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i(uala Lumpur, Malaysia - Project No. 498-0258.02 
Audit Report No. 2-498-88-08
 

This report presents the rcsults of audit of the ASEAN Plant
 
Quarantine Project, conducted in Kuala Lumpur, Malaysia.
 
The draft report was submitted to you for comment and your
 
comments are attached to the report. The report contains
 
two recommendations which are unresolved and will require 
your action. Pleas(, advise us within 30 days of the actions 
planned or taken to implement the recommendations. 

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

Back round 

The ASEAN Plant quarantne Project (PLANTI) established a 
plant quarantine training centLar and institute by providing 
the expertise and faciliti!s necessary to prevent tie 
introduction and spread of p.lant pests in the region. The 
Center serves as a f'ocal point and coordinating mechanism 
for imprpoving pIlant quarantine activities in the ASEAN 
reg ion t hrotigh t raining, research and information exchange. 
The grant. a greomr-nt was sig(ned on Sr-n tember 27, 1980 for a 
five ye;)r peru'ni . A. .D. was to ccntrJibute $5.4 million and 
the ASIA)H conJ ri, s , p.rimarily Malay!sia, agreed to provide 
an addi.1:inn a. $2.6 miI]on. A.I . D. cont ributions wt re used 
to finance Ie p rocIrement of conmmodi ties, participant 
traiiinig, .sa 1a r i (.;s of professional -taff, and technical 
assi st arce fo)r cu: rI cuIla and program design. The project 
ass stair: completion *(late was subsequiently extended toC).-f 

Decem)er 	 31, .1987. Lin September 25, 1987, the ASEAN Human 
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Resources Development Project (398-0287) grant agreement 
was

signed. This 
 Phase II four year grant provided an

additional $4 million in A.I.D financing 
 to PLANTI.
Participating ASEAN countries 
also agreed to provide $2.1

million in the form of cash and in-kind contributions.
 

Audit Oblective and Scope
 

The Office of the Regional Inspector General for

Audit/Manila made , program results 
 audit of PLANTI. The
 
specific objectives of the audit 
 were to determine whether

(1) project objectives will 'be achieved, and (2) financial
 
management practices were adequate.
 

The audit included a review of 
 project files and financial
 
records maintained at the PLANTI Project 
 Office in Kuala

Lumpur, Malaysia, and the Regional. Controller's Office and

the ASEAN Regional Development Office (RDO) both located inManila, Philippines. We tested approximately 28 percent or$,.l million in disbursements through March 1987. The audit 
was performed during August September 1987and and was
in accordance with generally accepted 

made 
government auditing

standards.
 

Results of- Audit 

The audit showed the development of PLANTI has been greatly
assisted by A.I.O. project funding which helped build aplant quarartine trarini.no center and has provided equipment,
participant training, salaries and other technical
assistance. Day-to-day management has been relatively good,
arid the Government of Malaysia (GOM) has provided strong
project sutpport. I he project, however, has lacked policy
direction arnd monit:orirn,; from the ASEAN Regional Develoropment
Office (RDO) and some expenses proh ibi ted by project
planninq document,; have heen paid with A.I.D. funds. 

The lack c 1f po1., r y direct ion is a substantive i ssue and was esp c i a I I y ?vidun t . rough the selectIon of participants to
be t irinrr . I Fv(In thou.igl Malaysia has fewer than 14 percent
of all Iplant the quitiarntine! officers in ASEAN, over 35 

nf t.I1erc It theI 1 r - !rngn provided by PL ANII was for theMalay-i ; 11la.rt, (glava,-ntine officers as compared to about 20 
p rcntI. I thI f f i co;I of each of the t hre lesser­
df' ve!] )lply rf I [JH rr)IJlt Iies n f Inl) don esia, Thai. land, and thePhi I i i IIr,. 1I d(i -a;1 r t y was particularly noteworthy
be) au,; I H.-J l y, i - i osidered developedd a country that does
not w11 ra, hi lteral or capital Idevelop)ine t assistance 
p r'( raIIs. 
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Internal controls as prescribed in HandbooKs 3 are in need
 
of improvement. Conditions that merit improved monitorIng
 
by the RDO include the failure to implement the special
 
covenant specified in the grant agreement which called for
 
an evaluation to be performed within six months after the
 
start of the project and again at one or two points
 
thereafter. The evaluation program was not established as
 
planned, and an evaluation was not made until five years
 
after the grant agreement was signed. Inventory
 
accountability lists and equipment utilization reports were
 
never prepared. Some of the equipment arrived damaged and
 
had not been repaired or reported as defective and several
 
pieces of laboratory, equipment that had arrived in 1982 had
 
not been used since tlheir arrival. Finally, A.I.D. paid
 
approximately $375,000 in air travel costs and PLANTI
 
administrative salaries which were specifically excluded
 
from the project by the grant agreement.
 

To improve the effectiveness of the PLANTt project,
 
especially for Phase II,. we recommend that the ASEAN ROO
 
improve the documentation and collection of management
 
actions relative to sitP visits, equipment inventory and
 
utilization reports, evaluations, and project
 
disbursements. We also recommend that steps be taken to
 
obtain a refund from the GOM and participating ASEAN
 
countries for project expenses inappropriately paid by A.I.D.
 

