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MEMORANDUM FOR David C. Lei
Portugal
S~

FROM: John P. Comp

//?.I.D. Representative,

g\&\p!}gﬂ\

' (IG/;>Dakar

SUBJECT: Audit of the Agricultural Production Program
in Portugal (Proiecct No. 150-0023)

Attached 1is & «copy of the report oon subject audit prepared
by Price Waterhouse, Lisbon, Portugal.,

You requested a  financiai and compliance audit of local
expenditures incurred under the program. You wanted to know
if (1) erpenditures were within budget,  (2) expenditures
were allowable and (3) cencrols  over project commodities
were adequate,

The audit firm concluded that expenditures  were within

budget, a contractor le:dger entry of $20,636 for
expenditures nceded  further clarification and controls over
program commoditics needed to  be  strengthened. The report

contains the follewing two recommendations .

Recommendation No. |

We recomuend that  the AL1.D. Representative, Portugal,
provide an explanation for accounting adjustments of $20,636
made by the contractor in 1982 and 1983.

RecommoanﬁjonHNp. 2

We Yocomnend that the A.I.D. Representative,  Por tugal,
ensurc that project commodities arce identified.

Your comments on the  audit  firm's  draft report  oxpressed

action already taken by the Migssion  to implement the
reccommendations  and  requestoed  closure. tn recommendat ion
No. 1, through interviews with  former contractor local
cmployres, vou found thiat the centry  representoed oan

adjustment  for  expenditures diftaicult to classitly in



adapting the project's manual accounting system to an
autometed system. You also found that the adjustment
represented bona fide expenditures. In  your Jjudgment,
contractor action not to spend extensive time reclassifying
some 1,40C ledger entries was reasonable. With regards to
recommandation No. 2 you indicated that the contractor had
reviewed the commodities registcer 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.T.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.
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Av 5 de Qutubro. 35-8° Teletone 52 31
1000 Lisboa Teier 13668

Tedelay 45940

Price Daterhouse “

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 apove mentioned program.

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

Yours faithfully

s el

Suuidiade Cvr S0l 210 COMPICY) g0 SDLEOAN BT TGMe (e byt
mancutada 1 Corservatong do Regstn Comercar de Listna sobio n ™ o
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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,with particular emphasis on soil
correction, fertilization and increased forane production.
The purpose of the project i5 to strenqgthen further and
support the institutions of the Covernment of Portugal in
carrying out these proqgrams. The project started in
September 1960, was scheduled to end in September 1985 but
has been extended to December 1987 following a project
evaluation completed in Novembor 1984, Total project costs
include a maximum of US$ 10.9 million USAID grant and at
least US$ 4.5 million or cquivalent of host qgovernment
contribution. The USAID grant, as amended, was to provide
funds for technical assistance through a contract with the
United States Department of Agriculture (Usba) (us§ 7.2
million), participant training (US$ 1.7 million) and

commodities and contingencies (US§ 1.0 million).

At the request of USAKALD Po.tugal, the Regional Inspector
General for Audit/bDakar ccntracted for a nonfederal
financial and compliance audit to review the local costs
incurred under the project, The objectives of the audit wero
to: (1) establish the amount of local costs incurred (2)
determine the adequacy of documentation and procedures
supporting ecxpenditures (3) determine if appropriatc procu-
rement  procedures were followed and {(4) identify host

Government controls over A.1.D. funded project commodities.

O
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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 allowable $1 million. USDA officials
estimatod an additional $51 000 would be spent to

complete the project.

(2) Documentation and procedures supporting expenditure
were generally adequate, except for a lack of
sufficient documentation for $ 79 969 of § 316 551
tested. IMarther tecsts by us disclosed that expendi-
tures questioned were in fact incurred and reasonably

related to project needs,

(3) Procurement procedures were generally appropriate.
However there were inadequate controls over the

budgetary process used to initiate procurements.

(4) Project commodities had not been inventoried by the
grantce or reconciled to the available USDA Commodity
Master List. We understand that commodities were
stored at various project locations. 'n nccordance
with RIG/A/D instructions, we did not visit the loca-
tions to identify what, if any, procedures were in
place to cnsure continuing control over the commodi-
ties, We woere anformed that, as the project wag
ending, the grantee was in the proceass of taking an
inventory of the commoditics so receipt from A.T.D,

could hbe acknowloedged,
Additionally, we found that local expenditure records at the

project site had  been adjusted for § 17 268 in 1982 and,
$ 3 368 in 1983 under a  caption  of "RECONCILED  [TEMS",

O
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Neither Project nor USATD/Portugal personnel could provide

adequate information to support these adjustments.

