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MEMORANDUM
 

TO 	 D/USAID/Bolvia, R. Van Raalt
 

FROM 	 RIG 'A'I, 

SUBJECT: 	 Audit of Global Fxchange Incorporated, USAID/Bolivia Report 
No. 1-511-88-21 

The Office of the Regional Inspector General for Audit./Tegucigalp3 has 
completed its audit of the Global Exchange Incorporated, USAID/Bolivia 
Contract 51-0583-130-ITCC, Handicraft Export Development Project. Five 
copies of 	the audit report are enclosed for your action.
 

The draft 	audit report was submitted to you for comment and your comments
 
are attached to the report. The report contains four recommendations. 
All four recommendat ions are considered resolved but remain open until we 
are in receipt of documentation of the Mission's actions. Please advise 
me within 30 days of any additional actions taken to implement the 
recommendations in this report. 

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

audi t.
 



Sl)NttRY]EXICUI['I Y'[ 

Effective August 20, 1WS, ISA I) PA Iivia authorized a grant to the 
Association of lianicraft an! Fashion for execution of the Handicraft 
Export Developnent Proct. [he project called for $5.2 mi " ion in 
funding, of which th, \. 1.). cont ribut inn was $3 mil lion. On arch -, 
1986, tLe grantee And MW'a I Lxchang,,, Inc. signed a cnst-plus-fixed-fee 
host countrv contr-ct tr $1,993 ,13" with estimated completion 3h months 
thereafter, but th-e : sviation terminated the contract for convenience 
on Novemlber 1 1,1 ' 

At the re'quost of SAI' Fl ivia, the Office of the Regional Inspector 
General for \udit lep'u ia.pa made a financial and compliance audit of 
contract act ivi t is carried out hy Global Eixchange Inc. and the 
subcontrac tor, t he Fashi: ,) Institute of Technology, under the Handicraft 
Export Devel opment Proj ecz, contract No. 511 -0583-1 30-1HCC. The audit was 
limited to the contra:tor's activities related to this specific 
contract. The pu:pose as t) determine whether the contractor and 
suhcont rct or Wr: c-rjp ied ith appl ica,H e laws, regull at ions, and 
agreement torms a2! wf l her. c'ont ract costs claimed were reasonable, 
eligihie, a , all,,CA 1 . 

The audit d i sc losd t101 the contractor and subcontractor had not 
complied with applical, laws, regulations, and agreement terms, and that 
not all contract cosv s climed were reasonable, elig ible, and allocable. 
In add it ion, th- coant -actor's books and records were generally 
inadequate, camskic: a lack of adequate internal and financial controls to 
account for project costs. 

This report contains four finldings which note that the contractor had not 
complied with applicable laws, regulations, and agreement terms. Global 
Exchange Inc.'s costs were often not reasonable, eligible, and allocable; 
accountirng and internal control systems were inadequate to account for 
A.I.DP. funds; lI.A\II) HaIivia payment of outstandi ng: in-country bills of 
Global Exchange Inc. was ai duplication of payment of these expenses; and 
foreign exchanpe liquidation costs claimed by the Central Bank of Bolivia 
are the responsihility of ;'Aloba1 Exchange Inc. 

Global E:ch;n e Ic. hi clailed a total of $651 ,781 as appropriate 
project cost>, to W, i:'rsed undor the project. flowevet, a review of 
these 7Ia ij c0, 1 that leba I!xc al.hano Inc. had not complied 
with appt icohl- Imins, nd wo'reement terms. .. a result, theKw-. in''' t \s 
audit sh)wd that 1dolxchanve Inc. had: (1) incurred $4,120 in 
additional Costs - :i! II for reimhursement; (2) claimed $100,901 in 
costs which weru :n Pa,''ille; and (3) requested reimbursement for $45,907 
ini costs th-t wrv, rW properlv supported. Based On these factors, oMI y 
$17,201 in renrorWid alministrative expenses should I, allowable for 
payment. id paymn: for fixed fee shoulld he negotiated based on the 
percentage of cont r.c complet ion. 'The report recomnne nds tha t the 
responsible contractnny officialls) for ISAID/Bol ivia make these 
ad i~st~mvnt.S. 



A det a i led keg iona I Inspector General for Audit .ashinton analysis of 
Globa I Exchange Inc. int,0rna I controls aind a.CoUnLif pr-:c tices and ourl n 
own review of Global lxchanpe Inc. hooks and records disclosed that the 
contractor 1-2ck0d a.hbUMt tt intmnal controls And appropriate account i n, 
books and records to account for A. I .I. project funds. According to 
A. I .P. r, lIa tinns. which are at tached to all acreemrnnts and have to be 
followed by i Mpl eM. n t i 1; aenc ies, Con tractors, and subcont ractors, 
entities mnnainp A.1.I). funds are reqt i red to na i nta in adequate 
account ing books and records which should be available for A.I.D. audits 
and reviews and maintained for three years after the project has been 
completed Por the contract has been terminated). However, there was no 
pre-award survey of the conrctor which would have revealed the 
inade,:r racy of Global's account ing rod internal control systems and its 
lack of financial resources. Th,-se undetected deficiencies led to the 
contractor's failure to perform its activities as required ani also to 
problems di scussed in Finding No. 1. The report recommends that 
responsible contractin official(s) for HSAIDjBolivia, in the future, 
request thv appropriate Inspector General office to perform pre-award 
surveys Of solucted contractors prior to the exection of contracts, and 
not enter int future contracts with Global Exchange Inc. until an 
independent alditor certifies the adequacy of their financial records and 
system of internal controls. 

The Association of tIa0dicraft and Fashion-Global Exchange Inc. contract 
was terminated for convenience on November 14, 1986. lkowever, at that 
point in time, Global Exchange Inc. had a series of outstanding 
in-country ills which were not pail when Global Exchange Inc. closed its 
Bolivian office. These were costs which USAIl/Bolivia had reimbursed 
under direct project costs, such as per diem and housing allowance costs; 
therefore, under normal business practices Global Exchange Inc. was
 
responsible for payment. As a result, IJSAIR)/tlolivia had to use $16,700 
in project resources to cover Global Exchange Inc.'s outstanding debts. 
These resources should be recovered from Global Exchange Inc. and 
returned to funds available for project implementation. The report 
recommends that the respon sible contract inp official(s) for JSAID/Bolivia 
deduct a total of $;16,700 from its final payment to Global Exchange Inc.
 

In late 1986, Global Exchange Inc. exported a total of 220 alpaca 
garments produced hQ art i san organi zat ions working under the project. 
Under Bolivian law, exporting companies for Bolivian products have to pay 
the Central Bank of Bolivia certain costs for the liqu idation of foreign 
exchange, which is a smAll percentage of the value of commodities 
exported. Because Global Exchange Inc.'s Bolivian office was closed upon 
contract termination (November 14, 1986) and given its limited knowledge 
of Bolivian laws, Global Eychanpe Inc. did not liquidate costs claimed by 
the Central Bank. As a result, the Central Bank of Bolivia is charging 
the project the armount due for the liquidation of foreign exchange plus 
fines for non-payment.. This claim is hanperirg the current export 
activities of the project. Since the products were exported by Global 
Exchanve Inc. and payment for exported goods was received by them, the 
project should not bear this type of expenses which are legally Global 

- ii ­



Exchan.e In(. 's expenses. The repor" re(omnmenlis -ha" he responsible
Con'ractinu Official's) for MA !',1 ivi a requi re Global ExchangeIncorpora-e(d -, liqiil'e foreign exchanpe chairoes claime, by the Cenral 
Bank of BAivia for -he expor! of 220 alpa a swf.at ,rs. 
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AUI OF -.GLOBAL CkNG IN~mO ROi T 

A. 1V c jzo n 

- Effective" August 29A i1985, USAID/Bolivia autho0-rized a gran t h 

Association of Handicraft and Fashion (Asoclacion de Artesania y Moda,
ADAM). for execution of the Haniicraft Export Development' Project No. 
511-0583. The project called for $5.2 million in funding, of which the
A.I.D. contribution was $3 million. - ..... 

