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MEMORANDU:

TO : Director, USAID'Peru, Donor M.nLlion
. (,éu/v\_vj)— ll hfv&?\b '»
FROM . I:[’;\ [. (einage N, UunHJ AT,

SUBJECT:  Audit of O5AD e fabtie Law 480 Title 1 and Section 416

The Office of the Regicnal Inspector General for Audit/Tegucigalpa has
completed ire audit of the USAID Peru Public Law 480 Title [ and Section
16 programs.  Five copies of the audit report are enclosed for vour
action.

The drars whit rwport wis submitred to o von Dorocorment and vour comments
are attached a3 Appendix 1ote this repart. The report contaens four
reconnendations.  ALE Tonr recommendations are unresslved,  Please advise
me within 30 doves of anv gotions taken to implement ?‘ww reconeniaat 1ons,

I appreciate the cooperition ant courtesy oxtended to my staft during the
sl

Attachments: a/s
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B, Aadit Ohgetives and Scope

[ Offpce ar e Reojoana b dnspector General  for Audi U Tegucioslng
poerformed o onroeren resghts it of USAITD Pera’s Public Law A80 Title |
and Avrienbt el At of 19wy Section o Sucar Ouota proarams., This

kit W seteoo s hecape of sy Donare ssione o amterest i borald
currenc s, e it oiviectives were to determine whether e Taoal
SUrrenctoes  ocener oot ony the comnodity o sales were ofYectivels usel L)

promote cooponic develepment and sl f-help inttiatives and iF they were
proviled in daccordince with the respective comnodity sales agreements,
This awdit wes conducted during the period November 4, 1087, to March 25,
1982 a0 did not review how the PLOA8Y commodities were used after they

1. 3 “ M
Had beon soid,

To aceamplish the ohjectives, aulit {ieldyork included both reviews of
pertinent files, vecards, and reports and incerviews with officials and
stalt owv CBATD Pera, the .S, Department  of  Agricuiture,  the .S,
imhassy, thwe Sovernmeat of Peorg Mraistey of Teonomy o and Finance, various
tmplegentine oensies, the Natitonal Bank f Peria, and with pnporters,
Visits worse made ro affices of 20 of the 37 osrevects tanded with PLO180

Ditie 1 oand Sectron A sules proceegs under the ¥V 1ds proeram, The
andie coverad ahaoae 355, mr b ion in osales procecds gnder the preements
Tor Tisoal vonre Bl oand 1axh, o TRe aoreements fop BY O LOKRT were also

inchwledt i oar audie but Sales o the commudities hid not ver heen
compieted ot time of  the anldie Tue extent of aaternnd controls
roviewes woes himite !ty the dasaes in this rejort. The audit was made in

acenrdanse with cenerally ccepted covernment nnlioane standards.

o thae report o oavotanes rat o1y e ot o 3 was used unless
stherwicor specr ooy noted, The 15 000 Inet vy b mate wis the average

of ficial  rate af eochanne  in ctfect during the  period  when  the
commodityes andes review  arrived 1 Perinoand o when most of  the sales
nrocecds were desosited into special oaccounts,
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PART IT - mESHGS b 2oy

The  aul: Pisclosed  thar rhe cowveinent of 0 Pera had not nrovided
appropriate evidence that it Lad o effective iy used Public Law 180 Title !
sales procecds Tor pmtually aoreed uvon proiocts ney had 1t accounted for
all the coamedity sales procesds  in docorience  with the 1ospective

comnot

LUV oagrecrent s,

HSAID Tere generaliy aprecd that the  prosram needed o be nore
offrcrivelv nanaced.  tven hetfere the audit, 1t has talen steps toward
that objective, suceh ae Jdesignatine an individual to mansee the program
on o tell-time basisoand oratting an anternagl written guide to deiiniate
marage ent e resanaihibityee,