Except for the specific deficiencies noted during this
audit, all tested items were found to be in compliance with
applicable laws and reqgulations. Furthermore, nothing came
to our attention to cause us to believe that untested
items were not in compliance with applicable laws and requ-

lations.

We have no recommendations with regard to lack of sufficient
documentation. These represent weaknesses in internal
control which are no longer correctable since the project
will end in December 1987, With reqgard to other findings we

recommend that the USAID representatives:

(1) Provide an explanation feor adjustments of § 17 268 and
$ 3 368

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

identified.

With regard to commodities, the ALlD Repr »sentative and Chief
Accountant met with the Granrtee Project Coordinator who
advised that a commodity register had been maintained and
was being completed. The USDA Project Administrator advised
that he had revicewed the commodity reqgister and cortified it
to he correct., DSATL/Port ugal understands that the grantee
is checking that the dinventory at register field sites
against the regicter prior tao submitting it to USATD, USATD
will ask USDA Washington to compare the reqgister, when

submitted, to commoditics purchased,

L
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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 United States of America for the

Agricultur2l 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 aimed at further
strengthening and supporting the Portuguese institutions
responsible for carrying out these programs. USDA, under a
participating agency support agreement (PASA) signed with
AID, financed by the grant of US$ 10.0 million, provides
technical services, training and commodities necessary to

achieve the projoct objcctives,

The project funded for US$ 14.5 million, included a USAID
grant of US$ 10.0 million and the equivalent of US$ 4.5
million of host gqgovernment's local currency contribution.
The grant as amended, provided funds for technical
assistance through a contract with USDA  (US$ 7.2 million),
for participant training (U588 1.7 million) and for commodi-

ties and contingencies (USS 1.0 million).

The project was scheduled to he completed by September 30,

1985, However it was extended to December 31, 1987 based on

O
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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 outlined in Appendix 1, MAP set up a coordinating
committee, under Government ruling (despacho) dated December
29, 1980, to control and administer PROCALIFER. This
committec is beaded by a Coordinator and a Subcoordinator
and includes other government representatives. The
FPROCALFER Committcee meots weekly, On occasion, USDA and
USALID representatives have attended as obse.vers. Key

officials throughout the project  are listed in Appendix 2,

B. Audit Objectives and Scope

On instructions of RIG/A/Dacar, we have carried out a
financial and compliance audit at the project site in Oeiras
and at the U5 Embassy in Lisbon, Portugal between June and
November 1987 of costs incurred locally antil September 30,
1987 under the Agricultural Production Program in Portugal

(150-0023).

Local costs amount to US$ 849 783 as follows:

Uss$

Identified costs incurred to September 30,

1987 1 114 000
Expenditure incurred prior to September 30,

1987 but no details are aviilable 20 000
Estimated by the PROCALFER fodministrator

to complete the projoct 51 000

1 185 000

Less costs incurred under pron Agrooe-

ment but charged throiogh loeal costs _ 336 217

Total us$ 449 783

il
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As regards costs incurred to September 30, 1987, we assessed
the prima facie relevance of expenses incurred to the
project and the adequacy of underlying documentation and
procurement procedures on the basis of enquiry of officials
named in Appendix 3 and verifaication of a sample of under-

lying documentation which we summarisce as follows:

Type of No of Sample Project items
Local costs sample items value value
Us$ us$
Esc FYB81-86 Statistical 59 150 222 663 102
Us$ FY81-86 Over $4 000 15 93 611 287 459
Esc+US$ 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
commoditics was extended on a judgemental basis by a further
four items resulting in a 929 coveraqge of total expenditure
in excess of US$S 1 000 of thig type amounting to USS

139 201.

Except as reported in itewns (1) to (5) below our audit was
carried out in accordance with generally accepted S
governmentv auditing standard:s. Accordingly, we included
such tests of the records and nternal control procedures as
we considered necosaary in o the ciroumst anceon,

(1) Costs amounting to US$ 336 217 that, under the project

agreement,  were to have been incurred under the

o



(2)

(3)

(4)

(5)
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contract with the United Statec 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 Amcrican staff working
locally on the project. These costs included isolated

commodity purchasecs.