A.I.D. Needs to Exert Stronger Policy Direction and
 
4onitorintg Over PLANTI Activities - Since 1980, A.I.D. has 
spent over $5 million to develop PLANII. Although project 
development has been good, many more Malaysian plant 
quarantine officers have been trained at PLANTI than those 
other participating countries even though the need for such 
tra-ining is less in Malaysia. This condition was caused, in 
part, because the ASEAN RDO did not exercise sufficient 
mana(erienit control over project activities to provide 
assuan(:e that A. 1.D. 's interest in the project had been 
aCf I e. 17Vc 

A. I.1). pol icy establishes the necessity for developing 
manag,,met systems with oversight responsibility to provide 
projet dii reti'.n and assure that funds are being disbursed 
Jrn acceirldan :e with ';iittltory requirerments. 

I)js:,'' i - i[I(: 1I 98(1, 1 \..1 .D. has spent more than $5 
tv fn.]l oon lo PIAN I . Project has beenIeve (evelopment 

goodi, Ale,1,1y fi c sLetrurc otr.on of and theru facilities 
day-to-lnay .rrLK mat irl a ;ctjvi tier,,. Ihis can be attributed,

t l., I Iper: A.I.).in t ii'ia rant [)rr.Jv isi r) Is whi ch permit. 

f i im r: i.rig f I r :1i)i I rtost ard payment. of staff salaries.
 
F o1 eX; mI 1e , It .1I ). (orit r i.but.ed 6 0,0([i t'nr the
 

CoI t r. i on o f si< g I a It Iouse/Iinsectory uni ]. Also, 
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salaries of the Project' Director and all other professional
 
staff were financed by A.I.D. for the life of the project.
 

However, the success of the day-to-day operational 
activities of the project has lacked policy direction and 
monitoring. More traihing opportunities have been provided 
to Malaysian plant quarantine officers even though the 
number of plant quarantine officers available for training 
in other ASEAN countries is greater. As shown below, 
Malaysian officers received over 35 percent of the training 
provided at P1 ANTI while the number of plant quarantine 
officers available for training comprise less than 14 
percent of the officers available in the ASEAN region. The 
lesser developed countries of Indonesia, Thailand and the 
Philippines, with a larger complement of plant quarantine 
officers, each received about 20 percent of the training.

For example, Indonesia in particular, has almost 50 percent
 
of all the plant quarantine officers in ASEAN. The
 
following table illustrates this fact.
 

Malaysia Indonesia Philippines Thailand Others* 

Participdnts 232 133 131 136 22 
Percentage 35.5 20.3 20.0 20.8 3.4
 

Number of
 
Officers 1/ 118 418 175 124 11
 
Percentage 13.9 49.4 20.7 14.7 1.3
 

* Brunei & Singapore
 

In commenting on the draft report, the ASEAN RDO unablewas 

to 	corroborate these percentages. The RDO expressed the
 
viewpoint that an important rule in any ASEAN regional 
training activity is. that member countries have an equal
opportunity to participate. Participants from countries 
such as Indonesia and Thailand have difficulty in speaking
English. Malaysia is sometimes able and willing to take up
unfilled ,31ots on short notice. 

Some of th(e monitoring oversight activities performed by the 
ASEAN ROO were not adequately documented and thus not 
sul. tat.,L f (Jr (I),rIarjecl I. t I For a specialanalysis. example,
covenae't rf Ilhe Jrant agreement ca Iled for an evaluation 
program t n o ostahl Ished and an evaluation to be conducted 
wi thJ. nsi x mrof th1s and aga In at one or more points
therea f tr- . I 1w programn was to evaluate (1) progress toward 
attai lfment (,f projf2Ot.. objectives, (2) identification of 

1/ 	 Proj eet HPewr, AA ,AN Human Resources Development, 
Pha!,, 1.1 fAinex r-1-h 



problem areas, (3). assessment of how such infp6inatio~.oujtaybe________used thepoecm suhprbems an ( th6' overall"" 
development impact o-r tho ; project. The evaluation: program 
was never establisheOi as planned and it was, not until 
February 21, 1985 that-any evaluation was conducted on the 
project.' The ASEAN RDO,' hoWever, believes sufficient 
evaluation had occurred., The RDO expressed the belief that 
evaluation work takes various forms, depending of the nature
 
and need of the project'. The report did not explain the key.
role played by consultants and technical advisors in project 
evaluation.
 

Project Implementation,Reports (PIRs) were not prepared and
 
documented as required. Even though PIRs were to be 
prepared on a semi-annual basis, only three 'reports were 
made available to the audit team by the ASEAN ROO (September

30, 1985, March 31, 1986 and September 30, 1986)." An ASEAN' 
project official said the PIRs had been prepared as required
 
but was unable to locate and provide copies' of them to the 
audit team. Another common method of project monitoring,
recommended by 'A.I.D. Handbook 3 is to perf'orm site' visits
 
and document the results of the visits. The audit-team was
 
unable to find any record of site visits by the; ASEAN RDO 
even though the ASEAN RDO stated that numerous site visits
 
to PLANTI had been made. In commenting on the documentat'.4on
 
of site visits, the A-SEAN RDO said "Trip reports are made,.as 
necessary and appropriate. If the intent of the draft audit 
report is that more *documentation is needed beyond what we , 
are already producing 6nd working with, our' fear is that we 
might be most of the time writing memos and having less time
 
for project monitoring and oversight."
 

