PAGE 1 OF 13 STATE 204855 2120117 3967 058085 Al D8152

AGENCY FOR | NTERNATI ONAL DEVEL OPMENT
TELECOVMUNI CATI ONS CENTER

ORI G NUSAI D- 00

ORI G N OFFI CE FMPS- 02
I NFO AFEA- 04 AFSA- 03 AFFW 03 AFCW 03 AFPD- 04 AFTR- 05 APRE-
01
AFMG- 04 ENAA- 01 a.-01 BOB- 01 LADR- 03 LACE- 01 LASA-
03
LACA- 03 LAEM 01 AALA- 01 PPSB- 01 APPC- 01 PDPR- 01 GC- 01
GCAF- 02 GCAN- 02 GCCM 01 FVA- 01 FVPP- 01 APA- 02 ES- 01
SECP- 01 SECS- 02 ENME- 03 FMAD- 02 | GRM 02 APEM 01 FFP- 09
SERP-01 SECS- 02 RELO- 01 TELE-01 ENEA- 02 ENEU- 02 ENPD-
05
SEPS- 03 ENTR- 05 AAAF- 03 AAFA- 01 /105 A6 €] 21/ 2051z
I NFO LOG 00 AF- 00 ARA- 00 Cl AE-00 DODE- 00 EAP- 00EB- 00
EUR- 00 FCE- 00 10-19 AEA- 00 TRSE- 00 / 026R
DRAFTED BY USAI DY FM FPS: PLI EFERT/ KBROM: 1036N
APPROVED BY: USAI D A- AA FA:  JONENS
USAID)FM C, M USN CK USAI D) A- AA/ O T. FRY (DRAFT)
USAl Y AAY PPC, R BROWN USAI DY FM FPS, R KRAMER ( DRAFT)
USAID/ES, D. MEIN USAI DY ANV LEG R RANDLETT ( DRAFT)
USAI DY AA LAC, J. M CHEL ( DRAFT) USAI DY A- AAF GC, J. MUILLEN ( DRAFT)

USAl D/ AN AFR, S. SPANGLER ( DRAFT)
USAI D/ A- AA FVA, J. NI CKS ( DRAFT)
USAI D/ AN ENE, C. ADELMAN ( DRAFT)
USAI D/ AN APRE, H. HOLSMON FORE ( DRAFT)
USAI D/ PPC/ PDPR/ RP, D. MCCLELLAND ( DRAFT)
USAI D' G/ CCM G Bl SSON ( DRAFT)
752441  212020Z /38

R 212005Z JUN 91
FM SECSTATE WASHDC
TO USAI D WORLDW DE

UNCLAS STATE 294855

USAI DAC

E.O 12356: NA

TAGS:.

SUBJECT: SUPPLENMENTAL GUI DANCE ON PROGRAMM NG AND MANAG NG HOST COUNTRY-
OMED LOCAL CURRENCY

REFS: (A) 87 STATE 325792; (B) 87 STATE 327494; (C) 90 STATE 392326;

(D) 186882
1.0 | NTRODUCTI ON

1.1 PURPCSE. | N RESPONSE TO STRI CTER CONGRESSI ONAL REQUI REMENTS TO NMAI NTAI'N
ACCOUNTABILITY OVER ESF-, DA-, AND DFA-GENERATED HOST COUNTRY- OMNED LOCAL
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CURRENCI ES, FINANCI AL NMANAGEMENT IS | MPLEMENTI NG NEW GU DANCE WHI CH MORE
CLOSELY DEFINES M SSION RESPONSIBILITY IN PROGRAMM NG AND NMANAG NG LOCAL
CURRENCY.

1.2 APPLI CATI ON. THI'S GU DANCE APPLIES TO LOCAL CURRENCY GCENERATIONS OR
DEPCSI TS UNDER: CI P, SECTOR ASSI STANCE, OR ESF CASH TRANSFER PROCGRAMS, DA- OR
DFA- FUNDED NON- PROJECT ASSI STANCE, AND P.L. 480 PROGRAMS. TH'S | NCLUDES LOCAL
CURRENCI ES MADE AVAI LABLE UNDER THESE SOURCES, BUT HELD BY NGOS OR PVCS. THI'S
QU DANCE ALSO COVERS THE NMANAGEMENT OF LOCAL CURRENCI ES HELD UNDER TRUST FUND
AGREEMENTS. HOAMEVER THE LATTER |S COVERED AS A SEPARATE | TEM ONLY THE
GU DANCE UNDER PARAGRAPH 8.0 TRUST FUNDS, APPLIES TO LOCAL CURRENCI ES
PROGRAMMVED I N THI' S MANNER.

1.3 EFFECTI VE DATE. TH' S GUI DANCE | S EFFECTIVE ON JULY 1, 1991. EXCEPT FOR
THE PROVI SIONS THAT ARE CONTAINED IN REF. B, TH S GU DANCE IS NOT RETROACTI VE:
IT APPLIES ONLY TO NON- PRQJECT ASSI STANCE ACREEMENTS SI GNED AFTER THE DATE OF
THI S GUI DANCE. HOWAEVER, SOME M SSI ONS MAY BE UNABLE TO COVPLY W TH THE PQOLI CY
ON JULY 1, BECAUSE THEY ARE IN THE M DST OF NEGOTI ATI NG NEW AGREEMENTS W TH THE
RECI PI ENT COUNTRY.  GEOGRAPHI C BUREAU ASSI STANT ADM NI STRATORS (AAS) MAY WAl VE
THE EFFECTI VE DATE OF THE NEW PCLICY FOR FY 1991 OBLI GATIONS, AS LONG AS SUCH
WAI VERS ARE NOT PROH BI TED BY STATUE. WAI VERS FOR FY 1992 (AND SUBSEQUENT)
OBLI GATI ONS W LL NOT BE PERM TTED.

1.4 MONI TORI NG RESPONSI BI LITIES. THE ESSENCE OF AGENCY POLI CY REGARDI NG THE
MONI TORING OF LOCAL CURRENCY WLL REMAIN THE SAME. THE EXTENT TO WHI CH THE
M SSION WLL MONI TOR AND VERI FY USES OF LOCAL CURRENCY WLL DEPEND ON THE TYPE

OF PROGRAWMM NG EMPLOYED. THEREFORE, THE M SSION'S | NVOLVEMENT | N MONI TORI NG
THE LOCAL CURRENCY WLL I NCREASE AS THE LOCAL CURRENCY |I'S PROGRAMVED FCR MORE
SPECI FI C USES. PROGRAMM NG OF LOCAL CURRENCY FOR | NDIVIDUAL DEVELOPMENT
PRQJIECTS, FOR EXAMPLE, WLL REQU RE MORE M SSI ON MONI TORI NG THAN PROGRAMM NG
LOCAL CURRENCY FOR GENERAL SUPPCORT OF A SECTOR OR M NI STRY. THE M SSI ON HAS
THE OPTI ON TO SUPPLEMENT | TS MONI TORI NG RESOURCES BY CONTRACTI NG FOR TECHN CAL
ASSI STANCE W TH PROGRAM FUNDS.  ACCOUNTABI LI TY REQUI REMENTS SHOULD BE | NCLUDED

IN THE CONTRACTOR'S SCOPE OF WORK AND THE MSSION MJST MONITOR THEIR
COWPLI ANCE. THE VIABILITY OF TH'S OPTI ON AND THE OPERATI ONAL RESPONSI BI LI TI ES
MUST BE ADDRESSED | N THE PAAD (SEE SECTION 5.1. A 4).

THIS GU DANCE PROPOSES PROCEDURES FOR ASSESSING THE HOST  GOVERNMENT
ACCOUNTABI LI TY ENVI RONVENT WHI CH ARE AIMED AT ENSURING THAT M SSIONS CHOOSE
MODES OF PROGRAMM NG WHI CH ARE CONSI STENT W TH THE ENVI RONVENT AND THUS LI KELY
TO LEAD TO | MPROVED ACCOUNTABI LI TY FOR THE LOCAL CURRENCY. THESE PRCCEDURES

WOULD BE FOLLONED AS PART OF A “GENERAL ASSESSMENT, WHI CH M SSIONS HAVE
PREVI QUSLY PERFCRVED AS PART OF PRQIECT ASSI STANCE PLANNI NG AND WHI CH WLL NOwW
BE PERFORMED AS PART OF THE NON- PROJECT ASSI STANCE PLANNI NG PROCESS.

2.0 GENERAL ASSESSVENT

2.1 BACKGROUND. SINCE 1983, MSSIONS HAVE BEEN SUBJECT TO PAYMENT
VERI FI CATION PQOLI CY STATEMENTS WHI CH, AMONG OTHER TH NGS, REQUIRE THEM TO

PERFORM A GENERAL ASSESSMENT OF THE HOST GOVERNMVENT®S SYSTEMS OF FI NANCI AL
MANAGEMENT, CONTRACTING ETC. THE CGENERAL ASSESSMENT |S INTENDED TO | DENTI FY
VWHI CH METHODS OF | MPLEMENTATI ON AND FI NANCI NG ARE SU TABLE I N THE HOST COUNTRY
ENVI RONMENT. ON A PERIODI C BASIS, M SSIONS WLL BE ASKED TO PERFORM A GENERAL
ASSESSMENT, SIM LAR TO THAT PRESCRI BED | N PAYMENT VERI FI CATI ON PCLICY NO. 1 BUT
EXPANDED TO | NCLUDE ALL NON- PRQJIECT ASSI STANCE AND LOCAL CURRENCY PROGRAMM NG
GUI DANCE HAS BEEN | SSUED ON PERFORM NG THE GENERAL ASSESSMENT (REFTEL C).
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M SSI ONS WLL BE REQU RED TO PERFORM SUCH ASSESSMENTS AT LEAST ONCE EVERY FI VE
YEARS OR MORE FREQUENTLY IF C RCUMGTANCES |IN THE HOST COUNTRY CHANCE
SUBSTANTI ALLY (SUCH AS W TH THE ADVENT OF A NEW ADM NI STRATI ON) .