The purpose of the project was to provide selected Bolivian knitwear 
producers with design, production, and marketing services which would'
enable them to sell better quality and higher priced products. Thesei 
activities were to be implemented by ADAM with' technical assistance 
provided tinder a.contract with a U.S. consulting firm. The consulting
fir was to be selected under public bidding procedures. 

Global Exchange Inc. (GET) was incorporated in Ohio in 1982 and was
 
qualified as a small disadvantaged business concern under Section 8(a) of 
the Small Business Act. GET was one of four firms that responded to the 
request for proposal to provide technical assistance under the Handicraft 

- - Export Development Project. 

GEI was selrcted over the other three firms on the basis of providing the 
best technical proposal. On March 7, 1986, ADAM and Global Exchange Inc. 
signed a cost-plus-fixed-fee host country contract (No. 511-0S83-130-HCC)
 
for $1,993,137 with estimated completion 36 moths -hereafter. The
 
contract 
Included $441,212 for the execution of subcontract wilth.the ,

New York Fashion Institute of Technology.
 

Effective November 14, 1986, ADAM terminated the contract .with GEL.> 
USAID/Bolivia had concurred with the termination action in a Board of
Director's meeting on November 7, 1986. The primary reason for contract 
termination was for convenience to ADAM and USAID/Bolivia.
 

From March 1986 to February 1987, GEI presented to ADAM a total of 10 
invoices claiming contract costs of $651,781, of which USAID/Bolivia 
reimbursed $382,958. 

The remaining '$268, 823 was questioned by ADAM and/or USAID/Bolivia due toU 

theby' GETlack'asof anadequateaj propriatesupportinqcontractdocumentation. 9This amount was claimedcost which should be reimbursed by
USAIP/Bolivia un er the contract, '­



B3 	Audit Ohietives and Scope 

A -; 	the request of USAID/Bolivia, the Office of the Regional Inspector 
enfral for Adit/Tegucigalpa made a financial and compliance audit OF
 

+
contrac. activities carried out by Global Exchange Inc. and the
 
subcontractor, the Fashion Institute of Technology, tunder the Handicraft
 
Export Development Project, contract No. 511-0583130HCC. The audit was
 
limited to the contractor,s activities related to this specific
 
contract. The audit covered $651,781, the total amount claimed by Global
 
Exchange Inc. as contract costs. The $268,823 originally questioned was
 
included in this amount. It included the period from March 7, 1986
 
through January 31, 1987. We made field reviews frcn Januan 2S to March
 
14, 	1988.
 

The purpose of this financial and compliance audit was to determine
 
whether the contractor and subcontractor had complied with applicable

laws, regulations, and agreement terms and whether contract costs claimed
 
were reasonable, eligible, and allocable. The specific audit objectives 
were to: 

1) determine whether internal controls and accounting practices of GEI
 
were adeqlate to account for A.I.D. program funds;
 

2) verify the adequacy of documentation in support of direct costs
 
charged to the contract for long-term assistance, home office
 
support, short-term consultants and subcontractor costs;
 

3) 	verify amounts reimbursed by A.I.D. to cover contract and subcontract
 
costs and actual amounts paid to consultants and subcontractors; and
 

4) determine compliance with contractual , conditions and other
 
requi rements.
 

We relied on a detailed Regional Inspector General for Audit/Washington
 
(RIG/A/W) analysis to determine whether internal controls and accounting
 
practices of GEI were adequate to account for A.I.D. programs. To
 
accomplish audit objectives we held interviews with officials of the
 
following organizations and reviewed their files: USAID/Bolivia; ADAM,
 
in Cochabamba, Bolivia; Global Exchange Inc., home office In Xenia, Ohio;
 
and the Fashion Institute of Technology in New York. The audit was made
 
in accordance with generally accepted government auditing standards.
 

2V-I 	 ','., - $ .1 
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AUDIT OF GLOBAL EXCHANGE INCORPORATED 
USAID'BOII\'IA NTACT 51l-0583-130 1 -C 

HANDICRAFT EXPO)RT DEVELOPMENT M1OJECT 

PART TI1 RESULTS OF AUDIT 

*,The audit disclosed that the contractor and subcontractor had not 
complied with applicable laws, regulations, and agreement terms, and that
 
not all contract costs claimed were reasonable, eligible, and allocable.
 
In addition, the contractor's books and records were.i generally


* 	 inadequate, causing a lack of adequate internal and financial controls to
 
account for project costs.
 

This report contains four findings which note that the contractor had not
 
* 
 complied with applicable laws, regulations, and agreement terms. Global
 

Exchange Inc.'s costs were often not reasonable, eligible, and allocable;

accounting and internal control systems were inadequate to account for
 
A.I.D. fuai-,s; USAID/Bolivia pavment of outstanding in-country bills of. 
Glubal Exchange Inc. was a duplication of payment of these expenses; and 
foreign exchange liquidation costs claimed by the Central Bank of Bolivia 
are the responsibility of Global Exchange Inc. 

This report recommends that the responsible contracting official(s) for
 
IJSAID/Bolivla:
 

-' adjust the Global Exchange Inc. claim upwards by $4,120 in eligible
 
costs incurred but not claimed;
 

-- disallow $100,901 in ineligible costs; 

: suspend $45,907 in costs claimed that were not properly supported;
 

-. 
negotiate 	general and administrative expense;
 

-- arrange pre-award survevs of selected contractors; 	 '4 

require Global Exchange Inc. to submit an Independent audit of their
 
financial records and system of internal controls before awarding any

future contract to them:.
 

deduct a 	 total of $16,700 from Its final payment to Global Exchange 
Inc.; and*
 

* require Global Exchange Inc. to liquidate foreign exchange charges. 

~3
 



A. 	 Findinps and Recomm,'ndatioils 

1. Global Lxcharie Inc.'s Costs Wer( Often Not Reasonable, Eligible, and 
S\l 1oca i(7 

Global xchinoe Inc. ;IGH) had cla iMed a total of Q51 ,781 as appropriate 
project castS towW r ibhirsed tlner the project. fhowevr, a review of 
these costs clii mei shotd th,it CI&] hadd not complied with applicable 
Iaws, rejaiU at ions, and aeeement terms. As a r su It, the audit shoeed 
that ;tI had: (1I incurred $1,120 in additional costs eligible for 
reimbursemnt: Q) claimed $100,901 in costs which were ineligible; and 
(3) requestel reimbuiursement for $13,90, in costs that were inot properly 
supportel. 

