureS tppl eXpenditJIure
s i Inq 

we re wnpr- 11 y 1eo U.a t e , x cop t f I a Iack of 

sufficient ldocumni-n t ion for f 19 969 of S 31 6 551 

tested. Frl ::t,; y di scr , t Ius 1osed that- expend i

tureos (Iue,,st i (,n,, wor,, in fa' incurred and reasonably 

relat-ed I 0 p so , ned.;1 e0 

(3) 	Procurement: procedures were generally appropriat:e. 

However t herI-e were inadeua te cont rol s over the 

budqetary plrolCe.Ss used ta initiate pr-a}cur.Tient s. 

(4) 	 t)roject cmr di ti . had nat )e(en 1nvent o1ic ( by the 

grant-c,e -,- rconci ld Ie bIle] US 1)Ato Iva i 1 CoinmIod i ty 

Mas t-eor I ,i I . W e ulinderIa;iiid I hajtt )III i (s WereIIId i t 


%t-()r 1 at v i e ,.i ), ji't ] ) .
Tt- i ,oa Im a-e(ecotdnIe1 

wit: h PI ( / i in;! ruc' i l , we dl I n isi t t he1. r1ac-

ti nns to ide](,nt jIl, ,.Iha) , if an',- wr, in 

1)1 -i('( ti C')',l i ol (J (ii)i('(lit r()l (, 'I I I , (O )lIn(iI --

t:ir(, s. 1%7, ,:' mfml( I I,] tt , 'I:; Itu1 rll- .l Wa ; 

enl i n , I he q ri 'i w a Si; I t h p re)-n :;!; of t ik in(I a n 

'Iv e-,! 	 r-v I.Dr.iln )tt (f t h' ';mnlml( it so e, )t f mo(In A. 

{()1Il ] )' aik ]*d '(!.Iew 

Additionally, we, found iat cIlepontiitur, ireords at the 

projlect !;it(' Ibeez t for 17 in) and,t,url ;ad]jui !-, S 6'6 11 2 

$ 3 in iIun (I1inde ai r(alit ion If "PE(' ('1 I,EI) I T[.IMS". 

0
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Neither Project nor USATD/Portugai personnel could provide
 

adequate information to suppoit these adjustments.
 

Except for the speci fic def iciencies notedi during this 

audit, all tested items were found to be in compliance with 

applical)] e laws and regulations;. Furthermore, nothing came 

to our .attent ionr to cause:. us to )el i eve that untested 

items were not in compliance with appl icatl, laws and regu-

Sat i on s. 

We have no recommendations with regard to lack of sufficient 

documentation. These represent weaknesses in int ernal 

control which ayo no longer (orretahle i nco the project: 

will end in DecMrur 19H7. With rIni 1(d M, (,)lhir finlings we 

recommend t:hat- t ie U.A-AII reprisentat iv,.,: 

(1) 	Provide an explanation for adjustments of S 17 268 and
 

3 3 368 

(2) 	Ensure that A.I.D. fun6ed project commodities are 

identified. 

With regard to commodities, the AID lepr sentative and Chief 

Account ant met wi tth the Gras t-ee Project Coordi nator who 

advi sed that a commodi t y reg i -;ter had ben ma i nt a i nd and 
was hein ('oMuIPiet-ed. The USDA Proji,'. Admini A ;t rat or advised 

that 11e had revie,wed te ('ommod i t ,, rgi .;t ,r all] (I'.rti fi(ed it 
to b, ('o rl . U A I [/lev'i 1;(1a ud ; ant ;it hat I lhe' (;Irant (, 

if; chetek i nio t h(' - I er si t est hat i I'viri a ty rig i st field 

aga i ;t t 1w - i t:;t (z1 pi i r I , : ht it t i i.J it t 0 I,';A 1i). Hir;A ID 

wi 1I !1 :IA Ii eo l i I r,aIsk Wi;sh i 1rIt ()I (co' a ,, j ,"ij i st when 

lo 0 j(i pusu b11it I 1 i'0)1 0ItI i,"sI I l ;asno. 

0
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NONFEDERAL AUDIT OF THE AGRICULTURAL PRODUCTION PROGRAM
 
IN PORTUGAL (150-0023)
 

PART I - INTRODUCTION
 

A. BACKGROUND
 

A grant agreement dated September 16, 1980 was signed
 

between Portugal and the Unit2d States of America for the 
Agricultural Production Program No. 150-0023 (PROCALFER). 

The grant is for direct assistance to MAP (PORTUGAL) in 

developing and implementing a comprehensive program of 

agricultural research, testing and extension with particular 

emphasis on soil correction, fertilization and increased 

forage production. The project is ained at further 

strengthening and supporting the Portuguese institutions 

responsible for carrying out these programs. USDA, under a 

participating agency support agreernent (PASA) signed with 

AID, f inanced by the grant of OISS 10.0 mi 11 ion, provides 

technical services, training and commodities, necessary to 

achieve the project obji ct ives. 

