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 REPORT OF THE STUDY IN THE AREA OF LOCAL CURRENCY

PROGRAMMING RELATED TO PL 480 TITLE II1

The USAID Mission is in the process of developing a new
pultiyear PL 480 Title 111 agreement to be signed sometime in early
FY 1987. For this purpose it would try to determine a set of speci-
fic criteridg*for selection of projects that are eligible to receive
Title 1II funding and would consider how the records of expenditure
as well as physical progress of the projects are to be maintained so
that it meets the requirements of Title 171 provisions and facili-
tates monitoring of the project activities. This will require deve-
lopment of an accounting procedure to be followed in maintaining
records of funds generated from sale of Title 111 commodities and
subsequent disbursement of funds for implementatinw of agreed pro-
jects so “that it satisﬁﬁfihe provision of the Act that requires
stricter accountability of Title III funds. Compliance and reporting
are an essential part eof the PL 480 program. There is an obligation
to maintain records of deposits to and disbursements from the Spe-
cial Account and the need to maintain sufficiertly detailed records
of disbursement for not less than 3 years after completion of the _
full program in order to provide an audit trail. It is alsu empha-

an
sized that these recnrds be kept up to date/made available for

review by the USG.

The first agreement — PL 480 Title 1I1I was signed in 1978
with the BDG establishing a Food for Devélopment Program with a view
to (i) maintain incentive prices to farmers and to accelerate agri-
cultural development, (ii) implementation of an OMS program of food-
grains (ii1) building up of foodgrain reserves for food security
(iv) phacze out public Food Distribution System (v) wholesaling and
retailing soybean/cotton ceed oil through private sector and (vi)
utilization of Tirle 111 sale procecds for agreed development pro-

jects.



The Socond multi-year Food for Development Program was signed

in March 1982 (as amended from time to time) allowing BDG to purchase

wheat, rice, soybean oil and cotton during the fiscal years 1982

through 1984.

The responsibilities of the BEDG under this agreement were

as follows @

1.

Use the commodities provided and/or the proceeds gene-
rated from the saie of agricultural commodities financed
under this Agreement to implement and finance the deve-
lopment activities specified and agreed to by both the

governments.

Submit on or before October 1 of each year during the
period of this Agreement a comprehensive report to the
USG on the actitivities and progress achieved under the
Food for Development Program, including a specific accoun-
ting for commodities and funds generated, their uses, the
outstanding balance at the end of the most reéent fiscal
year, and any recommendations of the BDG for modification
and improvement of the Food for Development Program oOTr

the use of funds generated and deposited into the Special

Account.

Maintain adequate records for not less than three years
after completion of the program to permit review and

audit by USG.

The BDG agreed ko establish a Special Account in which it

would dep

osit the proceeds and to maintain this account subject to

the following conditions @

1)

ii)

The local currency will be doposited not later than six

months after it is generated;

Local currency deposited will be disbursed +or .he

program set forth in the Agreement.
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Devposites to the Special Account shall b%xthe local currency
equivalent to the dollars disbursed by CCC/USDA under the Agreement
(other than ocean freight differential). The BDG is required to sub-
mit quarterly reports to the American Embassy on the disbursements.

- /_Tﬁe—fi}ét pL 480 Title 111 Food for Developuent Program in Bangladesh

was signec 1n 1978 which was effective from FY 1978 to FY 1981. Under

this Agreement, $ 191.4 million in commocrties were shipped, $ 187.2

S
. pillion equivalent 1n taka generated and deposited into the Special

\
Account. $ 177.2 million equivalent in taka dispbursed from the Spe-
cial Account for agreed projects and $ 156.6 million certified for

currency use offset (Cuo).

The current Title 111 Agreemenl was signed in March 1982 and
has been amended ten times. Up to October 1985, $ 286.1 million equi-
valent in taka hes been generated, of which § 56.2 million equivalent
in taka has been disbursed from the Special Account for approved

projects and ¢ 45.6 million certified for CUO.