Recommendat ion No. I 

We recommend that the responsible contracting official(s) for 
IJS\I) Bolivi: 

a. 	 adjust the Globa I L-xchange Incorporated claim upwards by' $4,120 in 
el igihle costs incurred hut not claimed; 

b. 	 disallow $100,901 in ineligible costs claimed by Global for costs not 
reimbu rsable under the project" 

c. 	 suspend $15,90- in costs claimed that were not properly supported, 
and the'refore could not ke determined to be reasonable, allocable, 
and aillowahl e under the contra ct; and, 

d. 	neotmp qtcnral and Adnutnistrat vi' expense, not to exceed $17,201. 

l)iscussion
 

From Mar-h I Kto lelbruarav 198-, Global Fxchanpe Inc. had presented to 
AI),AM a t)t a I of 1I) invoices clair in, contract costs of $051,781. 
iSAII ) c)Ii vii , based onn their own review of the 1imi ted GElI docmentat ion 
'iviil a0 in count rv and on Ai)AM' s part aI analysis of costs cla imed by 
Gil, paid12J,08 and sjspended paymnt on the renaining $268,823 
pendni n, review qf adilditional support to he provided by iti . ThIis 
amount ; t..2 4 32 ) iots Iaim,M 1 ;tI s Ai appropriate Colt ract costWi 5rc 

which SAW 1 rinibu- e t USAII)- ol ivia und-r the cont ract.S 

Dur in or udilit o)f CLI1, ine vi sited it h me offics in Xeii;a, Ohio, 
where w,, reviewed one( tltndred pi),rcent of' all costs claiimed 1w F'I under 
the con tract. (ir r'oviow showed thit (;1:I had niot compl ied with 
appl ica'lh laws , i'm,,lat ions, and ac r'ovmvent terms, for example: (I ) GEl 
Lad hilIH.Y proje:t soil on estimoates than c(stst.he lWi rather actuial 
iciurred , i.e. t W, liot,-trtm a dviswr' , transfer allowanices w r billed 
based oi lst ; toweve', tik effet sent tohi 	 personal were, nev('.' 
OIivi' dl iiI] (OS!si 1(111 re !for" inr kinr arind storage was only a bout 

one for ir'th o t le the n ihi oiled); (2) A.I.l. lyi kSti o s we re not al ways 
folllowe! in i pr Ii em i a' e I uinler the contract; and acolt il:i 	 (3) 



consultant was hired and travel w%thin the U.S. and to Bolivia for him 
was allowed by GEI without ADA.*s previous approval as required by the­
contract. A summary of all questioned costs is presented' in Exhibit 1.
 
Exhibits 2 through 8provide details.
 

As a result of our audit of costs claimed by GEl under the contract, we
 
determined that Global had incurred $4,120 in costs eligible for
 
reimbursement which had not been claimed under the contract. These costs
 
represent differences in per diem computation and other coscs for which
 
GEl had supporting documentation.
 

In addition, we identified $100,901 in costs not reimbursable under the
 
contract terms. Costs of $45,907 were not properly supported. Since 
general and administrative (G & A) expense was calculated based on costs '4' 

incurred; subtraction of the questioned amounts from contract costs would. 
allow only $17,201 in G & A expenses. A fixed fee payment should be 
based on the percentage of the terminated portion of the contract. 

Management Comments
 

The Mission fully concurred with the finding and recommendation (see
 
Appendix 1).
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2. Global Exchange Inc. Accountinf- and Internal Systems ....Control Were... 

Inadequate To Account for A.1.D. FundIs 
Global Exchange Inc. lacked adequate internal controls and appropriate 
accounting. books and records to account for A.I.D. project funds. 
According to A.I.D. regulations (which are attached to all. agreements and 
have to be followed by. implementing agencies, contractors, and 
subcontractors), entities managing A I.D. funds arer equired to maintain 
adequate accounting books and records. In addition, regulations require 
that all Missions ensure that A.I.D. funded recipients have proper
accounting systems in place. However, there was no pre-award survey of 
the contractor which would have revealed the inadequacy, of GEi's -- 9
accounting and internal control systems awl their lack of financial 
resources. These undetected deficiencies led to the contractor's failure 
to perform its activities as required and also to problems discussed in 
Finding No. 1. pi 

Recommendation No. 2
 

We recommend that the responsible contracting official(s) for
 
IJSAID/Boliva:
 

* a. in the future, request the appropriate Inspector General office to 
perform pre-award surveys 'of selected contractors prior to the 
execution of contracts, whether the contracts are directly controlled 
by the Mission or by the host country; and 

b. not enter into future contracts with Global Exchange Inc. tmtil an 
independent auditor certifies the adequacy of their financial records 
and system of internal controls. 

Discussion
 

The Regional Inspector General for Audit/Washington (RIG/A/W) conducted a
 
pre-award review of GEI in early 1987 in reference to its bid on a 
different contract. According to their review, GEI was insolvent and 
unable to demonstrate that its accounting system was adequate for
 
Government contract accounting. RIG/A/W and our own review of GEI books 
and records (our review was limited to activities related to the Bolivian
 
contract) disclosed that GEl records consisted of miscellaneous forms and 
worksheets'that summarized financial information from various sourcees. A 
conventional ledger, or similar record, to tie the data together was not ''"'4 
maintained. This resulted in a lack of financial and internal controls, 

The A.I... standard regulations section related to Reports, Records,

Inspections, and Audits requires that entities receiving A.I.D.funds
 
Imairntain or cause to be maintained, In accordance with generally7
 
accepted accounting principles arid practices consistently applied,,books
and records relating to the project anid to

''>

7 -its' ag reement~ adequate -to
show~without 

' 

limitation, the receipt anid-use of-goods. andservices iy'
 
777 cqulred 7wth project funds. Such .ooks, and records wjill bei audited
 
regularly, Inaccordance with generaly7 accepted auditing standrs ad~ i 

67B 



[~7Tma Inta inod for three vears after the dlate of last disbursement h) 

A..J-D These regulaions apply not only to implementing agences but 
also to contractors and subcontractors who are being financed with A.I.D
 

r-. 
 ADresources.
 

During the time of contract negotiations, the host country implementing
 
agency (ADAM) questioned the financial capability of the contractor
 
(Global Exchange Inc.). ADAM unofficially requested a pre-award survey

of GET. Because pre-award surveys are not required by A.I.D.
 
regulations, USAID/Bolivia decided it was not necessary to do one inithis
 
case. However, under normal business practices pre-award surveys are
 
recommended, especially when the contractor is not known to the Mission
 
and the amount involved is of material importance (in this case the GEl
 
contract was for two thirds of the total A.I.D. contribution to the
 
project).
 

Subsequent events tend to support the assertion that Global Exchange Inc.
 
not only lacked the financial capability to carry out this contract, but
 
also lacked adequate accounting practices to support project
 
expenditures. For example, GET did not have the financial resources 
as
 
required by the agreement to advance funds for participating entities for.
 
the manufacture of alpaca sweaters. GET was also required to buy the raw
 
material; however, these costs were covered by USAID/B since GET could
 
not provide the funds. Finally, the contract states that GET would buy
all of the project prouction and export it. However, the contractor

lacked the financial resources for doing so. The lack of adequate
 
accounting and internal control systems led to GET non-compliance with
 
applicable laws, regulations, and agreement terms as discussed in Finding
 
No. 1
 

To avoid this type of situation with future contractors, USAID/Bolivia
 
should request the appropriate IG office to perform pre-award surveys of
 
selected contractors prior to the execution of contracts, whether the
 
contracts are directly controlled by the Mission or by the host country.
 

Managenhent Comments 

•lhe Mission fully concurred with the finding and recommendation (see
 
Appendix 1).
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3-,. UJSAID/Bolivia Had -Duplicated 
of Global Exchange rnc. 

Payment of Outstanding In CounL y Bi I I s 

, 

The Association of Handicraft aind Fashion-Global Exchange Inc. contract 
was terminated for convenience on November 14, 1986. However, at that 
point in time, GET had a series of outstanding in-councry bills which 
were not, paid when GEI closed its Bolivian office. These were costs
which USAID/Bolivia had reimbursed under direct project costs, such as 
per diem and housing allowance costs. Therefore, under normal business 
practices* GET was responsible for payment. As a result, IJSAID/Bolivia
had to use $16,700 inproject resources to cover GET outstanding debts. 

Recommendation No. 3 

We recommend that 
USAID/Bolivia deduct a 
Exchange Inc: 

the 
total 

responsible 
of $16,700 

contracting 
from its final 

official(s) for 
payment to Global 

$7,000 to cover 
payments 
bills); 

direct Asociacion de 
of Global Exchange 

Artesania y Moda/USAID/Bolivia 
Inc. indirect expenses (hotel 

$7, 857 to cover raw material 
of 220 sweaters for 
Exchange Inc..; and 

imported from Peru 
export and samples 

for the 
ordered 

production 
by Global 

$1,843 to cover miscellaneous Global 
costs paid by USAID/Bolivia. 