The gt tonr Dindioes shoy that the progrm was not manaped  in
compliance with the PLOAED apreements,  PLOARS sales nrececds were not
apptined te vlentifable developient progectss some sales nroceeds were
withdrawin o uanknown porposes: others were not depasited as required;
and the vroorye’ < socounting and Tenorting Ssvstens were hadequnte,

This repors recomaend- that USAID Fero rrovide evidence that the GOP has
Axpendes The commod ity sales proceeds oroputas e sgreed upon deve Toprent
proijectsy has o amplemented naintacpance of  value procedures over  siales
proceeda: e denocrtes and acoonnted tor ot o apnlicable sales nroceeds
and apterest earnet thereons ond o is orsvidine che reguirved certified

report s on the recipts and expenditures of  the local currency  sales
procecis and interest earned,









However, o review or 20 of the 35 projects, for chich Fisodd Year 1980
PL 8D commo ity <ales proceeds had heen propcammed, disciosed that e
flow of 600 counterpart conteibutions had not beep satisfactoryv, Fo
example:

== 12 progect of freiobs reported taae thelr orieingl hadeet pegquests had

been towered by the S0P,

== 10 staced that thev receirved tess than the approved budeetad amounts,

D

-- 15 said that thev did nnt receive the tunds on time,

-= 13 stated that their projects were delaved due to insufficient funds,

== 10 reported that their projests woere delaved airs to lateness of funds,
Of even oreater sioniircance, the non-utilization of the sules receipts,
be it rre ceenlt 7 desion or oversight, has o ceonlued ioow o stenificamt
Fimination in thels vulue from the toae thev were deposiiad in the
Sspeciial  account: untiloosudh time as o they ure eventualiy o oased, The
Portnvian econcmy Gt beep serionsly afrected Yer o sone time byoindlation
which hos wveraced S7 0 peoraent wnnuat by ocording e the Yo, babassy
ccomoriist o tma, Thus, notwithstandine the aterest beine carned on
the sales rec~ipts anl the t o that the GOP o had, ot Teost parnially,
supported spproved progects from o oother tund sources,  the velue of the
sales vroceeds hee been pedaces substantially since they were deposited
and such oerosion an vilae Wil continue until thev are eventually tapped

for some worthwii e parpose.

>

408

f

Memaroaule of Understandine MO U the 1ART 1085 and 1S5RT PL R0 Title
I aurcenvnts ant to the 1985 and 1937 Section 115 apresments reguire the
S0P te deposit procesds acceruine {frop the sales  of  agricuitural
commodiies vored ander the aereenents  into speciul accounts in the
Natione: Dank. o The MOUS U the Augeust 1980 acreoments farther reguare
that "Within o moath o of the stenine of this Aoreement, the Sovernment
of Pera will svovide a oten for the maintenance of veiae of these funds
in o and cabstance caticfactory to A\ TLDLGY Ine moiatenance-sf-value

reqiriement b alsg inchdea by e MO 50 July Ta8T

r
H
i

Ao S Jule 10970 neavty v ovesr afver 10ovas due, the Governaent of Peru
Vg ostite oot provided g omintenance-of svebae clun, o n Augast 2T, 1987
over 4 omonth o 1fter the [T R WG Title D gureement was signed, the
GOP'a rtimis ooy of Heconomy el fanance presented GSATD Pera o copy of a
Tettor orenine 30 lone-ters 3

300 davy o dnwerest-hearing accounts i the
Natronat st A woral ool W3, 00000000 of  the $75,300,900 I net sales
praocecds  ono derogtt b the Nationnd Pank wies transferred ot the 36
accounts, which o were Lo goorue iaterest ot 20 percent annee by, The
Mintsiry b boangav g Finae con cndere t the Aucast 270 1T letter n
falfitine ot of  the poqun vedd it enanee-of -value nlan, alowever, during
the ardit oar anptires  dreclosed oan aecumented o or o other ovideuce that
ST e oo ered tee Ny 0 HaOET D detter gn acceptable