A.I.D. Handbook 13 also, requires the completion of periodic
 
inventories and the preparation of equipment utilization 
reports. At -PLANTI-, - no inventory lists or equipment
 
utilization reports had been prepared. instead, PLANTI­
maintained a logbook of all equipment purchased. it 
contained the name of the'equipment, dollar value, location 
and date purchased. It did not however, indicate the person 
who was assigned the equlpment and held accountable for it. 
There was no documentation to* show that an equipment 
inventory had ever been'.conducted by PLANTI staff and the: 
only reference to an'ihventory ever being made was a partial 
inventory done by the' A.I.D. Controller's Office in July 
1987 as part of its review of financial transactions. 

Even though' an 'inveqt'ory list did not exist, the audit team 
was able to locate, except for several stop watches, almost 
all of the items. ',However, during ' course of thethe, 
'inventory, several items 'were found to have been unused 
since their arrival- in 1982. 5 These, items were-two 
distilling apparatus, elight portable 'drying ovens, two
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~i,i ::-qu0a rte rly':;: util i !zation.re po rts Th Project Direcorsidn 

• underutilized i:.tems w,0oul eentual'ly be pu:0t !to use in the° 
new virolog laorto.y when it was-cmltd Teewr
 
:also 18 : Bausch- and Lomb microscopes that. were defective upo
 

-,..'delivery to the pr0je'ct site. Several :attempts had . been madei
 
-.. by prjc fi i ,to :.have the. iteros -repai red, i:but :Sloca
 

-" '';"Srepairmen lacked .the- expf-rtise to:i fi x: them., : :The: :defeciv 
. items had..nort been 'reported . to, A.I.D. at t:h~e imte they

arrived. (See Exhibit- 'l.for !. picture o elquip en unused...............
 

The review of financial transatieons codce'...by...... the.. .. 
SController's Office :during Juy 197 was :~iadequatel 
documented. Controls for poetdsusmnsapearedl.o
be adequate. However, grant costsitn the amunt of $300:,u00:: - =! 
for international r and $75,000air.- travel for administrattive-/:::salaries have been tInappropraelhaIers -The-iQojeby p ;Te i; 
Projectcl ae d fialy-state wouldtpreASEA nries ­
would provide internatiornaltaarpr e dirojectaneousDirec 
expense fo their1 nationals b endg r an bt thute 
functions within the ASEAN region. pjecto's acial 
plan which waspreseted in bothtwas agreement andwthe 
Proj c t a mishoweod wir cparticipanes toaushlso nd that 

Air fare PLANTI projectpart terugh eand from.costs from is of incerlthe.hs ontyscntiuinAugust m 

were estimated to be ,sli~.ghtly ove $30,00-all paibA I.pO pjeoject official iav indicated tar au alver 
priting air fare costs to fixp bym . T ather tiv 
the ASEAN countri been ee uto Arized.Proj te ffictals 

'ho'wever, were unable 'to provide the ;audit tLeam "with n c€opy-.:,of the waiver for the PLANTI Project. They udid uhowever, 
provideResources8ro.ecta -waiver This project, ~Development1 (3980287).
of :international .travel for the ASEAN Human ::::: 


plan. whc twas psentce inlaboth the ratilagremnt pad the- signed: in 3.'?,7, provi.des Phase I olwo udn o 
.. PLANTI 3nd. otner ASEAN,projects. - ,..ii -

The Summary Cost Estimate r" Financianslancontedby 

the Proect nPaper shos rhatj A. d wuldfinan pcertan 
e wsalaergh the ye ,projecadministrative ,grstn d o of 

implementational Tai, tavould $pay5,00 radminie salatie 
aforthremavnder e he i yar pai bm.y Acoding t ' hoieerwre unbl 'o prvie heauitea wth~ op
roefinancial recordseif al lary costs ith the Seceon 

fncio ceks thereEa ben pGO fhithia
w A r the caftr 

permitting ar paid by . I.D. twoposrhfor 

te" SE.N$75 cd tris
 

fealariee A ththa 
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A.I.D. regulations encourage the establishment of management
 
systems with oversight responsibility. Handbook 

recommends procedures for monitoring and managing A.I.D.
 
financed projects. Chapter 11 specifically highlights the
 
need for effective project monitoring to ensure that funds
 
are being disbursed in accordance with statutory
 
reqi.irements and that goods and services financed are
 
utilized effectively to produce intended benefits.
 

Section 621A of the Foreign Assistance Act of 1986, as
 
amended, provides for the establishment of management
 
systems in the belief that foreign aid funds could be
 
utilized more effectively. In addition, the grant agreement
 
called for even stronger monitoring requirements by
 
requiring that an evaluation be conducted within six months
 
as part of the Project and at least twice thereafter.
 

Recommendation No. 1
 

We recommend that the ASEAN RDO
 

1. 	more closely manage PLANTI Phase Ii activities in
 
accordance with existing A.I.D. policy direction by
 
implementing an effective system of management
 
oversight. As a minimum, tne system should ensure that
 
PLANJI project monitoring is consistent with A.I.D.
 
project management policies, and that the system
 
provides for complete documentation and collection of
 
management actions relative to site visits, equipment
 
inventory and utilization reports, evaluations, monthly
 
reporting requirements and project disbursements.
 