1t may be seen that some accounting problems remained from
the first Agrecment and these should be resolved. Moreover, the local
currency generation and project disbursements shortfall under the

Second Agreement required ccrrective actions.

The BDG has fulfilled thé terms of Title I11 Agreement, by
calculating and announcing new procurement prices fov paddy, rice
and wheat ahead of the planting season, has raised the price of
rationed commedities to bring them closer to the market prices, has
reduced the amount of subsidy for operation of its Public Food Distri-
bution Syskem, OMS was operated whenever the market price§ called for
and the private gector has been alloved tc establish cotton spinning
mills with over 12,500 spind’es. But it has always been difficult to
obtain reports from the BDG mainly due to lack of coordination of
. various agencies involved. As a result there has alwéys bren a gap
%etween what is received by the Mission from the BDG and what is
required under the ;erms cf the Agreement. After inclusion of cottoa
in the 1982 Title II1 Agreement nO .etailed report on the sale and
generation of funds has been received. Similar is the story of Soy-

bean oil.



This study 18 rainly concerned with the collection and review
of necessary information on accounting practices followed by the Hinis—
try of Food, Bangladesh Sugar & Food Industries Corporation (BSFIC),
and the Bangladesh Textile Mills Corporation (BTMC) in maintaining
records on generation of funds from sale of comm:dities received under
pL 480 Title 111 Agreement. Tt also looked into the arrangement of

depositing sale proceeds into the Special Accoumt.

The study examined the present system of monitoring the
deposit of sales proceeds into the Special Account and the disburse-
pment procedure followed by the Ministry of Finonze, specially by the
Finance pivision. It alsu reviewed the present procedure of r1eporting
expenditure againsﬁapproved development projects financed out of Title
111 funds and the system of exhibition in the budget documents of BDG
of the Title 111 funding and their linkage with budget allocations

for individual projects.

The present accounting system and record keeping in respect
of commoditics received under Title 111 Agreement, of various concerned
agencies was also examined under this study. It'also examined the sys—
tem of maintenance of accounts at the project level in respect of funds
received out of the Sales proceeds of commodities received under Title

111 Agreement.

. The reasons for backlog in the pipe 1ine of foodgrain and

§1ow utilizattion,of other commodities, specially cotton, were examined

under ghis study.

FINANCE DIVISION

FANAN Y
MINISTRY OF FINANCE
.

A
Though agreement with foreign donors are nego¢iateq and conclu-

ded by the External Resource pivision of the Ministry of Finance, the
resource exhibition in the BDG budget documents relating to loans/
grants received, is made by the Finance Division. It also allocated
funds for varicus development projects in the Development budget as
pet provision in the Annual Development Frogram (ADP) of BDG. This

Division also monitors the expenditure of all development projects



" and get them audited by the Government auditor, viz.

Comptroller
and Auditor General (C & A.G.).

The Finance pivision is also responsible for satisfying the

donors that the funds given by them have been spent on projects for

. . with
which they were given and according to the procudur(agreed upon,donors.

The Constitution of tlw People's Republic of Bangladesh pro-

vides for two separate ‘accounts' for receiving funds belonging to BDG

and funds received by BDG for specific purposes. These two accounts
are (1) Consolidated Fund, and (2) Public Accounts of the Republic.
All loans and grants received by the BDG are deposited into the Conso-

1idated Fund.

As a normal practice the sales proceeds of the commodities

received under PL 480 Title IIl should have been deposited into the
consolidated Fund. But in this case as the Title 111 Agreement pro-
vided for opening a 'Special Account' for this purpose instead of

keeping/merging the amount with the general revenues, an account has

been opened in the Public Account part of the budget under "90-Fore-
ign Aid Deposit Account™ with to sub-heads,~viz (1) Deposit Accounts
for sales proceeds of US(Title 111) foodgrains, and (2) Deposit
Accounts for sales proceeds of US(Title II1) commodities other than

foodgrains.