The project funded for U!-$ .14.5 million, includcd a USAID 

grant of US$ 10.0 million and the equivalent of USS 4.5 

million of host government's local currency contribution. 

The grant- a!; amended, provided fund.-. for technical. 

assistance through a cont ract with USDA (US 7.2 million), 

for participant t raining (W; 1.7 mil l ion) and for commodi-

ties nd ( i-,.t :; 11(,:i i on).(IJ; I.0l rilii 

The froject scheduled be by 30,wa;s to 1)complieted Sept-ember 

1985. Htowever it was extended to December 3], 1987 based on 

0
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a March 31, 1984 request by the Minister of Agriculture and
 
following a 1985 evaluation of the program to justify such 
extension. The extension resulted in the streamlining of 
activities covered by the program but no additional funding. 

As out ined in Appendi x I, MAP set up a coordinating 
committee, under Government ruling (despacho) dat:ed December 

2n, 1980, to control and admini ster PIOCAI'FE!. This 
coMM i tt -e is f ede-l d by a oord ila t or aIId a ,1u1 coord i a to r 

and inc ] udes ot hI- (yovr, -nm nr, t I-re)ree11t at v(-.;.si The 
P1EOCAL.'. Commid t t:ee I1eets; w((ekIy. O1 occasion, U",DA and 

USA ID representatives havea at t ended as obSe-verS. Key 
officials throughiout: h lprojet listed in Appendix 2.he are 

B. Audit Objectives and Scope 

On instruct ions of PI(;/A/I)akar, we have carried out a 
financial and compliance audit at the project site in Oeiras 
and at thie U; Eml)asqy in Li.;thon, Portugal between June and 
November 198<7 of co;ts incurred locally ,inti] (I-eptenber 30, 
1987 und r the Agricultural Pr-oductiunr Program il Portugal 

(150-0023).
 

Local costs to 849 "83 asamount US$ follows: 

us
 

Identified costs incurred to September 30, 
1987 
 1 114 000 
Expenditure incurred prior to S ,epteJImber30, 

1987 but no de'tails are avL Ilahb]e 20 000 
Estimated1 by the 1'i o(A ll < I,.. minis rator 
to compl.ete the p)roject 51 000 

1 185 000
Less cost s incurred under M',:;A Aq"e
ment but cluargod tlironth 1,,-1 ',osts 336 217 

Total US$ 849 783 

0I
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As regards costs incurred to September 30, 1987, we assessed 
the pirma facie relevance of expenses i ncurred to the 
project and th(. adequacy C)f u er1lyinC docule;ntat-ion and 

procuiement. procedures tihe ofon bas;is enquiry of officials 
named in Append ix 3 and VeUlif icatiton of a sI;am)le of under-
Iying docwmnt at ion which we ;ummari se as fol lows: 

Type of No of Sample Project itemsLocal costs sampl.e it:ems value value 
US us 

Esc FY81-86 Statistical 
 59 150 222 663 102 

US$ F"Y81-86 Over $4 000 15 611 45993 287 


Esc+US$ FY87 Over $3 000 
 7 64 361 163 653
 

1 114 214
 

The statistical- sample referred to above was based on a 
sampling interval of US$ 8 048 which .in the case of 
commodjit:i us was extended onl a clcndgementa] as i; by a further
 
four it ew,; i-st 
 i nq in i 92, coveraqe! of t()tl expenditure 
in Xe ,5;,-, UU S 1 0()0 of t hi !; t ype a In Ii (.1 to USS 
1 39 201. 

Except as report:ecd in i tL ms ( [ ) t:o ( 5 ) b"] ow our audi t was 
carried out rda nce Ph 
government a di(;tiIinq an(Ird:-. 

in acco rd(? ,i rj e 1)U ra I ] y accepted US 
Ac(or-I i I Iy, we included 

('St I I1, d] d ut Ui POSuch I ; I11e(rn P ll 1(11 proeed(i as 

we coll!;idvr pd n s;ry inl t hf J~v-i Inis 

(1) Cost s amounLi[w to H:; 1 2 ;17that , under projectthe 


;q I'ef! 2l , We0 re t i Iave 1)e n iinCuI r r0(1 U11U(1e t the 

0I
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contract with the Uni ted States Department of 
Agriculture but have been paid out of local funds to 

avoid payment of a 25% USDA administration levy and 

also to facilitate paying American staff working 

locally on the project. These costs included isolated 

commodity purchases. 

(2) 	 Transactions amounting to USI 60 96] for which docu

ments were not available or were inadequate as set 

forth in Part 2, Sect-ion A item 3.1 below. 

(3) 	 Expenditure of US$ 20 000 reported to USDA (Washington) 

and USAID at the end of I'YR6 as "Peconciling items". 

No other information was available. 

(4) 	 Future costs amounting to US$ 51 000 identified by the 

PROCAI'EP Administrator as required to complete the 

project. 