Exchange Incorporated indirect 

Discussion 

Effective November 14, 1986, the grantee (ADAM) terminated the contract 
with GET. At this time, the contractor closed its Bolivian office and 
its only long-term adviser returned to his home office. However, there 
were a series of expenses to cover the closing down of. the Bolivian 
off ice;, In addition, there were other GET indirect costs such as hotel 
bills for its long-term adviser (who received housing allowance)'and its 
home office personnel (who were paid per diem). Before leaving Bolivia, 
GET's Vice President issued a check for $7,000 to cover these expenses,
but the check was returned for Insufficient funds and the debt had to be
paid by ADAM-USAID/Bolivia. 

*Because 

In addition, *according to the agreement, the contractor was committed topurchase the total production of knitwear of the project at a price which:i 
Included the costs of labor, raw material, administrationt ADM's 
surcharge, profit, etc. USAID/Bolivia paid ADAMa total cost of $9,642
for importing 550 kilograms of alpaca wool for garment production. ADAM* 
gave .500 kilograms to the GBI lBolivian office for the production of
samples and the 220 garments which wtre exportedbyADAM In' 1ate4,986 . 

GET did not return any of the raw material given them~or provide 
~a 1Ist of artisan organizations. which had the materia, GET-shoiijld pay 
the costof the imported material given to themn:($7,857). 

j" 

'I8 

u'S 



FinalIy, there were miscel laneous GLI outstand ing expenses which haJ to 
be paid by ADAI-JISAIP I livia: bank charges for bounced checks, l: hor 
costs to artisan organizations for the production cf samples and other 
GEI (:ebts at Htotel Cochabamba (in total $1,813). 

As noted above, all these were GCl experses for which USAI VBolivia had 
reimbursed them under line items allowable under the contract, or were 
genuine costs that GEl -ecovered when the exported merchandise was sold 
(as in the case of the raw material). However, all these GEI expenses 
were paid by USAILEolivia using project funds. These resources should 
be deducted from the final payment due GET and made available for project 
implementation (see pace .I of E-xhibit 1). 

Nanaement Comments 

TIhe Mission fully concurred with the finding and recommendation (see 
Appendix 1).
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A Global Exchinoe is Re.sponsi le for Foreign Exchange Liqu idation Costs 

Global Exchane Inc. did not pay liqui dation Costs after exporting a 
total of 220 a I aca garments produced by artisan organizations working 
tunder the projet. 1)nJer ikIi vian law, companies exporting Bolivian 
products have t: pay the (entil Bank of Bolivia certain costs for the 
liquidation of foreicn exchange, which is a small percentage of the value 
of commndit ie x eported. Because GHLl's Bolivian office was close(] upon 
contract termination Qovember 14, 1986), GMl did not liquidate costs 
claimed by thr Central Pank. As a result, the Central Bank of Bolivia is 
chargin: the pro:,,ct ,.DA) the amount due for the liquidation of foreign 
exchange plus fin; for non-payment. This claim is hampering the current 
export activities of the project. 

Recommndat ion c. .i 

We reconmeynd 1hat the responsible Contracting Official(s) for 
US.\ID Bolivia :oiest Global Exchange Incorporated to liquidate foreign 
exchane charges :1aimed by the Central Bank of Bolivia for the export of 
220 alpaca sweat-rs. 

liscussion
 

In July of 1986, El placed an order for alpaca garments which were to be 
produced by the 3rtisan organizations working under the project. The 
organi:ations had to produce around 500 garments, which were to be 
exported by GEI. ibwever, the organizations only produced 220 garments 
on time for export. These garments were exported by GEl and sold to a 
customer in the J.S.A. Proceeds for the exported goods were used to pay 
GEI consultants andt the rest went directly to GlI. 

Under (;EI's commitment to purchase the knitwear, all insurances and other 
export related costs would have to be absorbed by the exporter, in this 
case GEl. Furthermore, according to Bolivian law, exporters of Bolivian 
products have to pay the Central Bank for the liquidation of foreign 
exchange received. 

Upon contract termination, GEl closed its Bolivian office leaving a
 
series of outstanding payments due (see Finding No. 3). One of these 
payments was the 0ntral Bank's outstanding charges for foreign exchange 
liquidation. 

As a result, the-- Central Bank of Bolivia is charging the project (ADAM) 
the amount due for the liquidation of foreign exchange plus fines for 
late payment. Even though the amount being charged by the Central Bank 
may be immaterial, this non-payment is hampering current export 
activities of the project since AIAMI appears in the Central Bank records 
as delinquent in its payments. Because the products were exported by 
GEI, and payment for exported goods was received by them, we recommend 
that USAID/Bolivia, as a condition for settling the termination clause, 
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request Gtl to liqui date pond in climirus at the Central Bank. No amount 
was calcl atod for pa.vmelt dLue the C0ntra Balk, si ic. Cha rges for late 
payment wotild ha v,, io he calctilated ;itthe t ime payment is made. 

Ma lla vel.nent Comments 

The NIjss ion ful ly concurred wi th the find i nr and recommendation (see 
Appendix 1 
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B. Compliance and Intornal Control
 

Examination for compliance revealed charges or transactions that were not 
in compliance with applicable, laws and regulations as discussed in this 
report and supported by report exhibits. The examination was limited to 
the contract costs discussed in the report.
 

Excessive salary costs were billed under the contract. The contractor 
billed airfare and health costs which were not reimbursable under the 
contract. Excessive transfer allowance costs for a long-term adviser 
were claimed by GEI. 

Salary and benefit costs were sometimes claimed twice for home office 
personnel and for short-term consultants. Entertainment expenses were
claimed under the contract. A,I.D. regulations were not always followed 
in computing per diem claimed under the contract.
 

A short-term consultant was hired without ADM's approval and costs were : 
billed to the contract. Charges for housing and other allowances for 
long-term adviser were not in compliance with A.I.D. regulations. The 
contractor did not maintain supporting documentation for some of the 
costs claimed under the contract. See Finding No. 1 of this report. 

Based on the above conditions and the lack of adequate internal and,
financial controls, e do not express an opinion on the compliance with 
applicable laws, regulations, and agreement terms for untested items. 

2. Internal Control 

A RIG/A/W study of applicable internal controls and our review of GEI 
books and records disclosed that the contractor's books and records were 
generally inadequate. The records maintained by Global) Exchange Inc. 
consisted of miscellaneous forms, Journals, andi worksheets, that. 
summarized financial information from various sources which together were 
deemed inadequate, causing a lack of adequate internal and financial 
controls to account for A.I.D. funds (Finding No. 2).
 

, ,, ? . 

12.. . . . . . . 
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A 
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C. Other Pertine nt ,at ter 

On JlIy 3 t , 19_18, ( h 1I hXCklmll!e IC. , rI.l-TreSenlt d by i ts Iong term 
adviser, entOpred into ,t SlbContract with Richar.t .Noth, ,ho wa's to advise 
Ghl on how to obtain financing f )r the export of alpaca pirments and how 
to channel hd)llar incoiile from this bsiness. n Octolcr 1,, 1 8o, the 
subcontrac wr presented hi s final report and an invoice for $1,27- in 
costs incurced. 5oWeveV, (;FI lid nlot pay- thu subcolt -actor tar services 
provided, and (MA did not hi I]I \.I.1). ( j(!stionable practices such as 
th i s shouI d he consi dered by A.I.lP. in futire dealings with the 
contractor because potential conflicts con] d reflect negatively on the 
Agency.
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Notes to the Accountability Statements
 

Questioned Costs - Ineligible 

Costs that were not in compliance with contract laws and regulations, and
 
costs that did not comply with A.I.D. regulations were classified as
 
ineligible.
 