2.2 PURPCSE OF GENERAL ASSESSMENT. THE PURPOSE OF THE GENERAL ASSESSMENT | S
TO ASSESS THE GCENERAL ACCOUNTABILITY ENVIRONMVENT IN THE HOST COUNTRY. THE
GENERAL ASSESSMENT WLL FORM THE BASIS FOR THE REQUI RED SPECI FI C ASSESSMENTS
REQUI RED I N EVERY PROJECT AND PROGRAM DESI GN DOCUMENT.  THE GENERAL ASSESSMENT
SHOULD BE FORWARD- LOOKI NG, DEVELCPI NG STRATEG ES FOR OVERCOM NG OBSTACLES TO

ACCOUNTABI LI TY SO THAT A 1.D.*S PROIECTS AND PROGRAMS NMAY BE | MPLEMENTED W TH
AS LI TTLE WASTE, FRAUD ANDY OR ABUSE AS PCOSSIBLE. THE GENERAL ASSESSMENT SHOULD

BE FULLY-1 NTEGRATED | NTO THE M SSI ON'S MANAGEMENT (| NTERNAL) CONTROL PROCESS.

2.3 SCOPE OF GENERAL ASSESSMENT. THE CGENERAL ASSESSMENT | NCLUDES AN OVERVI EW

OF THE HOST COUNTRY"S BUDGETI NG AND FI NANCI AL MANAGEMENT SYSTEMS. I T ALSO
I NCLUDES AN ANALYSIS OF THE FINANCI AL SYSTEMS OF | NDI VIDUAL HOST GOVERNMENT
M NI STRIES OR AGENCI ES, I N CRDER TO DETERM NE WHI CH AGENCI ES M GHT BE MORE ABLE
TO ENSURE ACCOUNTABI LI TY FOR HOST COUNTRY LOCAL CURRENCY. | MPLEMENTI NG GUI DANCE
PROVIDES A LIST OF FACTORS THE M SSI ONS SHOULD EXAM NE, SUCH AS THE CENERAL
FI NANCI AL MANAGEMENT CAPABI LITIES OF THE HOST GOVERNMENT, THE QUALITY OF
ACCOUNTI NG AND FI NANCI AL MANAGEMENT PERSONNEL W THI N THE HOST GOVERNMVENT, THE
SYSTEMS | N PLACE TO ALLOCATE AND EXPEND FUNDS, EXTERNAL ECONOM C FACTORS WH CH
M GHT | NFLUENCE THE USE OF LOCAL CURRENCY, AND THE M SSI ON'S PRI OR EXPERI ENCE
W TH ENSURI NG ACCOUNTABILITY FOR A I.D RESOURCES AND LOCAL CURRENCY I N THAT
COUNTRY.

2.4 GENERAL  ASSESSMENT  CONCLUSI ONS. UPON EXAM NI NG RELEVANT FACTCRS,
M SSIONS SHOULD COVE TO A CONCLUSION IN THE GENERAL ASSESSMENT AS TO THE
DESI RABI LI TY OF PROGRAMM NG HOST COUNTRY- OWNED LOCAL CURRENCY FOR THE VARI QUS
TYPES OF BUDGET SUPPORT PROGRAMS AND ACTIVITIES FUNDED QUTSIDE OF THE HOST
COUNTRY BUDGET AS CQUTLI NED | N PARAGRAPH 6. 0.

2.5 SPECI FI C ASSESSMENT | N PAAD. | DEALLY, M SSIONS WOULD HAVE PRELI M NARY
AGREEMENT WTH THE HOST COUNTRY ON LOCAL CURRENCY PROCGRAMM NG AT THE PROCRAM
DESI GN STAGE AND THUS BE ABLE TO DI SCUSS SPECI FI C PROGRAMM NG MODES IN THE
PAAD. EVEN | F NEGOTI ATI ONS W TH THE HOST COUNTRY ON PROGRAMM NG LOCAL CURRENCY
HAVE NOT COWMMENCED, EACH PAAD W LL INCLUDE AS PART OF THE FI NANCI AL ANALYSI S
SECTI ON A DETAI LED SPECI FI C ASSESSMENT OF APPROPRI ATE PROCGRAMM NG ALTERNATI VES
AVAI LABLE TO THE M SSION BASED ON THE GENERAL ASSESSMENT. (TH S WOULD BE
ANALOGOUS TO A DISCUSSION IN A PRAJECT PAPER OF THE APPROPRI ATENESS OF USI NG
THE HOST CCOUNTRY CONTRACTI NG METHOD OF | MPLEMENTATION IN A PRQJECT.) THE
APPROVAL OF THE PAAD WLL PROVIDE THE BASIC JUSTIFI CATION FOR SUBSEQUENT
PROGRAMM NG OF LOCAL CURRENCI ES.

3.0 GENERATI ON OF LOCAL CURRENCY

IN ACCORDANCE WTH SECTION 575 (A) OF THE 1991 FOREI GN OPERATI ONS, EXPORT
FI NANCI NG AND RELATED AGENCI ES APPROPRI ATIONS ACT, A LOCAL CURRENCY SPECI AL
ACCOUNT MJUST BE ESTABLISHED WHEN AN A 1.D. AGREEMENT WLL RESULT IN THE
GENERATI ON OF LOCAL CURRENCI ES. THE AMOUNT OF LOCAL CURRENCY TO BE DEPOCSI TED
I NTO THE SPECI AL ACCOUNT W LL BE DETERM NED BY THE AGREEMENT BETWEEN THE HOST
COUNTRY AND A.I.D. THE AGREEMENT MAY NOT PRECLUDE LOCAL CURRENCY DEPCSITS | F
THE AGREEMENT W LL GENERATE THEM BUT SHALL REQUI RE THEM BASED UPON A REASONABLE
ESTI MATE FOR THE ANTI CI PATED AMOUNT TO BE GENERATED.

3.1 ESTABLI SHI NG THE LOCAL CURRENCY ACCOUNT. IN THE AGREEMENT, A I.D. AND
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THE HOST GOVERNMENT MJST SPECIFY THE TOTAL AMOUNT OF THE DOLLAR ASSI STANCE
VWH CH WLL GENERATE LOCAL CURRENCY AND THE EXCHANGE RATE THAT WLL BE USED TO
EXPRESS THAT AMOUNT IN TERM5 OF LOCAL CURRENCY. THI'S RATE MJUST BE ESTABLI SHED
I N ACCORDANCE WTH A.1.D. EXCHANGE RATE POLICY, REFTEL D. THE AGREEMENT SHOULD
ALSO DETERM NE WHEN THE LOCAL CURRENCY DEPCSI TS WLL BE MADE DURI NG THE LI FE OF
THE AGREEMENT. TH'S AUTHORITY IS INTENDED TO BE USED TO REASONABLY FI X IN
ADVANCE THE AMOUNT OF LOCAL CURRENCY TO BE GENERATED DURING THE COURSE OF THE
A.1.D. AGREEMENT. MAJOR FLUCTUATI NG IN THE HOST GOVERNMENT EXCHANGE RATE OR
THE PUBLI T PRI VATE SECTOR M X OF THE ASSI STANCE MUST BE ACCOUNTED FOR THROUGH
APPROPRI ATE AGREEMENT PROVI SIONS TO ALLOW REVI SIONS TO THE AGREED UPON LOCAL
CURRENCY AMOUNT.

3.2 EFFECT OF WAIVER OF THE REQUI REMENT TO DEPCSIT FOREI GN EXCHANGE | NTO A
SPECI AL ACCOUNT. NON- PROJECT SECTOR ASSI STANCE MAY BE EXEMPTED FROM THE
REQUI REMENT TO DEPCSI T FOREI GN EXCHANGE |INTO A SPECI AL ACCOUNT THROUGH THE
CONGRESSI ONAL  NOTI FI CATI ON PROCESS. SHOULD TH' S EXEMPTION OCCUR, GC HAS
DETERM NED THAT THERE IS NO LEGAL REQUIREMENT FOR A I.D. TO REQUI RE LOCAL
CURRENCY DEPOSITS, BUT IF A l.D. AND THE HOST COUNTRY ENTER I NTO LOCAL CURRENCY
DEPCSI T AGREEMENTS, THE ACCOUNTABI LI TY PROVISIONS OF TH S GU DANCE SHALL APPLY
TO SUCH DEPCSI TS.

4.0 ACCOUNTABI LITY FOR LOCAL CURRENCY. THE CURRENT LEG SLATION CLEARLY
INTENDS THAT A.1.D. WLL HAVE NOT ONLY PROGRAMM NG RESPONSI BI LI TY FOR LOCAL
CURRENCY BUT ALSO | NCREASED RESPONSI BI LI TY FOR THE ACCOUNTABI LI TY (ENSURI NG THE
USE FOR AGREED UPON PURPCSES) OF THE LOCAL CURRENCY. THERE ARE DI FFERENT
LEVELS OF ACCOUNTABI LI TY FOR LOCAL CURRENCY:

“  THE SPECI AL ACCOUNT MJST BE MANAGED SO THAT THE LOCAL CURRENCY | S DEPCSI TED
AND DI SBURSED | N THE AGREED- UPON MANNER ( SECTI ON 5. 0) ;

“  THE LCCAL CURRENCI ES ARE USED FOR | NTENDED PURPCSES ONCE THEY ARE DI SBURSED
FROM THE SPECI AL ACCOUNT ( SECTI ON 6. 0); AND

“ THE | MPACT OF THE LOCAL CURRENCY PROGRAMS, WH CH COULD BE CALLED PERFCORVANCE
| NDI CATOCRS, NEEDS TO BE EVALUATED ( SECTION 7.0).