Now it may be seen how the Finance Division is exhibithing
the Title III aid in the BDG budget documents and what monitoring
procedure has been established for this purpose. On the ‘'receipt’
cide of the BDG budget in 1985-86 FY an amount of taxa 620 million
has been shown in the "90-Foreign Aid Deposit Account” under the
sub-head 'Depesit accounts for sales procieds of US (Title 1II)
foodgrains'. No provision has been shown under the other sub—head
'Depoist Accounts for sales proceeds ¢f US (Title III)/gggggdities.
This is not the true picture of the receipts form genefation of cash

from Title 111 commodities.

The existing procedure of adopting 'budget estimate' under
this head by thne Finance Pivision was examined. This Division adopts

the estimate under this head on the basis of the amount shown by the



Ministry of Food in their budget for sales of foodgrains received
ander Title I1I Agreement. This obviously does nét include the amount
of fund generation from sale of cotton or soybean oil by other agen-
cies. Therefore, it is necessary that the Finance Division obtains
budget estimates direct from all the agencies who are involved in
sale of Title-111 commodities. The Department of Food should supply
the figures of sale of foodgrains, while the Bangladesh Sugar & Food
Industries Corporation and the Bangladesh Textile Mills Corporation,
would furnish the estimates of funds expected from sale of soybean

0il and cotton respectively, through their own Ministry/Division.

in the BDG Development budget allocations of funds out of
PL 480 Title 111 amount have not been shown against specific projects
in 1985-86. Instead, a total sum of taka 620 million has been shown
in lump sum under one particular head of account without specifying
projects oT their individual allocations. 1ln carlier years this
used to be shown against individual projects agreed to by donors,
under the respective heads of accounts in the BDG budget. While
discussing this issue 1t was revealed that since the list of projects
to be financed during the FY out of the Title III fund, was not
received from the ERD well ahead of the time of budget preparation,
it was not possible for the Finance Division to reflect the indivi-
dual allocations of projects in the budget under proper head of
account. In agsence of this list it is hardI} possible to exhibit

them in the budget documents.

’ As for the monitoring of the Title I11 fund expenditure
against individual projects, it may be pointed out that as the
budget documents do n%t indicate the source of financing and as the
fund releasing authorities (Ministries/Divisions) do not also indi-
cate the same at the time of release/allotment the Project officers
are not aware of any specific obligation or reporting requirement
under the Agreement. As a -1ormal practice(fhe§kthey furnish an expen-

. gditure statement every month for all the projécts under them without
indicating individual activities of the projects. 1t does not say if

those projects are also being financed by more than c-e donors.



In this connection it may

be pointed out that the GAO in

its report not only insisted on projec—wise expenditure but also

" gaid that "Title III funds that support other donors projects should

be used for specific,

jdentifiable, and agreed actitvities which

can be monitored and evaluated by AID. This will help to ensure that

expenditure are

The Finance

made only for approved purpuses.”

Division has not so far issued any instructions

or directives to the utilizing agencies of Title 111 commodities and

funds for furnishing reports of periodical information regarding the

use of commodities or funds generated from sales of commodities,

though the Agreem
Finance Division comes

Special Account when th
Chalan(money receipt from t

of verifying the amount depo

value of the commodities sold.

ent required quarterly Teports in this behalf. The
to know of the amount deposited into the

e concerned agency furnishes a copy of the
he Treasury) to them. There is no system

sited on this account with the quantity/

As per the Finance Division's record, the total amount of
p )

cash generation out O

PL 480 Title 111 Agreement is as shown below :

Year

1980-81
1981-82
1982-83

1983-84

1984-85

1985-86

f sales proceeds of commodities received under

Amount (Taka) Commodity
25,11,48,210.00 foodgrains
67,03,39,863.00- "

135,82,06,238,00 Y
45,87,18,999.00 "
60,93,28,469.00 soybean oil
12,45,42,144.00 cotton
83,94,32,587.00 foodgrains !
19,83,55,109.00 cotton
10,50,00,000.00 soybean oil

