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SUBJECT Audit ofUSAIDlMozamblque's P L 480 Title II Program Commodity
Losses, Report No 4-656-98-003-P

•

•

•

RegIOnal Inspector General
Pretoria

DATE

TO

FROM

memorandum

June 30, 1998

MISSion Director,USAIDIMOZa~;t~

Actmg RegIOnal Inspector GenerallPretona, Peter Greene

•

•

•

•

•

•

ThIS memorandum IS our report on the subject audIt We have consIdered your comments on
the draft report and have mcluded them Your comments appear m theIr entIrety m AppendIx
II

Based on the results of the audIt, thIS report does not have any recommendatIOns I apprecIate
the cooperatIOn and courtesy extended to my staffdurmg the audIt

Background

P L 480 TItle II food grants are used for emergency and development programs Emergency
programs are dIrect feedmg actIvItIes to respond to short term unantIcIpated food shortages
Development programs provIde food grants WhICh are Implemented by PVOs Development
actIVItIes mclude pIlot programs for small-holder agnculture, nutntIOn and other chIld survIVal
programs, commumty development, and small scale mfrastructure development A portIOn of
TItle II commodItIes can also be monetIzed to fund complImentary development actIVItIes

PrevIOUS to 1997, the P L 480 TItle II programs m MozambIque dealt WIth food dIstnbutIOns
to dIslocated MozambIcans and returnmg refugees m the rural areas Food aId for the five-year
penod FY 1992-1996 exceeded 275,000 metnc tons WIth a food and transportatIOn value
exceedmg $89 mIllIon

Startmg m FY 97, TItle II programs focused on monetIzatIOnof food to generate local currency
for the use m developmental actIvItIes The value of the FY 97 program was $225 mIllIon for
commodItIes and transportatIOn
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Audit Objective

ThIS audIt was conducted as part of the RIG/Pretona fiscal year 1998 audIt plan SpecIfically,
the audIt was desIgned to answer the followmg two questIOns

1 DId USAIDlMozamblque establIsh and Implement a mOnItorIng system to
ensure that P L 480 TItle II commodItIes were receIved, stored and dIstrIbuted In
accordance wIth USAID polICIes and procedures?

2 Does USAIDlMozamblque have a system In place to ensure that all local
currency deposIts are made and wIthdrawals used only for Intended purposes?

Audit Findings

1 Did USAID/Mozambiqueestabiish and Implement a monitoring system
to ensure that P.L. 480 Title II commodities were received, stored and
distributed In accordance with USAID polICies and procedures?

USAID/MozambiqueestablIshedand Implemented a momtormg system to ensure that P L 480
TItle II commodItIes were receIved and dIstnbuted m accordance wIth USAID polICIes and
procedures Due to changes m the TItle II program, as dIscussed below, we found storage of
commodItIes was no longer reqUired

22 CFR Part 211, also known as USAID RegulatIOn 11, sets forth the oblIgatIOns of the
cooperatmg sponsor regardmg the plannmg, ImplementatIOn,and momtormg ofprograms under
the P L 480 TItle II program Part 211 4 covers the shIpment ofcommodIties mcludmg transfer
of title and transportatIOncosts Part 211 5 covers storage mcludmg warehouse mspectIons and
mventones Part 211 5 also covers dIstnbutIOn of commodIties mcludmg elIgIbIlIty and
monetizatIOn programs

USAIDIMozambique ended all P L 480 TItle II food dIstrIbutIOn programs m FY 1996
Startmg m FY 1997, the TItle II program has consIsted entIrely of monetIzmg wheat and
vegetable 011 Wheat and 011 are shIpped to MozambIque m bulk and sold to mIllers and refiners
who process the commodIties and sell them on the open market Proceeds from the sale of
commodIties to the mIllers and refiners are used to finance development under a monetIzatIOn
program There are SIX NGDs WhIch use monetIzed funds for development programs These SIX
cooperatmg sponsors participatmg m the TItle II program are formed mto an umbrella group to
establIsh and momtor the program One sponsor, World VIsIOn, IS responsIble for the call
forward, transportatIOn, and sale of commodIties World VISIOn IS also responsIble for the
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dIstnbutIOn of the proceeds to the other cooperatmg sponsors Each cooperatmg sponsor IS a
member of the ExecutIve CommIttee WhIch manages and oversees the monetIzatIOn program
Through thIS oversIght, the ExecutIve CommIttee acts as a selfpolIcmg force to ensure that sales
are properly made, proceeds are collected, and correct dIstnbutIOns are made USAID SItS m an
ex-officIO capaCIty on the ExecutIve CommIttee whIch allows It to stay up to date wIth the
workmgs of the commIttee and the progress of the monetIzatIOn program