(5) 	 Cont-ros over commodities we understand are located at: 

the various project locat ions.. 'Iedid not visit the 
locations in accor(lance with PI G/A/Dakar instructions. 
Therefore we have been unahl e to i denti fy what, if any, 

procedure., ,-ri he;sn appl] ,i to ensure continuing 

control over t he.ir plysical exist -nce and proper ut ii
sation. Accord.i Iy] we not. provide assurance asiy, (o 	 to 

their cont niling i ,lonce or wtJft.hor I hey are- being 

used for the purposes defined in the project. 

0
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NONFEDERAL AUDIT OF THE AGRICULTURAL PRODUCTION PROGRAM 

IN PORTUGAL (150-0023)
 

PART 	2 - RESULTS OF AUDIT
 

Based on the procedures set forth in Part 1 of this report 

we conclude that: 

(1) 	Local costs of about $850 000 have been incurred 

against an allowable $1 million. USDA officials
 

estimated an additional $51 000 would be spent to 

complete the project. 

(2) 	Documentation and procedures supporting expenditure 

were genera] ly adequate, except for a lack of 

sufficient docuwentation for $ 79 969 cf $ 316 551 

tested. Further test: by the auditors disclosed that 

expenditures questioned were in fact incurred and 

reasonably re]ated to project needs. 

(3) 	 Procurement procedures were generally appropriate. 

However there were inadequate controls over the 

budgetary p-oceo;s usedi to initiate procurements. 

(4) 	 Project coifimodities had not been inventoried by the 

grantee or r o,(onciicd to the available USDA Commodity 

Master Li st. 

0I
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Local expenditures records at the project site include US$ 

17 268 in 1.982 and US$ 3 368 in ]1983 under a caption of 

"Reconciling Items".
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A. FINDINGS AND RECOMMENDATIONS
 

1. Local Costs Incurred 

The grant at U,; 1.0 in t:o be spent: on 

project cui)Imo(1 it i o:; InI other local costs. Project records; 

showed IN;$ 1 1 n% 000 ,,miln d 1)(I spent for local costs at- end 

of ) o j (,'t ( i lw' Illd in ")I1 00()0 of - 'il I 'ii ('0);t 5 to he 

incurred t fl)? ember %0, 1I();8:7)<nt ?JS;I)A records 

s -iid illion locally 

] ~B7). 

show,.d thIai lif iif, 217 of ca] a:; ',m fni diro(ct 

cos t (i. . (01()l L r; llwt , '-utidw ) ha,-Id 1*01'll i 10001rPo t ly 

a1locat od I(1 1 a] o-I:;. 'l'tf.r(Ifr)1, W( ('01 l iide f hlit local 

costs i I(.:'(tI1{($ werc (,f(. ()((0 (A:; of h;, 1 iIt h('2 I9H 7 and if 

futIr( c o;t.; of. USS 1 (00 r inc-lld,,d, I.( 901 000. 
"I'l e CO5t,:; ;I1,0 WO1 0 .it h i i t tI aillOl 1t a I I ow( ] under the 

grant:. 

Allocation of Pirect Cost!, - Local cost!; include USS 

336 21 7 i.ncuIred mainly to !upport the hI!1I)A i echni u al 

ass stan e eamm ta :;hou"Ieen1(1(I ha1tve1 rllci vid llnd(er t 1) 
"] P1A.F{A aq ,,m ,l i r:lA. F'. icol i t m] '7 [q l(I l~.<il~l()(1t p ] 

were a]l;( 1 m cI !oh(, -~]5 ('0)!A Wv' nd'r!,t -ind thI at. 

dir ec t ( -),t S iz ,iioI beau1 "to( lvo id ti 11- :elijst a-
L i o n ] f.v yi ()It , t w : im l,,, f,.d 1,y, ,-t.< ', : , ();f-, I- I,'(! 

)r~~~jt?(t.I( uni~l lxh~' m ,;teidif in Ala i l9C () Whe pro jotl. A] I ih )u(I,I P'rA ,'ll'l]'] iI [ Ii~f ]1 9' ) Ihen 

res 1)1):;i1 i I i t I , aI 1 ;n!o 'rc ; .',s t I . r (',d toy to; f 

US;I)A,1)A tI I FII A(ri li l ; i that' /1l.'cA1, u t t 1t, Id ;odff usI)A 

CO tillu :; 11W tI (r J'I f .)y 1it Ires;pFc('.t )f wr;ll co!,;t-s. 

The .JA 1 l)/lou 1ltoil 11 i V i to0ld iw; tiit li!; chief 

accountan d i :;r'ulid I h!' t-Vi'5'Jl I f - !;1 to11 ] ( ()!;i wit 1 

the A. I.1). 1,q io, ('()Iltio 1r ( A l)/Morocco) t( dit ermine 

it f111rt lwi'i 11(l Jj) WI:. i (lic,t i'd. 1 t WaI; ti', o it rol ler'; 

(.(i >; i t a )it sO p I i l i it1 ,1it I! ." , ,J o mlt~1 1 w I, , 'l i (.(I h ti ,I t 

woll Ir (I 11 . I ( I' dult l!.. Vm l{li'.l 1/ Vo cll(!1. 