5.0 MANAGEMENT OF SPECI AL ACCOUNTS

THE FOLLON NG PROVI SIONS CONSTITUTE M N MUM STANDARDS FOR NMANAG NG LOCAL
CURRENCY SPECI AL ACCOUNTS WHI CH ADDRESSES THE FI RST LEVEL OF ACCOUNTABI LI TY.
M SSIONS SHOULD HAVE THE HOST GOVERNMENT EXERCISE AS MJCH MANAGEMENT
RESPONSI Bl LI TY OVER THE SPECI AL ACCOUNTS AS PCSSI BLE. HONEVER, THE DEGREE OF
M SSI ON OVERSI GAT | NVOLVEMENT W TH THE SPECI AL ACCOUNTS WLL DEPEND ON THE
CAPABI LITIES OF THE HOST GOVERNMENT AGENCY OR ACGENCI ES RESPONSI BLE FOR THE
MANAGEMENT OF THEM

5.1 ESTABLI SHVENT OF SPECI AL ACCOUNTS.  WHILE M SSIONS NEED NOT ESTABLI SH A
NEW SPECI AL ACCOUNT FOR EACH NON- PROJECT ASSI STANCE AGREEMENT AND ONE SPECI AL
ACCOUNT CAN BE USED ON A NON-FI SCAL YEAR BASIS, M SSIONS SHOULD NOT COVM NGLE
LOCAL CURRENCIES FROM DI FFERENT U.S. ASSI STANCE SOURCES IN THE SAME SPECI AL
ACCOUNT. THUS LOCAL CURRENCY REQUI RED TO BE DEPOSI TED UNDER A ESF CASH TRANSFER
SHOULD NOT BE COWM NGLED W TH LOCAL CURRENCI ES GENERATED UNDER A Cl P PROGRAM

SIM LARLY, PL 480 LOCAL CURRENCY GENERATIONS SHOULD NOT BE COW NGLED W TH
OTHER LOCAL CURRENCIES ASSOCIATED WTH U. S, ASSI STANCE. IT IS WRTH
EMPHASI ZI NG THAT THE REQUI REMENT FOR A SPECI AL ACCOUNT DOES NOT | MPLY THAT HOST
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COUNTRY- OWNED LOCAL CURRENCY MAY NEVER BE COWM NGLED. ONCE THE LOCAL CURRENCY
I'S DI SBURSED FROM THE SPECI AL ACCOUNT FOR THE AGREED- UPON PURPCSE, | T MAY BE

COW NGLED. THE FY 1991 APPRCPRI ATI ONS LEG SLATI ON STATES, I N FACT, THAT “ THE

EQUI VALENT OF THE LOCAL CURRENCI ES D SBURSED* MJST BE USED TO CARRY QUT THE
Al V5 EMBCDI ED | N THE FOREI GN ASSI STANCE ACT.

5.1. A FI NANCI AL ASSESSMENTS. IF A NON-PRQJECT ASS|I STANCE AGREEMENT WLL
REQU RE LOCAL CURRENCIES TO BE DEPCSI TED INTO A SPECI AL ACCOUNT, THEN THE
PROGRAM ASSI STANCE APPROVAL DOCUMVENT (PAAD) MUST | DENTIFY THE HOST GOVERNVENT
AGENCY OR THE SPECIFIC UNNT WTH N AN ACENCY RESPONSI BLE FOR THE NMANAGEMENT OF
THE SPECI AL ACCOUNT AND MUST CONTAIN A CONCLUSI ON AS TO THE CAPABI LI TY OF THAT
HOST GOVERNMENT AGENCY TO EFFECTI VELY NANACGE THE SPECI AL ACCOUNT, | NCLUDI NG THE
ABI LI TY OF THE HOST ACGENCY TO ARRANGE FOR CR PERFORM FI NANCI AL ASSESSMENTS AND
AUDI TS OF RECI Pl ENT ORGANI ZATI ONS | F SPECI AL ACCOUNT FUNDS WERE TO BE USED TO
SUPPCRT LOCAL CURRENCY PRQJECTS.

51.A1 BASI S FOR DETERM NI NG MANAGEMENT CAPABI LITY. THE CONCLUSI ON AS TO
THE CAPABILITY OF THE HOST GOVERNMENT AGENCY RESPONSI BLE FOR THE MANAGEMENT OF
THE SPECI AL ACCOUNT NMAY BE BASED ON AN | NDEPENDENT REVIEW OF THE FI NANCI AL

SYSTEMS OF THE ACGENCY (A FORVAL ASSESSMENT) OR MAY BE BASED ON THE M SSI ON'S

PAST EXPERI ENCE WTH THE ACGENCY"S PERFORVANCE (AN | NFORVAL ASSESSMENT). | F AN
AGENCY OR HOST GOVERNMENT UNIT WH CH HAS NOT PREVI QUSLY MANAGED A SPECI AL
ACCOUNT |IS TO BE RESPONSIBLE, A FORVAL FINANCIAL ASSESSMENT SHOULD BE
PERFORMED. ALSO, |F THE HOST GOVERNMENT AGENCY HAS MANAGED A SPECI AL ACCOUNT
PREVI QUSLY AND HAS A POOR RECORD (I NDI CATED BY NEGATIVE AUDITS; UNTIMELY,
| NCOVPLETE OR | NACCURATE REPCRTS; ETC.) THEN A FORVAL FI NANCI AL ASSESSMENT
SHCOULD BE PERFCRMED, THAT IS THE ACCOUNTI NG AND FI NANCI AL SYSTEMS OF THE AGENCY
OR UNIT SHOULD BE REVI EVED IN CRDER TO DETERM NE WHETHER SUFFI Cl ENT PERSONNEL,
SYSTEMS, AND | NTERNAL CONTRCLS EXI ST TO ADEQUATELY MANAGE THE SPECI AL ACCOUNT.

5.1.A2 FUNDI NG OF FI NANCI AL ASSESSMVENT. A FORMAL FI NANCI AL ASSESSMENT MAY
BE PERFORMED BY EI THER AN [ NDEPENDENT ENTITY OR BY M SSI ON PERSONNEL. LOCAL
CURRENCY ASSCCI ATED WTH THE PROGRAM IS THE PREFERABLE SOURCE OF FUNDI NG FOR
ASSESSMENTS PERFORMED BY | NDEPENDENT  ENTI TI ES. WH LE LESS FAVORABLE,
APPROPRI ATED DOLLAR PROGRAM FUNDS, E. G, PD&S FUNDS, MAY ALSO MAY BE USED I F
THE PROCGRAM AGREEMENT SO ALLOWS, ANY OF THESE OPTIONS REQU RE AGREEMENT
BETWEEN THE M SSI ON AND THE HOST GOVERNVENT.

5.1.A 3 | NFORVAL ASSESSMENTS. | F THE DESI GNATED HOST GOVERNMENT AGENCY HAS
EXPERI ENCE | N MANAG NG SPECI AL ACCOUNTS, THEN THE M SSI ON MAY CHOCSE TO RELY ON
I TS RECORD AS AN | NDI CATCR OF CAPABILITY. THE M SSI ON WOULD THEN STATE IN THE
PAAD THE FAVORABLE EXPERIENCE WHICH I T HAS HAD WTH THE ACENCY AS A BASIS TO
JUSTI FY AN | NFORVAL ASSESSMENT.

5.1.A4 TECHNI CAL ASSI STANCE TO | MPROVE CAPABILITY. IF THE CONCLUSI ON
REACHED I N THE PAAD IS THAT A HOST GOVERNMENT AGENCY HAS LESS THAN SUFFI CI ENT
CAPABI LI TY TO MANAGE THE SPECI AL ACCOUNT, THE M SSI ON SHOULD CONSI DER TECHNI CAL

ASSI STANCE OR OTHER MEANS TO STRENGTHEN THE AGENCY'S FI NANCI AL MANAGEMENT
ABI LI TIES PRIOR TO DI SBURSEMENT OF FUNDS FROM THE SPECI AL ACCOUNT. THE SCOPE
OF WORK FOR THE TECHN CAL ASSI STANCE CONTRACT CAN BE BROAD IN SCOPE SO THAT
MJCH, |F NOT ALL, OF THE M SSION'S ACCOUNTABI LI TY REQU REMENTS CAN BE MET BY
CAREFUL MONI TORI NG OF THE CONTRACTOR'S PERFORVMANCE. FUNDI NG OF SUCH CONTRACTS
IS LIKELY TO REQU RE DOLLARS AS WELL AS LOCAL CURRENCY AND A PORTION OF THE
PROCEEDS FROM THE AGREEMENT COULD BE SET ASIDE FOR THI S PURPCSE. IN SUCH A
CASE THE M SSI ON SHOULD SEEK AGREEMENT W TH THE HOST GOVERNMVENT ON THE SCOPE OF
WORK, FUNDI NG AND THE TI METABLE FCR | MPROVEMENTS.
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5.1. B SPECI AL ACCOUNT REPCRTI NG THE PROGRAM AGREEMENT MJUST PROVIDE FOR
APPROPRI ATE REPORTI NG BY THE HOST GOVERNMENT AGENCY RESPONSI BLE FOR MANAG NG
THE SPECI AL ACCOUNT. AT A MN MM THE PROGRAM AGREEMENT MJST REQUI RE THAT
REPORTS ON THE STATUS OF SPECI AL ACCOUNT ACTIVITY BE SUBM TTED TO THE M SSI ON
ON A TIMELY BASI S.

5.1.B.1 REPORTI NG FORMAT.  REPCORTI NG FORVAT AND CONTENT SHOULD BE QUTLI NED
IN A PIL SOON AFTER THE PROGRAM AGREEMENT S SIGNED. REPORTS SHOULD PROVI DE
| NFORVATI ON ON DEPCSI TS TO W THDRAWALS FROM AND DI SPOSI TI ON OF LOCAL CURRENCY
FROM THE SPECI AL ACCOUNT. THE PIL SHOULD ALSO | DENTI FY THE DOCUMENTATI ON VWH CH
THE HOST GOVERNMENT ACENCY MUST SUBM T TO THE M SSI ON TO SUBSTANTI ATE REPORTS.
THE M SSI ON SHOULD ALSO ARRANGE TO RECEI VE STATEMENTS ON THE SPECI AL ACCOUNT
DI RECTLY FROM THE BANK.