As an observmg member of the ExecutIve CommIttee, USAID can momtor the status of the
monetIzatIOn actIVIty and reVIew sales receIpts and dIsbursements to partICIpants In addItIOn,
USAID can reVIew monthly or quarterly reports whIch proVIde a statement of receIpts, bank
depOSIts, and dIsbursements made to cooperatmg sponsors The CommIttee also proVIdes
USAID wIth oversIght of World VlSlon' s ImplementatIOnof the monetIzatIOn sales mechanIsm
to ensure that It adheres to pohcy as set forth m the USAID FIeld MonetIzatIOn Manual OutSIde
the CommIttee, USAID receIves documentatIOn to momtor commodIty call-forwards,
transportat IOn schedules, and transport losses SIte VISItS are also made to reVIew program
progress

The nsk of losses under the TItle II program IS low World VISIOn takes tItle to the commodItIes
when the are loaded at the dock m the Umted States The shIpper IS responsIble for the
commodItIes untIl they are off-loaded m MozambIque When the commodItIes are off-loaded
they become the responsIbIlItyofthe mIllers or refiners As a result, storage ofcommodItIes that
are off-loaded IS not an Issue Because the NOOs have VIrtually no exposure under the
monetIzatIOn program and because there IS no PL 480 TItle II food dIstrIbutIOn program
requmng warehousmg, transportatIOn, and dIstnbutIOn, the rIsk of losses under the TItle II
program IS very low

Based on the above, we have concluded that USAID/MozambIque has a system m place to
ensure that P L 480 TItle II commodItIes were receIved and dIstnbuted m accordance wIth
USAID polICIes and procedures Consequently, we are makmg no recommendatIOns

2 Does USAID/Mozamblquehave a system In place to ensure that all local
currency deposits are made and withdrawals used only for Intended
purposes?

USAID/MozambIque has a system m place to ensure that all local currency depOSIts are made
and WIthdrawals used only for mtended purposes

Ensurmg all local currency depOSIts are made

22 CFR Part 211 5 sets forth the oblIgatIOns ofcooperatmg sponsors under the TItle II program
SectIOn (j) reqUIres cooperatmg sponsors under the monetIzatIOn program to momtor, manage,
report, and account for the receIpt and use of sales proceeds mcludmg the depOSIt of funds m
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speCIal mterest beanng accounts

World VlSlon IS responsIble for the call-forwardmg, transportatIOn, and sale of commodItIes
Proceeds from the sale of FY 1997 commodItIes amounted to $15 3 mllhon These proceeds
were placed m an umbrella account under the control ofWorld VISIOn Funds from the umbrella
account were then dIstnbuted to the other cooperatmg sponsors on a preVIOusly agreed to
dIstrIbutIOn rate Cooperatmg sponsors mamtam these funds m separate monetIzed funds
accounts Both the umbrella account and the mdividual accounts are mterest beanng

Momtonng the collectIOn and dIstnbutIOn of monetIzed funds IS the responsIbIlIty of the
ExecutIve CommIttee World VlSlon mamtams a reconcIhatIOn of receIpts whIch states the
amount of commodIty receIved, rate per ton, total proceeds and the mIllers/refiners payment
schedule WIth thIS mformatIOn,members ofthe ExecutIve CommIttee can momtor theIr share
of the proceeds from each sale USAID momtors these monetIzatIOn actIVItIes through Its role
as an ex-officIO member of the ExecutIve CommIttee

Based on the foregomg, we have concluded that USAID/MozambIque has a system m place to
ensure that all local currency depOSIts are made

WIthdrawals used only for mtended purposes

22 CFR Part 211 5(k) prOVIdes WhICh uses of funds WIll be acceptable under P L 480 TItle II
monetIzatIOn programs SubsectIOn (n) CItes acceptable uses for monetIzed funds mcludmg
Implementmg mcome generatmg, communIty development, health, nutntIon, cooperatIve
developmentand agnculturaldevelopmentactIvItIes agreed upon by USAID and the cooperatIng
sponsor

