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This report presents the resullts of audit of AID/Belize's Portfolio andOperating Expenses. The Office of the Regional Inspector General forAudit/Tegucigalpa made an economy and efficiency audit at AID/Belize.Specific audit objectives were to evaluate AID/Belize and selectedrecipients' administrative procedures, fiscal internaland controlprocedures, procurement practices, complianceand with applicable laws
and r gul at ions. 

There were several, areas where economies and efficiencies in managementand performance needed to be improved. For AID/Belize and certainrecipients, there were deficiencies in administration, fiscal andinternal controls and procurement. There were other areas whereAID/Belize and recipients were not in compliance with applicable laws and
regulations. 

Certain of the delegations of authority for AID/Belize were not clear,and due to misinterpretations, AID/Belize was innot compliancethem. AID/Belize's procurement practices 
with 

were ineffective due to theabsence of procurement expertise and an underlying urgency to establishan All) Office and get projects and activities on-stream, resulting in the
absence of support, justification and rationale 
in AID/Belize's official
files. Inventory controls were inadequate to safeguard non-expendable
and expendable property, and AID/Belize did not use the Government ofBelize's Ministry of Works equipment inventory control system for spareparts procured for the Roads and Bridges project. Basic plans andinventory controls for $200,000 in shop tools were not used. Informalaccounting records had not been established and there was no evidencethat AID/Belize had made periodic reconcitiations with its authorizedaccounting station. AiDI/Belize had not initiated reviews of its projectrecipients to determine if management, accounting and internal controlpractices were adequate, and management and internal controls overduty-free purchases gasolineof from local vendors in Belize were notadeqmate. Administrative procedures of AID/Belize were weak an( neededto he improved, and an estimated $21,931 in interest income duewas the

U..S. Government. 



Ile have recommended tha t Del ega t i ons of Author i ty he clarif ied, and thatu 
certain procurement and inventory practices be strengthened. We have 
also made recommendati ons designed to improve accounting, administrative 
and internal controls, including cost recoveries from certain AID 
recipients and the Belize Central Bank. 

You have gTenerally concurred with five of the nine report findings, and
partially concurred wit h others. You have taken strong exception to the
audit findings related to the Roads and Bridges Project No. 505-0007, and 
vou have noted that communications between yourself and the audit team 
needed improvement . Your response in its enti rety is attached as 
Append ix 1. 

I, too, agree that effective communications between management and audit 
is essential. Perhaps you did not take advantage of communications 
directed by uis through your designated auldit liaison officer, especially
in bringIng yoi up-to-date subsequent to your periodic absences (luringg
the audit. Nonetheless, in response to your observations contained in 
pages 1 to 4 of Appendix I, I have listed 30 documented RIG/A/T attemptsto effectively commnicate withI yoti and youIr desi g nated representatives
durinp the audit. These are listed in Appendix 2. In addition, your 
program staff was invited, and did accompany the mdit team on several 
field trips and interviews. 

Please provi de written not ice within 30 days of any additional 
information related to actions planned or taken to implement the audit 
recommendat i oils. 



[XF.CIrfF I VE SIDJN.ARY 

fBelize (formerly British l!ouldras) is locatedl on the Caribbean coast ofCentral America, houlnded by 'lexico and gua temala. Belize achieved u]
indepen lence from tihe lIn i ted Kingdom on September 21, 1981. Theestimated population of Bel i ze in 1984 was 161, 500. Almost one-third, or45,000 or its inhabitants lived in Belize City, the commercial capital
and I arpes t c it y. The country's main exports are bananas, citrus, fish
pro(ducts, flarments, slugar an:! t.imber. 

As of December 31, 1986 the Ag!ency for International Development projectportfolio in Belize (AID/lelize) consisted of 29 projects totaling $53 
million in obli atinns, its cmiulative Operatinp Expense was $647,685 inob igations. L.ocated in Belize City, Belize, this Office carries out theAIl) prog ram in prefabricated quarters purchased by All) and brought toBeI i Z,( for this p)(rpse. 

The OrFice of the Regional Inspector General for Audit/Tegucigalpa rmade 
an economy and 
the 

effi ciency aIjdit at AID/Be! ize. The overall objective ofaudtit was to determine whether AID/Belize and its recipients were
using resources ecoiomnicall v and efficiently, the causes of inefficient or uneconomical practices, whether wasand there compliance with laws and 
re ulations concerning matters of economy and efficiency. Specific amditobject i yes were to eval Ia te AI)/Be Ii ze and selected recipients'
admni ni strat ive procedures, fiscal and internal control procedures,
procurement prac t ices, and compi iance with applicabl e laws and
reqi IIa t i ons. 

There were several areas where economies and efficiencies in management
and performance needed to he improved. For AID/Belize and certainrecipients, there were deficiencies in administration, fiscal andinternal controls and procurement. There were other areas whereAID/i;elize and recipients were not in compliance with applicable 1als and 
regul at ions. 

Tne systems of accounting and internal control for the Government ofBelize's Central Bank were in place and were generally adequate to 
account for the generation and use of Fconomic Support Fund(I-SF)-generated local currencies, and the inventory and warehousingpractices of the Governmlent of lelize's Ministry Worksof were generally
adequate. Beginning with a staff of only 2 in Jantiary 1983, AIl)/Belizehad erected an office and warehouse, and had attracted a total staff ofabout 40 individuals. Its Controller's Office thehad in-housecapabilities to review the accounting and internal control systems andpractices of AID-financed recipients physically located in Belize. 

The audit identified several areas in nee, of improvement. Certain
delegations of authority made to AID/Belize were not clear and AID/Belize
may riot he in compliance due to misinterpretations thereof. AID/Belize'sprocurement practices were ineffective and needed to be improve(],inventory controls were not used and others were not adequate.Accounting practices internal ofand controls AID/Belize needed to bestrengthened, none of the accounting systems, practices and internal 



controls of the AID)-financed recipients located in Belize had been
reviewed, and some were inadequate. Management and internal controls
providing for duty-free purchases of gasoline from local vendors were
weak, as were the overall administrative practices of AID/Belize. 

AIlD's l)el egations of Authoritv, which define officers' authority act,were. reorg anizeot in SeFtember 1986. Certain of the 
to 

delegations ofauthority for All)/Belize were not clear, and due to misinterpretations,
AID/Betize was not in compliance with them. Consequently, the AlD/BelizePrincipal Officer exceeded contracting authorities in five instances for a cunlative amount of $99,795 in obligations. AID/Belize needs clearlydefined delegatinns of authority in order to carry out its mandate of
providing economic assistance. Contract awards executed by AID/Belize's
Principal Officer that exceedIed established authorities must be ratified
by the Al1) Procurement Execlutive in accordance wi th the Federal
Acquisition Regulations. We have recommended that four AI)/Washington
Offices take corrective actions. AID/Belize felt that it shold not be
the action office For the clarification. The awards have been ratified. 

Procurement entail s the ttilization of funds to obtain goods and 
resources. AlI) procureinent policy also calls for a reasonable measure ofcompetition between suppliers or contractors to ensure that AID pays areasonable price for goods and services. AIl)/Belize's procurement
practices were ineffective due to the absence of procurement expertise,
and an underlying urgency to establish an AID Office and get projects and
activities on-stream, and resulted in the absence of support,
justification and rationale in AID/Belize's official files. There wasinsufficient evidence to support management decisions for the acquisition
of hundreds of thousands of dollars in goods and resources, AID/Belize's
extensive use of sole-source procurement resulted in payments for goods
at hligher prices, and technical assistance services were not effective.

We have recommended that AID/Relize correct these 
 shortfalls. AID/Belize
accepted the principle of the audit recommendation, but felt the 
procurement deficiencies did not reflect procurements as a whole. 

Inventory control entails coordination and supervision of the supply,
storage, distribution, and recording of materials 
 to maintain qlantities
adequate for current needs( without excessive oversupply or loss.AID/Relize's inventory controls were inadequate to safeguard
non-expendable and expendable property. 

its 
In addition, AID/Belize did not use the Government of Belize's Ministry of Works equipment inventory

control system for spare parts procured for the Roads and Bridges
project. The non-expendable and expendable property was not beingproperly safeguarded due to ineffective management practices theand lackof written guidance on the establishment and recording of materials.
Based on AID/Washington advice, AID/Belize reversed the management plans
calling for the Ministry to manage the procurement and inventory for theRoadaand Bridges project because it considered the Ministry incapable ofhandling the task. Consequently, AID/Bel ize's non-expendable
expe11dabl e property was not being safeguarded from waste and abuse. As 

arid
a

result of not tsing the Ministry's established inventory control system,over $300,000 in project-financed Caterpiltar and Ford spare parts werecomminled with the inventory of a -local for-profit CaterpiLlar 

- ii 



dealership, and at least $50,000 in project-financed spare parts wereissued to unidentified individuals. We have recommended that AIH/Belize
improve iiventory coittrols. All1)/Belize was not. in complete agreewent buthas inlit iatecd correcLive actios including a partiatl physical inventory
of parts, and thi- establishmrient of written procedural gui darce. 

Other problems were identified suich as inadequlte controls over a shop
too] inventory and gasoline purchases, the lack of accounting controlsand ineffective d ini strati ye procedures, and the need to collect
interest earned on project disbursements. AI)/Belize basically agreed
with the findinpgs and recomneridations. 

- iii 
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AUDIT
 
OF AID/BELIZE'S PORTFOLIO
 

AN] OPERATING EXPENSES 

PART I - INTRODIffCTION 

A. Background 

Belize (formerly British Hondras) is located on the Caribbean coast of 
Central America, bounded by 1,exico and Guatemala. Belize achieved full 
independence from the Jnited Kingdom on September 21, 1981. The 
estimatedi population of Belize in 1984 was 161,500. Almost one-third, or 
45,000 of its inhabitants lived in Belize City, the commercial capital
andI largest city. ''he countrv's main exports are bananas, citrus, fish 
products, garments, sugar and timber. 

The Agency for International Development (AID) established a bilateral 
Office in Belize in January 10023. The program emphasized economic 
stabilization over the near tern, and support for investment in 
export-re ated agriculture and industry over the longer term. A 
combination of Development Assistance, Economic Support and lousing
Guaranty resources was employed. The overall U.S. objective was to 
maintain friendly relations with Belize and to assure a democratic,
independent, economically viable countr3y supportive of U.S. policies aiid 
capable of maintaining its territorial integrity. The rationale for the 
AID assistance flowed from this U.S. objective, as well as from the 
Caribbean Basin Initiative and from the Central America Democracy, Peace 
and Development Initiative. An extended period of U.S. economic 
assistance for Belize was not envisaged. The economic assistance program
is administered by an AIl)/Representative (AID/Belize) rather than a 
Missiol ([JSAID). 

As of December 31, 1986 the AIlD/Belize portfolio consisted of 29 projects
totaling $53 million in obligations, its cumulative Operating Expense was 
$647,685 in obligations. Located in Belize City, Belize, this Office 
carries out the AID program in prefabricated quarters purchased by AID 
and brollght to Belize for this purpose. 

B. Audit Objectives and Scope 

The Office of the Regional Inspector General for Audit/Tegucigalpa made 
an economy and efficiency audit at AID/Belize. The overall objective of 
the audit was to determine whether AID/Belize and its recipients were 
using resources econemically and efficiently, the causes of inefficient 
or uneconomical practices, and whether there was compliance with laws and 
regiflations concerning matters of economy and efficiency. Specific audit 
objectives were to evaluate AID/Belize and selected recipients'
administrative procedures, fiscal and internal control procedures, 
procurement practices, and compli ance with applicable laws and 
regil a t ions. 

Audit work was done at AID/Belize and at its official accounting station 
locavt'd in Tegucigalpa, londuras. Audit verification included physical 

/
 



inspections of certain inventories, reviews of records and files, tests 
of cost claims and interviews with responsible AID/Belize, recipient and 
host government officials. The audit included tests of $2.5 million in 
expenditures relevant to eight projects totaling $33.3 million in 
obligations and to the $647,685 obligated for operating expense.
Emphasis was placed on AID/Belize's Rural Roads and Bridges Project No. 
505-0007 because it was one of the first and most visible projects,
significant procurement actions were made, and it was a known problem
project. Audit fieldwork was made beginning January 27, 1987 and was 
concluded with an exit conference on May 11 and 12, 1987. During the
audit, 18 Records oF Audit Findings (RAFs) were issued. AID/Belize had 
generally concurred, responded to, and initiated corrective actions on 
most of the RA1s. On July 31, 1987 AID/Belize formally responded to our
draft awlit report and took exception to those findings reg-arding the 
Rural Roads and Bridges Project No. 505-0007. Their comments were 
considered in the preparation of this report and are included as Appendix
1. Tents of internal controls were made at AID/Belize, at the offices of 
selected recipients, and at the Government of Belize's Central Bank. The 
audit was made in accordance with generally accepted government auditing 
standards.
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AUDIT
 
OF AID/BELIZE'S PORTFOLIO
 

AND OPERATING EXPENSES
 

PART II - R'SIITS OF AIIT)JI 

There were several areas where economies and efficiencies in marIangement
and performance needed to be improved. For AID/Belize and certainrecipients, there were defi ni encies in administration, fiscal andinternal controls ar,d procurement. There were other areas whereAID/Belize and recipients were not in compliance with applicable laws and 
regilat ions. 