3,78,07,000.00 cotten
8,44,66,144.00 soybean oil
15,18,65,000.00 foodgrains
1,19,77,000.00 "
35,72,90,000.00 "

525,83,76,763.00 Ta .a


http:525,83,76,763.00
http:35,72,90,000.00
http:1,19,77,000.00
http:15,18,65,000.00
http:8,44,66,144.00
http:3,78,07,000.00
http:10,50,00,000.00
http:19,83,55,109.00
http:83,94,32,587.00
http:12,45,42,144.00
http:60,93,28,469.00
http:45,87,18,999.00
http:67,03,39,863.00
http:25,11,48,210.00

From the above figures it is apparent that the Finance Division
does not received the full and timely information of fund genera-

tion from this source.

Again as per PL 480 Title II1 Agreement, the deposit of
sales proceeds of commodities to the Special Account shall be the
local currency equivalent to the dollafs disbursed by CCC/USDA under
the Agreement (other than ocean freight differential). But in the
Finance Divlsion there ig no record to verify the quantfty sold by
different agencies at different times, their value and the actual

amount deposited into the Special Account against the quantity sold.

For desired imprecvements in the existing arrangements in the
Finance Division in handling Title III aid, the following suggestions

are made :

1. The Finance Division of BDG should issue detailed
instructions to all concerned regarding maintenance of
accounts and records of commodities received under
PL 480 Title IIJ, guantity sold, funds generated,
amounts deposited in the Special Account, expenditure
incurred by the implementing agencies funding their
projects from this source and submission of required

Teports.

2. The Finance Division should obtain the list of agreed
projects o be financed\from Title III fund during the
FY, from the External Resource Division well in advance

of the time of preparation oi development budget.

3. The projects whlch are to be financed out of Title
III funds, should be shown with their allécatlons in
a separate sheet and exhibited under each respective
Grants (Major head) in the BDG Development budget (as
in Annex B).

e 4. 1In each FY the Finance Division should obtain
testimates' of cash generation ( as per Anmex A )
from sales proceeds of foodgrains and other commo—
dities direct from the agencies involved well ahead

of the time of budget preparation. These estimates



should be shown under two sub-heads already opened
for this purpose under the head "90-Foreign Aid

Deposit Account.

5. A quarterly report should be obtained from the agen-
cies receiving comwodities under Title III stating
the quantities received, quantities sold, funds gene-

rated and the amount deposited into the Special Account.

0. Aagencies which are financing development projects from
PL 480 Title III funds should furnish to the Finance
Division quarterly report of cash expenditure on agreed
items/activities with physical progress of works (as

in Annex ‘D').

7. Since the BDG is entitled to receive loan foreive-
ness on fulfillment of the conditions that (1) local
currency deposited equal to dollars disbursed by the
cce/usba, (2) disbursements arc made to eligible pur-
poses, ard (3) recepients meet reporting requirements,
it is necessary that the Finance Division assign one
officer (not below the rank of a Section Officer)
exclusively for monitoring the job relating to PL 480

agreement.

External Resource Division

The External Resource Division (ERD) of the BDG is respon-
sible for external resource moblization and negoglatlons with
foreign donors On behalf of the Government. The representative of
the ERD signs contract/agreements on behalf of the BDG. As per
requirements of individual agreements, necessary reports, informa-
tion, certificates, etc. are furnished to the donors by the ERD,
1f necessary, after obtaining them from concerned agencies of the

BDG.

In the ERD, nnder the Joint Secretary, a Deputy Secretary
1ooks after the USAID desk, along with his many other responsibi-
lities. A regsearch Oificer assist him in his job relating to all

agreementy with USAID. This Rescarch Officer has also to look
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after the work relating to other agreements with other foreign
donors. .n view of such work-load, it is very difficult either
for the Deputy Secretary oOr i.r the Research Officer to devote
much time exclusively for the work relating to PL 480 Title III

agreement. This requires extensive coordination with various

agencies of the BDG.