5.1.B.2 REPORT VERI FI CATI ON. M SSI ONS MJUST DEVELOP A PLAN TO VERI FY THE
ACCURACY OF THE HOST GOVERNMVENT REPORTS ON THE SPECI AL ACCOUNT. AT A M NI MUM
AT LEAST ONE REPORT SHOULD BE VERIFIED ON AN ANNUAL BASIS. THE FREQUENCY AND
SCCPE OF VERI FI CATI ON OF THE REPORTS SHOULD BE ADDRESSED | N THE PAAD AND SHOULD
BE BASED ON THE CAPABI LITY OF THE HOST GOVERNMENT AGENCY AS DETERM NED BY THE
FI NANCI AL ASSESSMENT. (THE M SSION SHOULD NOT RELY SOLELY ON HOST GOVERNVENT
AGENCY REPORTING FOR | TS | NFORVATI ON NEEDS. RATHER, THE M SSION SHOULD
| NDEPENDENTLY POST MEMORANDUM  ACCOUNTI NG RECORDS FROM SOURCE DOCUMENTS, SUCH
AS BANK STATEMENTS.)

5.1.C AUDI TS. M SSIONS SHOULD ENSURE THAT SPECI AL ACCOUNTS ARE AUDI TED
PERI CDI CALLY. AT THE PAAD STAGE, M SSIONS SHOULD DI SCUSS WTH THE HOST
GOVERNMVENT THE REQUI REMENTS W TH REGARD TO AUDI TI NG THE SPECI AL ACCOUNT, AND
THE SUBSEQUENT PROGRAM AGREEMENT SHOULD CONTAIN SPECI FI C LANGUAGE CONCERNI NG
AUDI T RESPONSI BI LI TIES, FREQUENCY, AND FUNDI NG (PROGRAM AGREEMENTS MUST ALSO
RESERVE AUDIT RIGHTS IN THE U. S. AND STATE THAT A 1.D. AUDIT RIGHTS WLL NOT BE
SUBORDI NATED OR | NFRINGED BY ARRANGEMENTS FOR AUDI TS BY THE HOST CCOQUNTRY OR
QUTSI DE AUDI TORS. )

51.C1 AUDI T STANDARDS. SINCE THE LOCAL CURRENCIES ARE HOST COUNTRY-
OMED, THE AUDI TS OF THESE LOCAL CURRENCI ES DO NOT' NECESSARI LY HAVE TO ADHERE
TO U S GAO AUDI TING STANDARDS. HOWEVER, AUDITS SHOULD BE PROFESSI ONALLY
EXECUTED ACCCORDI NG TO GENERALLY ACCEPTED AUDI TI NG STANDARDS AND ACCOUNTI NG

PRI NCI PLES THAT HAVE BEEN PRESCRI BED BY THE HOST COUNTRY"S LAW OR THAT HAVE
BEEN ADOPTED BY PUBLI C ACCOUNTANTS OR ASSCCI ATI ONS OF PUBLI C ACCQUNTANTS I N THE
HOST COUNTRY, TOGETHER WTH CGENERALLY ACCEPTED | NTERNATI ONALLY AUDI TI NG
STANDARDS WHEN FEASI BLE. AUDI TS MAY BE PERFORMED BY AN | NDEPENDENT FIRM THE

HOST GOVERNMENT®S CENTRAL AUDI T AGENCY, OR OTHER ACCEPTABLE AUDI T ENTITY. THE
PAAD SHOULD CONTAIN A DI SCUSSION ON WHETHER PUBLIC OR PRI VATE ENTITIES WLL
PERFCRM THE AUDI T OF THE SPECI AL ACCOUNT AND SHOULD CONTAIN A CONCLUSION AS TO
THEI R COWPETENCY AND ABILITY TO CONDUCT A PROFESSI ONAL AUDIT. I F THE HOST
GOVERNVENT 1S TO PERFORM THE AUDI T, THEN THE PAAD SHOULD CONTAIN A DI SCUSSI ON

OF THE AUDI T AGENCY'S ABILITY TO CONDUCT AN | NDEPENDENT FAIR AND | MPARTI AL
AUDI T.

5.1.C. 2 FUNDI NG AUDI TS. LOCAL CURRENCY ASSCCI ATED WTH THE PROGRAM IS THE
PREFERABLE SOURCE OF FUNDING FOR AUDI TS OF THE SPECI AL ACCQOUNT. WH LE LESS
PREFERABLE, APPROPRI ATED DOLLAR PROGRAM FUNDS MAY ALSO BE BUDCGETED FOR AUDI T.
El THER OF THESE OPTIONS REQUI RES AGREEMENT BETWEEN THE M SSION AND THE HOST
GOVERNVENT. A LESS FAVORABLE SOURCE OF FUNDING FOR AUDITS IS PD&S FUNDS.
FUNDI NG SOURCES FOR AUDI TS OF SPECI AL ACCQUNTS SHOULD BE FULLY DI SCUSSED I N THE
PAAD, AND BE EXPLI CI TLY STATED I N THE SUBSEQUENT PROGRAM AGREEMENT.
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5.2 | NTEREST- BEARI NG ACCOUNTS. JO NTLY PROGRAMMVED LOCAL CURRENCY SHOULD BE
DI SBURSED AS QUICKLY AS IS CONSISTENT WTH SOUND PROGRAMM NG AND PREVAI LI NG
ECONOM C CONDITIONS IN THE RECHPIENT COUNTRY, TAKING |INTO ACCOUNT THE
CONDI TI ONS OF AN ECONOM C STABI LI ZATI ON PROGRAM THAT NMAY HAVE BEEN NEGOTI ATED.

HONEVER, ON OCCASI ON, DI SBURSEMENT DELAYS DO OCCUR UNAVO DABLY. THEREFORE,

A 1.D. PQLICY FAVORS THAT LOCAL CURRENCY BE PLACED |NTO AN | NTEREST- BEARI NG
ACCOUNT IN A DEPCSI T- TAKI NG | NSTI TUTION, WTH ANY | NTEREST PROGRAMVED AS |F I T
WERE PRI NClI PAL, SO LONG AS SUCH ACCOUNTS ARE PERM TTED UNDER HOST COUNTRY LAW
AND REGULATION AND DO NOT UNDERM NE | NTERNATI ONALLY- SUPPORTED STABI LI ZATI ON
AGREEMENTS AND SOUND MONETARY PCLI CY. A VRI TTEN DETERM NATION NOT' TO FOLLOW

A 1.D.“S PREFERENCE FOR | NTEREST- BEARI NG ACCOUNTS MAY BE MADE BY THE M SSI ON
DI RECTOR. COPI ES OF EACH DETERM NATI ON SHALL BE RETAI NED BY THE M SSI ON.

6.0 ACCOUNTABI LI TY GUI DELI NES FOR LOCAL CURRENCY PROGRANVB

THI'S SECTI ON ADDRESSES THE SECOND LEVEL OF ACCOUNTABILITY FOR LOCAL CURRENCY,
NAMVELY THE DEVELOPMENT OF ASSURANCE THAT LOCAL CURRENCIES DI SBURSED FROM
SPECI AL ACCOUNTS WERE USED FOR AGREED UPON PURPCSES. THE FOLLOW NG |I'S | NTENDED
TO PROVIDE MN MM STANDARDS FOR FINANCIAL ASSESSMENTS REPORTING AND
VERI FI CATION, AND AUDIT OF THE USES OF LOCAL CURRENCY FOR DI FFERENT TYPES OF
PROGRAMM NG

6.1 TYPES OF LOCAL CURRENCY PROCGRAMSG.  THERE ARE TWO PRI NCI PAL TYPES OF LOCAL
CURRENCY PROCRAMS VHI CH CAN BE FUNDED FROM THE SPECI AL ACCOUNT. THESE PROGRAMS
ARE AS FCOLLOWE:

“ BUDGET SUPPORT (WH CH | NCLUDES GENERAL BUDGET SUPPORT, GENERAL SECTOR
SUPPCRT, AND SPECI FI C SECTCR SUPPORT)

“  EXTRA BUDGETARY ACTIVI TIES (WHI CH | NCLUDES PRQJIECTS OR ACTI VI TI ES
FUNDED QUTSI DE OF THE HOST COUNTRY“S BUDCET)

6.2 BUDGET SUPPORT. BUDGETARY RESOURCES ARE FUNDABLE AND THEREFORE M SSI ONS
SHOULD BE ALERT TO ENSURE THAT ABSENT SPECI AL Cl RCUMSTANCES THE HOST GOVERNVENT
DOES NOT ALLOCATE FEVWER RESOURCES TO SUPPORT PRIORITY ACTIVITIES FINANCED BY
JO NTLY PROGRAMMED LOCAL CURRENCY. EVEN WHEN THE OVERALL GOVERNMVENT BUDGET
REMAI NS CONSTANT OR | S REDUCED FROM PREVI QUS ANNUAL LEVELS, M SSI ON MONI TORI NG
CAN HELP TO ENSURE THAT THESE | MPORTANT ACTIVITIES CONTINUE TO RECEIVE AN
APPROPRI ATE SHARE OF THE REDUCED LEVEL OF RESOURCES, A SHARE MADE PCOSSI BLE BY
THE LOCAL CURRENCY ASSOCI ATED WTH THE U. S. FOREI GN ASS|I STANCE PROGRAM

M SSI ONS SHOULD NOTE THAT WHILE A 1.D. “S RESPONSIBILITIES FOR MONI TORI NG THE
DI SPCSI TION OF LOCAL CURRENCY ARE LESS |INTENSIVE WHEN LOCAL CURRENCY 1S
PROGRAMVED FOR BUDGET SUPPORT, THIS DOES NOT | MPLY THAT A LONER STANDARD OF
ACCOUNTABI LI TY IS REQU RED FOR THIS TYPE OF PROCRAMM NG THE CONTRARY | S TRUE.