Global Exchange Inc. had billed $519,410 for direct costs under the
 

contract, and $80,558 for subcontract costs. Amounts claimed of $97,806
 
($77,385 in direct costs and $20,421 in subcontract costs) represented
 
costs which were classified ineligible under the contract. Ineligible
 
costs included: overpayments in salaries and differences in per diem
 
computations (see Exhibits 2, 3, and 4) and over $17,283 in excess claims
 

Amade 
 for the Fashion institute of Technology subcontract by Global
 
Exchange, Inc. (see Exhibit 8).
 

Questioned Costs - Lack of Support
 

The audit identified $15,959 in direct cost claims that were not properly
 
supported under the contract. Even though there was some evidence that
 
some of these costs were project-related, GEI could not provide
 
supporting documentation. These costs included: the operational cost of
 
the GEI Bolivian Office (see Exhibits 5 and 7), costs related to the 

long-term adviser's transfer of personnel effects to and from Bolivia
 
(see Exhibit 5), and local and international travel for GEI employees. 

(See Exhibits 6 and 7.)
 

Finally, GEl had requested $28,851 in payments for contract termination
 
costs claimed by the subcontractor (FIT). The subcontractor claimed
 
salary costs for its two assigned employees and for secretarial costs 

from November 16, 1986, to May 31, 1987. These costs are questioned
 
because the contract had been terminated on November 14, 1986. The
 
termination letter stated: "all aspects of work must be stopped
 
effective this date." (See Schedule 8.)
 

General and Administrative Expense
 

The AW.*GEI contract stated that the contractor would receive $55,997 in
 
General and Administrative (G 6 A) expense. Payment for G & A was to be 
calculated at four percent of total monthly direct cost claimed. Based
 
on our identification of ineligible costs, we recommend that $3,095 in G 
& A claims be disallowed. 

The remaining G 6 A costs ($638) should, be suspended pending receipt of 
nadditional supporting documentation.'
 

..
 

A
 

A
 

is 1,SrW W f1r
 



a fetne ecoratwasclaimed established at $:73,930 for,contract: ) 

: fixed fee: was to be calculated; at five percent ,of the ,sum :of ,thetotal i,

" : -monthly direct costs plus G & A. ::The f~ive percent f.-ee was c a l c u l at e d 


:):-i The fixed $22,061 for costs toment.for 

on 
the total cos-k claimed by the subcontractor. .:: /.
 
Based on Federal Acquisition Reg-lation section 49 '301,Sithe
 

"!i ~ ~determination of payable fee under :a contract terminated, for convenience :i:
 
Is based on a percentage of completion :of:the contract: or of, the~i.,-::tettlcscliebytesubcontractor
 