The ERD is the contact point for all foreign donors. It
is most important that this Division of BDG is properly staffed
to discharge its function. Continuous monitoring of various projcts
implemented with external funds and furnishing required reports
can only be done with adequate personnel to handle them. Another
problem in the ERD is that in the process of the BDG's general
policy of transfer and posting of its officers at regular inter-
vals, no officer of the ERD can sticy to one desk for a long
period. It becomes difficult for the new comer to pick up the job
quickly and to know about all requirements of various agreements
with foreign donors. This is one one of the causes of BDG's failure
td-meet timelymreporting obligations. On the other hand the ERD
has not established the practice of meeting with concerned agencies
at fixed intervals to sort out problems relating to the implementa-
tion of projects, if any.

The following suggestions are made for improvement of wor-

- -

king in the ERD :

1. Adequate man—power should be made available to the ERD

considering the work-load of each desk.

2. As far as possible, officers of the ERD should not be
transfered frequently. !

3. The ERD should hold at least a quarterly meeting with
officers of the concerned agencies of BDG and the repre-
sentatives of the USAID to discuss issues relating to
the implementation of the Title 111 program, generation

of funds, operation of the Special Account, reporting

of expenditure, etc.
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Ministry of Food

The Ministry of Food of the BDG gets the biggest share of
commodities received under PL 480 Title 1I1 Agrecment., Imports of
wheat and rice under this Agreement are handled by the Directorate
of Procurement as advised by the Ministry of Food and in consulta-

tion with the BDG Emnbassy in Washington D.C.

Once the commodities are received by the Departﬁent of Food
the stocks are commingled with their genecral stock. However, as requ-
jred by the Agreement the report of "Shispping and Arrival” for each
shipment, 1is furnished to the ERD by the Department of Food in the
prescribed format through the Ministry of Food. But no separate records
are maintained for Title III imports for audit trail. As and when
information 1s required they have to find out from their general files

and records of imports for that year.

So far as the information relating to fund generations from
sales proceeds of Title III commodities are concerned, the Department
of Food furnish figures to the Ministry of Food on the amount genera-
ted from OMS and sale of wheat to the millerg as and when takes piace.
The Department of Food deposits these amounts directly into the Spe-
cial Account. No regular system has been established for periodical
submission of reports to the Ministry of Food about the feceip;s of
Title III commodities, sales, and generation of fund, etc. This is

imbortant for the purpose of continuous monitoring of the program.

In this connection it may be pointed out that during the last
three years local good crop product¥on, higher external food assis-
tance, emergency commercial purchases have tended to keep market prices
below Open Market Sales trigger prices and for that reasons OMS
off-takes have declined slowing the generation of local currency. On
the other hand this has resulted in the accumulation of commodities
in the pipe line. Unless some measures are taken to lower the OMS
trigger price to allow release of stocks it is likely that the Depart-
ment of Food will suffer financial josses due to the deterioration of
foodgrains for StOTage for long period. This will also slow down gene-~

ration of 1ocal currency fund needed for approved development projects.
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Opening up OMS sales to flower mills and to the rural atta
‘crushers could not improve the situation of growing stocks in the
plpe line. This needs opening up other channels also. For example

sale/ foodgrains 1o the poorer rural consumuers through MR, in a
restrictive manner, may be one of such outlets. To make this outlet
more effective Lo ruach the poorer section of the community it is
suggested 10 restrlct the issue of foodgrains to 'A' category people.
They/gﬁg%p {foodgrains and cannot afford market price. This outlet

will also be effective in reducing accumulation in the pipe line.

Ir the Ministry of Food also, there is no ready record avai-
lable of the commodities received under Title I1I. As and when any
reports/figures is required by the ERD for submission*to the donor,
they obtain the same from the Department of Food and prepare the
report for the purpose. It indicates that there is no regular monito-—
ring of this aid by the Ministry of Food. One of the reasons for this
"gituation is shortage of adequate personnel to deal with the program.
There is only one Section Officer in the Ministry who does the job

along with many other responsibilities entrusted to him.