THE ASSUMPTI ON BEHI ND BUDGET SUPPORT PROGRAMM NG |'S THAT ONCE LOCAL CURRENCI ES
REACH A DESI GNATED AGENCY CR PROGRAM THEY WLL BE USED APPRCOPRI ATELY AND W LL
HAVE THE | NTENDED DEVELOPMENT | MPACT. | F THIS WERE NOT TRUE, THERE WOULD BE NO
JUSTI FI CATION FOR THI S TYPE OF PROGRAMM NG

THUS, A DECISION I N FAVOR OF BUDGET SUPPORT PROGRAMM NG I N A HOST COUNTRY WOULD
BE BASED UPON EVIDENCE IN THE CENERAL ASSESSMENT OF A RATI ONAL BUDGETARY
ALLOCATI ON AND EXPENDI TURE SYSTEM ADEQUATE TO REPCORT BOTH BUDGET ALLOCATI ONS
AND EXPENDI TURES FROM THE GENERAL FUND, W TH BUI LT-1 N CONTRCLS TO PREVENT FRAUD
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OR DI VERSION OF FUNDS. OTHER FACTORS WOULD BE AN ADEQUATE LEVEL OF HOST
GOVERNVMVENT  PERSONNEL  SKILLED [IN FINANCI AL MANAGEMENT, A HOST GOVERNVENT
TRADI TI ON OF ACCCOUNTI NG FOR AND REPORTI NG ON THE USE OF RESOURCES, ETC.

THE GUI DANCE WTH REGARD TO PERFORM NG GENERAL ASSESSMENTS WLL CLAR FY THE
FACTORS TO CONSIDER IN DETERM NING IN FAVOR OF ANY TYPE OF BUDCET SUPPORT
PROGRAM IN A G VEN COUNTRY. IF A DETERM NATION IS MADE IN THE GCENERAL
ASSESSMENT | N FAVOR OF TH' S TYPE OF PROGRAMM NG, ANY SUBSEQUENT LCCAL CURRENCY
DESI GN DOCUMENTS SHOULD SIMPLY REFER TO THE GENERAL ASSESSMENT AND TO THE
SPECI FI C ASSESSMENT CONTAI NED | N THE PAAD.

WTH N THE CATEGORY OF BUDGET SUPPORT PROGRAMM NG THERE ARE MORE SPECI FI C WAYS
OF PROGRAWM NG THE LOCAL CURRENCY. WTH THEIR OM UN QUE ACCOUNTABI LI TY
| SSUES, REGARDLESS OF WHICH TYPE OF PROGRAMM NG |S CHOSEN, A.1.D., I N ADD TI ON
TO RECEI VI NG REPORTS, SHOULD RETAIN Rl GHTS ADEQUATE TO ENSURE THAT A.1.D. WTH
TIMELY  ACCESS CAN TAKE AN | NDEPENDENT LOOK AT SUPPORTI NG DOCUMENTATI ON TO
VERI FY THAT THE AGREEMENT ON USES OF LCCAL CURRENCY HAS NOT BEEN VI OLATED.

6.2. A EXCEPTIONS. | F THE GENERAL ASSESSMENT RESULTS I N A DETERM NATI ON AGAI NST
USI NG A BUDGET SUPPORT PROGRAM BUT NEVERTHELESS, THE M SSI ON WANTS TO USE THI S
TYPE OF PROGRAMM NG I N AN | NDI VI DUAL CASE, THEN A JUSTI FI CATI ON WOULD HAVE TO
BE PROVI DED IN EI THER THE PAAD OR LOCAL CURRENCY DESI GN DOCUMENT. FURTHER, THE
DESI GN DOCUMENT MUST | NCLUDE A DESCRI PTI ON OF THE METHODS BY WHICH THE M SSI ON
W LL ENSURE THAT ACCOUNTABI LI TY FOR THE LOCAL CURRENCY | S MAI NTAINED, OR IN THE
CASE OF GENERAL BUDGET SUPPORT, THAT THE LOCAL CURRENCY WAS DEPCSI TED TO THE
GENERAL FUND (FOR EXAMPLE, M SSIONS MAY | NI TI ATE A REPORT VERI FI CATI ON PROCESS
VWH CH | S QUTLINED IN PARA. 6.4.B.1). THE REG ONAL BUREAU MAY AT | TS DI SCRETI ON
REQUI RE THAT THI S JUSTI FI CATI ON BE SUBM TTED FOR BUREAU APPROVAL.

6.3 TYPES OF BUDGET SUPPORT PROGRAMS.  THE FOLLOW NG ARE THE GENERAL TYPES OF
BUDGET SUPPORT PROGRAMS ALONG WTH THEIR  ASSOCI ATED  ACCOUNTABI LI TY
REQUI REMENTS.

6. 3. A GENERAL BUDCET SUPPORT (DEFIC T/ DEBT SUPPORT). GENERAL BUDGET SUPPCORT
| MPLI ES SUPPORT TO A HOST GOVERNMENT BUDGET AT THE LEVEL OF THE GENERAL FUND.
THUS, THERE IS NO SPECI FI C DI RECTI ON OF THE FUNDS OTHER THAN TO ENSURE THAT THE

LOCAL CURRENCY, OR ITS EQU VALENT WAS DEPCSI TED WTH THE HOST GOVERNMENT®S
GENERAL FUND. TH S CATEGORY | NCLUDES FUNDI NG BUDGET DEFI ClI TS.

6.3.A1 DECREE OF CONFI DENCE. IN ORDER TO PROGRAM LOCAL CURRENCI ES FOR
GENERAL BUDGET SUPPORT, M SSIONS MUST HAVE A H GH DEGREE OF CONFI DENCE THAT THE
HOST COUNTRY CAN ADEQUATELY MEET THE REPORTI NG STANDARDS FOR BUDCET ALLOCATI ONS
AND EXPENDI TURES FROM THE GENERAL FUND AND PROVI DE EVI DENCE THAT BULT-IN
CONTROLS ARE | N-PLACE TO PREVENT FRAUD OR DI VERSION OF FUNDS. THE CGENERAL
ASSESSMENT W LL BE THE BASI S FOR THI S DETERM NATI ON.

6.3.A2 REPORTS. ANY AGREEMENT BETWEEN THE HOST GOVERNVENT AND A.1.D.
CONCERNI NG USE OF LOCAL CURRENCY FOR GENERAL BUDGET SUPPORT SHOULD SPEC FY THE
FORVAT AND FREQUENCY COF REPORTS TO BE MADE TO A I.D. UNDER TH'S TYPE OF
PROGRAMM NG THE AGENCY NMANAG NG THE SPECI AL ACCOUNT W LL BE RESPONSI BLE FOR
VERI FYI NG THAT DOCUMENTATI ON EXI STS DEMONSTRATING THAT THE LOCAL CURRENCY
| NDEED WAS TRANSFERRED TO THE GENERAL FUND FROM THE SPECI AL ACCOUNT.

6. 3. B CENERAL SECTOR SUPPCRT. TH'S TYPE OF PROGRAM | NVOLVES SUPPORT TO A
GOVERNVENT'S BUDGET AT THE FUNCTIONAL LEVEL OF A M N STRY OR A BUDGET LI NE-
| TEM UNDER THI'S TYPE OF PROGRAM THE M SSI ON MUST BE ASSURED THAT THE LOCAL
CURRENCY, OR I TS EQU VALENT, HAS BEEN DEPGCSI TED | NTO THE CGENERAL FUND AND THAT
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THE AGREED- UPON BUDGET ALLOCATION TO THE M NI STRY OR BUDGET LI NE-1 TEM HAS BEEN
MADE.

6.3.B. 1 DECREE OF CONFI DENCE. IN ORDER TO PROCGRAM LOCAL CURRENCY FOR
GENERAL SECTOR SUPPORT, A MSSION SHOULD HAVE A MEDIUM TO H GH LEVEL OF
CONFI DENCE IN THE REPORTING MECHANI SM5 AND CONTROLS OF THE FINANCI AL AND
BUDGETI NG SYSTEMS OF THE HOST GOVERNMENT AND OF THE RECI PI ENT AGENCI ES. THE
GENERAL ASSESSMENT W LL BE THE BASI S FOR TH S DETERM NATI ON.

6.3.B.2 REPORTS. ANY AGREEMENT BETWEEN THE HOST GOVERNMENT AND A. 1. D.
CONCERNI NG USE OF LOCAL CURRENCY FOR GENERAL SECTCOR SUPPORT SHOULD SPECI FY THE
FORVAT AND FREQUENCY OF REPORTS TO BE MADE TO A l.D. UNDER THI S TYPE OF
PROGRAM THE AGENCY NMANAG NG THE SPECI AL ACCOUNT WLL BE RESPONSIBLE FOR
VERI FYI NG THAT DOCUMENTATI ON EXI STS DEMONSTRATI NG THAT THE LOCAL CURRENCY
| NDEED WAS TRANSFERRED FROM THE SPECI AL ACCOUNT TO THE GENERAL FUND AND TO A

M NI STRY*S ACCOUNT OR BUDCET LINE-1TEM THE REPORTS SHOULD REFLECT BOTH BUDGET
ALLOCATI ON AND EXPENDI TURE OF FUNDS FROM THE GENERAL FUNDS.