2. 	 initiate act ion to obtain a refund from the GOM and 
pa rt i- ilpa t ing(ASEAN countries for project expenses 
ina pro)ri at ely paid by A.I.D., specifically, about 
t,3 ), ((0 in a i r fare costs and about $75,000 for 
ald ini I r t 1:t.i yeI a la 1ies. 

Ma roat.yinci': r t Lomi!,re,,r ts!:! 

The Aid AH IM 0i sagreed with both of our recommendatlons 
clailil rI nait PiMairaglmernt oversight was effective and 
appr1,J ri fr thr object ives and responsibi I iti es embodied 
by thf' lft i,., . i Vr t' lr1 deoree:, the rel irs or thefit 	 ROO 

I i i 	 1 r II anrd lroii ira( .. a S (21 ;e of11 I'fr gemrnllo(I 
Ma lr<,.iI, ii irt~frr s!ip in P .TANTI. f-ii eI , the RDOi ' 
cr)"h','I " :rI jnga d thl I)M irnappl,nrriate1 r (efUn from ie 
t)e lti ,t r l t a I ;Idl ' a.ary stIjppo l (Irr 11 incn 1 d d as' 	 11V 

el ii I ,KI i ttI gIrI rn t. gree1ment and, a Iso tlie flOM had 
a I rfI fly ot 'd h trbot faIl y to projectilii' ',,J more the than 
r1 .r.JII if li . 



Inspector General Comments
 

The ASEAN RDO's contention that an adequate oversight system

did exist is not accurate because the evidence shows
 
otherwise. More training activities 
had been provided to

Malaysians 
even though the need for training is greater in
 
the other ASEAN countries. Project evaluations and the
 
preparation of various* project 
 reporting requirements had
 
not been completed as required. Also, the project had not
 
been monitored 
as required by A.I.D. Handbooks and Section
 
621A of the Foreign Service Act, but rather this
 
responsi.ility has been delegated to others 
 as seen
 
appropriiate by the ASEAN RDO.
 

Project. plann ing docume:-,t s are clear relative 
 to fundi;r.­
responsibility of international travel 
 and administrative
 
salaries. The intent is further clarified by the fact the 
RDO obtained a waiver for international travel costs for 
Phase 11. ihese costs were specifically identified as part
of the AVL(AN contribution 
and were to be paid by the ASEAN
 
c o(nt, E i e , 

Finally, the matter of monitoring responsibility has been 
discij,ic;edJ in two previous ASEAN reports - The ASEAN 
Wa t.er- Itrl P i oj,Ic t , Audit Report No. 2-498-88-06 and The 
AS f I Y Program, Audi t Report No.1ir t i r: i pant Iraining 
2-498-W!-0 7. Because theof s*istance and common theme, we
beli,ve trio tureau for Asia and Near East should be aware of
a.Id pr)! e uidance if necessary for closing all of the 
audit ifecomfmn(enatinns. This is especially important because 
tf the imperidinq transfer of the current RDO to a new post. 

8
 



AUDIT OF
 
ASEAN PLANT QUARANTINE PROJECT
 

EXHIBITS AND APPENDICES
 



ige I o f 2 
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Unused drying oven purchased in 1982
 

VIAI 

Unused portable drying oven purchased
 
in 1982
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UNITEV STATES, COYERNN1ENT 

Memorandum 

TO : Mr. William C. Mo itoey RIG/AIM DATE: May 26, 1988 

a FROM : Bruce Ekal V~ L 
ASEAN Regional Development Officer 

SJBJECT : Draft Audit Report 
(398-0258.02) 

on -ASAN Plant Quarantine Project 

SUMMARY OF ASEAN REGIONAL OFFICE RESPON E 

The draft report contains two recommendations. Recommendation 1 (p. 11)that "the A-TAN R)O more closely manage the PLANTI project in accordance 
is 
with

existing AID policy direction by implementing an effective system ofmanagement oversight,, 

We believe our management--ard .that of the ASEAN Plant Quarantine Centre and

Training Institute (PLANTI)--has been appropriate to the objectives andresponsibilities,embodied by thi project as well as effective in terms of.. theresults achieved. The re-,port does not recognize that--to assist with projectmanagement and evaluation-- considerable Aimrican technical assistance(totalling some $700,000) has b~en provided for under the two United States' 
grants. American consultancies continue as an imp~ortant input to projectdirection and help provide sufficient information for monitoring purposes. In our opinion, this audit recommeniation is unsupported and wedo not know
specifically what could be done to close it. 

Recommendation 2 (p.11) is that 1'the ASAN RDO initiate action to obtain arefund from the GOM and participating ASEAN countries for project expensesinappropriately paid by AID, specificaly, about $300,000 in air fare costsand about $75,000 for administrative salaries." We believe this recommendation
is inappropriate because both travel and salary support are eligible costs*under the grant agreements siged by ASEAN and the United States in 1980 and
1987. Financed under the initial agreement, these eligible costs continue tobe gr-nt-fuded under the Phase 2 agreement. In the context of Phase 1, wenote the ASEAN contribution wa6 approxiiately $850,000 more thanestimated in ithe initial grant agreement, whJle the AID contribution was $650,000 less than,
estimated due to a deobligation of funds from that grant. 