0
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Accordingly, 

given that it 

project costs. 

the effort to do so would be 

would have no impact on the 

inappropriate 

overall total 

Recomme nd a ti on 

None. 
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2. Documentation and Procedures 

Approximately US$ 1.0 inillion has been set aside in the 
grant agreement to acquire commodities and meet other expen
diture locally. These expenditures must be adequately 
supported. Ou- audit tests disclosed the following: 

Items Value %
 

us$
 

No documentation 6 8 429 3 

Documentation inadequate 
 11 71 540 23
 

Total iteni tested 
 83 316 551 100
 

Transactions with no documentation relate to 1981 and ]982. 

We were infinrmed,(] hy U,',:AI I);nd 1J.I A thethat lack of documen
tation refl oct, s Ni:;fi]JIi t iwnd loss of (]octUientat ion as well 
as the po i ji Iit , of t Ie PIP()CAI,FEI Commi t tee hav.ing been 
bypasedi; (( on tl,. - 'ce )i n . - of rt coMudi tisj ; prior to 

1984. 

Examples of 
inadequate documentation included:
 

Item teste-d Value 
 Documentation missing
 

Renault 
 US$ 19 008 No purchase voucher
 

Paper Cut ter U$ 10 51-)7 No i v,, i '/ hi I party 

Video equipment 
 USS 18 755 Orde.i ,ul hor i zat ion can
not Ie,I inked tu invoice 
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In order to determine if the expenditures, although not 

fully supported, were legitimate, we evaluate(d available 

evidencc to determine whether the items had been purchased 

and were reasonably reltud to pr'oject pu-poSe. In all 

cases we were able to corrobornt-*e the expenditure as 

claimed. 

Recommenda t ion 

Although the finding shows that internal controls over 

expendi tures can be improved, we offer no recommendat-ions 

since the project is to end by December 30, 19H7. 
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3. Procurement- Procedures 

We evaluated project- procu rement s based upon A.I.O. Handbonk 

I on local co;t financinq. We tested the Commodit ies items 

in our sampi for ( ) rl,--vance to project neds ine] udinq 

budgeta ,- ar l hthri zat i on, (qmmit tee approval and reasonable

ness, (2) us, o f ri"mlt it ivye prices, (3) proper evidence of 

re',ip t ,,f (-,, ,,) I ii,:, (4) ad(oqu i e,t ,aivers and (5) 

ident ifia IlP, tix -ltundr. 

We found thiat pi1 culremoti procedures were qenerally followed 

and adequatel y documented, compet it ive prices were sought, 

waivers wtOre obt a ine(] and t axes were refunded. We tested 

several 1 t m:; fr reascinabl enes! and fournd Ihey properlIy met 

project needs:. 

While procurement procedures were generall]y adequate, and 

were hi'i; to l)wd, (]ocum.nt at ion ronsul ted by us in 

carryinq out ar reed upon audi procedure,:; does riot provide 

evidence of 4effect ive moni t orinq ov,,r local costs. We 

und :er-t ind from !':A II) off i 'i a-I] aid tIhec P1I ()'AI,I"E,I? 

AdminiistIi: t rI and ('euldtilnat ( to it afte, tIe 'VIatII i o o f 

19814 ,in,] aft . t r an;fer of te,: tc i lit y for lo al -ost: in 

A~pr i2 29 86 t o 1:P!A hhra,: 1,ten a dec ro:- so i n ! AI 

dJi , i Ily Ii, I, . I t tt ,Id] II liIII t ativ , l .''l , t 

r w ; I faTrQ't t 1a I I toward t )V a t t ' Ih/e (, .t 

f ie t It con1 t I o t': - I''I ()ve4ro tI ftoIuqe -e-r 

needfld o (e ,l I I cu'cur-"' ii r, Minor p i iti:; W ,t t- noteId 

ill wa iV,' :s, Inld t ax I'fun111d. 

Budq-t at y Pt,( t,,P::q - ThIre 1P )('A1.l.'lFE Adrnn i vt rat ir fir v partd 

dIVt ai Id ant111ua I hi I"(f -t s; t oqeot hoeI I,,it t 1quarte 17 anId annu1 alI 

f I ianei al in f, mall ion wl iih wet o levi,.w,,d inf",rmal ly by t ho 

PO(A ,IJ P CKori ml i t ( q Coo r d(I i t o r w iI h cop t s ho iI f(1~r w a t(it -d 

0
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to USAJD and USDA Washington. At no stage were nudgeted 

figures formally compared with actual oxpen(Ii t ures, 

includinq procurements. Additionally 1-1he_ IPOAI,1'LP Project 

Leader somet i bypassed PRO(AIi Coo I d i i I11.mes the Rl< t 

Committee in the years 1981 to 19 3 by applyingi di re,:tl y to 
USA I) t(,r a ppYOV 1dI )r r en remnt s. 