The $153 mIllIon m FY 1997 monetIzed funds from USAIDIMozambIque's P L 480 TItle II
program are bemg used pnmarIly for agncultural development actIVItIes Followmg are some
projects we VISIted to venfy that monetIzed funds were bemg spent for uses acceptable under
USAID RegulatIOn 11

• World VISIOn - ManIca

MonetIzed funds from USAIDIMozambIque's P L 480 TItle II program are bemg used by
World VISIOn to rehabIlItate the Sussundenga Agncultural Research StatIOn m Mamca The
project, WhICh started m October 1996, IS dIVIded mto three components rehabIlItatIOn of the
statIOns mfrastructure, seed multIplIcatIOn, and adaptIve applIed research

These three components qualIfy as agncultural development actIVItIes The rehabIlItatIOn of the
statIon's mfrastructure, WhICh mcludes rehabIlItatIOn of the lITIgatIOn system, IS necessary for
the statIOn to carry out ItS functIOns The seed multlphcatIOn program has sown fifty-eIght
hectares of fertIle land WIth sunflower, maIze, sorghum, mIllet groundnut and pIgeon-pea seeds
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The adaptIve applIed research program aims to Improve crop management practIces and IdentIfy
hIgh yIeldIng, pest reSIstant crop vanetles In total, twenty tnals were planned

•

• • Save the ChIldren FoundatIOn - Nacala
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Save the ChIldren FoundatIOn IS USIng monetIzed funds to Improve crop productIOn In Nacala-a­
Velha DIstnct In northeastern MozambIque AddItIOnal monetlzed funds are bemg used to
Improve farm-to-market roads to gIVe farmers a better OppOrtulllty to sell theIr produce Crop
productIOn Improvement IS bemg attempted through the deployment of program extensIOlllsts
ExtenSIOn IStS form farm groups of approXImately a dozen farmers each The groups m tum
develop demonstratIOn plots to test varIOUS crops mcludmg maize, beans, and groundnuts to
name a few Improvementsm farm-to-marketroads are carned out through labor mtensive cash­
for-work programs The Improved roads provIde farmers eaSIer access to markets and the cash­
for-work program prOVIdes a WIdely dIstnbuted wage earlllng OPPOrtunIty for people withm the
target areas

• Afncare - ManIca

Afncare IS usmg monetIzed funds on projects to mcrease commercIal crop yIelds and Improve
human nutntIOn m Malllca provmce ThIS IS bemg done pnmarIly through the mtroduction and
expanSIOn of 011 seed productIOn and Increasmg the aVailabIlIty of 011 seed presses By growmg
the 011 seed, farmers are provIded a cash crop or the 011 from the seed The 011 product IS the
source of much needed vitamm A and the pressmg process has created a cottage mdustry for
local farmers

Our reVIew ofthese projects venfies that monetIzed funds were bemg spent for uses acceptable
under USAID RegulatIOn 11 In addItIOn to the above programs, monetIzed funds are also bemg
used by CARE for an OIlseed and agncultural dIverSIficatIOn program m Nampula, by Food for
the Hungry for crop testmg m Nhamatanda, and by ADRA for agncultural enhancement (cashew
trees) and road rehabIlItatIOn III Memba

Therefore, based on our SIte VISItS, dISCUSSIOns and documentatIOn reVIew and analySIS we have
concluded the funds denved from USAID/MozambIque's P L 480 TItle II monetlzatIOn
program have been used for acceptable programs as proVIded under 22 CFR Part 211 5(k)
Consequently, we are malang no recommendatIOns

Management Comments and Our Evaluation

USAID/Mozambique dId not have any substantIve comments concermng the report but dId
make some editonal correctIOns whIch have been mcorporated
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APPENDIX I
Scope and Methodology

Page I 0[2

SCOPE AND
METHODOLOGY

Scope

We audIted USAID/MozambIque's momtonng of TItle II commodItIes and monetIzed local
currency actIVItIes m accordance WIth generally accepted government audItIng standards The
audIt was conducted from January through March 1998 Our audIt penod was fiscal year 1997
and mcluded all USAID/MozambiqueTItle II commodIty shIpments made WIth fiscal year 1997
funds CommodItIes shIpped durmg FY 1997 mcluded 58,489 metnc tons of wheat and 6,000
metnc tons of OIl Total value of commodItIes shIpped was $226 mIllIon mcludmg
transportatIOn OfthiS amount, $15 3 mIllIon was monetIzed