fhe 

temntd prin e theref~ore •recommend that :the ,responsible ::(,:
~~~contracting eee official~s) for USAID/Bolivia negotiate a reasonable: f.ixed ,::::
payable to the contract or for work performed under the,contract and
 



Summary 

In sumnmirv, of the $4'_'1,18 in project costs climed 1Y ;l oW l .change
 
Inc., $10on,9Q1 in inPM&,ie costs shoul! be disallowed, $15,907 in costs
 
should IN, suspended, zrv ifixed tees under the contri ct and subcontract 
shou Id ,(' nevot iate on, 1 ,T00 in outstanding debts paid by 

" USAI D I i vin sh Yl1d rLi .r-A 

• 	 istment s : P ,ibl-1 xpenses 
Not M1 1,1204me 


$655,901
 

Ineligible Costs
 
Dir stwl-	 $77,385
 
G & A 	 3,095 
FIT Subcontract 	 20,121 

Stb-Ita 	 T17901 (100,901)
 

Reimhursihle 	 $555,000 

Suspended C)ot - 5;uppot L 
Direct $15,959 
G q A 	 638 
IUnsupporrtd Subcont ract ,459 
Subcontract lerminaion 28,851 

Sub-Total ,1,907 (45,907) 

$509,093
 
Fixed Fee Claimed on Contract 27,009 
Fixed Fee (:1.iied on Subcontract 4,028 

31,O3 (31,037) 

Total Reimbursahlo Cost 	 $178,0o 

Amount Reimwbursed 1w SA ID Polivia 	 (382,958) 

Payabl, to GLI 	 , 95,098 

less: 

Returned check covred by .P,\. $ 7,000 
Miscellaneou b Gli in:,lirect 

expenses paid tv AIM.A 1,843 
Raw ma,,ri!a ;'rpr of 220f,,r ldtct ion 

sweat.r' ain! simpl,,, 7,857 

quh-l"I O l 	 16,700 (16,700) 

$ 78,398 



2 hxhihi t 

Audit of 'lobail Exchiinge Incorporated
 
USAID'olivia Contract 511-0383-130-HCC
 
Hlandicraft Export )evelopment Project
 

1nel i ihlie ( ut r ict Costs 
1)on-Term Assi St llC 

Invoice Number Inel ieible Note 
Salaries and Benefits 

511-5 July 198,,5 $170 (A)
 
511-0 Au'ust 1986 236 (B)
 

Total 	 $406 

Overhead 

511-S July 1986 $32 (A)
 

511-6 August 1986 45 (B)
 

rotal 	 $77
 

Allowances 

511-3 ay 1986 $ 3,814 (C) and (D)
 
511-1 June 1986 12,070 (E)
 

'Iota] 	 $15,88-1
 

Note A: Excess claim for- Bolivian Office Administrative Assistant salary for 
June ( ,) plus beIefits ove rest iMat ed by $77. Total $170. Overhead 

j1%= $02. 

Note B: 	 Admini strat i as s-;istt siFv of t"88 claimed as $913. Excess in 
salarv $1.5 plus vcvn, in frine(we benefits $81. Total $236. 
Over, ,d !il , = 11. 

Note C: 	 Airh"orf W 110, ,r lon,-t,'rm a viser's motthr-in-l aw travel to 
h':tsh llr ii i-K ¢ Vc:l j-W., i ne t in i ig:i 'le for reimbursement 
5 i fl(,*' 'LI ' HI'" 1,1 'llIt , ( C 'oha huhbl 

-lu:In add It i,,n, I 'I v vi-ser' s fLu ily trip to GOli, Colomhi,a was 
not par oF i( ',' ni n)t - not) lthjpo 1 lher:1fot'' ('I ivifle portion 
acc.pt ibl, I 215. 

Note I): 	 Kl: , I ia, ",I M)o ri tri fit il htl nc(, for loi?-telo alviser. 
Accorlir,, to \. 1.t). r,n" at iorn, 10 triv','l' wat 'fi t it led to $700 
for Tr llir I Io :,1, . I Fo I vi ; , (1 wa, , in'l i, ihlh . St;indard 
P - c ulI if i} 	 1l( ' I I ' l ' l l l ,~ (';q % ')f.( ! i{; t l ,,. 

Note F{: ;1 l i .i , I, ':, 1.()r 1 1 i o' rill i' ' r ul',' ini , ' xpenses 
I i I vPi(. 'f1 ',w IO I' I t ,1 1 itol bito'nI I I f k t I' l d' r ivi a 
,''j I h )i I.'.I1 i, J I i , ' , 1iIlk i i Iv (, 1u), I () 1 1.1,33 0 We r'
conl;idlq',- v I I I 1w rem i I n , t; , Q1, I ,c ';qi ler,., i[W li Pi hbl V.'lI 	 0 



E:Xh rll 3'-,1 

Audit of Global FExchanue Incorporate:d 
ISAID/Bolivia Contrac:. 511-058--130-HtCC 
tland i c raFt xport l)-ve! opmlent Proj ect 

Ineli ible C o~r: Qs.s
 
Home Office Technical Assisz.ance - Salarits and Benefi .s
 

Invoice Number 	 Tneligible Note 

511-1 larch 19 $ 805 (A)
 
511-3 Mav 1996 19 
 (B)

511-4 June 1986 4,989 (C)
 
511-9 Novembr !1, 1986 36 	 (B)
 

Total COuesioned 	 $5,849
 

Note A: 	 In March, Global claim--1 18 hours for project coordinator, which were 
also claimed for ;he firs! week in April. 

Note B: 	 Excess ini salary cmpu:at ion For necretaries. 

Note C: 	 in J.rh-, (1),al lair l $1,-20 wi..hout any support.. In addition, 
Global laimel n hours in excess overtime reported for project 
coor nalTor, t,:l .teduc:.ion (Knclinj leave and benefits) $269. 



[xlii bit -) 

Audit if G(lobal Exchange Incorporated
 
USAI D Bol ivi- Qontract 311 -0S83-1,30-1WC
 
fkandicia ft Export leveloprent Projcct
 

Inel i i h IP Cort rnct ,osts
 
tkone Office Technic: As;siSLance - Overhead
 

Invoice Number Ineligible Note
 

511-I .hr(h 1986 $ 547 (A) 
511-3 WLiv1986 13 (B) 
511-I .in- 1002) 3,381 (C) 
511-9 Noveimher 11, 1986 24 (D) 

Total Qiuestioned $3,965
 

Note A: Ovrhead it 68% on salary and benefit questioned. See 3-a(A).
 

Note B: 'v(,rhead it 6 81 on $1l questioned in lay. See 3-a(B).
 

Note C: Overheal At 681 on $1989 quegtioned in June. See 3-a(C).
 

Note D: Oe rhead at 81 on $36 questioned in November. See 3-a(D).
 



-xh i !it 3-c 

Audit of Global tLxchinime Incorported 
ISAII) FI livi i (ont ract 311 -058.3-130-11CC 
liandic ar]t '!xport I),v,'!opinlnt Pro jec) 

I i , ,ontr ct Cnstls 
Home Office Technical Assistance - Travel and Transportation 

In voice Nu!mber 	 Inelicible No te 

$ 388 	 (A)511-2 Apri 18; 

511-3 5av ]Se 12 (B)
 
511-3 hul1v lQ.. 682 C)
 
511 - A. vust 198, 585 (D)
 
511-- pteeber 1)Sn 458 (E)
 

1I-9 Nove;nber 1. 1980 1,843 (F) 
311-10 Termi na i:;n Invice 113 (B) 

Total (,Uestioned 	 $,1,081
 

Note A: 	 Lunch for ADLA\'s Directors and wives t250; this should be paid for by 
G-I, not charled to the cont ract. In addition, $138 in per diem 
Computati'm was for costs; such a- landrv'. 

Note B: 	 Excess "p' r Jl-,Il co ;rlvelti.on, 

Note C: 	 Globa! claimed ,exces,-s in prr lim for Global Prsident 's trip to 
Bolivia. Amwn t ciiil ii, )00, arct lil computation $1,319. 

Note D: 	 Project (ordintr t trip L i . \i frit' nveiQst ilfitedl by $3)83. 

Note F: 	 Local travqpl i, - tmr osu l't ip'{row,r vcd by ADA.shut lItaut 

Note F: 	 Fxcess ,)f in J 1,m $1, 680 ,r(jc,:t$163 per I pl, for ordinator's 
costs ciaimed twic(, Pctobrr and Novembe, ). Airfare lasl-aPa:-Nash. 



Exhibit 3-d 

Audit of Global Exchange Incorporated
 
USAIDl13olivii Contract 511-0583-130-11CC
 

Itandicraft Export D)evelopment Project 

Inelipi l Contr:lct Costs 
Home Office Technical Assistance - Training and Promotion 

Invoice Number Ineli i Ie Note
 

511-1 Juno 1086 $ 102 'A)
 
511-6 Auust 1986 7,857 (B)
 

Total Questioned $7,959
 

Note A: Excess 
show. 

of $102 in per diem computation. Trip to California trade 

Note B: Import cost of raw material from Peru. Of the total, $9,642, Global 
paid customs fees, which were $1,785. The remainder of $7,857 for 
raw materials was paid by AIDAM. However, USAID/Bolivia reimbursed 
the total $9,642 to ADA.M instead of only reimbursing ADAM for the 
$7,857 of raw materials. 



Exhibit 4-a 

Audit of Global Exchange Incorporated
 
USAID/Polivia Contract 511-0583-130-H1CC
 
[eLndicraft Export Development Project
 

Ineligible Coiotract Costs
 
Short-Term Technical Assistance - Other Direct Costs
 

Invoice Number 	 Ineligible Note 