Waivers - It appeaI*s th-tt wa"I vrs Fi wrre oCta l1ed wheni 

f(unn PP. Ad min i sI rat orne ce ssa r y. Wf u d(II'AIa() d h'-h' 

on ';1 l I: S wa sCOnt11 firIIId, thLt IVf1v() 1a1uount i1 1 to I ,/7 

obtained(] aft (I the aq ,lj i t ien of t he rInspct i V,, [Iinod i t:y 

instead or Kf o ,and. ' 1 , ('AI,'.L: Aomill.stlrAtor 1forlned 

us that thli ,ed 1 , . u ;, t fccur:omino t I iw r- orderedK, w, 

as Shelf ite.o; whereas, in ft(t , they ,,(, imor(lted by a 

local supplier (jaiati'ao t ai spe ccificor . l;i I111(; a ,iv yer.r(.. 


Refund of t axe; - USIDA had fru UtelnuIy, pa i d Va 1 c-d Added 

Tax (VAT) since t ,(iI r dJi 1i andit wasil r-o d o n I r " , 6 

rel i ed on t he Bud(get and .i ;a I I e , m,t of) fF t r. I)I .s ; y 

in Lisbon to recove-r the tax pi t I ]id Ilt 1() 1!voic(f,!; i11 

IEsc 000 tabi:, (I lw. los by 

the 1.:rnk,-s;!s wfl c,rd it o t , po j a ('()lrI0 . Io(wo'Vor, 

io (>tw whe(thll I pllym.l l 

excess of 20 a; H, I 1-i. P,(OV '1 

USDA (id 0 i}l 1 VAT It, , d been( 

refundtrd. Acc(-ordingl'I, Hmmt he: anl yr i 1 0. 1 I red to 

(t :11f lnd"d. ' I ilriorf inedij(JO lt i fy II il V d I Irlt 

t 1 - 1 1 ve I y 

co t r(l l,d ,id t h o t Ili. t,: 'g :, ()111y i lt odu l,, ill ,tila ry 

19t6 whfli rnw t 1:;trojr t.(-t '',x ri.d It1I 0'! IaI( b('4 I 1 cu r I o]. It 

, Id(' , ()o ! 11 we ui rodt LW f.1 ., n Itlt,hidt I] :,., IIIIit , ' r( 

f or ilxw',; I Iot le(t 111)(d' t I- allio(llt , If ally, woulId rnot. 1DC 

i qni f I.ca n1t 

'iigiflan0
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Recommendation:
 

None, as tne findings in this section relate to internal 

control weaknesses which can no longer be corrected since 

the project is endinq. 

0|
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4. Control over Project Commodities
 

Project commoditien need to be controlled to ensure they are
 
received by tho project on hand and u',ed for project 
purpose!;. Our revie..' of coflnrnodities .'a s limited to finding 
out what coptrol were in place based on information 
available at projectthe sit e. With the agreement of 
Ri(;/A/I), it: was decided we would not vi sit various project 
locations to further review(cont:rols as the project was 
endi ng.
 

We found the following weaknesses in controls over commo

dities.
 

Receipt of conmmod i.t:ies "" Alt hough the P OCA LI.'E R 
Administrator general Iy signed for the receipt: of the 
ccmmodi ties or services purchased, he informed us that he 
was not alwayf; ablo, to vO..rify ,.,i p h( tf()1i,signing. 

The PO'A.rFJ. Ad ini n.i :;t ratol considered veri fying to be 
unne'l('( '- y r VIiV hi 2 r1o!;', ('(n? actS wi bi the various 
proje it ,,an!; and :t , t ," thlt h , v-T v nlvi rc(',] thlt he had 
s(en o.i;t (nfliun " 10 , fr wh i('h !I" !i.,! o;i 'd, .ill 10ougq not: 
nerena;l il, 11 ,;j forI" A Yl F rpt( i t. ' a r, ult of the 
lack (f ,iitr(QI ; )v rQi; , there, w:a!; lnlt i nlfpen(]e nt
 
)Vid i',, ' o1 I t i 
 ,((.i.)? (Ir/fI (:t)cnhjpt i t' ; -l.r:a(' . For 
exain) , t,n" ,vid, o maintadinedsII (,' w.,'; that (Onii(a,dijt iVs; were 
r f ., iv,(1 , tI' I I, , iI,i,(1; 1,(pj,, t I ()(,a t i('n ; l, oineI] . We 
un ei r:;t ,ndi h'w.'V"'rI hattaiIIiHl( t ifa"; 7 1 "A JInei( invnto
ri,o ,b le. (;ih" o Conrdinat:inq commi iltit e('.Grant 