The systems of accounting and internal control for the Government ofBelize's Central Bank were in place and were generally adequate toaccount for the genera t i on and use of Economi c Support Fund(ESF)-generated local currencies, and the invwtory and warehousing
practices of tM Governumnt of Belize's Ministry of Works were generallyadequate. Beginning with a staff of only 2 in January 1983, AID/Belizehad erected an office and warehouse, and had attracted a total staff ofabout 410 i idividuals. Its Controller's Office had the in-housecapabilities to review the accounting and internal control systemspractices of AID-fi nanced recipients physically located in Belize. 

and 

Certain delegations of authority made to AID/Belize were not clear and
AID/Belize may not he in compliance due to misinterpretationrs thereof.AI)/Belize's procurement practices were ineffective and neaded to beimprove, l, inventory controls were not used and others were no, adequate.Accounting practices internaland controls of AID/Belize needed to bestrenthene; none of the accounting systems, practices and internalcontrols of the AID-financed recipients located Belize beenin hadreviewed, and some were inadequate. Management and internal controls
prviding for duty-free purchases gasoline local
of from vendorsweak, as were the overall administrative practices of AID/Belize. 

were 

At the time of audit, several key documents were not made available

audit due to the incomplete 

for
 
records and files of AID/Belize. Theseincluded a record of bids made by vendors to deliver and erect portablehousing; a retired Latin America/Caribbean (LAC) engineer's justificationfor management decisions affecting the host government and a for-profit

firm, and his rationale for recommending certain personal servicescontractors; and records of comnmunications between AID/Belize and a hostgovernment Ministry. Subsequent to audit, AID/Belize has stated thatmany of the documents have been obtained. Their submission of thedocumentation to this Office will assist in resolving recommended actions. 

This report contains nine recommentations. We have recommended thatresponsible AID/Washington Offices review and clarify, as warranted,AID/Belize delegations of authority. A qualified procurement officer is
needed to assist AID/Belize, and the continued usefulness of certainproject-related per:)onal services contracts need to be evaluated. Meansof improving in-holse and proiect-related inventory controls have alsobeen recommended; other rcommendat ions address accounting practices,
internal controls and administrative procedures. 
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A. 	 i-indings and Recommendations 

1. 	Contracting Authorities Were Not Clear
 

AID's Delegations of Authority, which define officers' authority to act, 
were reorganized in September 1986. Certain of the 
delegations
authority for AID/Belize were not clear, and (tue to misinterpretations, 

of 

AID/Belize was not in compliance with them. Consequently, the AID/Belize
Principal Officer exceeded contracting authorities in five instances for 
a cummlative amount, of $99,795 in obligations. AID/Belize needs clearlydefined delegations of authority in order carryto out its mandate of
providing economic assistance. Contract awards executed by AID/Belize's
Principal Officer that exceeded established authorities must be ratified
by the All) Procurement Executive in accordance with the Federal 
Acquisition Regulations (FAR). 

Recommendation No. 1
 
We recommend that AID/Belize request and obtain:
 

a) 	a review by and clarification from AID's Office of the General
Counsel, the AID Directorate for Program and Management Services, and
AID's Bureau for Latin America and the Caribbean on Redelegations of
Authority No. 99.1.202, 133.3.1 and 149.1.1 and their renumbered 
successors; and
 

b) 	 a determination from AII)'s Associate Assistant to the Administrator
for Management and subsequent ratification for $99,795 in obligations
for five awirds that exceeded the contracting authorities of the 
AID/Belize Principal Officer.
 

Discussion 

In order to effectively carry out the Agency's mandate of economic
assistance, authorities have been delegated to AID Missionsoffices, and

key officials. AID's Delegations of Authority have been centralized in

AID landbook 5. The system 
 had numbered delegations chronologically;
redelegati ons were nllfbered based on the underlying delegation.
Effective September 1, 1986, Delegations of Authority were reorganized
along functional lines, and the tenm Redelegation by Authority was
 
abolished.
 

Because deiegations of authority have been rewritten, revoked andrenumbered during the Agency's life, the status of these rules is
sometimes unclear, and one delegation of authority may have been
revoked. We identified three delegations of authority and one AIDacquisition regulation (AIDAR) pertinent to AID/Belize contracting
authorities. ie three redelegations of authority were nmbers 99. 1.202(which was not cross- referenced to a new number), 133.3.1 (now Delegation
of Authority No. 755) and 149.1.1 (now Delegation of Authority No. 452).
Each affected the AIID/Be l i ze Principal Officer's contracting
authorities. As shown below, these (esignation changes did not alter the 
original authorities. 
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Ceilings for 
Personal Operational

Delegation Grants/' Cooperative Services Program
Date No. Contracts Agreemtients Contracts Grants 

2/23/83 99.1.202 $ 100,000 $100,000 $250,000 $1,000,000 

4/29/83 133.3.1 (755) 	 NANA 	 NA $ 500,000 3/
 

6/01/85 149.1.1 (52) $5,000,000 1/ $100,000 NA NA 

12/26/85 702.170.10 $ 100,000 2/ NA $250,000 NA 
(AIDAR) 

Redelegation of Authori ty No. 99.1.202 - On Febroary 23, 1983 this 
Redelegation of Authority Reatrding Contracting Functions was issued by
the Director, Office of Contract Management for All) 'Mission Directors and 
Principal Officers in Latin America and the Caribbcan. The redelegation
e' tah) i shed cei rings on contracts, grants to other than foreign 
governnents, cooperative agreements, personal services contracts and 
operational program grants (OPRs) to U.S. Private Voluntary Organizations

(PVOs). The redelegation was comprehensive in that it covered almost all
 
the contracting modes normally used by AID.
 

This redelegation of authority included AID/Belize and gave its Principal
Officer "authorities to sign" contracts, grants to 	 other than foreign 
governments an cooperative agreements, and amendments thereto, provided
that the aggregate amount of each instrument did not exceed $100,000. 
The redelegation of authority gave the AID/Belize Principal Officer
"authorities to sign" personal services contracts provided the aggregate 
amount of each instrument di( not exceed $250,000. Finally, the 
redel ega t i on of amthori ty ,gave the AI D/Beli ze Principal Officer
'tauthori ties to sign" operational program grants to PVOs provided that 
the aggregate amount of each OPG didrnot exceed $1 million. On )ecember
26, 1985 the ceilings of $100,000 and $250,000 for contracts and personal
services contracts, respectively, were confirmed in AII)AR 702.170.10. 

Of 	 greater concern is the possibility that Redelegation of Authority No. 
99.1.202 has been revoked, leaving a potential criteria vacmun For 
AID/Belize as to whether or not the $1 million ceiling for OPGs is still 

1/ 	 Addressed only grants to other than foreign governments. Contracts 

were not included. 

2/ 	 Established a ceiling only for contracts. 

3/ 	 Even though the Delegation of Authority states grants to PVOs, we 
were advised that the intent was OPGs to PVOs. 

- 5 
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in effect. The newly organized AID Handbook 5 contains a table showing
the old and new numeric designations for all existing delegations. This 
table did not cross-reference Redelegation of Authority No. 99.1.202,
indicating that it is no longer in force. We were advised that the 
Redelegation of Authority may have been revoked on June 1, 1985. 

Redelegation of Authority No. 133.3.1 - This redelegation of authority 
was issued by the Assistant Administrator, Bureau for Latin America and 
the Caribbean, on April 29, 1983. Effective April 29, 1986 it was 
changed to Delegation of Authority No. 755. Both gave the AID/Belize
Principal Officer the "aut:hority to authorize" project assistance for 
grants to PVOs, including amendments, for total life-of-project funding
not to exceed $500,000. They did not establish ceilings for contract.', 
grants to other than foreign governmencs, cooperative agreements anl 
personal services contracts. They lowered the AID/Belize Principal
Officer's ceiling for grants to PVOs from $1 million to $500,000.
 

In our opinion, allowing the AID/Belize Principal Officer to sign OPGs up 
to $1 million, yet requiring clearance from AID/ashington for those 
exceeding $500,000 was inconsistent and placel an additional 
administrative buren on the Principal Officer in executing OPGs and 
supporting the PVo concept. Also in our opinion, Redelega.ion of 
Authority No. 133.3.1 (now 755) should have at least been cleared by the 
Alf) Procurement Executive prior to issuance to ensure that there was no 
conflict with other existing delegitions of authorities. 

Redelegation of Authority No. 149.1.1 - This redelegation of authority 
was issued by AII)'s Associat, Assistant to the Administrator for
Management and was effective ,Jure 1, 1985. It was changed to Delegation
of Authority No. 452 effective September 1, 1986. They gave Mission 
Directors and AIl) Principal Officers in the field, including Belize, the
'authority to execute" cooperatire agreements and grants to other than 
foreign governments provided that the aggregate amount of ea:h instrument 
did not exceed $100,000 and $5 mi~lion, respectively. However they did 
not establish ceilings for personal services contracts or OPGs. 
Technically, they only raised the ceiling for grants to other than
 
foreign governments from $100,000 to $5 million.
 

Contract Ceilings Exceeded - There were five instances where the 
AID/Belize Principal Officer execute(d agreements, and amendments thereto,
and the aggregate amounts exceeded delegated authorities. For personal
services contracts, we used the $250,000 ceiling established in 
Redelegation of Authority No. 99.1.202 and AIDAR 702.170.10. For
 
contracts too, we used the $100,000 ceiling established in Redelegation
of Authority No. 99.1.202 and AIDAR 702.170.10. These needed to be
reviewed by AIl)'s Procurement Executive for ratification, as needed. 
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Established In
 

Agreement No. Type 
 Amount Ceiling Excess
 

(1) LAC-0007-S-00-4023-00 PSC $ 271,126 $250,000 $ 21,126 

(2) LAC-0007-S-00-4026-02 PSC $ 266,786 $250,000 16,786
 

(3) 505-0012-C-86-0007 
 PSC $ 251,483 $250,000 1,483
 

(4) 505-0000-C-00-5224 Contract $ 155,000 $100,000 55,000
 

(5) 505-597-0001-C-86- Contract $ 105,400 $100,000 5,400 

0025-01 

TOTAL 
 $ 99,795
 

During the audit, AID/Belize initiated immediate actions correctto these
conditions. They responded that ratification had been obtained fromAll) Procurement Executive for the $21,126 obligations 

the 
in for Agreement

(1), above. Moreover, ratifications were in process for Agreements (2),(4) and (5) above, which totaled $77,186 in obligations. Expendituresfor Agreement (3), above, were only $117,800 and AID/Belize reported thatit reduced obligations to that amount, therefore lowering the coiling
within the Principal Officer's althorized delegation. AID/Belize alsodemonstrated that it lid not exceed established ceilings for two OPGsthat appeared to he $315,000 in excess, and agreed that the subject
delegations of authority were not clear as follows: 

IISAII) met with IAC/;C [Latin America and Caribbean,
General C/ msel seve'al times to clarify delegations
to USAID/Belize, especially in relation to questions
raised by RIG/A/T on redelegation Nos. 99.1.202,
149.1.1, aind 133.1.1. On 4/30/87, LAC/GC and USAID 
also met with IM/AC [ Inspector General, Legal
Counsel 1. In that meeting, all parties agreed to
points raised in the Me,'.orandum from Rodney Johnson,
IAC/GC to Robert Perkins, IG/lC. Briefly, those 
points were tIat: the $500,000 limitation relatedsolely to the authori ty to authorize project
assistance; Redelegation of Authority 99.1.202, in
effect between February 23, 1983 and June 1, 1985,
authorized the All) Representative to execute OPGs with
PVOs at NTE [riot to exceed] $1,000,000; and Delegation
of Authority (DOA) 452, in effect from June 1, 1985 to
the presentu, authorizes the AID Representative to 
execute nongovernmental grants at NTE $5 million. 
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The Memorandtun concludes that "assuming the two OPGs 
were signed between February 23, 1983 and June 1, 
1985, the AID Representative in Belize had authority 
to sign individual OPGs up to $1 million and there 
would appear here to be no violation as one OPG was 
for $700,000 and the other $615,000." USAII) 
understands that in the telcon received by RIG/A/T 
from IG/LC on May 11, 1987 at [SAID, IG/LC expressed 
agreement with the IAC/GC opinion as contained in the 
Memorandumi. OPG No. 505-0023 was signed on July 31, 
1984, while OPG No. 505-0024 was signed on August 30, 
1984. It should be noted that OPG No. 505-0024 was 
amended on January 7, 1986 when DOA 452, limiting the 
AID Representative to $5 million for nongovernmental 
grants was in effect. 

The opinion from IAC/GC indicates that the AID 
Representative/Belize did not exceed ceilings in the 
cases of OPGs 505-0023 and 505-0024. IJSAID agrees 
with RIG/A/T that there is a lack of clarity in 
Delegations of Authority, and in its FY 1988-89 Action 
Plan, credited RIG/A/T in identifying this problem.
 
[emphasis added]
 

Management Commen ts
 

Pages 9 to 11 of Appendix I contain AID/Belize's responses to the finding 
and recommendation. Subsequent to audit, AID/Belize obtained another 
opinion from a Regional Legal Advisor (RLA). Basically, this RLA thought 
that the subject Delegations of Authority were not ambiguous and that the 
reconmended clarifications were not needed. The RLA concluded that the 
auditors were confused as to the distinction between project approval and 
authorities to sign executing instruments. Consequently, AID/Belize
suggested that Part a) of Recommendation No. 1 be redirected to 
AID/Washington. AID/Belize also provided additional information on the 
status of ratifications made by the All) Procurement Executive. 