Methodology

To answer the audIt obJectIves, we revIewed the P L 480 TItle II files m the Food for Peace
Office at USAID/Mozambique We revIewed documentatIOn addressmg the callIng forward of
commodItIes, survey reports on foods off-loaded, contracts WIth mIllers, and local currency
payments to World VlSlon In addItIOn, we revIewed documentatIOnat World VisIOnconcemmg
the depOSIt oflocal currency and payments oflocal currency to other NOOs participatmg m the
TItle II monetIzatIOn program

We mterviewed USAID/Mozambique offiCIalS along WIth World VlSlon offiCIals and offiCIals
at the five other NOOs participatmg m the monetIzed TItle II program In addItIOn, m March
1998 we VISIted SIX field programs funded WIth monetIzed funds These programs mcluded the
Food for the Hungry program m Nhamatanda, Africare m ManIca, World VlSlon m Mamca,
Save the ChIldrenm Nacala, CARE m Rtbaue, and World VlSlonm Muecate We revIewed the
programs m operatIOn and mterviewed program offiCials

USAID RIGlPretona Report No 4 656 98 003 P
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APPENDIX I
Scope and Methodology

Page 20f2

Our documentatIOnreVIew allowed us to evaluate the mformatIOn aVaIlable to the MIssIOn and
provIded us wIth the mformatIOn necessary to answer the first objectIve Our mterviews wIth
MISSIOn, NGO, and program officIals and our reVIew ofNGO and program documents provIded
us With the mformatIOn necessary to answer the second audIt objectIve
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APPENDIX II
Page I of2

UNl1'ED STATES
AGENCY 'FOR WTERNATlONAI., DE\lEl.Ofi'MENT

~fiAJD glS$IOM TO MOZAMBIQUE

ru F/Ii'II,A.DE IICIu1SI.. tot
lIAl'UI'tl, MOl;IINlIDj~
~PQl"UL-m

TElEIC II-I~ UlldH/1l
lYlEf'I<II.Ii:~Ul-. ,_
R!,'C1~

Me.m Q.ran dum
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From

Date

Referenee

SabJKf

USAID/406198fmk

AudIt of lJsAIDlMoea IIJblq'Oe~&P 1... 488 T.rtle n :Progn.m
CommodJty Lo!IIIfl., Report No 4-656-98-00J..P
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We reter 10 tbe above audit and to your memorandum. dmed May 20 1998, requcstJDg
comments fur mclusLoo In the final report WbJ].e the MI'lJilOIl h.as no- SUbstantlVC:

commenTS to~ there are a few edrtonal COucchon, whlch we bave note below for
yeur c0n31deratJon when ISSUing the final r-eport.

~3~ ps.ragrll-ph 1:
.. on the E""J:ocut-.ve Commmee wh1cll allOw.s then to stny ". please n:place 14theD"
wrth Itit"

?lIjtfl 3, paragraph 2
• lJSAID receIves docl1Dle:ntatton to mowtor commrnhty calI·ups ir8nSportatlon

schedoles,.lU'ld ahlP l0S5es" - pl=a!leI'Ci'lBCC' caU-ups" WLth '·l;:lIln-roJ'Wallds~.and
replactl "'slnp IO!!Je;!I" Wlth "transport I.os.w.s'"

Page 3, No. 2. Iluav-apb 3:
I WorJd VISlO11 IS ~pooSlblc for tile e.tll transportatIon I!nd sale ofcommodJues...

PJe3$e rq>laoc liuJ5 seot.Mce W1th the: foJlowlng "World VlSlon IS respQJl.l;!blfi for the call
forwarding, transportatlOD, and saIe ofcommoditieS ..
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Page 2 of2

• Pltge2.

P:age 3, Worid ViSIOQ ~ Malllta,p~ph :}
"In total twenty lrJals were planned ~ - please repla<:c wlth "In t&r:lt~ twenty tliah wer~

planned n

Page 5, Atnean - M2nk~ ~gnpb 2'
PJ~~na1l: that Nfood for the Hungary" should read Food for the B lin~ry"

Pa81il7~ MethlM!oJoKY, pJlragraph Z.
Please note lflat "Food for Ihc lIungar,y" should rc:ad "FoOd for th~ Hungry"

ThllJ1k you for the opportun It}' ofconunent:1ng 00 the contenls ofthe draft ~udlt report.
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