The following suggestions are made for the desired improve-

ments in the working in the Ministry in this behalf :

1. The Department of Food should maintain separate records
- and accounts for all imports under PL 480 Title III
Agreement, 1its sale proceeds and accé;nt of debosit into
the Special Account to facilitate audit trail as required

under the Agreement.

2. Besides the 'Shipping and Arrival Report' the Food Depart—
ment should furplsh a quarterly report to the Ministry of
Food, ERD and to the Finance Division in the prescribed

from (Annex C).

3., The report on Usual Marketing, Export Limitation Utiliza-
tion and Publicity should be sent to Food Ministry by the
Food Department, well in advance for timely reporting to

the USAID through the ERD.



4. The Ministry of Food should-take necessary steps Lo
maintain up to date records of commodities received
under tie Agreement, 3ts utilization and gencration of
funds, amount deposited into the Special Account, quan-—

tity in the pipe line, etc.

5, .An officer (not below the rank of a Section Officer) - — —

should be entrusted with the job of maintaining all
records and accounts and other related job in connection
with the PL 480 Title I1II Agreement in the Ministry of
Food.

Bangladesh Textile Ml1ls Corporation

Cotton was included in the commodity mix in the Second
Agreement because of its potential impact on rural development. The
rural based handloom industries which employ over one million wor-
kers, most of whom are women, would be relicved 1rom the chronic

shortage of yarn.

1n the Agreement there was a stipulétion that the BDG would
do away with the limitation of 12,500 spindles for new spinning mills
tn halp devalopment of the private surltor, Thin Tiwdtat fon seemed 1o
be a strong barrier to the private investment in this industry. 1t

was also decided that the BDC would allocate them cotton imported

under Government program on a proportional basis.

The BDG has withdrawn the restriction and the private sector
has been allowed to set Up NEV cotton spinning mills with over
12,500 spindles, making the investment in this sector more attractive
and viable. Further, the BDG has also disinvested a number of cotton
mills, so long managcd by the public sector. This has given 50% of

the country's spinning capacity to the private sector.

Insplte of all these steps, the BTMC is likely to remain the
ma jor useT of U.S. cotton. One of the main problems of the BIMC is
#he high price of U.S. cotton in comé}ison with the price of same

quality cotton in the world market. The BTMC is even unable to use
the full quantity imported under Title II1 Agreement due to its high

price. The Corporation is selling their product at discount price to
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clear up their stock pile.

Fror 1982 to 1985 over 116,000 bales of cotton have been impor=
ted under Title I1l agreement . The BTMC has not been able to use the
stock imported in 1985 as yet, due to sharp fall in the price of yarn
in the local market. They had to use jnferior quality cotton to cope
with the market demand for cheaper priced yarn, even the quality was not
good. The BTMC has not opened any L.C. for import of Title 111 cotton
in 1986 as yet. With the high cost of U.S. cotton, it has been diffi-

cult for the BIMC to produce and sell their products even at cost price.

The reasons for the present market behaviour are mainly due to
availability of cheaper cotton of comparable quality from other inter-
national sources and availability of smuggled cotton yarn from neigh-
bouring countries at lower prices. These problems should be addressed
jmmediately by the BDG and corrective mcasures taken early. The BDG
should take SteErn measures to prevent intrusion of smupseled cotton yarn
in the local market. The BDG may also consider allowing some subsidy

to the handloom industries using the BTMC yarn.

go far as the maintenance of accounts of the imports by the
BTMC under Title III Agreement 1is concerned it may be pointed out that
they do mnot keep any separate account for the same. As and when any
information is called for in this behalf, they furnish the same from

their different files and records maintained for imports during that

year.