Office of Inspector General Comments
 

AITD/Belize at first agreed that there was a lack of clarity in 
Delegations of Authority and had noted this in its Action Plan. Also, 
AID/Belize stated that it had met several times with its AlD/Washington 
legal advisor about: the subject Delegations. In the draft audit report 
we noted that our inquiries to various AII)/Washing ton legal advisors had 
resulted in inconclusive responses. Since both AID/Belize and this
 
Office had already sought senior-level legal advice from their Washington 
headquarters offices, we do not understand why AID/Belize subsequentl.y 
pursuedI leg al advice at the field (RLA) level. Nonetheless, the 
d issent i tig opi rion of the RTA further confirms that the subj ec t 
Delegations of Authority need to be addressed. Since the audit finding 
is AlD/Blize-specific, it is appropriate that AID/Belize be the action 
office for the recommendation. AID/Washington may wish to address other 
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ambiguous Delegations at its convenience. Therefore, Part a) of 
Recommendation No. I has not been redirected to AID/Washington as 
suggeste(. AID/Belize has provided sufficient narrative to resolve Part 
b) of Recommendation No. I which may be closed upon receipt of evidence 
that the All) Procurement Executive has ratified $98,312 in obligations, 
and evidence that AII)/lBelize has lowered the ceiling for Contract No. 
505-0012-C-86-0007 From $251,483 to $117,800.
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2. 	AID/Belize's Procurement Practices Were Ineffective
 

Procurement entails the utilization of funds to obtain goods and
 
resources. AID procurement policy also calls for a reasonable measure of
 
competition between suppliers or contractors to ensure that AID pays a 
reasonable price for goods and services. AID/Belize's procurement

practices were ineffective due to the absence of procurement expertise
and an underlying urgency to establish an AID Office and get projects and 
activities on-stream, and resulted in the absence of support, 
justification lndrationale in AID/Belize's official files. There was 
insufficient evidence to support management decisions for the acquisition

of hundreds of thousands of dollars in goods and resources, AID/Belize's 
extensive use of sole-source procurement resulted in payments for goods 
at higher prices, and technical assistance services were not effective.
 

Recommendation No. 2
 
We recommend that AID/Belize:
 

a) 	 coordinate with the Bureau for Latin America and the Caribbean and 
formally designate a qualified procurement officer i) to provide 
training to the designated Mission procurement officer, develop 
procurement procedures, and ii) to make periodic visits to AID/Belize 
to ensure the efficient and effective implementation of the 
procurement systems; 

b) 	either abandon the Personal Services Contracting concept for the 
Roads and Bridges Project No. 505-0007 and, in coordination with the 
Government of Belize's Ministry of Works, procure the services of a 
reputable consulting firm to provide technical assistance for Phase 
II of the project; or 

c) 	realign the Personal Services Contractor team assigned to the Roads 
and Bridges Project No. 505-0007 so that a project team leader is 
named, and defined implementation and reporting responsibilities are 
established.
 

Discussion
 

Procurement responsibilities may be assigned to a host country, a U.S. 
Government entity (including AID), or to a combination thereof. If a 
host country assumes procurement responsibility, it may either assign
that responsibility to an agency of the government, retain a commercial 
purchasing agency in the U.S. , or assign materials purchasing 
responsibility to a technical services contractor. If AID accepts 
procurement responsibility, it may either undertake the procurement of 
services of commodities itself, include responsibility for procurement in 
a contract, request another 1J.S. Government agency to make the 
procurement, or make arrangements for" procurement with a conunercial 
purchasing agent based on the request of the host country. 

AID/Belize initially accepted procurement responsibility to find and 
lease property anl to erect an AID office and warehouse during 1984 
because adequate facilities for purchase or lease did not exist. During 
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this time AID/Belize also accepted procurement responsibility for one of 
its first and most visible projects, even though the host goverrunent's 
executing entity had been deemed capable of the procurement function. 
The absence of procurement expertise at AID/Belize, and the underlying 
urgency to become established and start projects resulted in several 
sole-source and other procurement actions that were not fully doculmented 
or justified. In several instances, prices paid by AID/Belize exceeded 
those that would have been paid by prudent management. 

Porta-Kamp Procurement Using Operating Expense Funding - On September 24, 
1984 ATl)/Belize executed a contract in the amount of $179,099 with the 
Porta-Kamp Manufacturing Company, Incorporated for the delivery anl 
erection of a prefabricated, two-story office building andl concrete 
foundation. The source of funding was operating expense. It could not 
be determined if ATID/Belize paid the best price for the prefabricated 
structure because there was no evidence that the procurement had been 
advertised and conpetitive bids received. Nonetheless, by mid-December 
1984 the AID/Belize office building had been erected (see Exhibit 1). 

In September 1985, AID/Belize's General Services Officer requested a 
waiver to contract sole-source with Porta-Kamp for the delivery and 
erection of a warehouse and office at an estimated cost of $25,000. In 
addition to using as justification Porta-Kamp's excellent performance on 
the delivery and erection of the two-story office building, a $67,000 
increase in AID/elize's operating expense fund i ng was used as 
justification to forego conpetitive bidding procedures so that operating 
expense funding could be expenIc,! before the end of the fiscal year.
Unused operating expense fun,!s must be returned to the U.S. Treasury if 
they are not obligated in the fiscal year for which they are 
appropriated. Again, a contract was awarded to Porta-Kamp without 
determining if AID had received the best price. 

Porta-Kamp Procurement Using Project Funding - AID/Belize's association 
with Porta-Kamp also influenced project procurement. The Roads and 
Bri ',es Project No. 505-0007 had started in September 1983. 
U.S.-procured technical assistance had been, or was in the process of 
being, contracted to assist the host government in constructing 300 miles 
of secondary roads and 54 bridges. Mobile housing was needed to 
facilitate the contract technicians' provision of assistance at the work 
sites with a minimum of travel. Because of shipping costs, the concept
of mobile housing was abandoned. Instead, AID/Belize contracted, on 
behalf of the Ministry of Works (MOW), with Porta-Kamp to deliver and 
erect five prefabricated housing units at an estimated cost of $119,270 
(see Exhibit 2). There was no evidence in AID/Belize's files that the 
housing requirement had been advertised for competitive bidding. The 
Principal Officer advisedI us that the procurement was made on the basis 
of a recommendation made by a IAC engineer. A contract technician 
advised us that three bids had been received, and Porta-Kamp selected. 
There was no record of the three bids at AID/Belize. However, other 
correspondence helped to clarify the issue. 

On January 27, 1984 the former Ministry of Works advised the AID/Belize 
Principal Officer: 

- 11



The recommended procurement of portable housing from 
Hanet International is made pursuant to 
 a
 
determination by All) permitting informal solicitation 
to be used and a waiver by AID of advertising. In 
this regard, the solicitation by AID on our behalf 
from Porta-Kamp, Ilanet International and Modular 
Complex Company complies with the requirement to 
solicit a reasonable number of sources. The Itanet 
International quotation is the lowest price received 
and the most advantageous to the purchaser. 
(Underscoring added.) 

Also on January 27, 1984 the Acting AID/Belize Representative advised the 
former Ministry of Works: 

At this time, we are not furnishing for your approval 
or signature a purchase order for the housing units.
Our review of price quotations received indicates that 
additional inquiries must be made to Porta-Kamp and 
itanet International in order to assure your award to 
the most advantageous offer.
 

Then on February 6, 1984 the former Ministry of Works advised the
 
AID/Belize Principal Officer:
 

The recommended procurement of portable housing from 
Porta-Kamp is made pursuant to a determination by AID 
permitting informal solicitation to be used and a 
waiver by AID of advertising. In this regard, the 
solicitation b)r AID on our behalf from Porta-Kamp,
Ianet International and Modular Complex Company
complies with the requirement to solicit a reasonable 
ntunber of sources. The Porta-Kamp quotation is the 
most advantageous to the purchaser. (Underscoring

added. ) 

On March 19, 1987 the former Minister of Works, who was responsible at
the time, advised us that the host government had no records or files on
this procurement, and that he did not know which of the three companies
had made the most advantageous offer, lie added that the January 27, 1984 
and February 6, 1984 correspondence had been prepared in AID/Belize and
merely passed on to him for his signature. Subsequent to audit,
AID/Belize apparently received frn the aforementioned Minister of Works 
correspondence that contradicted his March 19, 1987 comunents. Pages 13 
to 15 of Appendix I contain the former Minister's latest recollections on
 
the process of selection that resulted in the Porta-Kamp award, including

his surprise that the Ministry of Works offices had no records of files 
on the procurement. Notwithstanding this reversal in posture, on March
20, 1987 we verified with the current Minister of Works that his office
did not have a record of the procurement. Also, as reiterated on page 8 
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-- The purchasing agent's fee of 12 percent was 5 percentage points too 
hi gh for this type of procurement. 

-- The purchase orhers cal led II.S. ocean evenfor f1ag shipment though
no such service existed and a waiver already had been issued. 

-- The purcha sing agent presen ted documen tat ion for payment to
AID/Belize rather than to the host government in accordance with the 
purchase or',ders. 

The Regional Commodity Malagement. Officer concluded that the shortfalls
appeared to he the result of limited staffing and the fact that theindividual tasked wi th the procurement was inexperienced in applying All)
regulat i oris and procedures. 

AtI/Belize was critical of the aud it because this example represenlted 0.7percent of its total off-shore procurement and because they thought thatthe a ditors pointed out that AID/Belize was in error requesting I..S.flag vessels. As c learly stated above, the shortfalls and conclusions 
are those of a qualified All) Conmodity Management Officer. 

Contracting - A key eleiiaent of procurement is contracting for technicalservices. The contracting process followed by AIl)/Belize resulted ininefficient technical assi stance. In order to provide technical
assistance ard t raining for the Roads nnd Bridges project, Al1)/Belizeexecuted seven p-,csornal services contract s (lP-;Cs) totaling $1.5 million.The AI)/Be I i ze 1r inci pal IOf ice r was proh i)ited from executL inginstitutional contracts in excess of $100,000 ,hich, in our opinion,would have prever, tiel from ng wi Lhhili exectiI contracts reputable IU.,S.
consult ing/engineering firms. lowever, this official advised us that thepersonal services contraeLing route was taken lased on the recommendati on
of a LAC eng ineer who was familiar with certain individuals withb provenexpertise in field. Therethe was no record of the recommenda t ion at

AID/Be Iize. AID/Bel i ze subsequently reported the June 
 16, 1987acquisition of a letter frx the IAC enineer containing the rationalefor using PSCs: they had loca ted a crew who had (one effective work for
All) in three African countries; and All) could contract for l'SCs at their

base sal ary rate, res ulting in savings of 30 percent to 40 percent
comparel with the contract price of a consultant firm. Nonetheless, whatresijl ted was the attraction of seven individuals to Belize who were notorganizet as a team. The First indtividual signed his PSC on January 41,
198.1, thro last. individual si !ned his PSC over a y'ear later on January 18,1985. The project started on September 30, 1983 and, at the time, was
due to le comple tel on January 1, 1987. The reason for the lapse of ayear in execluting the first and final contracts was uhe to AI)/Belize' sint ro,lc: tion of a bridge component into the project by project papera
amenlnent, the rsy in g req forcrea the i rement an expert in bridghe 
(ons I ruct iol. 

The so ll o I a ts Were vagiue ats to the seven rout.lrac Lots ' repor L rigresponsiiilitv or- who was in charge. It could be con:;runed thaIt all but
thr,,e of the ro'n ractors were to report to the AID/Belize Irincipal
Officer. One coulld concluht that the eputy Project ,anag,er was to 
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report to the Roads Project. ;.anager. Yet, while providing technical
advice to ce r ta i n host governmen t bri dge silpe rv isors , the unt i tIed 
seventh contractor dlid not la ve a designated reporting responsibiity.
Atl SO, i t was not- cl ear whether there was a con tract Team leader; 
according to his contract the Roads Project Manager was rIot responsible 
for the Bridges coiipoient of the project.
 

In re alitv, th,, Rods Projecl . ,Ial,t7er atteitptel to function as contract 
tim le;adler as well ats AID/BlIelize project officer for the project. What 
resitIted was res istance to the Roads Proj ect lanager by c,;rtain of the
 
weri-mnll servic:,s cin ianitors who founid it. idvanri t ageous Ih) .2oilnuicate
and leal direc tlv with the Al l)Belize lrincipal 1)fliiccr. l'h. sittit n 

afflon! the seV(0l cont ric tor- dleteriorated to a level iere the second 
senior contractor a vi sem us that there wis poor coumiinicat ion fromn "top
to hot t u," tnit Pier was a large aiiiount of frict ion and that the two 
top-lranked colit italos id r1)t talked to on(e aiotlie r for two yrs. liel 
reco11c, t ha t colt. r;ut the plmntcd II theilIlle, a for Phase or project 
shouI Iho aw ,rdle,I to a f i in. 

The p rot)Iem was exacerhatol Iw the paucity of direct-hire project
officers. The Principal Officer maintained AID/Belize was severely
understaffld Frin its inception ttil April N85. It was established in
 
January 
1983 an! operated witIh a staff of two U1.S. direct-hire officers. 
Fr~xi !Decimiber :983 to April 1985 AID/Belize operatedl with a staff of 
five, two of which wvre U.S. direct-hire officials. Subseqielit to April
1985 staffing inc reased to about 30, inclu(ding 6 II.S. direct-hires. At.
 
the time the seven project contractors were mobilized , there were only
two IU.S. direct-hi res in A!Il/Beli ze wiho hal the aiithori ty to make
 
management decisions involvin.g the use of All) funds. (The third country

nationals and personal services contractors did not have this authority.)
 

Ilowcve r, the AIl)/Be ize Principal Officer d id not change the reporting
responsibi lities of the seven project (olitractors when the Agricul ture
Devel r,mnent Off i cer (ADO) arrive d at post . The contractors continued to
dc' ! directly wi th the AID/Belize Principal Officer on project-related 
matters. Obviously, this added tension between the AI)O, the project
contractors and the Pr inc i pa I Of fice r. %lanageient dec i s ions,
communicat ions flow and correspondence circumvented the AID) and therefore 
short-circuited attempts to effectively monitor the project by the 
designated proje.ct officer. 