511-1 
511-2 
511-3 
511-4 
511-5 
511-7 
511-10 

March 1986 
April 1986 
May 1986 
June 1986 
July 1986 
September 1986 
Termination Invoice 

$ 76 
58,4 

1,206 
316 

9,032 
4,251 

230 

(A) 
(B) 
(C) 
(D) 
(E) 
(F) 
(G) 

rotal Question d $15,695 

Note A: 	 Excess in per diem computation.
 

Note B: 	 Long-term adviser's mother-in-law health costs were not eligible, 
$179. Excess in per-diem computation for Global's Vice President and 
V.P. Finanace for $130. In addition Global accountant's trip to 
Washington ($27) was not a Project direct cost, and therefore was 
inel ipible. 

Note C: 	 Excess in per diem computation for project associate, Coordinator and 
Long-Term Adviser of $1,041. Also, $165 airfare for short-term 
adviser not approved by ADAM. 

Note D: 	 Excess in per diem computation of $151 plus $165 airfare for
 
short-term adviser not approved by ADAM.
 

Note E: 	 There was $8,000 in salary claimed for short-term adviser not 
approved 1v ADAM. Additionally, $730 in excess computation of fees 
for short-term adviser, and $302 for her trip to San Francisco which 
was not approved by ADAY. 

Note F: 	 Short-term adviser's fees for May and July for $3,005 were claimed 
twice CRulv and Septemb,&r). Additionally, $1,142 in expenses for 
short-term adviser's trips to Argentina and Uruguay was not 
authorized by' ADAM. Finally, short-term adviser claimed $104 for 
laundry, tips and excess inper diem computation. 

Note G: 	 Costs not directly related to the project (legal fees).
 



Exhibit I-

Audit of Global Exchange Incorporated
 
USAIDl/Bolivia Contract 511-0583-130-IICC
 
Handicraft Export D)evelopment Project
 

Ineligible Contract Costs
 
In-Country Direct Osts
 

Invoice Number Ineligible Note 

511-4 
511-5 

June 1986 
July 1986 

$ 2,029 
4,399 

(A) 
(13) 

511-6 August 1986 769 (E) 
511-7 September 1986 1,889 (C) 
511-8 November 14, 1986 14,383 ()) 

Total Qjest ioned $23,469 

Note A: 	 Excess in housing a]lowance computation for long-term adviser. 

Note B: 	 Excess in housing allowance computation of $2,825 for long-term 
adviser. Additionally, $1565 in international travel for consultant 
not approved by ADAM, and $9 in entertainment expenses. 

Note C: 	 Excess in housing Allowance computation of $620 for long-term 
adviser. In addition, $1,269 in airfare for short-term adviser's 
trips to California and Argentina which were not approved. 

Note D: 	 Costs paid directly by ADAM and reim)ursed by USAIli/,olivia.
 

Note E: 	 ADAM approved long term Adviser's trip to Ni)ntevideo to hire quality
control expert; however, trip included 8 additional days in Asuncion 
and Buenos Aires which were not approved by ADAM. Excess per diem 
claimed, 	$709.
 

,
 



Fxhi hit 5 

Audit of Global xchange Incorporated
 
USAID Bolivia Contract 511-0583-130-1HCC
 
Handicraft !-xport Development Project
 

Contract Costs Suspended for l.ack of Support
 
Long-Term Technical Assistance
 

Lack of
 

Invoice Number Support Note
 

Salaries and Benefits 

511-1 March 1986 $710 (A) 

Total Questioned 	 $710 

Overhead 

511-1 March 1986 $135 (A) 
511-10 Termination 392 (B) 

Total Questioned $ 527 

Allowances
 

511-9 November 14, 1986 2,300 (C)
 

Total Allowances $2,300
 

Note A: 	 Long-term adviser's contract was not signed until 4/1/86. There was 
no justification on file for salary payment in March, overhead was 
19, of $"00. or $135. 

Note P: GIl tolivian office was 
justification 5n file for 
after this Jar-. 

closed November 14, 1986. 
claiminp overhead for the 

There 
Bolivian 

was no 
office 

Note C: No justification or 
effects shipped from 

supportinpt documentat ion 
Bolivia back to U.S.A. 

for long-term adviser's 

("C,
 



6 l~xiihit 

Audit of (;lohal FIxchanoe Incorpora ted
 
USAIL'/Bolivia Cx)ntract 511-0583-130-11CC
 
Handicraft Lxport Dlvelopment ProjeCt
 

Cont ra ct Costs Souspend ed for Lack of Support
 
llme Of fi c Tchn ical Assistalnc
 

Lack of
 
Invoice Number Support Note
 

Travel and l'Iansportat ion 

511-2 April 198o $ 221 (A)
 
51!--1 June 1986 275 (B)
 
11-6 AiwUSt I C)0 350 (C)
 

511-8 ()ctol, r 11986 673 (D)
 

"[ctal 'lavel ,and Transportation $1,519 

Traininp 	 and Promotion 

511-7 September 198b 	 215 (E) 

Total Training and Promotion $211 

Note A: Project Coordinator's expenses claimed for trip to Bolivia. No 

supporting documentation found. 

Note B: 	 No support ing, docum'ntti on found. 

Note C: 	 Project CooydMatoi- 's trip Washinton-Xenia, Ohio-Washington. No 
(locililnent ;t it-i found.l 

Note D: Airfar, cost,; of' ,)180 plus related expenses of $493 for trip of 
hloaIl IIreis(Ient and V.P. for finance to hahilnton. No 

doCumeHtlait oii found. 

Note E: Shipping of saimples to bout ique show. No documentation found 
regardini the show. 
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pule -r-t2 

Audit if (;nhi] WI hXCnpo, Incnrpordt'd
 
IJS VIPP0l iV i a (k jtror t 11-a)5-I;, -I 1CJ(
 

Hand crf t r TS,.,.',,I+ uopmr:'nt 	 j ect 

Cntra.t! hstq KospW01 !, J " i Wk, of uppOrt
 

Short -l 'Irm"t'chtri ;:I \.s i sta c
 

lock of
 

Invoice Number 	 suppor Note
 

Other Direct Cost 

511-1 Yarch 1'186 $ 234 (A)
 
511-3 MA 194" 461 (B)
 
51 1- hnr l1 0,) 95th (C)
 

511 -5 hi i4 50 (D)
 
51 1-b .\n'o I 9 1341 (E)
 
511-- Sept emir 1)8o 211 (E)
 
311 -0 ,,4ovror 1 1, 1986 511 (E)
 
511-1 Irmirvr ion Invoice 250 (E)
 

Vot:il 	 $3,360
 

In-Country Pirect nosts 

511-.1 Jur 1988 $ 3,067 (F)
 
511-, August 198 786 (G) and (H)
 
S1- Octobder 1986 364 (G)
 
511-') Novemixr 11, 1986 3,111 (G)
 

Total 	 ,$-,328 

Note A: WioW1's President's local travel and related expenses $234. No
 
sipportin.o documentoti an found.
 

Note B: 	 Airfarr for ro jest ooIrina:tor $16 :nd Dj. Martin $270 plus 

misc,+ll n , 2 icJ' ,xpn , h2 . Vo ducumnt tion fo nI1 	 ' 

Note C: 	 [.onp-twrm: a lvir's Wiltet cot $h2; plu),1 short-trrm adviser per 
diem expe-vs $331. N Am un;ilt Ii ion fotid. 

Note I): 	 J. (. t a ' eX;'iq,s o (eo(tn:0,' t ! K n .or 	 ition 


Not- F: 	 1 .. e "f No) ,'lilrv 1 0 lo|IM"' r" ,t'. o 	 l Ion . 

,
Note F: 	 ,ff ice eqj i ,nr 28uH 1 t.1,phow ( ost, for Bolivian officer 

$169. No supp irti , dooimfntii itiol louni. 

1J
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Note G: Bolivian Office expenses. No documentation found. 

Note H: Long-term adviser's trip to M0ntevlv) incl"tJi&, a thr-e-day visit to 
Asuncion and f1,r JtaIys in Argent WA Which Wrv0' approved by A.IAM. 
In addition, ,locumintatIo provided doe not justify visits to 
Asuncion and Arunt i . rIM is therr arnv h reakdown to deterniin, 
actual co. t o f :ipprow', portion of trip. 



hon!
it of ' l I 1xch.ingw Inc..iporatedl 
F I'\i id Cont-ijct 41 -0_583-1 30-11CC 

k'Ind f I xp>'rt P- o I lolrirt Pro jectft 


Stu!conlt itt ('o t ' P .1bi 1 11v ,tat cr int 
F:ashi n INt t tit. ( f1'kh[lo Q.v 