Transactions amounting to US$ 60 961 for which docu-
ments were not available or were inadequate as set

forth in Part 2, Scction A item 3.1 below.

Expenditure of US$ 20 000 reported to USDA (Washington)
and USAID at the end of I'YB6 as "Reconciling items".

No other information was available.

Future costs amounting to US§ 51 000 identified by the
PROCALFER Administrator as required to complete the

project.

Controls over commoditics we understand are located at
the various project locations. We did not visit the
locations in accordance with RIG/A/Dakar  instructions.
Therefore we have been unable to identify what, if any,
procedurcs are being appliecd to ensure continuing
control over their physical existence and proper utili-
sation., Accordingly, we do not provide assurance as to
their continuing ecxistence or whether they are being

used for the purposcs defined in the project.

@
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NONFEDERAL AUDIT OF THE AGRICUI'TURAL 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)

(4)

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.

Documentation and procedures supporting expenditure
werc generally adequate, except for a lack of
sufficient documentation for § 79 969 cf $ 316 551
tested. Further test by the auditors disclosed that
expenditures questioned were in fact incurred and

reasonably related to project neceds.

Procurement procedures were generally appropriate.
However there were inadequate controls over the

budgetary p-ocess used to initiate procurements.

Project commodities had not been inventoried by the
grantce or reconciled to the available USDA Commodity

Master List.
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Local expenditures receords at the project site include USS$
17 268 in 1982 and US$ 3 368 in 1983 under a caption of

"Reconciling Items".
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A. TINDINGS AND RECOMMENDATIONS

1. Local Costs Incurred

The grant set aside US$ 1.0 million to be spent locally on
project commoditics and other local costs. Project records
showed US§ 1 18% 000 would be spent for leocal costs at end
of project (including US% 51 000 of future costs to he
incurrced subscquent to September 30, 1987). USDA records
showed that USS 336 217 of technical ascistance team direct
costs (i.e. dollars not cscudos) had been incorrectly
allocated to local cocts,  Therefore we conclude that local
costs incurred were US§ 850 000 as of September 1987 and 1f
future costs of uss 1 000 arce included, U588 901 000.
These costs are well within the amount allowed under the

grant.

Allocation of Direct Costs - Local costs include US$
336 217 incurred mainly to support the USDA technical
assistance team that should have been received under the
PASA aqgrecment with UHSbAa, PFew jsolated commodity purchases
were alse includedd under theoe costar We underatand t hat
direct costs were paid locally to avoid the 259% adinictra-
tion levy otherwise imposed by UShbA and because of  the
convenionoe dnopayving Ancrican staff working locally on the
nroject. Although PALA was amended in April 1986 when
responsibility for all project costs was trancferred to
USDA, the PROCALEFER Adminicstrator has advised  that USDA

continuecs not to charge the leyy on respect of local costs,

The USAD/Portugal RPepresentative told us that his chief
accountant dicscunaed the  overastatement of local costs with
the A.l.D. Fegional Controller (USAID/Morocceo) to determine
it further action wan indicatod, It was the controller's
opinion that the costs cshould be reclassificed but  that this

would hav: to be  done voucher by voucher,

i
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Accordingly, the effort to do so would be inappropriate
given that it would have no impact on the overall total
project costs.

Recommendation

None.
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Approximately US$ 1.0 million has been sot aside in the
grant agreement to acquire commodities and meet other expen-
diture locally. These expenditures must be adequately

supported. Ouir audit tests disclosed the following:

Items Value %

Us$
No documentation 6 8 429 3
Documentation inadequate 11 71 540 23
Total items tested 83 316 551 100

Transactions with no documentation relate to 1981 and 1982.

We were informed by USAID and USDA that the lack of documen-
tation reflects misfiling and loss of documentation as well
as the possibility of the PROCALFER  Committeo having been
bypassed on the purchase of certain commoditijes prior to
1984.

Examples of inadequate documentation included:

Item tested Value Documentation missing
Renault Us$ 19 008 No purchasce voucher
Paper Cutter uss 10 557 Ho invoice/third party

receipt

Video equipment usg 18 755 Order authorization can-
not be linked to invoice

O
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In order to determine if the expenditures, although not
fully supported, were legitimate, we evaluated available
evidence to determine whether the items had been purchased
and were reasonably related to project purpose. In all
cascs we were able to corroborate the expenditure as

claimed.