BACKGROUND 

This project initially involved' the creation of PLANTI, a large undertakingfor ASEAN and' AID. No regional'Plant Quarantine Centre existed before the,
project. Plant protection and q.arantine is an important stimulus to trade inagricuilture. It is also an area in which the United, States~has considerable
technical expertise'. For these ,ieasons, the project has been deemed of high
priority inthis reional rgi 
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For yxur reference, actual funding levels under this project were as follows.
 

Actual Uses of Funds
 

Capital Budget 1,576,251
 
Staff for Centre 965,497
 
"iraining 1,892,652
 
Tech. Assistance 275,600
 

The Ludget categories in the project agreement (ProAg) are appropriate to itl,institutionam creation nature of the project. You will note that there ha2 
teen rplatively 1itt:e variance between planned arri actmal uses of furds. 
import it : ,o in (J_r ivinagjemrnt: of ths project has Men t- watch *ct,1 
uim' of: Wit],- ,am to assure ourselves that anry variances from planned uses :i 
just ifibi'. ,7 hav exercised this approach through the review of 
-ishetn :211' ,niTur sts aniJ liquidat:ion reports as well as through periodic 
VstO I" HAIl by this office, the Controller's office, short-term 
con)u I ,lit 'V,h. fors, ant] AID/Washington staff. 

AUDIT F'INDUInlX:; 

Page 3 of the draft report states: 

"The dov lrlemnLf ot P'I,/dfiJ hai b.een greatly assisted by/ All 
pro ; 0 t: fI, niig.,. of $f5.4 milion ... Day-;:.o-day irinagein:;nt has
 
Won re atively qg d-:... The.Goverrment of Malaysia (GOM) ha.
 
also p:, ov i<i"rt rovj supot-L to the proeject by provi.dinqj over $3
 
reuilion,.," 

This statueTr e-rer the is joint urn'znI p rojcct i ertaking ot AID aW
 
the G-1'1 (.I _; ( -'-f ). Pr thy "uni-i n] ,ve]; vibbi m o,
!)fa- 1 
actual ammitl of AD sutll.,rl wais not ,$5.4 million hit $4,710,000 after a 
$650,OtO A ,,l iyat-i on f:filn) !. The ASFAN contri tllnur.1cQr Pha.<e I ii 
estim a t wr T35 million. Thi'n coriipau': wit:h ;2.61 mf lio n et. jl1. 
NO[ th (l n. 1;drit'lyil i n he . inishor;It, t wasUp P'Aq In .eA l) :;)p:f1 ' l.,(jr)(, han 
<]1'iit $211), H,. TPhtW if: nW 2121 i<.; (2'i l1i)<i I141 l] i /i11Wctid 

i;G5O,0r i() :*, !lil 1 [,,t:', IllPlth<W, ":ti13)rt-'.415l: ;.UJ ttV l /ianso..dJ 

f~ 211 F)Yt.102i 
f'" Y Ji lIV Ant y x , l] f K.l ni l l ! 15 0:t e c t ' at :t r l g M l v , ,I , orl l l m , i i .l ulp-!ry f l,[ 

to Illh1 rr(ji' ,11)1 [pri t",' to date, thi s lsllilh.[r. ry has ti,-e n a '5'2 i: t, C'oI.In 
W1 O'fN (I 1Ha' AidII I' 'r Lii' s it I la] ;t-,lprt: oQ a regijmnvil inr:,t inut ion 
as P1 IAP I, 

'!i' R ,u , ti' ' iri (iAJs), r, 'it o;.t IL.,1 98/, 'Jlir !'( ihli: 
(p,..') L. po lct i oiri of 

meIno' 1''', ;;I '!] ;*i..! I'I' .ts()dLI . jros ill le every 

I i kip! is ,r 'idorWrtoLi) to! lit' 
) o t hi L ti2 inn 

) . , ,t 1 , i - ,.lay pro jec-V naCTiw !rL if; xr - lent:. ' We would 
1 tfio 0 1 ti i liK c: Iis'iv on i fliii r] ai:le to 1th! drafl: report. 
Hal 'iHi,' l ,l !':O.i ly. in ) al funct .on within reqiollI projects wl;)I,,ii 1,lt 

SIiif it s ulii; 1r pr-ovidWVir to Ee.vera I countries.
 



APPENDIX 1
 

3 - Page 3 of 8 

Page 3 of the draft report then states: 

"Hokver, the 
success of the day-to-day operational

activities of 
the project has lacked policy direction and

monitoring from the ASEAN Regional... Offi7e. 
This lack of

policy is a substantive issue."
 

This general statement is accompanied by assertions concerning (1)the
selection process for training, 
2) the evaluation plan, (3) reporting, (4)
inventory of equipment, and (5)disbursements. We appreciate the opportunity
to comment about these assertions. 
The auditor's assertions and our remarks

about them are as follows.
 

1. Training selection. 
On page 3, the draft report states:
 

S...over 
35 percent of the training provided by PLANTI was
for the Malaysia plant quarantine officers as compared to about
20 percent for the officers of each of the three lesser
developed ASEAN countries of Indonesia, Thailand and the
 
Philippnres ." 