Same is the story about generation of funds from the cales
proceeds of Title III imports and their deposit into the Special
Account. There is also some confusion in the minds of the people hand-
ling this in the HTMC about the rate at which funds to be deposited
into the Special Account. At one stage they approached the ERD to indi-
cate how to calcule.e the amount for depositing iito the Special Account.
The ERD in tneir letter No FRD/Am-1I/PL 480 1I1/6/83/213 dated 24th
August 1984 directed the BIMC to deposit the amount at the rate of
#]ast purchase price', though there is clear provision in the Agree-
ment for depositing the amount of sale proceeds at the rate of dollars

disbursements by the CCC/USDA, in local currency equivalent.
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v Some time age the BTMC also approached the Finance Division
to allow them to deposit cash into the Special Account at the rate
quoted in the international price bulletin for the same quality cotton
They also requested that the price difference between the US price and
the international price be met by the BDG as per the provision of the

Agreement. No decision in this behalf has yet been glven by the BDG

There is also no established system of submission of periodi-
cal reports by the BTMC in respect of cotton received under Title III
Agreement and its sale-price deposit into the Special Account. Clear
instructions should be issued by the BDG for this purpose and the BTMC

ghould furnish quarterly repoTts as per proforma given in Annex 'C'.

Bangladesh Sugar & Food Industries Corpn.

The BSFIC first received 25,000 MT CDSO in 1981 under the
First program. This quantity was sold by 1983. Under the Second pro-
gram they further received 77,000 MT of CDSO, out of which they sold
over 62,000 MT.

There has been some shift toward privétization of processing
capacity of vegoil, but the BSFIC has also upgraded its own refining
capacity upto 20, 000 MT from 15,000 MT. The private refiners have
been put into a difficult position due to large scale imports of reflned
palm oil from Malaysia. Though the palm oil is inferior in quality, it
has great demand in the poorer section of the community for its cheaper
price. However, the BSFIC hic sought to hold the market through quality
control, product integrity and a fixed level price. Till now there has
been no marketing problem for the BSFIC with their soybean oil. In 1986
the BSFIC need to purchase 20,000 MT CDSO to run their up-graded faci-
1ities at full capacity. At present the main source of CPSO for BSFIC
ig Title 1I1I imports from the U.5.A. '

In respect of the position of cash generation from the sales
proceeds of commodities received under Title III Agreement and deposit

jﬁ funds into thq Special Account, it may be pointed out that the BSFIC



is deducting amounts on the following counts from the sale proceeds

and depositing the net amount I

1. Iwport Permit Fec

2. Custom Duty

3, Development Surcharge

4. Marine Insurance

5. Post—landing charges

6. River dues and landing charges
7. Clearing and forwarding charges
8. Terminal Insurance

9. Transportation Charge

10. Terminal rent

11. Terminal loss

12. Transit loss

13. Other variable costs, including repair
and maintenance.

14. Fixed costs, including depreciation. administration
overhead, financial charges, etc.

In veiw of the above facts it is apparent that the BSFIC is
depositing much lesser amount (about 30%) into the Special Account
than the taka equivalent of dollar dishursements by CCC/USDA in this
respect. This fact has noL been looked into seriously by the concerned
_agency of the BDG and the issue has ‘not been resolved. This shows lack
of proper monitoring and co-ordinatién in the program implementation.
This short deposit by the BSFIC into the Special Account is causing
shortage of fund for financing development projects. This should be
sorted out immediately. The DSFIC may be allowed to pay 70% of the FOB
value of the Title IILI commodity, net of thelr other expenditure, into

the Special Account and the BDG should make up the difference.

So far as the maintenace of accounts and reporting are con-
cerned, the BSFIC is not different from other agencies of the BDG.
. No separate set of accounts are maintained for the commodity impoxr--
®.od under PL 480 Title III Agreement. There is no separate set of
account for depogit into the Special Account by the BSFIC for this
purpos¢. When any information is asked for in this behalf, they
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furnish the same from different files and records. This is likely

to make audit trail difficult. There is also no system of reporting
in respect of Title I1I program at regular interval. It is therefore,
suggested that the BSFIC should be asked to furnish quarterly state-
ment in the prescribed form (Annex C), without which no proper moni-

toring is possible.