Recommendation
Although the finding shows that internal controls over
expenditures can be improved, we offer no recommendations

since the project is to end by December 30, 1987,
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3. Procurement Procedurcs

We cvaluated project procurements based upon A.l.D. Handbook
1 on local cost financing. We tested the commodities items
in our sample for (1) relevance to project needs including
budgetary authorization, committee approval and recasonahle-
ness, (2) use of competitive prices, (3) proper evidence of
receipt  of commodities,  (4) adequate waivers and  (5H)

identifrable tax redunds,

We found that procurement procedures were generally followed
and adequately documented, competitive prices were sought,
walvers were obtailned and taxes were refunded. We tested
several 1tems for reasonableness and found they properly met

project neods,

While procurement procedures were generally adequate, and
were being followed, documentation consulted by us in
carrying out aqgreed upon audit procedures does not provide
evidence of effective monitoring over local costs. We
underastand from USAIDh officials and the PROCALPER
Administrator and Coordinator that after the evaluation of
1984 and after transfer of resprncibility for local costs in

-
e

ril 1286 to UEDA there hatd been a decrease in USAID's
direct dnvolvement at the adminystrative level of the
prolect, particularly toward tae latter part ol the project,
Better controls were necded over the budqgetary process
necded o control procurement s, Minor problems were noted

in waitvers and tax refund,

Budgetary Proceso - The PROCALEFER Admnistrator prepared
detailed annual budgets together with quarterly and annual
financial information which were revicewed informally by the

PROCALFLER Committeo Coordinator with copices heing forwarded
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to USAID and USDA Washington. At no stage were pudgeted
figures formally compared with actual expenditures,
including procurements. Additionally the PROCALFER Project
Leader sometimes bypassed the PROCALFEK Coordinating
Committee in the years 1981 to 1983 by applying directly to

USALD for approval of fund allocations for procurcements.

Waivers - [t appears that waivers were obtalned when
necessary. We  found and the PROCALFER Administrator
confirmed, that one wailver amounting to Ung 1 377 was
obtainred after the acquisivion of the respective  commodity
instead of beforchand. The PROCALEER  Administrator informed
us that this occurred because the commodities were ordered
as shelf items whercas, in fact, they were dmported by o

local supplier agalnst a specific order reqguiring a waiver,
8 p b

Refund of taxes - USDA had  frequently paid Valued Added
Tax (VAT) since it was introduced on  January 1, 1986 and
relied on the Budget and Fiscal Department of the U5 Embassy
in Lisbon to recover the tax pald relating to 1nvoices  in
excess of Esc 20 000 as established by law., BRecoverices by
the Embassy were credited to the project account, However,
USDA did not control whether  all VAT paywments had been
refunded. Accordingly, fturther analysis 1y required to
identify andividual amounts not refunded.  We were anformed
by Embacoy ctaft  that VAT recoveriesn are effect 1vely
controlled and that the tax was only 1ntroduced in January
1986 when most project cxpenditures bad been incurred, Tt
wvould, theretore, Seem that of an adjustment were required
for tares not retunded, the amount, 1f any, would not be

signifaicant.

O
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Recomrmendation:

None, as the findings in this section relate to internal
control weaknesses which can no longer be corrected since

the project is ending.
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4. Control over Project Commodities

Project commodities need to be controlled to ensure they are
received by the project on hand and used for projcct
purposes.  Our review of commodities was limited to finding
out what cortrol were in place based on information
available at the project site. With the agreement of
RIG/A/D, it was decided we would not visit various project
locations to further review controls as the project was

ending.

We found the following weaknesses in controls over commo-

dities,

Receipt of commodities - Althouah the PROCALFER
Administrator generally signed for the receipt of the
cemmodities or services purchased, he informed us that he

was not always able to verify receipt before signing,

The PROCALFER hdministrator considered verifying to be
unnecessary qgiven his close contacts with the various
projo st teams and stated that he was convipeod that he had
seen moest commodities for which he had Signed, although not
necessarily prior ta signing for receipt., A5 a result of the
Tack of controle oven receipt, there was not independent
avidence of the receipt of commoditie:s purchased, TFor
example, no evidince wan maintained that commodities were
received hy the various project locations personnel.  We
understand however that commodities are now being invento-

ried by the Grantoee Coordinating Committee,
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Control over Commodities on hand - it was not clear from the
grant agreement which entity was responsibhle for
commodities, I't seemed that USDA considered it to be the
responsibility of the grantee whereas the grantee believed
1t should only assume responsibirlity when the donation s
officially approved by the Ministry of Finance on termina-
tion of the project, In addition, the conmodities register
had not been adequately maintained: no formal check was
carried out to verify the oxistence and proper ase  of

project commoditics.