Procurement Plannig - Accor ling to All) IHandbook 3, procurement planning
is a key component of proj;c t imp lemientat i on pl ann ing. ProcureIent 
planning includes the lesignation of r,.sponsibi li ties as well theasestablishiient of t ransportation and a log stics control system. Through
the II.. ;overninent's Excess Property l'iograin, AID)/Belize procired 54 
bridges from Europe for the Ruiral Roads and Bridges Project No. 505-0007 
at ai estiiiatel cost of aboit $350, oot. It ras enivisiouI that the
(Gove;riieit of Be I izo would he able to ,rec. tlIN bridges OIl atlultmleints
based on 11.,. specifications. Ihit, sol I qutal ity and coint, hulilyidtv
and tHie cxt. relliely rai ny weat her coni itions in Al)/Bellize necessitated the: 
consltri ct i on of sturd i e r, iiore permanent- type bridge abitiiments. 
Consequ ently, 0lly 3 of 54 bridges had been construlc tend, the reina i nn,
briglre components lay idle and leteriorating as illiustrated in Exhibit 3. 
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AID/Belize thought that the problem relative to bridlge erection was not1irectly related either or theto planning to techinical aspect of the
constrcicton of bridge abutrments. They said that the real problem lay inthe shifting of bridge priori ties which had restil ted from a (1984) change
ill govern)met administration. They added that planning aspects with theprevious administration wore intense and that there was very deep
involver,,n t by the current administration on the project. We held
interviews with lthte current Minister of Works amd two predecessors.
These officials advised us thit the M)W had been bhp,:ssedI on mattersproject planning anid that commuuinications between 

of 
AI!)/Belize and the .,)WIneedted to be improved!. 'Trhe consensuis was that the Office of the N)W liadheen used by AlI)/Be! ize only ht) obtain needed signatures. For example,

WC were advise! that the MOW did not participate in plans to procureequiipment 
 an! spare parts for the project, the NrOiW only certified 
mmemoraiida that tld a lread) been prepared in AID)/Bel ize. They also
advis(el tinit lhiir w:rniniI1lS roncering construlmtiol of I)riAlge abltments 
wir' rot lieede:,. 

In conclusion, it is All) policy to involve the host government in matters 
4 project plinning , directCion anl iiplementation. AID/Belize needis toresolv e tihe conceris expressedl by high (;overlllerit of Beli ze officials.
Basic All) procurement procedrlies had not been used by AID)/Belize. There 
was insuiff icient evid(hen( to support mranagement decisions for hundreds ofthousands of (lo1 la rs i n procllreiient, arid the use of non-compet itive
hidd,ing practices resiited in payments for commodities at excessive 
pri ces. Moreover, A i)/BIelize il1 not have ready access to a qualified
procu;remen t office r. Two of AI)'s procllr ment officers are stationed
the neighboring countries of (;atemiala and 

in 
IHonduras. AID/Belize and theBureau for latin Aerica and the Caribbean need to arrange for thetemporary duty (TIY) services of one of these. 

Management Cmniments 

Pages 11 to 29 of Appendix I contain AID/Belize's objections to the audit

finding. Basically, they thought 
 that the specific examples provided hyaudit were not sufficient to denonstrate that the universe of AI1/Belize
procurement practices were ineffective. They also pointed out that major
)rociureient respons i)i 1i ty for the Roads and Bridges proj ec t wasdelegated to AID/Washington in the project paper, and that off-shore

commodtity procurement, was made by the Gov'ernment of Belize, assisted by
AID/Be Ii ze. AI/Belize accepted the principle of the aud itrecorienda tion. They no te that a Regionril Commniodity Management Officerwoull assist AID/Belize in the future and that the status of the personal
services contracting team would be addressed in the design for the next
phase of the Roads and lr'idges project. 

Office of Inspector General C imments 

The examples cited herein are only fewa of several probl[ems withAf[)/Belize's p)rocurenent practices. In addition to the shortfalls noted
by the All) Coinilo li t y Management Officer discissed earlier in thissection, on March 2, 1987 tire Regional Contractigig Officer advised thathi s cortracting authori ties had been ci rcumvented, that there nowas 
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competence in AID)/Belize to perform such procurenent, that there had beena litany of errors result ing from AID/Belize attempts to do its otnp rocu remen t, and, at present , AID/Bel i ze Ss incumibent procu remen tspecial ist coul d not pe rform complex instituttional technical assistance
procuremrent. The Regional Contracting Officer sai, tha t AID/Be I i ze' sincumbent pIroCoremnt special ist would, in time, levelop the necessary
capacity if cootint logistic support an I training are provided. Theseconclhions Further support the audit fincding. Part a) of Recommerndation
No. 2 has been ,oA ifile to include formal designation of a qualifiedprocure'ment 
officer to assist AID/Belize, the Cornmodi t y ,lanmqgenentOfficer referred to by AID/Belize has provided expert ise only on an adhoc , invi I:tIioral hasis. Al I parts of Ri,colllliend tioil No. 2 wi l l remain 
open pe0, Ipinog completi orof imilagemient acti ois 
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3. 	 AI/B)/lize IiJlveltory Contr) I s Were I naceIqua te 
Inventory control entails coordination and sIprvision of the supply,stc)rapge, distribution, and rcord in , of materials to maintain quantitiesad ,tI!qI a te for cItIrren 1t needs wi thou t e0cessive oversupply or loss.A l )/Bel i ze 's inven torV con t~o Is we re i nadequa to to sa feguard i t-snon-expendable and expendable property. In addition, AID/Belize did notIitsc the Goveroment r) F Be Ii ze 's Minis! ry of Wqorks (,MJW) ('u ilp)nI tinventory control system for spare parts procured for the Roamls aniBridIges project. The non-,,xperidabh.1 aml experlahBle j)roperty was nothei ng properly safeg a rdten I hI, 	 to ineffective management practices a"iithe lack of' written qu id ance on 	 the establishrueit and ecording ofmateriails. Bas0 l on AID)/Washington advice, AlD/Belize revocse I t heima flagIlen t plans :al I ing for the MOW to manage the procurrement andriven t )rv 	 for the RoadIs a 11( Bridlgq(s project becaIse it consider, I the MOIVi ca p; 1) e of handI iri the task. Consequvnt 1l', AIl )/Bel i ze'snon-expendable am! expendabl, property wis iot heing safeguarded fromwaste and abuse. As a resilt of not using the 's establ) ishedinventory control sys'tem, ovcr 

and 	
$300,000 in project-1 i nanced Caaterpillar[ord spare parts welne com ingled wi th the inventory of a localfor-prof i t Caterpi liar dealership, and inat least $50,000projvcl-financed spar" parts were isseltd to unidentified individuals. 

Recomuend:ation No. 3 
We recomimeid tlia t AI1/Be Ii ze: 

a) 	 provide written giidance on the establishment an( irrplerentation ofinternal control procedures to safeguard AIID/Belize's expendable andnon-expendable property, arid make a physical inventory of allnon-expendable anc experndale property as a first step in setting up
an a heqiuate system; 

b) 	 schedhile and make, wi th the Covernnent of Be lize's Ministry of Worksan inventory of CaLerpill-ir and Ford spare pa;r.s Ftinanced by ProjectNo. 505-0007 located at the CHI-COL warehouse in Belize City, Belize,value the inventory, in coordination with the Ministry of Works, todetermine the extent of losses, and I.ransfer the ilventory on-hand,and 	 a ssocia teW records, to the Ministrv of Works; 

c) 	 ensure that a system provicling for peri(olic inventory reviews isestablished that incluhrdes end(-use veriFication practices; and 

d) 	 ensur1e that before the project.-f inanceI Caterp Iller and Ford spareparts are transferred f romri the private firlll's Wa relloS ill BeliZO 
City to the Mlinistry of' Works' maiin depot wa rehoi';e in Belmopan that, 
i) AII/Belie project officials verify that (he Hlistiy of' Workshas 	 obtained additional storage hardware suclh :is inventory 1ins,shelves, anl drawers t 	 properly organi ze, segrgaLt, accoIItfor, arid uoit rol the transfrre l-in iiveitory, 

ii) 	 Mlinistry of Works wareli )1Se personel Ireceive i ref reslie r collrseregardin g appirop riate All) accoliri ring, rven tory, aii ciimodit, 
control procedures. 
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Discussion
 

Inventor control entails coordination and sipervision of the Su)ply , 
storage, distribution, and recording of materials to maintain quantities 
alequate for current. leOds W[ thout excessive oversupply' or loss. 
AIt)/Belize did not adequately control its in-house inventory nor permit 
the host government to manage Lits own inventory under an All) project. 

Non-expendal) I e/Bxindhb Ie Irope rt v - internal con t rol s in place w:(re: 
inadequia te tC) safeguain property. lor example in testing the alequacy of 
AI)/Be ize's in ternal controls over non-expendabl e property, the 
invntorv cards for 11 proj ect aml 13 operating expense funded a i r 
cond it ione rs, a for project and 4 opera ti ng expense funded 
refrigerat:ors couldl not b traced back to roceiving reports. !ur 
physical invntory established that. there were 160 air condit ioners and 
not 148 as shown on AIl)/eliz,.'s comrposite air conlit rioner inventory card. 

I nte cnal coon rols over xpo,:ndable property twere al so ina(lequate. 
\lthor igh acquisitions forms we're to be pir sented to the exlpendable clerk 

the tif in internalprior to iNsOWra o x lleuables, many instances, this 
control l)roceltrce was bypa seI. Additionally, the expendable inventory 
control card system wis startica only in Atuigust 1986. Moreover, the 
recei Vi ng report s for noo-vxpoiidal) los and expendabl es were comlintg led. 

t) ine'fect iwe the
 
lack of written giulidance on the esablisunent and implem,.entation of an
 
a1eqt at internal control syskmn. W~e to) iadequa to. intoerna1 controls,
 
AID/Beli ze' s non-expendable ard expendable proprty ias not boeinq 
safegIupiard fromt waste aid abuse. 

The Situia tion-s ci WdI , (hi10' V Ia, .geieneo.ppracticesf'8(t aind 

A l)-Financed Spare Parts Were Coniining lel With the Inventory of a Privat 
Tor- oit Firm - All)ltlize imot uise the Governnent of Belize's 
M1inistry of Works (Ml4OW) equipment managenment systom to ;toru and issiue 
Caterpi 1lar and Ford spare parts procured for the Roads and Bridges 
Project No. S05-0007. The project paper, as well as AlI)/Belize' , first 
payment verification conclded that NYAV the,assessnent, t the had 
mara gonient capabi Iti.y with oversight by the Agency. But, All) officials 
and advisors unilaterally r'eversed the plans calling for the ,10W to 
manage the inventory. Instead, they determined that a private for-profit 
finn ( C M () ,) wo i I orece i e, manage, lmai nta in and distribute the 
inventory for these project-funded Caterp I ltar and Ford spare parts. The 
for-profit firr sold Caterpillar parts, and Ford was the predominant I.S. 
vehicle imported into Beli ze. As a resilt of this arrangemnient, over 
$300,000 in project-fintinced Caterpillar" and Ford spare parts were 
commingled wit the irvenntory of a local Caterpillar healership and at. 
1e8,.-t $50)O,000 in project financed spare parts was issuel to onilentifiel 
individuals (see Exhibit 4). Fially, AIJI/Belize officials did not fully 
implement the inecessary correctie: actions recommended by a 
11SAII)/llonduras Finamci;l Analyst Team in 1985 to ensure better control 
andl accountability over project spare parts. As a resul lt, the >4W was 
denied Llie opport.,ity to mtiage itv 'm inv.Mi: 0rry, couldi iiot ipercfo rm ail 
end-use verification of spare par'ts used trder the project, adl therefore 
could not ensure proper usage of the parts. 
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An AlD/Belize official stated that a since-retired All) Engineer o TIVY to 
Belize made the original recommendation to store the spare parts at a
privat, firm's warehouse in a project feasibility stidy. There was no 
written evi lenne of this recormendation or of the All) Firngineer's project
feasibilitv stiuIy whicli ;rl.,1 eedlv statel that the K)W was incapahle of 
storing and safeguiarding the spare parts. 

Ilhe pr i vate firm's warelourse p(-rsoflne I advised us In:lt ht to the 
wa r(roi Ise s ii t.d floor iivienLtory' space, project spare parts were
COMM i np led wit hi the pri Vii e "i Ir's i riven tory and warehouse personnel
coul l not , lterine if a project--financ ,l part hail been 5-ol, as private
stock. ,Nany of the spare parts that were issured to unilenIt if ied 
pe rsoneli were for ite.nms wi t1i hijh comme rc i a I tkhlland in the ma rketplace
(oil filters, ti res ridn grader cLtting edges). Also a t the time of 
audit, 58 sp:,, partle s issuanct-s hadt been received hy indivi duals without 
eviience of just if i cit i on. An additional eight sp;re parts i ssuances 
were i-,ce ivl.I by individiuals who did not identify themselwves. In other 
words, the isumance sl ips wereniot sigmnl by the individual who receivel 
the spare! partq. This cot lm1v not be all -incl riw! since a master list 
wis not kept. 