6.3.C SPECI FI C SECTOR SUPPORT. JO NTLY PROGRAMVED LCCAL CURRENCY MAY BE USED

TO HELP MEET THE HOST COUNTRY*S CONTRIBUTION TO A/ I.D. DA AND ESF PRQIECTS, IN
A PARTI CULAR SECTOR, | NCLUDING THE MANDATORY 25 PERCENT CONTRI BUTI ON REQUI RED
UNDER FAA SECTI ON 110. LOCAL CURRENCY MAY ALSO BE USED TO SUPPCRT ACTI VI TI ES
FUNDED BY OTHER OECD AND MJLTI LATERAL DONCRS. A DECISION TO ALLOCATE LOCAL

CURRENCY TO A I.D. AND OTHER DONORS* PRQJIECTS, |IN FACT, MAY BE ESPECI ALLY W SE
VWHEN THE M SSION DETERM NES THAT A MORE DI RECT | NVOLVEMENT AT THE PRQJECT OR
LINE | TEM LEVEL IS APPROPRI ATE. IN ADDI TION TO FUNDING A.1.D. OR OTHER DONOR
PRQJECTS, FUNDING OF HOST GOVERNMENT SECTOR LEVEL IN CONNECTION WTH A 1.D.
NON- PRQJECT ASSI STANCE, WHEN SUCH SUPPORT |'S PROVI DED THROUGH NORVAL BUDGETARY
CHANNELS WOULD BE CONSI DERED SPECI FI C SECTCR SUPPORT.

6.3.C. 1 DEGREE COF CONFI DENCE. IN ORDER TO PROGRAM LOCAL CURRENCY FCR
SPECI FIC SECTOR SUPPORT, A M SSION SHOULD HAVE A MEDIUM TO HI GH LEVEL OF
CONFI DENCE ASCERTAINED FROM THE GENERAL ASSESSMENT, IN THE REPORTING AND
CONTROL MECHANISM5 OF THE FINANCIAL AND BUDGETARY SYSTEMS OF THE HOST
GOVERNVENT.

6.3.C 2 CAPABI LI TIES OF RECIPI ENT HOST GOVERNMENT AGENCY OR OTHER DONCR
IF A HOST GOVERNMENT AGENCY OIHER THAN THE AGENCY RESPONSIBLE FOR THE
MANAGEMENT OF THE SPECIAL ACCOUNT IS TO MONITOR SPECIFIC SECTOR SUPPORT
ACTIVITIES, THEN THE LOCAL CURRENCY PROCRAM DESI GN DOCUMENT SHOULD | DENTI FY
TH'S AGENCY AND DESCRIBE HOW RESPONSIBILITY FOR MONI TORING THESE ACTIVITIES
WLL BE SHARED. I N SUCH A CASE, THE AGENCY MANAG NG THE SPECI AL ACCOUNT SHOULD
PERFORM OR ARRANCE FOR THE PERFORVANCE OF A FI NANCI AL ASSESSMENT OF THAT AGENCY
OR ACENCI ES TO ESTABLI SH REASONABLE ASSURANCE THAT IT WLL BE ABLE TO MONI TOR
THE LOCAL CURRENCY EXPENDITURES, AUDIT THE PRQIECTS(S), AND REPORT ON
EXPENDI TURES AND PROGRESS | N MEETI NG PROQIECT OBJECTI VES TO THE AGENCY MANAG NG
THE SPECI AL ACCOUNT. THE HOST COUNTRY AND A.|.D. SHOULD ASSURE THEMSELVES THAT
PRQJIECTS TO BE FI NANCED BY LOCAL CURRENCY THROUGH THE HOST COUNTRY BUDGET MEET
ACCEPTABLE TECHNI CAL, FINANCIAL AND ADM NI STRATI VE STANDARDS AND THAT LOCAL
CURRENCY ALLCCATIONS TO SUPPORT THESE PRQIECTS ARE THEREFORE LIKELY TO BE
EFFECTI VELY UTI LI ZED. PRQIECTS THAT ARE FUNDED AND MONI TORED BY A I.D. WOULD
PROVI DE SUCH EVI DENCE. SIM LARLY, THE FACT THAT PRQIECTS WERE FUNDED AND
MONI TORED BY OTHER DONCRS OR UNDERTAKEN BY STRONG HI GHLY RESPECTED HOST
GQOVERNMVENT  OR  PRIVATE SECTOR INSTITUTIONS WULD CGENERALLY PROVIDE  SUCH
ASSURANCES.

6.3.C. 3 REPORTS. ANY AGREEMENT BETWEEN THE HOST GOVERNVENT AND A.1.D.
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CONCERNI NG USE OF LOCAL CURRENCY FOR SPECI FI C SECTOR SUPPORT SHOULD SPECI FY THE
FORVAT AND FREQUENCY OF REPCRTS. THE REPORTS SHOULD REFLECT BOTH BUDCET
ALLOCATI ON AND DI SBURSEMENT OF FUNDS FROM THE GENERAL FUND. REPORTI NG ON LOCAL
CURRENCY FUNDED PROQJECTS SHOULD, AT A MNIMJM BE SUFFICIENT TO DEMONSTRATE
ALLCCATION OF THE LOCAL CURRENCY TO THE PRQIECT(S). THE M SSI ON SHOULD
CONSI DER WHETHER TO REQUI RE THAT REPORTS TO THE ACGENCY MANAG NG THE SPEC AL
ACCOUNT ALSO CONTAIN | NFORVATI ON ABOUT EXPENDI TURES OF THE LOCAL CURRENCY
WTH N THE PRQIECT. THE RECI PI ENT ORGANI ZATI ONS SHOULD REPORT AS TO WHETHER

THE “PERFORVANCE | NDI CATOR* WERE ACHI EVED. REPORTS CONCERNI NG LOCAL CURRENCY
FUNDS PROGRAMMED IN SUPPORT OF A l.D. PRQJIECTS SHOULD BE SUBM TTED ON A
QUARTERLY RECURRI NG BASIS AND SHOULD BE FORVATTED SO AS TO ENSURE THAT THESE
FUNDS ARE USED TO SUPPCRT PRQIECT OBJECTI VES.

6.3.C. 4 AUDI T. ANY AGREEMENT BETWEEN THE HOST GOVERNMENT AND A |.D.
CONCERNI NG USE OF LOCAL CURRENCY FOR SPECI FI C SECTOR SUPPORT SHOULD SPECI FY THE
REQUI REMENT CONCERNI NG AUDI T. TO ENSURE APPROPRIATE AUDIT COVERAGE, THE
M SSI ON MAY DECI DE TO RESERVE FUNDS I N THE SPECI AL ACCOUNT TO COVER THE COST OF
| NDEPENDENT AUDITS. THI S STEP SHOULD BE TAKEN | F THE M SSI ON ANTI Cl PATES THAT
HOST COUNTRY AUDI T EFFORTS W LL LAG UNACCEPTABLY.

6.4 EXTRA- BUDGETARY SUPPCRT. | F LOCAL CURRENCI ES ARE PROGRAMVED FOR DI SCRETE

PRQJIECTS OR ACTIVITIES OQUTSI DE OF THE HOST GOVERNMENT'S BUDGET, THE DECREE OF
M SSION I NVOLVEMENT IN MONITORING THESE ACTIVITIES WLL DEPEND ON THE
CAPABI LITY OF THE HOST GOVERNMENT UNI T RESPONSI BLE FOR THE SPECI AL ACCOUNT.
THERE ARE M NI MUM STANDARDS VWHICH MUST BE MET BY THE HOST GOVERNVENT, AND | F
NOT, THEN BY THE M SSION, WTH REGARD TO MONI TORING THESE LOCAL CURRENCY
PROGRAMS. THE PRECEPT BEH ND THESE REQUI REMENTS IS THAT ONE AGENCY W THI N THE
HOST GOVERNMENT WLL BE RESPONSIBLE FOR DISBURSING FUNDS TO A REC Pl ENT
ORGANI ZATION. A 1.D. SHOULD RETAIN THE RIGAT TO RECElI VE REPCRTS, MONI TOR AND
APPROVE ACTI VI TI ES, ADEQUATE TO ENSURE THAT A I.D. WTH TI MELY ACCESS, CAN TAKE
AN | NDEPENDENT LOOK AT SUPPORTI NG DOCUMENTATI ON TO VERI FY THAT THE AGREEMVENT ON
USES OF LOCAL CURRENCY HAS NOT BEEN VI OLATED.

6. 4. A. FI NANCI AL ASSESSMENTS. IF THE M SSION DETERM NES THAT THE HOST COUNTRY
AGENCY RESPONSI BLE FOR THE MANAGEMENT OF THE SPECI AL ACCOUNT HAS THE CAPABI LI TY
TO PERFORM OR ARRANGE FOR PERFORVANCE OF FI NANCI AL ASSESSMENTS OF RECI Pl ENT
ORGANI ZATI ONS, THEN THE M SSI ON SHOULD RELY ON THE AGENCY TO DO THI'S. | F NOT,
THEN ALTERNATI VE WAYS TO ASSESS RECI PI ENT ORGANI ZATI ONS SHOULD BE DEVELOPED. A
FI NANCI AL  ASSESSMENT WOULD BE NECESSARY | F THERE WAS NOT REASONABLE ASSURANCE
THAT THE ORGAN ZATI ONS HAS ADEQUATE FI NANCI AL MANAGEMENT SYSTEMS IN PLACE TO
ACCOUNT FOR THE LOCAL CURRENCY. PRI OR EXPERI ENCE W TH THE ORGAN ZATI ON COULD

PROVI DE REASONABLE ASSURANCE. IF A US PVO OR ANOTHER DONOR'S PROJECT IS
BEING FUNDED, E.G, THE M SSION NMAY ADVI SE, |F APPROPRI ATE, THE HOST COUNTRY
THAT A FORVAL FI NANCI AL ASSESSMENT |'S NOT REQUI RED, LIKEWSE, |IF THE M SSI ON
AND THE HOST GOVERNMENT HAVE HAD FAVORABLE EXPERI ENCE WORKI NG W TH A RECI PI ENT
ORGANI ZATI ON, THEY MAY MAKE A DETERM NATI ON THAT A FI NANCI AL ASSESSMENT |'S NOT
NECESSARY BASED ON PREVIQUS GOOD PERFORVANCE. PROGRAM DESI GN DOCUMENTATI ON
SHOULD CONTAIN A FULL DISCUSSION AND DETERM NATION OF HOW ASSESSMENT OF

RECI Pl ENT ORGANI ZATI ONS W LL PROCEED. THE M SSI ON'S REPORT VERI FI CATI ON PLAN
ALSO SHOULD BE ADDRESSED | N THE PROGRAM DESI GN DOCUMENTATI ON.