With regard to commodities, the AID Representative and Chief
Accountant met with the Grantee Project Coordinator who
advised that a commodit Yy register had been maintained and
was being completed,  The USDA Project Administrator advised
that he had reviewed the commodity register and cortified it
to be corroct, Hoatl/Portugal understands that thoe grantee
is checking that the Inventory at register field sites
against the registor prior to submitting it to USAID. USAID
will ask USDA Washington to compare the register, when

submitted, to commodities purchased.

chg@mgﬂggg}on No. 1

We recommend 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 US$ 17 268 and US$ 3 368 respectively as
"Reconciling ltems". There was no documentation on file to
support the adjustments.  USDA and USAID personnel could not
clarify why the adjustments were made. Our audit did not
disclose whether these amounts were simply bookkeeping twope
adjustments or represented funds actually disbursed, ans for

what.

Recommendation No. 2

We recommend the USAID/Portugal Representative provide an
explanation for US$ 17 268 and US$ 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 is in its closing stages, in many cases it is not
appropriate to proposce recommendations for corrective
action, We confirm that nothing further came to our
attention indicating that other items woere not  in
compliance with applicable laws and recqulations under the

grant agreement,




APPENDIX 1

ORGANIZATION AND STRUCTURE OF AGRICULTURAL PRODUCTION PROGRAM
IN PORTUGAL (150-0023)

USAID PORTUGAL GOVERMENT OF PORTUGAL
l !
[ I
l !
[ [
l !

USDA Washington MAP
(Implementing grant
via PASA)

USDA Representative Coordinating Committee
in Portugal and of PROCALFER
administrator of
PROCALIER

PROCALFER




KEY OFFICIALS THROUGHOUT PROJECT

(1) PROCALFER/MAP COORDINATING COMMITTEE

FY 81 82 83 84
J Almeida Alves (1) Y Y Y Y
A Rosa Azevedo (2) Y Y Y Y
J Oliveira Y Y Y Y
T Salqgueiro (3) Y
F Louro Mendes (4) Y Y Y
CS Gongalves (5) Y Y Y Y
MS Monteiro (6) Y Y
AM Dordio (7) Y Y
L Telo da Gama (8)
R Carolino (9)

(1)
(2)
(3)
(4)
(c)
(6)
(7}
(8)
(9)
Y

Coordinator of the project
Suncoordinator of the project

Up *<¢ August 1981

From Oztober 1981 up to July 1986
Up tc December 19844

From hpril 1983 up to oecembor 1985
From April 1983

From Hovember 1984 up to July 1985
From Auqgust 1985

‘n Comumnittoe

85

<

KKK

APPENDIX 2

86 87
Y Y
Y Y
Y Y
Y

Y

Y Y
Y Y

88
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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) PROCALFER/USDA REPRESENTATIVES

PROCALFER ADMINISTRATOR

J Black Throughout the project period

TEAM LEADERS

G Purnell From September 1381 to September 1983

D Warnken From June 1984 to July 1987



OFFICIALS AND OTHER

OF OUR AUDIT

Darcy
Liebson
Barradas

Alves

Nobre

Black

do Rosdrio Sousa

do Monte Gomes

Oliveira

APPENDIX 3

STAFF CONTACTS DURING THE COURSE

!