Line items he-n Item udo.ted .Ai ot ls- ioned [t
Ani a tmdted 

Nflaries

A." i ce 
 $ 3iS07 $.1',bl $ I,'(,() $1.,5.1((:)51,1( $I Slow- 1 8 2 3 2 ,.(C) $
S-,c u t Iry 60. 111 10, 8817+( 7 ,7 3 2 

I,S'-tot31 
 $123,'- $38,217 $ 1,81() $28,851 $ 7,6 

%_,. 
 08,061 
 1;,I2(C ) 199(A)A,1:7, 
anld (1B)


Ot e t [)it ect (:)sts
+-l ,;I:tgplI ies 0,000 184 1 .
 

Telephone, 1,
It'i I. Mtail 1000 337 3'
 
Ir.v.- 1
I 1'(7l 6,000 9.16 459(F) 487< t ' - 1 1 9 8 k4 1 ,1 6 13 ( D ) 4 5 ( F 4 8 -1 

" .i 't.irv Support I,500

Resrr,:h Assist ant 
 2, 300

Sub- total,I $4,9+9 
 T-T39
 

(ether I)irct Costs
 

Consultants 
 $261 per 
 191 835 15,712
Pcr ,iem 8.580 1,521 197 (E) 1,324

Sufb-total 
 $200,115 $17,263 
 $ 
 - 0 - $17,066 

1Fxcess \.otlnts Claimed for FIr 
 1,283 17 ,283(G)
tw- Global
 

Grand Total $441,212 $80,558 $20,421 
 $29,310 $30,827
 

310 Fee on Subcontract 
 22,061 4,028 1,021(H) 1,465(I) 1,542
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Note A: 	 Overestimation of A. Price salary. Claimed on estimated 
salary payments of $2,424 per month, when actual salary 
payments were $1,720 per month plus $50 over actual 
secretarial costs. 

Note B: 	 55% of overhead on salaries.
 

Note C: 	 On September 16, 1987, FIT presented a final invoice from 
November 15 to May 31, 1987 covering salaries for 
employees. Until that time, FIT only claimed $9,367 in 
direct salary resolution in $5,152 in overhead claimed. 
Total invoice $28,851. (Contract terminatel on 11/14/86.) 

Note D: 	 Costs not related to the proiect claimed by the Fashion
 
Institute of Technology.
 

Note E: 	 Medical costs for A. Price and E. stone claimed. Costs 
not covered under the contract. 

Note F: 	 No supporting documentation found.
 

Note G: 	 Global claimed a total of $80,558 for the FIT
 
subcontract. Although, FIT claimed only $63,275t
 
resulting in an overstated cost of $17,283.
 

Note H: 	 Fee at St over ineligible costs $1,021. 

Note I: 	Fee at 51 over Costs suspended for lack of support $1,465.
 

. .. 	 4.)
.4i. .. 




I PHNI 

7.F F EIFEI F E :i: ?213 
 CERG: AID
.zt" *"UUUUZZH 

­

rI cT RPIG
 
C6.064 JUL EE ALD
 

FM ArEtIASSV LA PAZ 
TC FU~hTG/AMEMBAS!Y TEGUCIGALPA 0690 

-INFO F EHC/SECSTATE WASEDC :845 

UNCIAS IA PAZ CE313
 
AIDA C U, A:ID 

( I: 1 
, FOR PIG/A/TlGU CIGALPA DA' 1988 

.. .... .... JUALPA 
SUIJECT: DRAFT AUrIT RIPCRT CY GLOPAL EXCHANGE INC.,
 

-CONTRACT 
 NO. 511-95631-13e-ECC 
 I oPrrtc! 
1. USAID EAS RZVIZI£11D SUMJFCT DRAFT AND CONCURS WITH
 
FECC . .TIOt•S AND FINrINGS. PLEASE ISSUE FINAL ASAP.
 

I.c 1:.4D APPRECIATES FIG/A ASSISTANCE IN CONDUCTING.
 
iTEIs AurIT IN A TIM-7.Y AND OEJECTIVE MANNER.
 

NNNN
 

UNCLASSI.IED LAPAZe 6313 

W4,;:
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List of Report Recommendations
 

Recommendation No. I
 

We recommend that the responsible contracting official(g) for
 
USAID/Bol ivia:
 

a. adjust the Global Exchange Incorporated claim upwards by $4,120 in 
eligible costs Incurred but not claimed;
 

b. disallow $100,901 in Ineligible costs claimed by Global for costs not 
reimbursable under the project;
 

C. suspend $45,907 in costs claimed that were not properly supported,
and therefore could not be determined to be reasonable, allocable,
and allowable under the contract; and,
 

- - ~ 4 - ',' " ; =: ?: i , . •;.: ' :, 4" - ':: L : 'I. < ' - i:(i;4 -:'- 44-444 - '4-
; -L 44 - .;. ,C;d.
4.44-444 	 :'% ' : "? .4--4.4-.- ..: ., /% :/ :/ 4'4;- ;-, 4- negotiate' : general and administrative. , - expense,; /;./ not to. exceedL 4$17,201.i -,-:..- 44 '4- 4,44 

,

4-a , ;Z44 /-4, "; • : Recommendation• : , ,; !. iL ,"! :'i!/,,":.:;i-": , 

No.",/":.. 
2 ? , ',::444. - 4 44"-/
.............................
:/ - ,> '.:: - , U.........
.....
:L,ii/ i::. ,,.: ,'.. = , : - i 4 4 4 4 > 4::i 4-:4 '4 4 

.----­ 4-,?- 4;: 4 / 4•i---,- :
 

We recommend that the responsible contracting official(s) for
 
USAID/Bolivia:
 

Reomenato . -	 44 4"
a. 	 in the future, request the appropriate Inspector General-off ice to -. 
USI/Bleperformr-m;niva.pre-awardtht reposile.of contractors o-]ia1s)4--:: r,::.::.:!- surveyshe selectedcnacin. prior to the

execution of contracts, whether the contracts areadjst4teGioal -" £x-hn,-'4n-orora4d clam upardsdirectly controlled...-	 I-. ­by the M~ission or by the host country; and	 
..
 Icure
4-eigbl-cst 
 . ... -b--~lied.. 
.... reimbursable--~-'---
uner the4 4 p~4 roject ;---4---, 	 4 44-.:4 44444:4 4444444 ..4. --- _•.. 	 F:: i!:4~:44l4lg4ble-1Costs44 , 
 , claime44 b4 ,Global 4or-os4- nt : ",b. not enter Into future contracts with Global Exchange Inc., until an- i 	 4-iame ,spend- '~4$4--07 444 -ot ~.4ha-44 4reno :pr~el~ 4s~i ...........
independent auditor certifies the adequacy of their financial records.- ould 	 .('d44rmn 4Fnot tO.4 

44--4+4 . and systemallo ablof internalthecontrols.c ntr -t andS -44'i4 4/.4&:-: : 3444444 

c44. S d-; 	 4hereor. 44:be• :rea4nab4 , all4ab
 
.4and44under 
 -: ,". 


:44d.44 negotl ate-e
44 rl nd ad-nst a.ve expense;4~
Recommendation No. 3 	 not to-~- -e-ced-444-: 
44--'*4 4-44444~44~44A- - ~4.--~ '~-4 4-44).4.- ~ -;--7 	 * -,244

" 

-:44,a:-4~ ~ ~44f444 .~-44No,444Re---commenda-444 44- 2~4~ g4nA4r4 4#4ti4~ ~ 
4: 44- 4444 that responsibleWe recommend4 	 the r 4t*4e -ponsib44<444contracting official(s)- ---rct-44 i for
tSAID/Bolivia deduct a total of $17,608 from Its final payment. to- 'Global K 

-Exchange ----- Inc: 4re44asurv44s- -44 - t rlr4.444 ' ;e: :: ': '4-44torm 4i44 44 l ct44 4 ac or44 44 ' 

4$.'eeuto, 4o44ats 

; I 4444::4bnt44r' -14-.44-!n 


f.4-4 whether44~ 44e r!:drcl::6 44o44t ..'....' ':
444-444- 4" tnt4- ff ur co 4tact. i w 'zh 	 .,4vnti4' a
$7,000 to cover direct Asociacion de Artesania y Moda/USAID/Bol-ivlia

-4.epe-n en:aNtr.crl4e4hiaeay.
& payments of Global Exchange Incorporated :E44cliindirect expenses
(hotel bills);, 	

­

4 
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$7, R57 	 ,.( cover raw mat.eri ial impor:. l ron Peru for Jif! proi. ,:-ion
of 220 sw,a: rs F,,r (-xior:. arl samples orderot bNwGlobal 
Fxch.-n- Irrp ,r' I : n, 

$1,843 ,(, c ,,wr isce lanf-oi s lobal Exchange Inc-orpo raed indlirec. 
,s:s p4i1 hy 1 \I D'BoIlivia. 

Recomm.n, in \',. 

We r,,( 	or( ,,l ,1 h.1 r,:sporis i hi Con tract i Q Of f i ci a I (s) for 
UISAr 'rll i vi a ')I ()2oha I Exchange Incorpurated ,to I i quidari* foreign
exchanip, cha r,(-s c ai fm hv :.he Cjentral Bank of Bol i via for .he of1export 
220 alpaca swoatj-rs. 
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REPORT DISTRI lrION 

No. of Copies 
Director, USAID/Bolivia 5 

AA/LAC 

LAC /D)R I 

LACUD1 1 

LAC SA,: B 1 

LAC/CONT 1 

LAC/GC 1 

LAC/ RLA 1 

AA/ XA 2 

XA/PR 1 

GC 1 

LEG 1 

AA/M 2 

M/B/ASD 2 

PPC/C DIE 3 

IG 1 

AIC'A 1 

IG/PPO 2 

IG/PSA 1 

1G/IC 1 

I ,/AIN/ C&R 12 

I(3/1 1 

R I Gi/ I/T 1 

Other RIG/As 1
 