Accounts at
Project level

Discussions with some of the Project Directors and other
concerned officer who are involved in project implementation with
pPL 480 Title 111 funds, revealed that they are kept in the dark
about the source of financing, at jeast at this level. They are
jgnorant about the requirement of keeping separate accounts and
obligation of expenditure and physical progress of the projects un-
der the Title 111 Agreement. No instruction or directive was given
to them for this purpose either by the concerned Ministry or the
agency under whom they work. This mainly causes monitoring diffiaelt
at their head office. Unless some clear directives are given frouw
H.0., the men working in the field level, where the actual expendi-
ture is incurred, would not know of their responsibility about repor-—

ting and keeping accounts.

To meet the requirements and obligations of the Agreement
it is very important that the project officers are told about the
source of financing of their projects and also the specific require~
ment of reporting. The BDG should issue detailed instructions in

this respect to all concerned.

CONCLUSIONS

gince the PL 480 Title III Agreement not only provides commo~
dity aid to Bangladesh but also its successful utilazation provides
funds for implementation of development projects and at the same time

[
gives relief in the shape of 'loan forgiveness', the BDG should take
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more effective BLEPS to sece that all the obligations on its part

are fulfilled properly and timely.

It may be suggested that the BDG should issue detailed instruc-
tions to all concerned about their responsibilities relating to keeping
of accounts, records of commodities received, generation of funds fror

sales proceeds of Title 111 commodities, amount deposited into the

Special Account, submission of expenditure Teports of projects financed
from this source, etc. Besides these, all efforts should be made to
ensure that 'Shipment and Arrival' statements and also the 'Comprehen-—
sive Report' omn the the a: 'ivities and progress are furnished to the
USG timely. A regular quarterly meeting onould be held by the ERD with
concerned officers of the BDG and the representatives of the USAID to
review the activities of the program and also to resolve problems, if

any, relating to implementation.
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ANNEX 'A’

ESTIMATES : 90. 3

FOREIGN AID DE

POSIT ACCOUNTS

ACTUAL REVISED BUDGET PROPOSED ESTIMALT s R EASONS F 0 R
SUB.ACCOUNT 1983-84 84-85 § ESTIMATE ESTIMATE RIVISED BUDGET ) INCRIASE/DECREASE
% ! 1984-85 1985-86 1985-8€
1 ‘ 2 \ 3 4 5 6 8

Deposit Accounts

for sale proceeds
pf Us(Title I11)

foodgrains.

Deposit Account
for sale proceeds
of US(Title III)

" Commodities other

than foodgrains.

SIGNATURE OF THE
ESTIMATING OFFICER.

,{Q



ANNEX 'B'

LIST OF PROJECTS FINANCED BY
PL 480 TITLE 1II FUND

UNDER MAJOR HEAD «ococovoroomnreremsss

1986 — 87
§ AMOUNT 10 BE FINANCED g REMARKS

TOTAL PRONISION TOTAL TAKA
JNDER THIS HEAD PROVISION FROM TITLE III FUND
) 5 § 6

SL.% NAME OF THE PROJECT

NO.
2 3 ) 4

13 2



PL 480 TITLE III COMMODITIES
QUARTERLY REPORT FOR THE PERIOD

ENDING ON . . « «
]

ANNEX 'C'

NAME OF THE AGENCY seovreavecncres
OPENING BALANCE RECEIPT DURING QUARTER SOLD/ISSUED DURING QT.§ AMOUNI DATE | REASONS FOR NOT
COMMODITY RUANTITY % VALUE QUANTITY a VALUE QUANTITY % VALUE DIPOSIT- § & § DEPOSITING FULL
TK. TK. TK. ED INTO {CHALAN] VALUE(vhere
SPL. ACT.{NO. % applicable)
1 9 2 2 3 g 4 2 5 ) 6 ! 7 8 ERE 10
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