RIG/A/DAKAR official
USAID Portugal Representative
USAID Portugal official

PROCALFER Coordinator (Coordinator of
Coordinating Committee)

MAP official
PROCALFER Administrator (USDA

representavive in Portugal in
absence of a Team lLeader)

PROCALFER bookkeeper
PROCALFER bookkeeper (left before
commencement of detailed work, being

replaced by M. do Rosdrin)

US Embassy Lisbon - Budget and
Fiscal Department staff
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ACTION: RIG-2 INFO: DCM Page 1 of 3
VZCZCDK0858 LOC: 252 3¢
00 RUELHDY g6 MAY 88 105¢
DE RUFHLI #4196/81 127154% CN: 21505

ZNR UUUUU Z2ZH CHRG: AID

0 2615457 MAY 88 DIST: RIG

FM AMEMBASSY LISEBON

TO RUEHDK/AMEMBASSY DA” AR IMMEDIATF €906
INFC RUFHRA/AMEMBASSY KABAT 1€92

BT

UNCLAS SECTION @1 OF @2 LISRON @419%

AIDAC

DALAR ¥OR RIG/A/W, RABAT FOR RFGIONAL CONTRCLLEFR
E.O. 12356:N/4

SUBJECT: AUDIT CF PCRTUZAL ACRICULTURE PRODUCTION
PROGHAM (15¢0-4227)

EEF.: A) TELCON DARCY/LEIESON 4/°2/88

- F) TELCON RATRADAS/WAPIN nt/¢s/ng

USAID/LISBON RESPONSE TC PRICK WATERPHOUST
RECOMMENDATIONS THEIR LEPORT SUBJECT AUDIT AS FOLLOWS::

1. WITH REGAFRD TO COMMODITIES, THE A/ATID
REPRESINTATIVY AND CHIFF ACCOUNTANT M*T WITH TUE
GRANTEE PROJECT COOFRIINATCR WEG ADVICED THAT A
COMMODITY RFGISTER HAD FEEN MAINTAINED AND WAS BELING
COMPLETED, THF USDA PEOJ®CT ADMINISTRATOY ADVISED
PRIOR TO HIS DEPARTURE THAT HF HAD REVIZWED THE
COMMODITY RFGISTER AND CERTIFIED IT TO FE CCPRECT.
USAID/PORTUGAL UNDERSTANDS THAT THE SHAMTHE 18 CHEICYING
THE INVENTORY AT FIELD SITES AGAINST TY: RESISTER PrIOR
TO SUBMITTING IT TO USAID. USAID WITI KEY UESDA
WASHINGTON TO COMPAFE THE KEGISTER, WHIN SUPMITTLD, T0
COMMODITIES PUXCFASED.

2. WITH REGARD TO ADJUSTMENTS USDA TABLE SUMMARIZING
LOCAL EXPENDITURES:

- A) TEE A/AIL REVRESENTATIVE AND CEIEF ACCOUNTANT
- MELT WITH A FORMER USDA LOCAL FMPLOYYE ANT

- UNDEESTAND THAT THE TABLYE EXAMINED BY PRICE
WATEKHOUSE SUMMARIZES DATA FHOM A MEMORANTUM

- ACCOUNT PIFST PUT ON THFY COMPUTER IN 1924, SPVEFAL
- YEARS AtTER THE PHOJECT WAS UNDERWAY AT T'ESIGNED
- TO ASSIST ¥ITH PROGRAN PLAYNNING - NCT FOW CFFICIAT
- HECORDS. THE ¥MPLOYRF, WEO CONSTKUCTED TUE TAPLE
- AND THE PROGKAM ON THE COMPUT*R, RYFCALLS TUAT AFTHY
- ENTERING THE DATA AVAILABLYE, TYE "OTALS LN

- DIFFERINT ¥HOM THOSY SHOWN QN USAID S GFFICTAL

- RECORDS. AN ATTEMPT WAS MADF TC RYCONCILY i

- TABLY WITH THE OFFICIAL hECOKLC BUT TVAT FLOVED

- TIME CONSUMING AND THY USDA PrOJECT ACMINTISTRAT IV

UNCLASSTIFIED LIGBOY £p4196/21
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OFFICEx DECIDED THAT THE DIFFERENCES ¥F5® TOO SMALL Page 2 of 3
TO PE WORTH THE TIME IT WOULD TA¥E, FSPRCIALLY AS
THE TABLE WAS ONLY FOR PLANNINYG PURPOSES.
CONSFQUFNTLY, THE DIFFERENCES WERF LEIT [N THE
RECONCILING ITEM3 LINE,

B) WE UNDERSTAND THAT THT DI*FERENCES MAY RESULT
FROM :

(1) PAYMENTS MADE AND RECORDED IN USAID’S
OFFICIAL RECORDS, PUT NOT FECORDED RY USDA IN
THEIR MEMORA'DUM ACCOUNT:

(IT) ERRCES IN DA™A ENTRY

(ITI) GROUPING ERECQHS [N THE COMPUTEY PEOGRAM;
AND/OR

(IV) AITHEMEIIC AND OTHFR ®ROKs IN Tu=
MEMCEANDUM ACCOUNT.