0
 



Page 20 

Control over Commodities on hand - it was not: cl ear from the 
grant agreement which e ntit:y was responsibe for 
commodities. I t seemed that USDA con.; i dered toi t be the 
responsibility of the granHtee wherea;s tho grantee be] iev ,l 
it ';hon 1(I only assume respon )ii ti1 i y w1f-n: t he (lolat i on is!, 
off ici alI y all roved by, t n', Al I ni stLr(y of1 m ai n, on , t rini na
tion of th.' project:. fIn addition, the ('omirodil ie; reqist:er 
had not be)en adequat el y ma i n noVai nod; forma I check was 
carrie Od Olt w ve. ri the:h( :< .Stent(', and )roe r aise of 

project co od S.IO ii 

With regard to commodities, t:he AID Representative and Chief 
Accountant mt with tVte (rantee Project (ordi nator who 
advii d that a ('omil'odi t r g(g.i st or hal be,Len maintainOd and 
was beinq (-mr1]to. To JSI)A Project Admini st rater adviso(d 

thati he had i vi .'sd t h- (w' umdity regi:ste'r a rd c'rt ified it 
to b 'o Y( , . IP A!II Por t uqa] ta i thIcrI at t hc grant or' 
is checkiwU trhat. thein i Oventory at- i st{r field sites 
against the regist,.r prior to su;bmitt ing it to USAI U. USAJI) 
will ask USDA Washingt:on t() compare the register, when 
submitted, to ebcoimod]Ii purchased. 

Recommendat-ion No. I 

We ri.commenrl that USAID/Portugal representative ensure that 
project commodities are identified. 
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5. Reconciling entries
 

Adequate supporting documentation must be available to 

support records of expenditures. We found that USDA 

personnel adjusted the record; of expenditures for 1982 and 

1983 by UO; 17 268 and US$ 3 368 res;pectively as 

"Reconciling Items". There was no documentation on file to 

support the adjust:ments. UI)A and USAID personnei cound not 

clarify wy thn ad justment:; woer made. Our iudit did not. 

disclose whether these amounts were simply bookkeeping tv'-,,e 

adjustments or represented funds actually disbursed, a1 o. 

what. 

Recommendation No. 2
 

We recommend the USAID/Portugal Representative provide an
 

explanation for US$ 17 268 and USI 3 368.
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B. Compliance and Internal Controls 

In part 2, Results of Audit, Section A - Findings and Recom
mendations, we identified those items that came to our 
attention as not being in compliance with the grant agree
ment as well as internal control weaknesses. Because the 
project i. in it s c o:;ixnq stages;, in many cases. it is not 
ap)ro)1 i a to( to )1o )oso r (C () ill i I ! Ii Ia t in 1s foI corrr c t ive 

actionI. WO cn I rm Ihat nothilg fulrth,'r cami. to our 

attention i i d i ca t j 11,1 t 1l'i () t i, t (,Iv; %.,0_ I-(,.- not in 

compli anco wit h appJ]i cabl e law; and regulations under the 

grant a(Jgr !To(2lnit . 

0
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APPENDIX 2 

KEY OFFICIALS THROUGHOUT PROJECT 

(1) PROCALFER/MAP COORDINATING COMMITTEE 

FY 81 82 83 84 85 86 87 88 

J Almeida Alves 

A Rosa Azevedo 

J Oliveira 

T Salgueiro 

F Louro Mendes 

CS Gona].ves 

MS Monteiro 

AM Dordio 

L Telo da Gama 

R Carolino 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

(1) 

(2) 

(3) 

(4) 

(r) 

(6) 

(7 

(8) 

(9) 

Y 

Coordinator of the project 

Suc!x:oordinator of the project 

Up 4-, August 1981 

Frcxrr ()-:tober 1981 up to July 1986 

Up to December 1984 

From 10pri1183 111 ( t)hcel)Cr 1985 

1"l ',)1 i I 981 

Vr n rYv<,m1 e, 1984 up to July 1985 

:or Aup :;t 1985 

In Comrni t 'e 

0
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(2) USAID PORTUGAL
 

USAID REPRESENTATIVES
 

D Finberg Up to June 1983
 

M Lukomski From June 1983 to June 1985
 

W Gelabert From September 1985 to July 1987
 

D Liebson From July 1, 1987
 

USAID PROJECT MANAGERS
 

C Buchanan Up to October 1984
 

USAID PROGRAM SPECIALIST
 

JL Pinheiro Up to December 1986
 

(3) PROCALFEI/USDA REPRESENTATIVES 

PROCALFER ADMINISTRATOR 

J Black Throughout the project period 

TEAM LEADERS 

G Purnell From September 1981 to September 1983
 

D Warnken From June 1984 to July 1987
 

0
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OFFICIALS AND OTHER STAFF CONTACTS DURING THE COURSE
 
OF OUR AUDIT
 

P. Darcy - RIG/A/DAKAR official 

D. Liebson - USAID Portugal Representative 

C. Barradas - USAID Portugal official 

J. Alves - PROCALFE Coordinator (Coordinator of 
Coordinating Committee) 

C. Nobre - MAP official 

J. Black - PROCALFEP Administrator (USDA 
representative in Portugal in 
absence of a Team Leader) 

M. do Rosario Sousa - PROCALFER bookkeeper 

M. do Monte Gomes - PROCALFER bookkeeper (left before 
commencement of detailed work, being
replaced by M. do Rosario) 

A. Oliveira - US Embassy Lisbon - Budget 
Fiscal Department staff 

and 

0
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VZCZCDKO858
 
00 RUEHD.K 
 LOC: 252 35DE RUFHLI #4196/01 1271545 
 06 MAY 05 5
ZNR UUUUU ZZH 	 CHRG: AIDCN: 21A65
O 061545Z MAY 88 	 DIST: RIG 
FM AMEMBASSY LISBON
 