Matntenance-=ar-y b plan, ooy e, e abiave st tion g ot beast



throe necitive impli‘w(inn% recar e the PUOIRY proeram: 1) the 1487
PLOIS) Title T oanl Section 1 Apreements were stoned withoat the S0P
navine  adbeeret ot 0 ceatrerent ob the T qoreemeians, 20 a0 letter
openine lono-Gord savines accounts Joes not e and of ttself constitute a
myiatenanee-ai-vilue  olan, andt v onlyv E230,0300,000 0 of  the  total
%y«.,w\\“% e transTopeed co anterest varing tosue-torm Aot s,

Bocauss  there> a0 been o offective oban, e 3530300,0070 cqunivaient
vatie in oaet sales proceeds from the DYST g TARO apreemencs mav have
1ost more than holb tts deposited vaiue as of September 30, Y87, even
o near by 32,000,000 1y Interest had accerdes on the fands as of that
date,  \s of mii-VMarch 1988 funds worth 2 tota! of $37,900,000 were still

on derosic in the special acconnts, 3

A

oo commodity sates proceeds were depositel 1o the special accounts at
various Gnes during the period Febroaary 198 to September 12357, Also
the GO was vrovidine funds to the gointly approved projects slbeit not

1 from the desioonated special accoounts ad, we believe, not timely
N i caffrcrent amoants s aoted eardiore Becuuse of the variods

depesit fites an! olven e fqct that 500 nonies were fiowone o the
projest., o Drn:i%“ Toss of value cannot b apolated, Nevertnoiess the
avaragse anusl o inflation rare in ““rd Wvine e perood A8 1o Septonber
1937 wae abna 8’ poreent, Thercfore ot one  (okes  the oripinal
$35,500,000, Gt it Seproaber 1987 real value of about ﬁ’” 700 000, plus
the nesxcic 12,700,009 corned in interest, the total s $235,300,000, uhich

Ay ,

Teaves e fand ahoue 332,000,500 in locil currvency purchdﬁlng power
short of the srioinal vilue of the saies proceeds.

et

Mansoement

USATD Peru officials did not acree with the draft report finding and
rPCOHH“liltfﬂl. The Mission's detailed response disagreed hecause: 1)
the auditor's acknowledeed thio funde were Jdisharsed to projects, so the
repori's CUNCJHQNNI was wrone in statine that (aads were impounded; 2)
the 097 us~d the sales procecds Lo peimburse  themselves  for o funds
dishureed o matuatle werecd on projects; 31 the maintepance of  value
provisions of the soreement oo longer appitiecs once the funds owere spent
and  thoo documentation wes provided thyr shows all 1985 funds were
disharseds Vi thero was a vechanisa dn place 1o expedite the Dishursement
of sales nroceedsy 5 the medle resnrt gses anotncorrect 1ntlction rate
Lo compate the sales neoteeds toss of valaer aald ob the statostics in the
report Jdsonot o suprorto the concius ol Mwawzv 'ﬁ'{ﬁ'vuru crte huadeets to
projects, nobition, JSATD Pery manasemeat requested the opinion of 19
USATD Doy protect mmavers oy the auditor's findine o delaveld resources
to e prodects b ey disaarend it e it resulus,

Off1ce 57 Dispester SGenerad Somnents

wsed oo U PoruM pesponse  to o the draft report we have revised
Findine o, b om!b tue vecommendation. We have rewritten recommendation

37 Sec footnete 1) nage 5.
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we o had o cresented this o rssue w5 a0 Ondine sath o recopmendations to
USAID-Pera v our hraft coport, Becanse the State Departazent Inspector
General has o made apprapriote veconmendarion cosaraing NP collectinn and
nanacenent,  the  rssae 1a crescnted o this final report asoan o other
pertinent matter weth the suzoestion that USATD Pera continue to extend
its nfluence and assrstance in obrtorniar sthe CHPs on tiez and at the
most Cavorable oxchanae tote lemal by avartabls,
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