6. 4. B REPCRTS. REPORTI NG ON LOCAL CURRENCY FUNDED ACTIVITIES SHOULD, AT A
M NIMUM BE SUFFI Cl ENT TO DEMONSTRATE ALLOCATI ON OF THE LOCAL CURRENCY TO THE
ACTIVITIES. THE M SSI ON SHOULD CONSI DER WHETHER TO REQUI RE THAT REPCRTS TO THE
AGENCY MANAG NG THE SPECIAL ACCOUNT ALSO CONTAIN PRQIECT EXPENDI TURE
| NFORVATI ON. WHEN LOCAL CURRENCY | S PROGRAMMED FOR SPECI FI C ACTI VI TI ES QUTSI DE
OF THE HOST COUNTRY BUDGET, THE M SSIONS SHOULD ENSURE THAT FORMAL REPORTI NG
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MVECHANI SM EXI ST OR WLL BE I NSTI TUTED FROM THE RECI Pl ENT ORGANI ZATI ONS TO THE
RESPONSI BLE HOST COUNTRY ACENCY, AND FROM THE HOST COUNTRY AGENCY TO THE
M SSION. M SSIONS SHOULD ENSURE THAT THE REPORTI NG REQUI REMENTS ARE CONTAI NED
IN ALL AGREEMENTS BETWEEN THE HOST COUNTRY AGENCY AND RECI PI ENT ORGAN ZATI ONS,
AND CONTAIN SPECI FI C REMEDI AL ACTIONS TO BE TAKEN IN CASES OF REPORTI NG NON-
COVPLI ANCE. REPORT FREQUENCY, FORVAT, AND DOCUMENTATI ON REQUI REMENTS W LL
DEPEND ON THE TYPES COF ACTI VI TI ES BEI NG FUNDED.

6.4.B.1 REPORT VERI FICATION. I T IS CRITICAL THAT THE HOST GOVERNVENT AGREE
TO VERI FY REPORTS FROM RECI PI ENT ORGAN ZATI ONS WHI CH RECElI VE LOCAL CURRENCI ES
FROM SPECI AL ACCOUNTS. | F THE HOST GOVERNMVENT FAI LS TO APPROVE VERI FI CATI ON OF
REPORTS, THEN THE M SSI ON SHOULD DEVELOP ALTERNATI VE APPROACHES FOR REPORT
VERI FI CATI ON SUCH AS MORE FREQUENT AUDI TS. AS A CGENERAL RULE, M SSIONS WLL
NOT' BE REQUI RED TO VERI FY REPORTS OF LOCAL CURRENCY RECI PI ENT ORGANI ZATI ONS.

HONEVER, IF IT IS FOUND THAT THE HOST COUNTRY UNIT RESPONSIBLE FOR THE
MANAGEMENT OF THE SPECI AL ACCCUNT HAS WEAK FI NANCI AL MANAGEMENT CONTROLS, THEN
THE M SSION SHOULD PLAN NOT ONLY TO VERI FY THE REPORTS FROM THE HOST COUNTRY
AGENCY TO THE M SSI ON, BUT ALSO TO ARRANGE FOR THE VERI FI CATION OF A SAMPLE OF

RECI Pl ENT ORGANI ZATI ONS* REPORTS. | F THE HOST COUNTRY AGENCY IS FOUND TO HAVE
ADEQUATE FI NANCI AL MANAGEMENT CONTROLS, THEN REPORT VERI FI CATION CAN BE
PERFCRVED AT A M N MUM LEVEL. NORVALLY, REPORT VERI FI CATION WLL REQURE A

M SSI ON | NSPECTI ON OF THE RESPONSI BLE HOST COUNTRY AGENCY*S ACCOUNTI NG RECORDS
PERTAINING TO THE SPECI AL ACCOUNT ACTIVITIES, [INCLUDING A RECONCI LI ATION OF
REPORTS FROM RECI PI ENT ORGANI ZATI ONS ON USES OF LOCAL CURRENCY. | N DETERM NI NG
THE NUVBER OF RECI Pl ENT ORGAN ZATI ONS TO RECEI VE SPECI AL ACCOUNT FUNDS, THE
M SSI ON AND THE HOST GOVERNMENT SHOULD CONSI DER THE ABI LI TY OF THE HOST CCUNTRY
AGENCY RESPONSI BLE FOR THE SPECI AL ACCOUNT TO MONI TOR THESE RESOURCES.

6.4.B.2 | NACCURATE REPORTS. IF, AS A RESULT OF VERI FI CATI ON, REPORTS ARE
FOUND TO BE I NACCURATE OR WTHOUT BASIS, THE M SSION SHOULD TAKE | MVEDI ATE
ACTI ON TO ENSURE COVPLI ANCE. THI' S NMAY ENTAI L CONTRACTI NG TECHNI CAL ASSI STANCE
TO CORRECT DEFI Cl ENCI ES ANDF OR THE M SSI ON ASSUM NG A GREATER RESPONSI BILITY IN
MANAG NG THE SPECI AL ACCOUNT UNTIL DEFICIENCIES ARE CORRECTED. |F PROBLEMS
PERSI ST AND THE HOST GOVERNMENT |S NOT COOPERATIVE IN ATTEMPTI NG TO CORRECT
THEM THE M SSION SHOULD CONSIDER APPROPRI ATE RESPONSES RELATED TO THE

M SSI ON'S PORTFCLI O OF PROGRAMS AS A WHOLE.

6.4.C AUDIT. M SSIONS, | N COORDI NATION WTH THE HOST COUNTRY MJST ENSURE THAT
LOCAL CURRENCY RECI Pl ENT ORGAN ZATI ONS ARE AUDI TED ON A PERI QDI C BASI S. I F
CAPABLE OF DA NG SO THE HOST COUNTRY AGENCY RESPONSI BLE FOR THE MANAGEMENT OF
THE SPECI AL ACCOUNT SHOULD ARRANGE FOR THESE FI NANCI AL AUDI TS UTI LI ZI NG LOCAL
CURRENCY. IF THE HOST COUNTRY AGENCY IS NOT CAPABLE OF DO NG SO THEN THE
M SSI ON MUST TAKE A MORE ACTI VE ROLE TO ARRANGE FOR THESE AUDITS. THE ROLE OF
THE M SSION AND THE DEGREE OF ITS | NVOLVEMENT IN ARRANG NG FOR AUDI TS SHCOULD
BE ADDRESSED |IN THE PAAD OR LOCAL CURRENCY PROGRAM DESI GN DOCUMENTATI ON. I'N
ADDI TION TO ALL AGREEMENTS TO UTILIZE SPECI AL ACCOUNT LOCAL CURRENCI ES MJST
SPECI FY AUDI T REQU REMENTS, AUDI T RESPONSIBILITIES AND SOURCE OF FUNDI NG FOR
AUDI T CF THE ACTIVITI ES TO BE FUNDED.

7.0 PROGRAM RESULTS

7.1 PROGRAM PERFCRVANCE | NDI CATORS. M SSI ONS ARE EXPECTED TO DEVELCP, IN

COLLABORATION WTH THE HOST COUNTRY “PERFORVANCE | NDI CATORS* TO QU DE THEIR
PROGRAMM NG OF LOCAL CURRENCY BY MEASURI NG THE TANG BLE RESULTS OF THE PROGRAM
TH'S ADDRESSES THE THIRD TYPE OF ACCOUNTABILITY, WHICH 1S PERFORVANCE
| NDI CATCRS. THE PERFORVANCE | NDI CATOR MJUST BE WRITTEN IN SUCH A WAY THAT IS
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VERI FI ABLE. | T COULD BE A STATEMENT, E G, THAT CERTAIN GOODS COR SERVI CES W LL
BE PROVIDED USING THE LOCAL CURRENCY, OR A STATEMENT THAT “THE AGRI CULTURAL

| N\VESTMENT BUDGET W LL | NCREASE BY 15, FOR EXAMPLE. M SSIONS MUST DECI DE WHAT
ARE APPROPRI ATE PERFORVANCE | NDI CATORS AND EITHER THE PAAD, THE PROCRAM
AGREEMENT OR OTHER SUBSEQUENT AGREEMENTS SHOULD | DENTI FY SPECI FI C PERFORVANCE
| NDI CATORS AND DI SCUSS HOW THESE | NDI CATORS W LL BE MEASURED OR EVALUATED.

7.2 NATURE OF PERFORVANCE | NDI CATCRS. PERFORVANCE | NDI CATORS, LI KE
MONI TORI NG RESPONSI BI LI TTES, REFLECT THE COWLEXITY OF THE PROGRAM THUS,
PERFORVANCE | NDI CATORS FOR PRQJIECTS WLL LIKELY BE VERY SPECI FIC MEASURE OF
PRQIECT QUTPUTS, WH LE THOSE FOR GENERAL SECTCR SUPPORT MNAY SI MPLY DEMONSTRATE
AN | NCREASE I N A LEVEL OF FUNDI NG FOR A SECTOR.  PERFORVANCE | NDI CATORS SHOULD
BE THOSE WHI CH |INDI CATE THAT THE PURPOSE OF THE CHOSEN USE OF THE LOCAL
CURRENCY HAS BEEN ACHI EVED. AGAIN, M SSIONS SHOULD DEVELOP PERFORMANCE
I NDI CATORS TO SU T THE HOST CCOUNTRY ENVI RONVENT AND THE GOALS VWHICH THEY ARE
TRYI NG TO ACH EVE THROUGH THE USE OF LOCAL CURRENCY, KEEPING IN M ND THAT THESE
I NDI CATORS MUST BE VERI FI ED.