WE HAVE N0 FVIDENCE TO BELIEVE THAT™ THOSY
DIFFERFNCFS INCLUDE OTHER THAN ELICIRLE
EXPENDITURFS INCURKED UNUK: T 1% JRA™T AND
SUPPOKRTED »Y PAYMP'T LOCUMFNTATION.

PAYMENTS RFCORDED IN USAID/LISPON S ALLOTHFNT

AND OFFICIAL PKOJXCT LEDGYRS APE KECONCILED AND DO
AGREE WITH THE USDO IN PARIS.

C) EKECONCILING USDL’S ME“GRANDUM ACCOUNT WITH
USAID’S OYF¥ICIAY, RECOZDS, AT THIS POINT, WQUID
REQUIRE A LECONSTHUCTION OF USDA’S WFOLE TAKLE &ND
A COMPARISON OF TH:L ™EMOKANDUM ACUOUNT RAFGISTER
WITH USAID’'S OFFICIAL RECORDS, FOR OVFR 1,484
ENTRIES ANLT PAYMENT VCUCHERS.

DUE TC PHASY OUT, USAID/LISRON DORS NAT iAVE THY
CAPACITY T0 “AYE TUAT RECONSTRUCTICN NOh WILL IT
HAVE SUFFICIENT O.Z. FUNDS 70 CONTRACT WITH LOCAL
CPA FOX ASSISTANCE.

D) KECONCILIATION w2ULD IN ANY CASE WME DIFFICULT
IF NOT IMPOSSIELY NOW THAT THE PASA WITE USDA IS
COMPLETED AND USDA OFFICIALS RFSPONSIELY FOR THF
PLANNING TARLE HAVY DFPARTED. FRO¥ THE STANDFOINT

UNCLASSIFIED LISBON #04196/01



GNCLAT CRTCTION v 0% T uge LG
) . _ ;_’\_P_p‘vnwd ix 1V
~  OF USAID/LISBON, THE ORIGINAL DECISION BY THE USDA Bare 5 o1y
- PROJECT ADMINISTRATIVE OFFICER THAT COMPLETE
- RECONCILIATION CF THE MEYCRANTUM ACCO'NT :NT
- OFFICIAL RECCRDS WAS KOT NECESSARY YOk PLENNING
- PURPOSES WAS REASONAKLEL.

= E) THE A/AID REPRESENTATIVE/TLISECN TCES NOT

- BELIEVE THAT THE EFFONT AND ASSOCTATED C0STS

- TO RECONCITF TRE USDA PLANNING TAELY JITH AID’S

- OFFICIAL REC(PDS WOULD BE IN TEE AGENCY S INTFHEST,
- NOR WOULD SUCH UNDERTAXING AT THIS POINT CONTRIFDTT
- TO EYFECTIVE MANAGEMENT OF THF TNOJECT.

3. AID"S RFGIONAL CONTEOLLEE IN RAWAT CONCUPS YITH
THESE CONCLUSIONS AND L5 CLEANID TH1C RECPANST TU Tie
PRICE WATEFHOUSY LECOHE™, NDATIONS

T. BASED 0" THE FACTS DET FORTL MRREIN 4% HEQUEST TUAT
YOU CLOSE »CTi EECOMMENDATIONS .

ROWELL

R T

#41GA

LNNN
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AP NDIX Y

Report Dirtrabution

No. of

A.1.D. Represontative, Portugal

Assistant Aapivictritor, Burcau for hsi: and Near East
Assistant to the Adranistrator for Mardgement
ANLE/DP

ANE/VD

ANL/LE

A/\/.“:Ir\

XA/PR

L.L.G

GC

M/TM

PPC/CDIL

SAL/SeT/hariculturc

USATID/Merocco

1G

bejpaty Inspectar General

16710

1G, nih 1
1G 7L

hl1i/1

RIG/1/Dbakar

RIG/h/Washington

RIG/A/Cuiro

RIG/An/Mar)a

k1 G//\/K.‘f 1robi

KIC/L/Sinaapore

PI1G/h/ '.‘t_"uCi G ] |8

Dircctor, bor/wWashington (1G)
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