The private fi rm stored the inventory in its warehouse on a 'fee-gratis"
basi s. The firu's assistan t general manager advisedI ius that the firm 
ag rec, I to store the invenritory in its warehouse Free of- storage and 
hand ling charges in order to cement relations with Al/Be! ize, aml with 
the host governiment for f irt:rire business deals. The firm's assistant 
general manager anid chief stock clerk could think of no good reason why
the F;ord 5spar(, p;a rts wer(, s tored at the wa1rehoise. Fiiall y, Io l egalI
contract ural agreemrient existeI between CIiMCL, the AM)W and AII)/Bel i ze. 
Some kind of consignment contract stiplating legal ownershilp, rights,
aol recourse over thLI, i nven t ory in case of inappropri ate sa le,
urauthor i zed d ispos i t i on, p i Ife rage the WOul d beenor of i nventory have 

appropriate tunder tihe circ-imst lances.
 

hwo Years ago, AID/Be lize was made aware of this rnit enable situation buthas not to take effective corretive acti ms. A jSA\lI/ll/ondurs Finalrcial
 
Analyst. leam reviewed the p rivate riiiti's inventory cont rcl systen over
 
the project-financed spare part inovenitory 
 and i(lenti f iled olant tity anii

price ,Iiscrepancies. (The review lid not identify, honwev.r, the
 
ninaithorizedt issrues of Caterpiller and Ford spare parts that. had occurred 
in 198-1 an 1985. ) (o Mtarch 2), 1985 ,l D/Belize agreed to iilc~rent 
several recomrilnenI1atiors tht w:ore Iia le by the USAMl)/Iloud ira s team to
ensuIII(n better accounlb)i I i t.v and inventory cont:rol over the Caterpiiter

,11nd Ford space parts. As of March 20, 1987, tie date of our of'review 
the ilnventory, rrlost of tire necessary corrections had not Lakenl place. In
add it io , a irn's chief stock clIrk stated that. no one fror
AIl)/Pelize reviewed the firm's inventory control system prior to ,delivery
of tie . lO' spare parts to the firm's warehouse, an thait All/Be lize 
persorioo I pe -Iorruel no physical inventory ofcounts the spare part
inventory as recorm(-del by tIhe INAl1)/Illonduras Financial Analyst. Team,.
In Iact tie rankirg personal services contractor (nSC) for the project,
stated that All)/Belize reliedo,)i the private fii t) perfor-m the ironthly
inven tories. Although the corn t:ractor received a copy of the monthly 
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inventory listing, the AID)/lelize project officer responsible for the
project was not provide-d copies. 

S i fc thie MO Ws eqI Ii pinent. anapienent sys ten was not iised , en(- use
wri f i cit i ons of spare parts could not be perfoned by MOW personnel, andhundr,.ds of thousands of dollars in spare parts had not been readily
accessible to the MOW for effective project use. 'he coI itgld s ta tIs 
of these spare parts with silil ar commodi ties being sold for profit is 
linaccep t ab Ie. 

Mla nf l~ nief t iC(XIhiii it.s 

Pages 29 through 36 of Appendix t contain AIl)/Belize's responses to the
auditt ind ing and] ec11i(:Uh-Jl ati on. incltUde listIn These a of rndocumnen tedcorrective acti oins repo rtedly made in response to the USAIl)/Ilondlras
analysis as ool1 as responses to the audit presentation by CfMGOL'sPresident and chie'f stock clerk. Also, statemiients were qt th 11by two of 

1)istrict tentssix MYOW SuIipe.r in in support of current project inventory
arrarII.'m,4ts with CAB(")L,, and a statement of .jstificat ion for the
inventory arranigement wa s provideld by the reot i red .AC eng i nee r.Al)/He I i ze, however, ag,r dlit theLuse of ciNO[O. to handle spare part
control ;Ind issuiance was not tlie ideal sitiation. AID)/Belize stated thatwritten c!lidance outlining prilures and inlternal Ciitro reqli rementso I 
goVeelning experidabl ,e and imo-expendable pro[perty had been prepared
eff (. ive Mlay 19, 1987, an( ai physical invnitory of such property had
been recently completed. Ali,,Bel ize furthvr quoted a September 18, 1984offer from CAM)L to suport its content i on that there was a partial
contractual 
 a rrangemnt wi th (IMfLI, and respondedI that it had1inventorieI the lr)joect-finan-ed Ford sparcs locatedl at CHIMCOL. There 
were no i nd ica tors that the host government part ic i patel in the 
ilniventory, as recollilfeIlk If' . 

Office of Inspector General Comments 

Part a) of RecommendaLion No. 3 has been resolved and may be closed upon
receipt of AIl)/lelize's written guidance of Mlay 19, 1987. Parts b) and(:) of the recommendat ion remain open pending the completion of management
ac t:ions. AIl)/Belize shou ld be cognizant that undocumented spot checks,while useful as a monitoring device, are.( not a substitute for making
planned, peri odi c and coordl ina tel inventories. Part (1) of therecommenda t ion, too, reima ins open pend ing comp Letion of management 
ac t i ons. 

- 21 

http:hundr,.ds


4. 	 Inventory Controls for $200,000 in Shop Tools under No.Project

505-0007 Were Inaequate
 

An 	 objective of AID/Belize's Roads and Bridges Project No. 505-0007 wasto 	 es tabl I sh improved management and control Systems within tHieovernment of Belize's Ministry of Works (MOW). AI)/Belize dependo-l onseven U.S. contractors havi ng personal services contracts (PSCs)provide tle needed technical assistance and to train 	
to 

MOW 	 employees. Thecontract team spearheided the procurement of about $200,000 in shop toolsfor the >10W. Inherent in (his procurement was the responsibilityestablish effective plans and controls to ensure 	
to 

that the tools wereadeq ately accounted For, efelectiv'ely managed and 	used for the purposesintende, l. But, hisic plans and controls established by tme contractors
Oil 	 the ,101'1s belalf were not used. In fact, the 	system used to receive,
inventory and distrilbute the 	shop tools was such that an environment wascreated where diversions ou1(1 not detected. ahe 	 As result, tens of.thousands of dollars in tools were unduly exposed to waste and abuse. Aresponsihle contractor advised us that he believed that 30 percent of the

shop tools had been d ivertel or had disappeared. 

Recommenda ti on No. 4
 
We recommend that AIJ)/Belize in conjunction 
 with the Ministry of Works,
Go\ernmqe~nt of Belize:
 

a) 	make a complete inventory of tile shop tools procured under the Roads
 
and 13ridges Project No. 505-0007;
 

b) 	reconcile the physical inventory 
 to procurelent documents and 
document the losses; and 

c) 	determine responsibility for any losses and issue bills of collection 
accord ing] y. 

Discussion 

Shop tools consisted of wrenches, ratchets, heavy duty jacks, tool sets,cranes and similar items. Goods arriving in Belize for the MOW werefirst received at a warehouse located in Belize City called
"'nallocated Stores" warehouse. The 	
the 

unallocated stores Facility was theU.S. equivalent of a custons clearance warehouse, however all Ministries were able to make purchases ,directly from this facility. The VOW'scentral warehouse was located in Belmnopan, Belize, 49 miles from BelizeCity. Transfers Froa the mallocated stores facility to tile centralwarehouse were made by truck. Therefore, it was important that commodityarrivals be verified prior to the point of transfer. Customs clearance 
personnel were avai laIl e to assist MOW personnel i n comlmodi tyverifications, and certain of the J.S. contractors werealso available to
 
prov de assistarnce. 

A plan to distribIute the shop tools was to have been prepared by tile U.S.cont rac tors. Such a plan was 	 prov ,ded by the senior contractor to tileMIOW 	 on February 1] 198). was no, There evidence that tile AOII approvedthe 	distribution plan to which the U.S. contractors were also included as
individual recipients of shop tools. 
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MOW warehouse personnel advised us that when the tools arrived they had
been instructed not to use their system of making annormal inventory,
comparing the inventory count to procurement and shipping documents, and
reconciling the count because the shop tools were consigned to AID/Belize
rather than the M9)W, anid the U.S. contractors would make the inventory.
In short, the host government's system of inventory, and internal controls 
was not used. Thus, there were several gaps in the system where
 
umdetected pilferage could have taken place. On March 11, 1986 -- 13 
months after tht shop tools were reported as received -- the senior U.S. 
contractor instructed another contract member to "...amake physical
check and meaningfill reconciliation of .... " all shop tools issued to the
>,10. The subsequent physical inventory did not account for identifyor 
the location of three truck cranes as well as numerous other inventory
items listed1 on the purchase order. The responsible contractor thought
that 30 percent of the shop tools had been diverted or had "disappeared.''
 

Project mana;gemen t attrib ted the poor controls over the receipt,
inventory and di stribution of the shop tools to a number of causes. The 
AI)/Belize Representative, Project Officer, and senior .S. contractor 
stated that the project paper lid not address the area of inventory
control and record-,eeping, an(l did not provide a framework for the 
receipt and accountability for the shop tools. The senior contractor
added that AIl)/Beliz,; had not issued a Project Implementation Letter 
(PIL) commln ica t i jig to the MOW what acceptable inventory procedures 
entailed.
 

to ensure that the remaining shop tool inventory is safeguarded and 
effectively usel, a complete inventory must be made by AID/Betize and the
MOW. IJ.S. contractors that have shop tools should return such to the MOW 
so that they can be effectively accounted for and usel on the project.
 

4ana gemnen t Coimmn t s 

Pages 37 to 40 of Appendix 1 contain AI1)Belize's response to the audit 
finding and recomnendation. Key within the response is AID/Beize's
ctaim that a series of meetings were held to discuss the proposed
distribution plan for the shop tools and that the Minister of Works 
agreed in principle When he issued an August 27, 1985 letter that 
transmiited the final distribution listing. AID/Relize also responded
that it made an inventory, as recommended, and accounted for all but 
$4,139 in shop tools, representing 2.2 percent of the total procurement.
Finally, AIl)/Belize noted that it had discussed the fact with the
auditors that the project paper did not "provide for direct financing of 
a component" within the project that would specifically establish an
inventory system solely for the control and distribution of shop tools.
Their observations as stated in the Discussion section were meant to 
refer to spare parts rather than to shop tools. 

Office of Inspector General Commenits 

The series of metings on the distribution plan were not documented in 
AID/Belize's official file. Moreover, the August 27, 
1985 letter used by

AID/Belize obviously demonstrates that the tools were already distributed 
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in order of prefTerence and necessity as determined by the DW. 
Therefore, the document was al'ter-the-fact. On balance, AMl)/Belize has 
generally concurred with the finding and has ini ti ated effective 
mamgement. actions to meet the intent of the recommendation. Parts a)
and b) of Recormmendation No. 4 are resolved and may be closed upon
receipt of evidence of inventory results. Part c) of Recolmendat ion No. 
4 will remain open until satisfactorily resolved. 
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5. Account. ing Practices and Internal Controls of AID/Belize Neededl To Be 
St reng thened 

ATl)/Be lize had iot inst:allel an accounting system ,)ecau se the LAC Bureau 
had Ilesignat.ed ISAl[)/Hlondluras ;as the acconttintl station for AI1)/Belize.
But the AID/Belize Controller's Office functioned as a payment station,
and duties of that OfFfice included a requirement that informal accounting
records be maintained. They had not been established it Al")/Belize
)ecause it was leem e a du plication of effort with UlSAI)/londl11ras. Yet,
they were needed to enable AI)/Belize to reconcile fiscal data to 
IJSAI /londirras' records. Since these records had not been established, 
there was rio evidence of puri olic reconciliations. Controller employees
cold not perform all of the tasks for which they were hired, and the 
AID/Belize Principal Officer was not able to obtain from his Controller's 
Office accurate and timely Fiscal information needed for decision-making 
purposes. As a result, vulnerabilities within ATl)/Belize's $53 milion 
portfolio were not readily identified, acted upon and corrected. 

Reco mnendation No. 5 
We recommend that AID/Bel ize: 

a) create informal accounting records; and 

b) install a system of periolic reconciliations with (JSAIl)/ltonduras 

accounting records maintained on AID/Belize's behalf. 

)iscuss1ion 

The AII)/Belize Controller advised us that an accounting system had not 
been installed. The LAC Bureau had designated IISAID/llonduras as the 
accounting station for AID/Belize, which created problems that were 
amplified by distance and by poor telephone communications between Belize 
and Honduras. The AIDl/Belize computer installation had not been used to 
establish informal accounting records. 

Controller Staffing - The AI)/Belize Controller's Office consisted of six 
employees and one secretary. An Office Informirat ion Systems
Management/Accountant had been hi red, one of the responsibilities of this 
employee was to maintain informal accounting records and controls for 
AI)/Belize's operating expense and project funds ; and, provide the 
Controller with continuous monitoring on the rate of expendituires by
budget line iteim antl special analysis as requnested. A Financial Analyst 
was to partici pate in planning, install ig and maintaining the
''accounting systems," and recorls and controls of All)/Belize with respect 
to certain doll ar appropriati ons and foreign currencies. lowever, the 
Finane ial Analy st was heavily involve(l in voucher review and analysis, 
an I the major function of the Systems Manager/Accoutntant was to provide 
suppo r to coinmpt et.r isers rttIer tha n to maintain informal acconiing
record{s and con trvols. Because the duties of these two key personnel were 
concentrated in other areas, the establishlent of inifo rnral recor Is, as a 
minimum, was never accomplishe I. 
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Need for Informal Accounting Records - The AID/Belize Controller's Office
fimct i oned as a payment station, that is, disbursements were made, acertifying officer onwas board, and therefore accountabiliLy reporting
was requi red. Thi s si Liati on, coupled wi th only 1.iiiii ted access to the
designated accounting station, dictated that informal accounting recordshe maintained in order to establish internal controls, provide AID/Belize
program managers timely and accurate Fiscal data with which to monitortheir projects, and to mlake pericdic internal financial reports to the
AID/Belize Principni Officer to assist him to 	 manage his $53 million 
portfolio. The requirement for informal records was used to justify
hiring certain Controller employees. Moreover, the use of informal
records wouIl have enabled AI!)/Belize Controller personnel to make per i (1ic reconc,i Ii at i ons wi Ii reports p)rovi cled Iby its IJSA[1/Ilondur'as 
acColt i 11g, stat Oil. 