TO RUEHDK/AMEMBASSY DAAR IMMEDIATF 0906
 
INFO RUFHRA/AMEMBASSY RABAT 1692
 
BT
 
UNCLAS SECTION 01 OF 02 LISBON 04196 

AIDAC
 

DAKAR 	 FOR EIG/A/W, RABAT 	FOR RFGIONAL CONTROLLER
 

E.0. 12356:N/A 

SUBJECT: AUJT)IT OF PORTUGAL ACTRICULTURE PRODUCTION 
PROGRAM (150- .027)
 

EE'.: 	 A) TELCON DARCY/LEIBSON 4/22/96

P) TELCON PATRADAS/WAPIN1 / 5/ e
 

USAID/LISBON RESPONSE TO PRICY WATFPHOUSF
RECOMMENDATIO14 S THEI}- . 'PO IT SUBJECT AUDIT AS FOLLOWS: 

1. WITt RFGA}PE TO CO!MODITI, , T,!E A/AID

REPRESENTATIVV 
 AND C11,l1F ACCOUNTAIOT M'T WITH THE

GRANTEE PROJECT COOfPI'ATOR WHO AEVISEI" TAT 
 A
COMMODITY RFGISTER HAD FEEN AINTAINED PNT WAS BEINGCOMPLETED. THF USDA PEOJFCT ADMINISTEATO' ADVISED

PRIOR TO HIS DEPARTURE THAT H1F :HAD RFVI.,WED 
 "HECOMMODITY RFGISTEY AND CEETIFIED IT TO FE COPRECT.
USAID/PORTUGAL UNDERISTANDS THAT THE GK!A'NT'.E IS Ch!EC? INGTHE INVENTORY AT FIELD SITES AGAINST TH. REFISTE] PiFIOPTO SUBMITTING IT TO USAID. USAID WIT.L AST ljUSA
WASHINGTON TO COMIPAFE THE fBEGISTEYR, WHYN SUPMITTED, TO
COMMOI)ITIES PUT!CFASED. 

2. WITH RFGARD TO ADJNSTVEYNTS USDA TABLE SUMAMARIZING
 
LOCAL EXPENDITURES:
 

- A) THE A/AIl HEPRESEN TATIVE ANHD CHIEF ACCOUNTANT 
- MET WITH A FORMER USDA LOCAL FMPLOY.E ANI)
- UNDER>TAND THAT THE TABLE FXA 'INED i3Y PRICE - WATERHOUSE SUMMAJII, US DATA FhOM A liM'IHANJPI;M 
- ACCOUNT FIFST PU'T ON TY' COMPUTEiD IN 1., SYVEPAL 
- YEAPiS A TEP T TE P}BQJICT WA2" U:*DFR:AAy ANLUN ;:GNED 
- TO ASSIST WITH i OPhAK ,LANIN 'T-rT, *O}LFICIAI 
- RECORDS. THE F"PLOYHEY, WIO CO!;gT}U TF T; TAPI,i 
- AND THE PROGRAM ON THE CO"'PUTVI, PYCALLS T!AT AF"T}I. 
- ENTE;RING ThE DATA AVAIAI>I,, T!:E "'OTA,S YVV 
- D IFFER }NT vi OM T!m)S SHOW N ON USAI)'S 0YFICI I 
- RECORDS. AU ATTYEMPT WAS MAD FTCj, YCO'CI 1, '-j;1 
- TABLE WITH THE OFFICIAL AECOUjpDS BUT T"kT P",OVED 
- TIME CONSUMING AND T1}Y USDA PTIDOJFCT AVMINISThATIV:. 

UNCLASSIFIED L,ISBO 1 004196/01 
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OFFICER DECIDED TrHAT THE DIFFER{ENCF S:Ex TOO SMALL 
- TO BE WORTH THE TIME IT WOULD TAFE, FSPCIALLY AS 
- THE TABLE WAS ONLY FOR PLANNI'"', PIPPOSTS. 
- CONSEQUFNTLY, THE DIFFEPENCES WiHv LLJTT IN TTE 
- RECONCILING ITEIS LINE. 