8.0 TRUST FUNDS

8.1 A 1.D. HAS AUTHORITY TO ESTABLI SH TRUST ACCOUNTS FOR HOST COUNTRY- OANNED
LOCAL CURRENCIES. IF A 1.D. NMANAGES OR ADM NI STERS LOCAL CURRENCY FUNDS OWNED
BY THE HOST GOVERNMENT FOR ANY REASON, THIS CAN BE DONE ONLY PURSUANT TO A
TRUST FUND AGREEMENT. THE TRUST FUND AGREEMENT ENTERED | NTO BETWEEN A.1.D. AND
THE HOST GOVERNMENT DEFI NES THE USES TO WHI CH TRUST FUNDS MAY BE PUT. THE USES
MJUST ALSO BE CONSI STENT W TH ANY SPECI FI C STATUTORY REQUI REMENTS (E. G, SECTION
609 OF THE FAA) WHI CH MAY BE APPLI CABLE TO LOCAL CURRENCI ES WH CH HAVE BEEN
GENERATED OR HAVE OTHERW SE ACCRUED AS A RESULT OF A FOREI GN ASS| STANCE PROGRAM
AND DEPOCSITED IN THE TRUST ACCOUNT. SINCE THESE LOCAL CURRENCIES ARE
ADM NI STERED BY A I.D. AS A TRUSTEE AND ARE NOT JO NTLY PROGRAMVED W TH THE
HOST GOVERNMVENT, A.1.D. OAES A DUTY TO THE HOST GOVERNMENT TO ACCOUNT FOR AND
REPORT PERI CDI CALLY TO THE HOST GOVERNMENT ON THE USES OF THE TRUST FUNDS.
THI' S REPORTI NG AND ACCOUNTI NG REQUI REMENT | S DESCRIBED I N CHAPTER 5, HANDBOOK
19.

8.2 TRUST FUNDS ARE PRI MARI LY USED BY A l.D. TO HELP MEET THE ADM N STRATI VE
COSTS OF I TS OVERSEAS M SSI ONS. IN ADDI TI ON, THEY HAVE PROVEN TO BE A USEFUL
TOOL FOR EXAMPLE. WHEN USED LI KE PD&S FUNDS TO FACI LI TATE PRQIECT DESI GN AND
| MPLEMENTATI ON OF PRQJECTS. IF IS EXPECTED THAT TRUST FUNDS W LL CONTINUE TO
BE MADE AVAI LABLE PRI MARI LY FCR THESE PURPGCSES.

8.3. TRUST FUNDS UTILIZED TO FI NANCE DI SCRETE NEW PRQIECTS OR ACTIVITIES ARE
GENERALLY NOT FAVORED BUT | T | S RECOGNI ZED THAT UNDER EXCEPTI ONAL Cl RCUMSTANCES
THEI R USE FOR THI S PURPCSE NMAY BE WARRANTED. THE USE OF TRUST FUNDS TO FI NANCE
PRQJECTS MJST BE PERM SSIBLE UNDER THE TERVE OF THE TRUST FUND AGREEMENT
BETWEEN THE HOST GOVERNVENT AND A.I.D. G VEN THE SI GNI FI CANT BURDEN ON LI M TED
M SSI ON STAFFS ASSOCI ATED WTH SUCH TRUST FUND PROJECTS, TRUST FUNDS NAY BE
UTI LI ZED FOR TH' S PURPOCSE ONLY W TH THE APPROVAL OF THE HIGHEST A 1.D. OFFI Cl AL
AT POST PRI OR TO PROCESSI NG SEPARATE PROJIECT AGREEMENTS.

8.4 LOCAL CURRENCIES HELD IN TRUST, WHETHER USED FOR ADM N STRATIVE OR
PROGRAM PURPOSES, ARE NOT U. S.-OMNED LOCAL CURRENCI ES AND THEREFORE STATUTORY
RESTRI CTIONS (EXCEPT AS NOTED IN THE FORTHCOM NG FM BULLETIN NO 5, LOCAL
CURRENCY TRUST FUNDS) THAT APPLY TO APPROPRI ATED FUNDS DO NOT AS A MATTER OF
LAW APPLY TO THEIR USE UNLESS SPECI FI CALLY APPLICABLE TO LOCAL CURRENCY
PROGRAMM NG BECAUSE A.|1.D. EXERCI SES VI RTUALLY COVPLETE CONTRCL OVER THE USE
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OF TRUST FUNDS, VWHILE STILL OANNG A FIDUCI ARY RESPONSIBILITY TO THE HOST
GOVERNMENT, A 1.D. WLL APPLY CERTAIN PROCEDURAL REQUI REMENTS ON THEIR USE.
THE REPORTS THAT WERE AGREED TO BY THE M SSION AND THE HOST COUNTRY WLL BE
FILED WTH THE APPROPRI ATE HOST COUNTRY AUTHORI TI ES. IF THERE ARE ANY OLD
TRUST FUND AGREEMENTS THAT ARE STILL ACTIVE AND WHI CH ARE SI LENT ON REPORTI NG
THE MSSION WLL ADOPT THE REPORTING REQUI REMENTS QUTLINED IN THE MODEL
AGREEMENT | NCLUDED W TH THE FORTHCOM NG CONTROLLER BULLETIN ON TRUST FUNDS. I N
ADDI TION, AS A MATTER OF POLICY, A I.D. WLL APPLY THE FEDERAL ACQUI SI TI ON
REGULATI ONS (FAR) AND A.1.D. ACQU SI TI ON REGULATI ONS (Al DAR) TO ANY CONTRACT
ACTI ON PERFORMED BY A.1.D. WTH SUCH FUNDS. WHEN TRUST FUNDS ARE UTI LI ZED TO
SUPPCRT DI SCRETE NEW PRQJECTS OR ACTIVITIES, M SSIONS MJST DEVELOP, ANALYZE,
JUSTI FY, AND | MPLEMENT THE ACTIVITY AS IF IT WERE AN A |.D. PRQIECT, | NCLUDI NG
THE USE OF A PP-LI KE AUTHOR ZATI ON DOCUMENT. IT 1S NOT THE INTENTION OF TH' S
GUI DANCE TO MAKE APPLI CABLE TO TRUST FUNDS THE ENTI RE RANGE OF LI M TATI ONS AND
RESTRI CTI ONS CONTAI NED I N UNDERLYI NG LEQ SLATI ON.

8.5 HONEVER, IN UTILIZING TRUST FUNDS FOR PRQIECT ACTIVITIES, M SSIONS MJST
BE AWARE OF STATUTORY LIM TATIONS WH CH MAY APPLY TO THE USE OF APPROPRI ATED
FUNDS FOR A COUNTRY OR PURPCSE AND A.1.D. POLICY | MPLEMENTI NG SUCH LEG SLATI ON,
AND ARE ENCOURAGED TO EXERCI SE CARE | N ASSURI NG THAT THE USES OF TRUST FUNDS
ARE CONSI STENT W TH THE LEQ SLATI ON AND PCLI CY.

8.6 TRUST FUNDS NMAY BE DEPOCSITED IN |INTEREST BEARI NG ACCOUNTS. TREASURY
APPROVED A WAI VER TO THEI R CASH MANAGEMENT PROCEDURES ON LOCAL CURRENCY BASED
ON THE PROCGRAMVATIC JUSTIFICATION PRESENTED BY A 1.D. AND CRANTED A 1.D.
AUTHORI TY TO ESTABLI SH | NTEREST BEARI NG ACCOUNTS FOR TRUST FUND MONI ES WHEN THE
HOST COUNTRY AGREES TO SUCH A PROCEDURE. THE WAVI ER AUTHORI ZI NG | NTEREST
BEARI NG ACCOUNTS FOR HOST COUNTRY DEPCSI TS HAS BEEN A MATERI AL FACTOR IN OUR
SUCCESS | N OBTAI NI NG SI GNI FI CANT DEPCSI TS OF TRUST FUND MONIES. M SSIONS MUST
ENSURE THAT TRUST FUNDS PLACED | N | NTEREST BEARI NG ACCOUNTS HAVE WRI TTEN HOST
COUNTRY APPROVAL FOR THE DEPCSIT AND FOR THE USE OF THE | NTEREST PROCEEDS. THE
AGREEMENT FOR | NVESTING TRUST FUNDS CAN BE CONTAINED |IN BUDGETS COVERED I N
Bl LATERAL NON-PROJECT ASSI STANCE DOCUMENTS, ANNUALLY NEGOTI ATED TRUST FUND
BUDGETS COVERED IN A MEMORANDUM OF UNDERSTANDI NG OR OTHER WRI TTEN AGREEMENT. | N
ALL CASES COF | NTEREST BEARI NG TRUST FUND ACCOUNTS, THE HOST GOVERNMVENTS W LL BE
G VEN PERI ODI C REPORTS SHOWN NG THE AMOUNT OF | NTEREST GENERATED AND THE USES
MADE OF THE TRUST FUNDS.

9.0 ENVI RONMENTAL SAFEGUARDS UNDER LOCAL CURRENCY PROGRAMM NG

9.1 RESPONS|I BLE SAFEGUARDS ENSURI NG THAT ENVI RONMVENTAL CONCERNS W LL BE TAKEN
INTO ACCOUNT IN THE DESIGN AND | MPLEMENTATION OF PROQIECTS AND PROGRAMS

SUPPORTED BY JO NTLY PROGRAMVED LOCAL CURRENCY AND TRUST FUNDS ARE APPROPRI ATE.
M SSI ONS ARE URGED TO PAY PARTI CULAR ATTENTI ON TO HOST COUNTRY ENVI RONVENTAL
PROTECTI ON AND M Tl GATI ON PRCCEDURES | N THE LOCAL CURRENCY PROGRAMM NG PROCESS.
EAG.EBURGER
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