Reporting - lh( lack of these records, and the absence of" attendant 
reconc i Ii at i ons by AID/Be Ii ze 	 to UlSAIl/ilonduras accounting records, 
ev idlenceI weak 	 aminIc [ila 1 con I s and reslll ted in erroneoulS report[ing to
senior Agency imInagement. )Toi llustrate, the statuLs of cominitnts forthree projects was erroneously repor ted by AlT)/Belize in its September
1986 semiannual report to AI1)/Washington: 

--	 $1,777,000 in commitments for Project No. 505-0005 were reported, but 
only $977,000 had been committed -- a difference of $800,000.
 

--	 $11, 500,000 in commitments for Project No. 505-0012 were repor ted
while $11, 970,000 had actuLally been committed. The rei)ortinrg ws 
umderstatel by $470,000. 

--	 $130,000 in commitments were reported to AIl)/Washington for Project

No. 505-0027 while only 
 $50,000 had actually been committed. The 
report ing overs ta ted commi tments by $80,000.
 

Concurrently, expenditures were erroneously reported under four projects: 

--	 $75,000 in cumulative expenditures were reported for Project No.

505-0010 while only $55,000 in expenditures had actually been made,
 
an overstatement of $20,000.
 

--	 $172,000 in cuimul ative expenditures were reported for Project No.
505-0011 while only $142,000 in expend itures had actually been made, 
an overstate,-menr of $30,000. 

--	 $11,796,000 in cumilatiwve expenditures were reported for Project No.
505-0012 wh ile only $10,296,000 in expenditLures had actually been 
made, an overst.itelnent of $1,500 ,000. 

--	 $28,000 in cumulat ive x pen, lti ures were reported for Project No. 
505-0027 wh ile ac tLial expend i tures wer- nil. 

ip,To iSllll le absence of informal rec-ds andci inteinal control has
resiil ted in misstatements of fact. As All)/Belize's assistance grows,attendant safeg ards IutSt be st rengthened or discrepancies will continme 
to i IIc rease. 
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ManageIomeint Coiimiient.s 

AID)/Belize concurred withL the finding ;nd recommendation. They had 
initiated corrective actions including broader use of its Financial 
Analysts' capabil ities, arrangements to establish menorandhun accounting
r:cords, and requests to I)'All)/[londuras for pe ri(xic fiscal reports.
A[D)/Belize responded that the errors in the semiannual reporting were 
transactions whi c h t nearing execttion, or tralnsactions that had not 
yet been posted by IISAll)/lloncud ras due to incomplete (loctiventation. These 
were to ho footn o ted and explained in futuire s(iannual reports. 

OFfice__oF Inpector_General Commuents 

Recommendation No. 5 will remain open unt i I AlD/Belize establishes 
informal accoutnt inhg irecord s. 
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6. 	Accounting Practices and Inte rnal Controls of Project Recipients Were 
Inadenuate and Neededr to he Reviewed 

AlIl/Bel ize had not in i Iiatoet rev iows of i ts project recipients to 
determlluin[e if iaitdgoul t, Irig irnternal pract iceseen accrmtitit and cont rl were

addeqat,to. All) Ilaudbook 13 prescribes procedures For 	 making reviews of
recipients of grants aid cooperative agreements. Also, AIl's Revised
Paymtent Verification (;idelilnos advise ihat Controllers should itilize 
more Frequent lv he services of competent pub lic account ing Fins in 
providing accouting and financial nuianagement techoical services and inauliting host co"Lra well ascoaut ry ts as designated direct contracts
and !,rants. One of the vsponsihilities of an AID/Belize Financial. 
Ana I ys I. was to make selected recipient reviews, but this employee's
duties had hcen limit! to Voc:her review and ainlysis. All/Belize had 
not iise I public accouin tirg hecatse a conti -act hall not yet. been executed[
with a competent piuhblic accouting firm. Consequently, there was no 
asstra nco that resoullrces were hI ng used off icient ly, effectively anrid For 
purposes intendedl. Our linited tests of two recilpients restulted ill the
identiFication of $6,638 int questioned or ineligible costs, the absence
of accou ting rece) Is to s t aporexpendinut res for a $200,000 grant, anl
execttion of three ;tg'ni;etnt. s totaling $4.2 million in obligations to an

organi zat i on that Ikid yet to he certi fied as an indigenous Private 
Vol utntary Organ i zat ion (IVO). 

Rec.ommuiten(dat i on No. 6 
We r.'commend WiTa t AI )/Bel i ze: 

a ) 	 plan and! initiate reviews of management, accotating and interial
 
controls for Al[)-financed recipients located in Belize;
 

b) 	col lect ahout $1,000 in iteligible entertainment expense charged by
Pride, Incorporated under Project No. 505-0033; 

c) 	require the Belize Chamber of Contnerce and Industry to reconstruct
accounting recordIs for the $200,000 grant under Project No. 505-0025,
review the reconstructed records, and collect ineligible, unsupported 
ant I non-traceable cost claims. Payimeints undoer active Projects No.505-0020 and 505-0027 shoulI he slsj)oendel utntil this process is 
comp1 ete; 

d) 	collect. Frot Ie Belize ChaMer of Co)mmerce ard Imn(Ity $2,892 in
ineligible costs identified under Projects No. 505-0020 and 505-0027,
and negotiate $2,S93 in quest ionedl costs idIentifiled under these 
projects; anll 

e) 	complete, and lttnt. thethw in official file, All)'s certification that 
IN! Belize (Chall ,erof Coiiitner ee' andt I tdustry is an eligihl,., in igenous
Private Volutntarv Organi zat ior, inclurd ing notificat ion to AI)' s 
Bureatu for ;ool i'or Peace and Voluirntarly Assilstante ini accordance with 
All)I Iandbook 3. 

- 28 



Di scuss ion 

During an internal control review of its system in yearriscal 1986,AID/Belize noted that it had not examined the financial managerment.practices of sone rid igenows PVOs and, was abletherefore, not todetermine if adequate financial management procedures were in place. Thereport transmitting the results of the internal control review was datedOctober 24,1986 and estab]ished a target date of June 30, 1987 toimplement corrective actions. However, in March 1.986 the responsibleFinanci al Analyst had submittted to the AI)/Belize Controller a work planfor the period April 1, 1986 through September 30, 1986 that contained aproposed schedule covering six problem projects and activities. Eventhough the in terna I eva Iia t i on function was part of the Financial 
Analyst's job description, lay-to-day functionsactuial were limit(e]desk reviews and voucher toanalysis. At tie time, AID/Belize was riotliberty atto utilize the services of a qualified public accounting firmbecamls(, only su cholle Fi rue existed in Belize, anrid the execution ofregional contracts for services to be provided by accournting firms wasstill in process. Nonetheless, had the Financial Analyst's work planbeen i rplcnen ted, problems with certain of the projects and withBe li ze Chamber of Commbuerce an, I Industry 

the 
a 1ready cot 1d have beenidentified and corr(ected. Onur limite tetsts of two recipients resi ltedin th, identification of weaknesses discussed below. 

Pride, 1ncorporab,] - was the recipi ent of' a $350,000 grant for the DrugAwareness Prograin No.project 505-0033. The accounting system was inplace but interll control practices were weak. During our- ofsupporting reviewdocuments it became apparent that entertaininent expenses werebeing charged to All) in contravention of the agreement and AID policy.Pride officials infoned us that they were not aware that these expenseswere ineligible for payment by All). They added that AID/Beli ze had riotreviewe their systems of accounting and internal controls. AID/Belize
shouldI have evaluated Pri(le's accountinrg system and 
 internal contrni] ;,.sa condition to receiving the grant. AID/BeI ize has taken promptcorrective action by col lecting from PR IDE $962 in questioned costs, andby reviewing the recipient's accounting procedures and internal controls. 

Belize Chamber of C(mnrrerce and Industry - was the recipient of threeagreements totaling $4.2 mil lion in obligations uner Projects No.
505-0020, 505-0025 and 505-0027. The first of these agreements

(1505-0025) was exe(:cuted with the Chamber on 1984. the.June 13, l)uringaidit it was dletermiined that the Chamber was riot. certified in accordancewith AID policy for indigenous PVOs because AI)/Belize had rlot yetcompleted the certification of eligibility and notification process, norhad the Chamber's accourting system and internal controls been reviewedand deemned adequate by AIl)/Belize. The lack of oversight and continue(lenient plosture with ile Chamber resut led in si tuna t ion where theChamber did not install a basic accounting systnur util D)ecemnber 1986,more than two years after AID/Beli ze haIl nade its first grant.then, the accountimn posted certa in of the 

Even 
costs for Projects No.505-0020 and 505-0027 in error due to instructions from superiors,resulting in ineligible aol (pestionable cost ctaims to AI). Thisumd erni n:d the accouin. ig ar(I internal control practices of the Chamniber. 
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Our limited tests identified $2,892 in ineligible costs and $2, 593 in 
questioned costs for the two projects. 

The ('hamher's ex-Treasuretr was not able to furnish books and records forProject No. 505-0025. The ex-Treasurer was tie responsible fiscalofficer dluring the liFe of this project. Few records were on fite at theChambe r; doculentation obtained fromi his residence and frnished to usdid([not match hillin s madle t AID/Belize. Since the Chamber's f isca Irecordls for tli project were not adequate, it colld not )e deterrinedwhether costs bill(( All) had actually been incurred. Therefore, all ofthe $200,000 grantel to the Chamrrber under this pro.ect was questionable. 
As of December 31, 1986, there we r'( 11 rcip ien t, org: 1ii za t i onsparticipating in 14 of AID/Belize's projects totaling $7,506,500 inob Iiga t ion s. None of these organi za t i ons ladt been evaloa ted byAID/el izo to detrrmine if their management, accounting and internal con tro pr'iactices were adequate. 

\NID/Belize conclurred with this finding luring the audit ant initiatedprompt corrective iieasures. They reviewed the accounting proceduresinternal cont rols of the Chaml)er, 
and 

reviewed the $2,892 in ineligible costsandt agree I that $2,189 was inel igible, reviewed $2,594 in questionedcosts and arranged to deluc t $1,910 froMu the next voucher, assisted the(lamb(l r in recon structing the recordIs for the $20),000 grant, accountedfor $194,357 andI arran ,le to deduct $5,643 from the next voucher,completed and reporte,1 to All)/lVashington 
and 

the Chamber's certification of
eligibility as an indigenous PVO. 

Ma nagement CorrrienLt s 

AlD/Belize reported that all ineligible and unsupported costs had beendeduc ted through offsets to subsequent voucher claims submitted by PRIDE,Inc. am! the Belize Chamber of Commerce and Industry. These costs
totaled $10,701 in ineligible or unsupported claimris. AID/Belize
responded that consideration was being given 
also 

to hiring another FinancialAnalyst to assist in reviews of management, accounting and internal
controls of AID-financed recipients located in Belize. 

Officeof Inspector General Conmnents 

AI)/Belize has initiated pronpt, positive and effective 
actions to
resolve the audit recommaendation. Part a) of Reconrendation No. 6 may beclosed upon AID/Belize's submission of its plan (schedule) to review theAIl)-firnanced recipients inlocated Belize. Parts b) through e) may becloset upon 
 AI)/Beli ze's submission of corresponding liquidlation
vouchers, and Chambe r co r t i fi cat ion and not if ication documren t s. 
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7. Con trols Providing for DuIt-Free Purchases of Gasol. ine Nccded To Be
S t reig the ned 

Management and i n te rna I controls over dit:y-free purci.as es of gasolinefrom Ioca I vendors in Be I ize were not adtequ ate, I Ihere fore thedi st r i 1)t ion of gaslo I i Ile Copons to 	 users was md iscri iminate andpi eceiea I . ouons w-re issued for olf-icial and for privately-ownecIvehicles, the only requi rement was For .sers to present to the II.S.Embassy d ist ri but ion station a picture 11) card an!] to verbally providethe 	 vehicle's license niunrber. Effective Ianageient and internal controlswould require an adequate distribution au accountability system. Sincethese features haid not been established, coupons were subject toacquisition and use by unauthorized ind ividuals. The ofcost (luty-freegasoline was about 96 cents a 1allon (in local currency equilvalents)
while coimerc ial 
pri cetS were abou t $1.50 per gallon. 

Recomienlat ion No. 7
 
We recollend that AI1),/lel i z::
 

a) 	in consultation w.ith t, Inited States Embassy in Belize , establish asystem for obta ning gasoline coupons inbulk qalantities;
 

b) 	(levise a signature list and roster of individuals and vehicles
eligible to use gasoline couponls to imake purchases for official use,and establish a signatuire list and roster of individuals, their
aithorizet deplenden:s, andI vehicles eligible to use gasoline coupons
to Iake purchases for private use; and 

c) 	 establish a system that segregates the distribution of gasolinecoupons For official vehicles frm those made for privately-owned 
velicl es.
 

Di scussion 

The 	 distribution of gasoline coupons by the II.S. Einbassy on AII)/Belize'sbehalf was indiscriminate, piecemeal and 	 an administrative burden. Therewere Few controls in evidence; for example, responsible U.S. Embassy
employees advised us that: 

--	 there was no limit ov the nuueiber of gasoline coupons that would he 
iSsle(l to a user; 

--	 the user neeled only to show picture identification and verbally
provide a vehicle license number; 

--	 proof of the vehicle license number and jllstification r,.c the nee(
for coupons were not requiredl, thus thore was no verification; 

- -	 there was no roster or signature list of authorized All) users, oftencausing confusion as to whether or not 
the 	individual wa;s authorizeI 
to receive gasoline coupons; and 
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-- attem pts to ve r fy tIhe (Ii! ihi IiLv of potent iaI users w.1s 
time -consu1ming in the absence of a roster and si clatlrre I ist. 