- B) WE UNDERSTAND TAT THET DIFFERENCES MAY RESULT 
- FROM : 

" (1) PAYMENTS MADE AND RECORDED IN USAID'S
 
" OFFICIAL RECORDS, 
PUT NOT FECORDED BY USDA IN 
- THEIR MEMORA'IDUM ACCDUNT; 

(II) F'LRC.S IN rA'A ENTRY 

(III) CROPING ERf.ORS IN TF , COMPUTERI PROGRAM; 
- AND/OR 

(IV) A:(ITII"ME IC ALt! THwR' IN Tl. 
- MEMORANDUM ACCOUNT. 

- WE HAVE NO YVIDFNCY TO B LIEVE THAT THOSE 
- DIFFERYNCF' INCLUDE OTHER THAN ELIGIBLE 

'EXPENDI i'U? .I NCU!RiRED Ulil)"-,0'" IiA T AN i 
- SUPPORTID -Y PAYYF'PT DOCUTMPNTAT ION. 

PAYMENTS RFCORDED IN.' USAID/L!SPOt, S kLLO1TFNT 
- AND OFFICIAL PROJE'CT LEDGRYS APE IRECONCIID AND DO 
- AGREE WITI. THE. USDO It PARIS. 

- C) RECONCILING USDA'S 1L".O"RANDUM ACCOUNT WITH 
- USAID'S OYFICIA, RECO'DS AT T"'IS POINT, WOU.D 

RQUIE A !.COtRlCTION OF USDA'S W.OLE TABL, AND
' A COMPARISON OF THI !AEMVORANDVM ACCOUNT RFGISTER 
- WITH USAID'S O FIICIATL RECORDS, OVEF "FOP 1,, 
- ENTRIES AI. PAYMENT VOUCHEliS.
 

DUE TO P!{ASE OUT, USAID/IS0,PON DOES N)T i:AVY THE
 
CAPACITY TO VAvF THIAT RECONSTRUCTICN ' OR, WILL IT
HAVEH SUFFICIENT O.F. FU, '10O CONTRACi' 1A1'U"i LOCA. 

- CPA FOR ASSIT,',CF. 

D) RICONCILIATION ,,UD IN ANY CASE ?E DIFFICULT
IF NOT IMPOSSIFLE NOW TiAT THE PASA WITI; USIDp IS 
COMPLETED 
AND USDA OFFICIALS RFSPONSIRLhJ FOR THF

PLANNItNG TA14,1E HAVE DFPARTED. FROV THiE STAN'DFOINT 

UNCLASSIFIED 
 LISBON 004196/01
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IV 
,A' ION 0, T '0",, 

Appnd
OF USAID/LISBON, THE ORIGINAL DECISION BY THE USDA - .....- PROJECT ADMINISTRATIVE OFFICER THAT COMPLETE 

- RECONCILIATION CF THE 1EYciANpUr ACCO"NT N' 
- OFFICIAL RECORDS WAS NOT NECESSAPY YOh EL!NNI\ 
- PURPOS.S WAS REASON'AMI,,. 

- E) THE A/AID REFFSFNTATIVE/LISICN rDOES NOT 
- BELIEVE THAT THE EFFORT AND ASSOCTATEP C,":STS
 
- TO RFCONCIT,F THE USDA PLANNIN. TAFLY j'IC'H AID"S
 
- OFFICIAL RMEC-jDS WOULD 
 BE IN TEE '-A..SENCY'F INT F- EST,- NOR WOULD SUCH UNDERTAX INC3 AT T.IS POINT CrYT I-TF 
- TO IFFECTIV'E , 4AA~aGEtET CF T'-F P.O)CT. 

3. AID'S REG IONAI, CON P.OL:,F IN P PAT Cr CUP W-ITHTHESE CONCT,.SIO h . . . CLE h-P KTS L:1p s T 1
PR ICE 'WA,.T i0 TT .Cr,,.f N ) S.DA? Ic) 

4. BASED O TF POmCr0c FACTS Ti ;p IN A'r }EQKFST T"AT 
YOU CLOSE "Ti. .ECO ,<ErDATIO.;. 
FE0 W'T L 

4 19a 

t, NNN 
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AI'i NDI X V 

No. of 
Coli es 

A. 1.1). Pcrem 
Ass]artant Airm. 
Assi nt, lit to t 
ANL/DI'
ANFJ qPI 

I n:t, v, , Port ug 1 
t , (,I , IPureu for A 

i;, A01in ini nliot for Ma 
anc] Near Last. 

"I.'t Pont 

5 

1 
2 

ANIU/,i: 
AA / Y;, 
XA/, 
LI:G 

I 
2 
I 
I 

MAV.t, 

PPC/CDI L 
SAA/'S61 /Aqri cu lturc
U A 1 :)/!'o :c,c-co 

I G 
l.w it y , ,ctor General 
1 G,/V1 ) 

A1612 
I1( " LA' 
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3 
1
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I 
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] 

tPIG/I !l[akar 

R1 G/A/k,,' s, inqt on 
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lDizcctui, lFSA/",,shington ('IG) 