We are unable to corroborate these percentages and note that the source citedon page 6 of the draft report--the ASEAN Human Resources Development (HRD)Project Paper, Annex C-l-b, for the ontable training percentages--isinvalid. 
 In this context, the pOints expressed in our memorandum of January20, 1985, hear repeating here. The important rule in ASEAN regional training
activity is that mebner countries have an equal opportunity to participate.
This ruke-s observed by PLANrI in terms of offering equivalent numbers oftraining slots to member countries. The offer, however, does not always
result in acceptance. 
 For example, Brunei Darussalam (newest and smalleFt
memIr r of ASEAN) and Singapore (essentially a city-state) 
have declined toparticipate in PLANTI training. 
That is their choice.
 

Another factor bearing on participation in PLANTI training is language
capability. As a 
matter of ASEAN policy, regional courses are given in
English. 
 (See HUR) Project Paper Annex C-2-a conLaining Criteria for StudentSelection.) This often constrains the nomination of participants by Indonesiaand Thailand, any of whose plant -uarantine (PQ) staff speak native languageonly ard not English. ;,then offered slots are not or cannot be taken up bymp-.riir countries, they becomethen available for distribution to other membercountries who are able aid willing to take them. 

As host country, Malaysia is sometimes able and willing to take up unfilledSlots on short notice. This aciounts for some additional participation bycountry's 1 rlish-peakng U) s taff. But it is 
the 

not excessive. The key policyquestion from an ASE,AN standpoiit is whether the opportunities and benefitsare reasonably e<pally accessible to the member countries. We believe yes.So do several project-fuz]i073 consultants to PLANTI. 

Another item noted in rnr January menorandum is that PLANII has periodicallyconducted short-term training for Malaysiancourses institutions. Thistraining has included a curse in fumigation operations for the private sectorand special cour:ses for iublic entities such as the federal agricultural
marketing authority (e.g. in cocoa pests, grain molds) and the national rice 
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authority (e.g. in fumigation and storage). Such curses ar, furded outside 
the project.* We have encouraged the Institute to praqrticaily seek to meet 
such technical and training needs as a way of diversifying its base and 
usefulness in Malaysia. This is one important way for PLAIUI to sustain 
itself in the longer term. 

2. Evaluation plan. Onl pp. 6-7, the draft report states: 

"A special covenant of the grant agreement called for an
 
evaluation program to be establi3hed ad an evaluation to be
 
conducted within six months and again at one or more points
 
thereafter... The evaluation program was never established as
 
planned and it: wasn't until February 21, 1985, that any
 
evaluation was conducted on the project."
 

This statement is inaccurate. The language of the PrnAq (Secti on 5.1, p.6)
reads: "The Parties agree tW establish an evaluation progran witlhin six 
months as part of the Project." Evaluation work takes various forms, 
den nd_ing of the nature ind need of the project. Technical assistance (TA) is 
one important form. With the Plant Quarantine project, a long-term advisor 
was plac:] at PLAN'1 for nearly two years early in the project period
(1981-82). This individual was from the US Animal and Plant Health Inspection
Service (APHIS) arin he provided important initial guidance and evaluative 
assistance. 

Periodic short--term consultants have also played a key, constructive role in 
ass:ssi an] reporting on PLANTI progress. Some 11 short-term consultancies 
were .ula, under the Phase 1 grant. See Annex C-2-e of the ASIAN HRD Project
P-apr fo: a listing of consultants and dates under the Phase I grant. The 
fiLst shoct-term TA was provided in January of 1982. As required b7y their 
worksrorves-_, these consultants prepared reports of findingos and recomnnr-at~ions 
resulting frn their work with PLANTI. Consultlancies arr !,-sulting reports
comprise an imoortant source of informal, on-the-ground guidance and 
evalpative assistance to the project. Much of this work has been first-rate 
-nd a cred it to United Star ,s capacity in this sector. 

The draft a'.d-it report does noL repeat not menLion the initial and continu irrg 
role of iun,-?rican TA in this pro]ect, both long ai short-term. it should. 

3. eporting. Page 7 of the draft state:.s : 'P1 oj,: L 1,,oement at ion 
Reports (PI'Rs ) w-r, nnt prepared aid doctun).nted as requi red." This staenent 
is iriaccuratr. PlRs have been pcepared regularly since mid-1984. Beginning
with I. riod oIY]ilnq 'T.ptdnber 30, 1984, semi-annuai P Its have been on file 
through the audi.t joriri an] avai labl? to the audiLous. 

Pages 7 and 9 o the draft report refer to site vis<its by USAI) from Manila to 
Malanysiai r INl t(h? the auditors :,re unable to f:ini any trip reports. Our 
fi. los ,nt-al va71i,,is t:rip roe3r ts includ i nj those by : an ASEAN Progr[1ll 
Assist n,; (NTOrnole r 's Office f inncia] anlysts; Supply Mauigement Advisor; 
amon at Ii rs, not to m ntion t;rip reports by short--te-(rm Amo rican consultants. 
Hiere the cymraii,;it .1 err January memnol.ridui (p. 2.) ';ars r.epoa lg: 

kpa~rt.jci pairt:s in those separat ely-fuidel- courses should rIot: be counted as part 
of Malaysia's participation in the project. 
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"Trip reports are made as necessary and appropriate. if 
tesense-of the (draft audit report) is that more documentation 
ineeded, beyond what we are already producing anid working 

with, our fear is that we might be most of the time writing 
-m,-emos--and-having-less-time-f or-pro ject--n nitoring -ov sg5z--