',Moreover, access to g{asoI i ne cOu pons extendedl to ce rta in of the 
ATD-Fi natcei cenL ract ors, grantees and pri vate volrntary organizations
(IPVOs). Al )/e Ii ze prov i dh, ;Idriin ist rat ive services on the i r beha If hn
hi Ilii up a nd miak i collections from these rec ipi (nts, and by imaking,
pavrlen to t he 'asol i ne vendors. AlI)/Beli ze was providinp fundin,, to 
these orqanizalions to imI(merit rfOpraris. 'le fIni i ng includhe,! (orm 
shotl (IIh ve inc I tided) ale(iat e I oni es fo r Iirect an,! i nd i rec t. ( i .e., 
admi "insL ra. i ve ) (ost-,, t. wenVe., paisol ine ven, Iors reftisc, I Io lea I 
di rectly wit thse AlI)-fi nanc, rcipiein. 

The IJ.S. Embassy iin Bel i ze a sIo i sL ril but ,d jpaiso I ie o poiis to risers of
both official and private vehnicles. At the t ime of a gasoline purchase, 
an hollor svstemn ';Vs used Io record whet her or not. the coupon was for 
private or officil us(i. Bal-,,I on) our review, the majority of users werFe 
intlicatLinr i that gasol ine purchases were for official ise (wen though
several plirchiass w(ere w(i,le oil weekends and hIol idavs . For one
suhontLraCtor, it of tihe ii s5ec corupons r(eviewe! were for off i ci aal se,
and tir, other were 1)1nk., llsers paidl for gas if it were used for 
personal hitsiness it was char!t in All) for ofFicial business. 

The i, s ItIwas riicoit Folel ued andls, pos,;ihle abuse of AIl' s durty free 
privilege which saved the iser the eqii valent or $.6(0 per gal onon 
"a solIn , . 'te svst r!l 1i1 rot ensr re t hat the gYove rnment was not cliarg'ecd

for lisi--i iS i[ ssle 'a sol i iie expenses. 

Effect i yemnaig'1ment aui cont i-el s worldh dictate that a si gnatuire listing
and i I ,st.er of ant liri zed irser- and rel ated vehic les e establ i shel,

tihat gasol iiie crllp)On i)e procured by AID!/Bel i ze in 
 bilk (iant i ties, and 
th.' AI1)/lel i ze's (Yn;iral Services Off icer ((,,'O) estahl i sh ai acleqlate

distr ihblt ibon, col lect ion an! accorntabi i tv sys temr.
 

II.S. Rmbassy emipl oyees impl enLin ig the g asol ine colipolin1i Str ionirit 
prop ram agreehl that the establ ishmilenL of systems by AID/Beli ze to 
receive, cistribLte and cont rol gasoline coupons w ioll be a significant 
Ope rat i ona l i mp roVemt.i , 

anagpniren t Corimelltse 

AID)/Bel i ze conciurredl with the finding and htd ini tiated a lialogue with
the lo)cal1gasoline vendlor to arrange foF vendor-to-Al )/Belize brilk coupon
hooklet listribution, therehv eliinating several of the ctumbe rsomne 
adnin i st rative proceduires that are culrrentl v used. 

Office of InseL(r" ,leneral Cr[rits 

R coiirieomIat i on No 7 will il;ir ri i open int i I rmtalnagemnen t ac ti onis are 
conmpl eted. 
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8. 	 Administrative Procedu res oF A1)/Be ti ze Needed (o Ile Inprovedl 

Administration is the act of performing luties or executing affairs asdistingiished From policy-makirig. It is go eroe, hy a set of given rules
that may inclil k laws, regu'ilal ios and policies. The whdiinist rativeprocedures of All Vhl i ze we"! weak and neell to he improwed (lue to
several Factors. Most of the staff were not Familiar with All) policie.

t i iols.andi ope r;I .lor( import:til y, re'sonsihle senior ,manageimenit of
AI)/Breli ze hod not efpctiyly disseminated to the staf pertinent All)
policie s o)-prefer -ed iileans of' coiiicating, mi1itoring, record keeping,,and oFf ic renpolsililiities. As a resullt, All)/lel ize's staff werecolrifisel in t!ir i respolsi i lit ies, aiid dities were not cirlied out in anefficietu imarior. lin order to reiedy this Siiuat[ion, helinnin Ju 30,
1987 AT)/lieliza Wi 5 planningi(t (levelop a set or Mission Olrders or aMissi oi Operat ions ,iMia I. In our op ini on, \ ID/llI ize needs toiiiuile i . i IV i SSiif '4fission Ore,rs on 	 Pro jec: liiileii l t iert( 	 L I ,letters
(lPls), trip reports, conditions )rece'denit, files Ililogeiiit., aid office
responsit)i li ti,;< . In : ldi ion> pol icy raenuoranda in existence need to he 
categor' zed 	 aid central ly cottrolled. 

Recownriellda t i on No. 8
 
We recommilend lii tX1l,', 1i ze:
 

a) 	 i ssue, in Mi ssion Order format, working instructions and criteria on
Project Iipilemeit tl io n LettI-rs, trip reports, conliLtions precedenit,
Files management , and office responsihili ties; 

h) 	 review exi st ing po Iicy memoranda for rel evancel ii I re- issue ini
Missi on Order Format those pol icy imemoranda tiat remain pert ient ; and 

C) 	estahl i sh a central i zel focal poi nt responsi)le for Ihe managementof'
Mi ssion Orlers. 'l'i cent ra Ii zed ert i t y sho dt he 
he ld respons ible
for 	 instilting a sequential nuinbering system for Mission Ordci-s, and
For control ling Mission Order issuances, cancellations or other 

inmodi f i cat ios. 

Di Scuss i on 

It 	 wIs espec iall y importan t ftr AII)/Be liz Management to provide
effect. ve admiii strat ie g ii 	 a nce )ecai"s of the inexperience of the
staff. Onl y ( of the staff of 13 wene II.,S. direc[-hire, most were host(colIiitlv or tli i- -roilil,try Un tion,i s o).r dependents who were not Faimli Ii arwith All) )olicies and the way it does hl;iness. Secondly, thlie majority
of AII/,lize's staf had heeKi hired si iice April 1q , anl f'Or8 imiost it 
was their first ,,xpe ri ;ice with All). 

It I AI)'- N l i)oI In iil ;lw clTOS ilup]l(l,10in t 
Il*fi i oit : imd r' i lj i I shion. pO I i iVs lhii l ii"rm ove r':lI 

1l 0', aidi 	 prl-ol-aills ill all
fonpi 111IC 

gui d"rii(! For ef'lfli i 	 a, hilim ;t ration are c ollained im I he All) Ilaidbooks,
aid 	 AlD issiorls in the 	fiIeied issue spec if ic gui ii c', FlttI I to counti
coiml 	i Ioris ati(l mlm;lll, ilie 	t sIl'es. 'T' ;eso rules plovi de ,,1iI;cic forofficials aiii s td di ates a Oi1 It1 ci nu't' li,ir dities in all il lflival a iieffic1i, Imaliner. They also forml the 	hases of unlerstad ig hv whici 
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parties to a gi ven act ivi ty reach stated objectives. Guidelines have
historically been issued in Mission Order format. Normally Mission
Orders are sequentially nunbered, referenced to an overriding policy or
regulation (e.g. , the All) Handbook), and central ly controlled in orler to
track issuances, cancellations and modifications thereto. 

At AIl)/Belize, specif ic guilelines that haI been developed consisted of a
combination of forma t s, the majority of which were issued U.S.on
Government M neoranidm Optional 10. of 22For Fifteen the Al )/Belize
instructions were dissrminated to employees in this fashion. According
to All) IHanlhonk V., tlie memolrand umn format. (Form 10) is the principal form
of correspondence used by the Agency in that it is general ly used for
informal correspondence within and between Federal employees. Therefore,
the II.S. C;ove rnment memiorandum1111 was not the appropriate vehicle todisseminate the formalZeli policies and procedures of AI)/Belize to its 
emp 1oyees. 

The 22 policy and procedure sit:tements of Al1)/Belize were not centralty
controlledl, that is, several of the offices issued guidance on a
ulilateral basis witlhoit iapilts or clearances hy other affected units.
For e'xample, a July 10, )8I melorandLm onl Overtimne was questioned by inAll)/B ize staff member as follows: "l. Who rafted this? 2. Since it
mentions Controll er's Office for funding - who cheare, I the draft?" 

The comlbination of inexperienced staff, informal memlorandtiim format.s and
unilateral and decentral i zed issuances of andpolicies procedures by
AID)/Bel i ze Off i ces caui sed colfuisi on among andempl oy'es resil ted in
inefficient and inetffect ivye admri ni stration. 

!nadequate Use of Project nIpementat ion Letters a (PlLs) This defect 

most pronotniceT AID/Be izes Reads 

- was
 
in Rural a nd Bridges Project No.505-0007. in order to ma in ta in smooth and uni nterrup ted proj cc t

implementation, about $200,000 in spare parts were requir,.,d so that heavy
equipment, mach i nery and veli ic Ies could be q ii c kl y repa i red and
effectively used. 1e project agreement stated that a P1l, was to be
issued containing appropriate guidance to the executing entity prior tothe initiation of a particuiilar AID-financcd- procurement. Ilowever,
AlP/Rd lize did not issue Pfls to Oe executing entity (Ministry of Works) 
prov idi nl guidel i nes and authori zation to proceed with spare parts
procurelment.. AID/BIelize pointe!d out that, it substantitalmade use ofPTlLs in other areas all! cited examples wher-e 95 PTLs had been issued for
4 of its projects. 

Trip Reports - Since May 1985 the AID/Belize Principal Officer had issued one ".SAID Order" andI three Administrative Notices concerning vehicle 
usage. All were in force, creating confusion b), employees as to which 
policies to follow. The policies and procedures disseminated in thesefour emollOra n a neelet to be conso Ii atedIl u(1der Order.one Missilon 
[iviIene that t..hse procedures were incffe cti ely adminisL e red was foi id
during our review of trip reports slpporting the utilization of Five U.S. 
Governmnent- t it Ie vehicles. There were i ther m) tri lreport s or no
annotations in die trip repoits to substantiate about 19,000 miles of
vehicle use. At 20.3 cents a mile, AID/Relize could not accomnt for an 
estimatedI $3,895. 
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Cond it i ons Precedent - These we re viola ted b) AIl)/Be Ii ze for theIncreased Productivity Through Better Health Project No. 505-0018. One con lition precedent called for a detailed time-phased action plan for
malaria control, another stilpulated that ;i simiar plan be submitted for 
water supply and sanitation. It is All) policy not to disburse fundsuntil conditions precedent are satisfied. AIl)/Belize had not reiterated
this po I icy in a Mission Order nor installed a monitoring system to 
ensure the Fulfillment of conditions precedent prior to th dishurserent.
of funds. !,)1,, to concerns that the executing entity could not be kept
in-country, Al!)/Belize disbursed $124,871 in project funding to theexecurt i1ru ert i ty pri or to the t i me the aforementioned cond i t i osprecedent were satisfied. specific fundWhile control regulations were 
not violated, the unilateral actions of AID/Belize circumvented All)policy designl( to ensure that fiunds used theAll) are for purposes
intended. AlI1/Belize respon,lec that this example was an i sol ated
instance rather than an overall administrative weakness. 

Files Management - This too was generally inadeqiate at AID/Be ize.There was no Mission Order on this subject and the concepts set forth in
All) Handbook 21 were generally ignored. The majority of the classified
files contained inclassified documentation, the files were not set up inaccorlance witi l'art Ill of Aft) IHandbook 21. Poor files administration
carried over to the project side as well. To iltustrate, the official,
files for the Roads and Bridges Project No. 505-0007 did not contain the
majority of documents critical to the project. Responsible project
managerrent had not even seen basic inform ation, such as mIonthly inventory
reports on $200,000 in spare parts, needed to effectively monitor the 
proj ec t. These had been accumiulated by the senior IJ.S. contractor whomaintaine( an office located in the AID/Belize building. The contractor
also commuicated matte.rs on official1 Agency letterhead as if he were theauthorized I.S. direct-hire project officer. These included the signing
of purchase orders and instructions to send a project vehicle to Mexico
for Front-end alignment . During the audit, it was established that thefiles that had been accumulated by the contractor were the only reliable 
source of information for the project. Ilad these files not been
 
accumu late(d, AI1)/Bel ize wonId have had essentially no records on the
 
proj ec t.
 

Office Responsibilities to - These were not spelled out and disseminated
employees in a Mission Order. It is normal practice for All) Missions todefine the responsibilities of each Office so that employees are 
cogni zant of the objctives, procedures and parameters requ ired in orderto effectively impl eme.nt their dai. ly tasks. For example, IJSAII)/Ifonduras
had issue(] Mission Orders that clearly defined the policies, procedures
and responsibilities of each of its 10 key Offices. At AID/Belize,
several key positions were held by other than Ii.S. direct hires who werenot familiar with All) policies and regulations. As discussed in Finding
No. 2, Al1/Belize's procurement practices were i neCfec t i ve. Clearly
def ined AIl/Belize )olicy and procedhure might have enabled the designated 
procurement ofFic(.r to effectively admini ste r plrocurement actions. 

To san ij, the seem ,;y minor urnction of disseminating and il)lementing
controls over policies antI )roceh (res had not been effect ively 

- 35 

http:matte.rs


accomplished at AID/Belize, resulting in the inefficient administration 

of pro!,rams and activities. 