Perhaps it would be useful to amplify those earlier remarks. When ppropriate 
and possible, we time our site visits in accord with implementation actions 
and proposals. For instance, a-recent trip to PLWI included discussions 
about Institute proposals for technical assistance, commodity financing and a 
commitment/advance of project funds along with a no-pay liquidation voucher. 
Our approach to actions resultirjg from this particular trip was as follows. 
For the technical assistance agieed and sought, we prepared a PIO/T:and 
requested contracting action by the Contract Services Division. For the 
commodities requested and agreed, we sent the equipment list to our Logistics 
Division ai0 requested contracting of an agent to do the offshore procurement 
in the United States. And for the no-pay voucher and request for 
commitment/advance of funds, we, prepared and sent appropriate documentation 
for Controller Office processing,.. In other words, it was appropriate in this 
case to follo;.-*up the business trip by directly preparing implementation 
docLrents. Preparing a trip report in addition to, and qeparate from, these 
implementation documents would have been superfluous in our opinion. 

Trip reports, of course, are not, superfluous in othercases, e.g. deobligation 
action, commodity management 'ssistance, financial management assistance, 
etc. In such cases, reports have been and will be done. However, our 
endeavor is to minimize needless paperwork whenever possible. We find this 
worthwhile in the context of our office size (one US-H three Fals). 

4. Inventory of Equipment.. Page 8 of the draft report states;­

"At PLANTI, no inventory lists or equipment utilization 
reports had been prepared. .instead, PLANTI maintained a logbook 
of all equipment pirchaseJ., It contained the name of the 
equipment, dollar value, lodation and date purchased." 

This ismisleading. PLANMI has.followed GOM regulations regarding the
 
registry and control of project equipment. The logbook mentioned inthe draft 
report is a central requirement of the Malaysia Government. It seems to have 
worked reasonably well as attested by the statement on page 8 of the draftr 
report that "... the audit team was able to locate almost all of the items 
except for four stop watches." As a matter of policy, we encourage PLANTI and 
our other recipient institutions, to follow the rules and regulations of the 
host country. PLANTI' has and maintains an inventory of AID-financed equipment 
based on the GOM system in place, 

For your information, an equipment inventory was conducted by PLNTI staff 
after the Controller's Office representatives' visit from July 28 to August 2, 
1987. The inventory 'count was'recorded in a departmental listing of, 
inventories that indicated the name of items, number of units, serial nuibers, 

*reference accountin~g book page and bore the signature of the person in 
charge.* This inventory account will be checked by' a phiysical count conducted 
annually. 
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The draft report (p,8) also states that "several items (water heater,' 
distilling apparatus, drying ovens) %re found to have been unused since their 
arrival." Pictures of these iteas are shown in Exhibit I attached to the 
draft report. TWO of these items-water heater and distilling 
appa ratus-- became -non-f unctional a-nd-.could--not- be--repai red-due.-to2.Iack-of-,--.-------l 
maintenance and spare parts capacity in Malaysia. The other two pieces 
(drying ovens) arrived before facilities were fully completed; they are now in
 
use.
 

5. Disbursements. Page 9 of the draft report states:
 

"The Controller's review of moiithly project disbursements
 
lacks sufficient documentation for verification purposes and
 
liquidations are made routinely without detailed justification."
 

The Controller's Office reviews of project disbursements are based on 
certifications submitted by PLANTI and this USAID Project Office. In 
addition, when the Controller's office deems itnecessary, itrequests 
additional information and/or documentation from PLANTI, also conducts*It 

periodic financial monitoring and reviews to ensure itcan continue to rely on
 
PLANTI's records and reports.
 

The draft report further states (p.9) that:
 

"Grant costs in the amount of $300,000 for air travel and 
$75,000 for administrative salaries have been inappropriately
 
paid by A.I.D,."
 

This statement isinaccurate and invalid. InProAg Annex I,Project
 
Description, travel islisted as an item to be AID-funded. The ProAg (p.7)
 
reads as follows: 

"After the Government .of Malaysia prepares a payment 
schedule, disbursement will be made by AID/ for foreign 
exchange items, and by USAID/Manila for local cost items, on 
presentation of vouchers approved by AID. Advance payment may 
be needed for salaries, operating costs, travel, conferences and 
seminars, and will be requested by the Institute... ' . 

We believe this language expresses the intention of the negotiators of the
 
ProAg that travel would be AID-funded. All other items listed-salaried,
 
operating costs, conferences and seminars--are eligible for grant financing.,
 
The ProAg is what the Parties agreed to in 1980.
 

In this connection, we note that travel is a con=n need and expense in 
multi-country projects-a cost of regional coperation.:'o our knowledge, all 
donors to ASEAN fund travel costs as a legitimate part of their project 
assistance. As with other donrs, AID has funded travel cosh support when 
appropriate in ASEAN-US projects. .' We balieve the waiver referred to on p.10 
of the draft report is the one "ontained in the H D Project Paper. We 
continue to fund travel'under Phase 2 of our assistance to PLANTI. 
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Also under Phase 2, we are furrirg the administrative salaries referred to inthe draft report. Our commitment to finance certain costs continues. Funding
of salari-,s is provided For in both'ProAgs (Phases 1 and 2) and such funding
is approved in tl-r co, rse of our review of disbursement and liqjidation

requests from PLANTI, periodic discussions about the reqests, and through 
the 
preparation of vouchers. 

Empioying our systen of" naiaigemnet ,oversight, we steo aware of what we approve
for firinrcing. Jf2 variarre of planned from actual expenditures has teenminimal urtier tt'e project. Moreover, when and if necessary, Sections 2.1 and8.2 of th e Pi'orq empovor us to apnrove varionce in fund use patterns. 

As regardh A\T0 ,isSuamption of recurring costs, this issue is being addressed 
at the Dil gqJevl. it ,aq raised at both 1he 7t (M'lay 1986) and 8th

(Febnjc-v 1-83) Dialogues ard is a 
con iing pr'ogran concern. In this case,we mention anew that Malaysi.an support of PLANTI has been both impressive and 
inl oxCeS; of PoAoI\r re q:.irempnts , 

AUDIT E~l~tlD IN 

Two r comrrenjations appear on page 11 'of the draft report: 

1. Rec;nmnerlJatior 1: "We recommend that the ASEAN RDO more
closoly nar.ge Lh PLtfLTI project in accordance with existing

A.1.). pf-): dirction by implementing an effeccive system of
icy 

ir,.l 
 'vvi v',it mri t. As a mini twin, the system should unsure
 
that: PLANif ijr:t monitoring is coIsistent with A.I.D. project


mawljmi t l c he si.an that LW system provides for the

docUneretLat: iam aur I r rj Jol:lcsior, ofr manatgcment actions rl. ative to

site vi., IYIf ,z:I flq'L iIwenvtory aid utilizatio i reports,
 

ua: injirrtir
ovalu ionq) rav, 1: jrq irn L aril project 

W t l .'H.r"!, 1rmu 01 I mr;i 1 o( VLTl I [ prt jc t I ws breeWn appropriate to the
objective, i' ' I,: n n hilil:W , : di,-e as'.ii . ic by this project well as effective
in t:e ;q " i i: w'a"1t: ach ir ,ved, Iu a fi1:. irnq K.gr;e, we rely on the
lnStitJ'.il"'q I ' A111i' M' A sorr iffl . IM0 I'n Malaysian proprietorship

inr lII 1l! I . 1HI f fi) , ,',I ti.lI fI 1o f \ . ItL cor j a prune
r)(-II'r~: i"t itt Malaysian


v[da'J :. Ia 

o I ' ' t I )r (I If I i tF. (Jrowtlh sl.ipport and 

i T Iit ' r a'',:r ti',? mn;i Umlii . i ' I''PI' , ' -- r (li-isrmir fi in,, /.' ni h1..civ':? .dYi:ly, is partly why].,]rinkL--91.0] 

r i,' a., i itl '," ,, .
 

,i,l i ivl H =2I I't., millioncut? I, I ,r, ;,' .' i , tlI I. 

MMI Qi niMi'IQ i a l i t.-t , k !,<7i , ,imn imfparU t ; p rt ft' o r 
ha" ih V' , i', . i i ' 1i n , HI :ri en i ',i in l ,J:m,"t .j1f J at tm rra ft
rc'pm'lrt:. 7 i laI ji, ; hlint ';rannr 1 ) W;'''J 0'1N/'3, qvnt for 1f'A uider Phase
I--art? I it, ii :. i,U, tid 0- n our ' -C rio. rhiiiq,:i tlrdmn' Phase 2- rn managerial
and eva hlut: ive <ppaIntir' W' Lh! praKt is considerahly mnon detailed arJ
.si tLant:Iii fh;uri Ji 'a l, i by drft . iTpor' t-' 

http:Malaysi.an
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The role of TA is discus~ed above uinder the Audit Findings section of this 
memorandum. Also provided are illuminating comments concerning training, 
evaluation, site visits and reporting, equipment inventory and disbursements. 
Taken together, the facts brought out and the information offered above 
invalidate the need for Recommnendation I. We do not believe the 
recommendation follows or fits the facts of the management approach with this 
project. Based on what we and PLANTI are already doing, it is not clear what 
else, in specific teims, could bt done to close such a recommendation. 

2. Recommendation 2: "Ve recommend that the ASEAN RDO
 
initiate action to obtain a refund from the GOM ard
 
participating ASEAN countries for project expenses
 
inappropriately paid by A.I.D., specifically, about $300,000 in 
air fare costs and about $75,000 for ridministrative salaries." 

This recornnendatlon is inappropriate from several standpoints. As noted 
above, both travel ard salary support are included as eligible costs in the 
Phase 1 ProAg. ]his is the docuient which was signed and agreed to by the 
Parties concerned in 1980. We continue to furty these same costs under the 
Phase 2 ProAg signed in 1987. What would be the sense of requjesting a refund 
of Phase I costs when we are financing such items under the current HRD grant? 

Further, as stated earlier, the ASEAN contribuition far exceeded what was 
called for in the Phase I ProAg, while AID's c-upport was $650,000 less due to 
the deobligation of furs. Attempting to take the recommended action would 
ignore Lnportant provisions of the ProAgs between ASEAN and the United 
Stater.. We believe such action would be needlessly disruptive. 
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