Ma na{ (eC fl t Commen t s 

AID/Belize conciurrl(l with the aulit recomuendation but took issue with
the s(. of specific examples to portray a general con(dition. AID/Bet i zeoh jictec.I to being compared wi th lSAI)! loniduras, and disagreed with 

open management actions 

certain conclusions for 
AID/Belize had recen llv 
Mission Orler dlevelopment 

the Roads and Bridges 
contracted with an All) 
and standardization. 

project. 
reti ree 

Nonetheless, 
to assist in 

Office of Inspector General Cojnents 

Recommendation No. 8 will remain in status until 
are satisfactorily completed. 
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9. Interest Income Needed to he Refunded 

Since October 1986 the Belize Central Bank has had on deposit in an
iIttIrest hear irg account $687, 500 in All) funds provided through theBe! ize Commercial Bank Discount Fund Project No. 505-0005. These fundshad been commingled in one of the Bank's major accounts (No. 7140064) atthe FFIera 1 Reserve Bank of New York. 11.S. Government re' Il at ionsr.qi re that int, rest ea re,I on iird isb lsed [lFunds be recovered andre Wrrne, I to the IS. Treasry. The project a' "arequired that books,records arnI suipportin g docirrntt s were to he made available to authorizedrepresentatives of the II.S. Gove rnment. But., Bel i ze Cent ra I Bankatlit hoi it i.es den i :, olur reqi;s ts to review the accouint to deteroi ne the
int rest incomle ti the IJ.S. (ove rnment. Therefore, ising 5.5 percent,
we have estimiaterb the recovery dhue the J.S. Government, $2t,931. 

Recommendat ion No. () 

We recommend that AIDi/Belize recover an estimated $21,931 in interest
earned by the Belize Central I1ank on $687,500 in funds provided by theBeliz- Commercial Bank )iscount Fund Project No. 505-0005 since October 
1986. 

DisciusS i on 

The project requi red that books, records and supporting documents were tobe made available to ant horized representatives of the U.S. Government.However, key officers of the Belize Central Bank denied our requests toreview an account containing $687,500 in All) funds. Therefore, themratter was taken up with AID/Belize and various AID Legal Counsels.Hay 27, 1987 a General Counsel, Bureau 
On 

for Latin America and theCaribbean (CC/LAC) issued a "no opinion" regarding the propriety ofcollectingi interest earned on AID funds in the account. lowever, theGC/LAC supported All)'s right in making an ofau(it the Belize Central
Bank's account. 

On June 19, 1987 a Legal Counsel, Office of the Inspector General (IG/LC)issuiedl an opinion that investment of the loan dishursement in Treasurynotes was not a project purpose and the interest should be returned. 

In the interim, AJI/Belize had initiated effective and persuasive actions
with officials of the Central Bank. AID/Belize responded: 

...In a meet ing held in mid-April, 1987 with the
Governor of Central andthe Bank the Financial 
Secretary, the All) Representative recommended that
Central Bank calculate the interest earned on the
rindisburset funds. This recommnerdation was accepted.
IISAII) has followed lip with PI , No. 36, formal Iy
requesting the Central BRank to s hnit its calculation 
for approval by I SAII). 
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Interest Ihas been 0arned on a dc Iin i hal ance sinIce 
funds were di shu rsed in i'I -Iovehe r, 1986. For 
example, a Central Bank monthly statizs report dated
March 2, indlicated hat $579,500 reuined iuilislrursed 
on (hal dato and the same report dated May 4, 1987
indicated that $201, 00 remaine! imndishmrsed in early
May. In add i t ion, Central Balk believes that the 
amoiun t to he paid o the U. S. Cove rnmen t shold take 
into account the 2, interest duo on the dishursel loanfunds. l~e interest to apply would be the difference 
bet weeni tie Ii.S. T[eaiiiV rate an Iathe 2t 

ie reqi i-; t I hat ( the RecoIlteuda t ion) he modified to 
take the above fa, t-ors into account, i .e., tha t 
AID/Bel ze recover interest earned on the declining
balance, with interest calcilatd as lhe difference 
between the II.S. *freasurv rate and 2%. 

!lanaemien t Commnient s 

Al)/Belize re ite ra ted its concurrence with the ald it F i nd ing and

recommendation in its formal response to the draft audit report.
AID/Bel i ze intende, to seek confi rmati on regarding appropriate methods of 
calculating the interest refund. 

Office of Inspector General Comments 

All)/Belize has initilated! effective actions to meet the intent of
Recnmanendation No. 0. lowever, existing U.S. legislation as it pertains
to intorest recoveries can not be ignored. The 2 percent referred to hy
AID)/Belize represents (overnmen ta of Belize contractual repayment
oblig ation applicable to loin disbirsements. This obligation may not he
offset, in whole or in part, aqainst interest earnings that arerightful lv due the II.,S. Treasury. Therefore, total actual interest
earned on the unauthorized investment of project funIs must be refindeI
by the Government of Belize. Recommendat ion No. () remiains in open status 
tntil management act io1s a'e( comple ted. 

- 38 



B. Compliance and Internal Control 

Compliance and internal control exceptions listed herein were limited to 
the Finding areas presented in this report. 

Compl lance 

There wer,. lotir compiia cl ,( cypt. i ons. All) Detogations of Aithority an I 
the AIDAR established ceil ings for the execution of grants to other than 
Foreign governments, contracts, cooperative agreements, personal services 
contracts and operational program grants. Finriing No. I demonstrated 
that the AI)/Belize Principal Officer exceeded delegated contracting
authorities in five instances for a cumlzative amount of $99,795 in
obligations. Minagement plans included in a project paper concludld that 
the Government of Beliz's .iinistry of Works was capable of managing 
spar, pa r t s inventories. Fi nd ing No. 3 iden t if ied a reversal in 
establ ished 1)1 ans in that. AID/Be 1.i ze letermi ned that a private,
for-prof i t f i rm sel i ng Ii ke i terns would nainage the inventory.
Accounting an internal controi systems of All) recipients were to be 
reviewed to ensure adequacy in accomnting for UJ.S. Government. resources.
 
Accounting records were to be 
 mua i ntai ned for review by the U.S.
Com pt rol ler General and its authori zed agoents. Finding No. 6 
demonstratel that A[I)/Be lize did not review accounting and internal 
cont rol systems of All) recipients, and one organization did not ma inta in 
accounting records adequate to support expendittres for a $200,000 
grant. Finding No. 9 identified interest earned on funds that were not 
disbursed for project purposes. The interest earnings needed to be 
refunded to All). 

Internal Control 

There were six internal control exceptions. Finding No. 2 illustrated 
that poor AID/Belize procurement practices resulted in insufficient 
evidence to support management decisions for the acquisition of hundreds 
of thousands of dollars in goods and resources, and that higher prices 
were paid due t.o the lack of competition. Inventory controls for 
expendaites, non-expendables, spare parts and shop tools were not 
adequate as discussed in Findings No. 3 and ,. Accounting practices and 
internal controls of AlD/Beliz and certain AID recipients needed to be
improved. Findings No. S an I 6 discussel these shortfa 1l s. Finding No.
7 discusse,! weaknesses management internal controls forin and duty-free
purchases of gasoline, and Finding No. 8 denonstrated that adlministrative 
proceduires of AID/tBelize were weak. 
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C. Other Pert inent Matters 

'rhe t raining of Ministry of Works (MOW) personnel to increase the
capahility of the Government of Belize to build, maintain and protect itsrural access roa infrastructure was a primary purpose of the Rural Roads
and Bridges Project No. 505-0007. For example, the project's FEquipment
Maintenance Component was designed to improve the MOW district-lan I
eqii pirent a ni ma in ternanrce operat ions through techni ca l ass i.;tance aril
training of OI personnel by project personal service contractors (PSC's)
assigned to the project. Hlowewver, the training program put in place and
implemented by project PSC's was inale(iato and def icient. ProjecL PSC'sspent too little of their time training MOW personnel, and instead
perforned unrelatel tasks which should have been delegated to andaccomplished by ,FYW personnel assigned to the project. At one point in
the project, loss than 10 percent of tire roads specialist's time was 
spent on training. lBesiles inadequate personnel resources devoted to the
training objectives, the training program was leficient and incomplete
because it li, I not inco rporate an a(ccurate needs assessrrernt that
iderit ified what ski ls MOW participants needed training in most. Also,

Ho forial testing inechanism was used to measure and determine if the
training provided was a, IeqiuHe and effective. The lack of focus placedl
on the training objective of the project was dire to dtisag reement among
AID/Belize project officials and project PSC's concerning what objective
shorid he given the hi ghest priority; road construction or training.
AI)/Belize's project officer believed that training should be given the
higher priority, whi le the PSC's responsible for implenienting the projectbelieved1 that road mileage shouild be the highest priority, even though
one month after the original project agreement completion date (PAC'I))
only SS po ercent of the pro:!ramme, road mileage and 1 percent of the 
planned bridge construction had been completedl. Attainment of the
project's training objective wais also impeded by AIl)/tel i ze officials'decision to store project Caterpiller and Ford spare parts at thewarehouse of a private for profit Firm rather than working through the
IOW's equ ipmiernt management. s vstenl to furthter bui Id on the training base
that had been provided inder a World Bank project. As a result of this 
arrangement, opportiLnities to gain experience in the equipment management
Field were provided to a private for-profit firn rather than to MOW
equipment management personnl who were the intended project
beneficiaries. 
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AUDIT 
OF AID/BELIZE'S PORTFOLIO
 

AND OPERATING 
 EXPENSES 

V -~ UNTED STATUR A1M 

' 
 VD! . .....
 

AID/Belize's two-story office building was erected in mid-December 1984. 
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AUDIT 
OF 	 AID/BELIZE' S POFMFOLIO 

AND OPERATING EXPENSE8 

Prefabricated housing units were procured rather than mobile home~s. 
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AUDIT 
OF AID/BELIZE'S PORTFOLIO 

AND OPERATING EXPENSES 

Four of five of the prefabricated housing units were located in a ccapound
in Belize City, Belize far from the rural project sites. 
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AUDIT 
OF AID/BELIZE'S POR'FOLIO 

AND OPERATING EXPENSES 

T
 

These bridge components were located in Beirropan, Belize. .. 

/
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AZTDIT 
OF AID/BELIZE' S PORTFOLIO 

AND OPERATING EXPENSES 

...others were found uncatalcjued in Hattysville, Belize.
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AUDIT 
OF AID/BELIZE ' S PORTFOLIO 

AND OPERATING EXPENSES 

Crates (foreground) containing steel pinions and connectors lay exposed, 
uncatalogued and insecure. 
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AUDIT
 
OF AID/BELIZE'S PORTFOLIO
 
AND OPERATING EXPENSES
 

A portion of project-financed Caterpillar and Ford spare parts cmamingled
with the inventory of CEMOOL, a for-profit Caterpillar dealership located
 
in Belize City, Belize.
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yy ) Nehoysla R.
AllDlBeltze,'
 Brashicli, A.I.D. Representative,
 

t nj,-c " Dra f - A id ', Repor- in he,i Audi - of AlD/B(!JI ze 'sIPor fol () anid Ope r, 
i rig lxpenses 

Coina'ge N.To: Gol ha rl , R IG/A/T
 
Rol'. 
 RIG/A/T Memoranidilm 
dtat led 12, 1987
June 


ie-r,''w i pilwase 
f ind AIN)/Belize 
response 
to 
subj ect DraftV Audit, 
R lpo ! ,whici was reviewed by 
Vne M.is Ison.
 

I .\(N ( IIiJN I)
 

))ri,, liii 
 iii'r' 
 I V if IlitA I I, uI!ndin,-, lf f) i,ind 
 I'c o I1icml 
a V li rlls is is evi siIiiis enced by
!o dole. O iss ion
 

A IN/ iIrz , nowe 
Ve r * is "OT inu ag'reementriJK-i V Rlpor wil-hI
!i loga!iris severail o1 t-neandtonc llusilors 
based Solelya on
i i s "I '1no Rural
r Auctss 
Rokids
S5 -0007 (Ro)tls Projec t f 
andt Bri Idg-es Project

). 'tlile ri a r'e inst ances where 
SWeep irg
geiovraIi za:ilors 
Havye omaildeO:n',r m j or Ail IA,[a 
" riaSet Upon01 I sot ledIll , CaseS.id Ctnc: I1 ,15on 1 are incor-rec
he il(ln as willr 1 ( a1,"I r !HII I res ponse 

AI I ' ,I i r e I I V .i lS o1l0.t1h 
(I1i Ai l" 

oFi I isagr eemnlltr s bI[ ;illl;l1-(1 ti Mi wee il1ss ion coulId have ee.ii aVOtidedIodi reducel d, if , or a VV li re, Had~J beei e ItItecli" cy i
(or 
 catV lonilllCdlwp',l 
 hi Aut : Teai a il fne A. I . I. Rep resent at i . 
Qg rirFt corrrllllicaflo"ilg 
 s !n i ssion r adIls pec ' or (jt"e r~s' 

w1 l int erest l-ie1)) I i , cl ed; lon 0 fd page (Plan for lie Aiiiii Aridto pr iod -
Ap ri l 1, 1987 iiroliug hICH 31 t 988. 
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t,"pert i nen, sect ion reads, in part, as foilows. 

"KWeping lanagement Informed 
During rne progress of the audit, it is IG policy to kee )
Ilaagemi!1't ad vised of Cfinadings as they are developed. Tle
 
Foll,I owi ng1,[ormls o1 COlncomilluniCa tion should be provided to
 
llanageimen t ry !no 13 .
 

"Report 
 - luring field work. potential fLdi ngs are
 
di sciisset witt management. 
 This serves two purposes.

First, it provides an opport unity for misunderstandings

and lnaCcuIracies 
to he rectiFied. Second, it provides

early not ice of leficie ncies so management can take
 
correcti 
 1ve act ion before he ad l1 is completed. 

"B3riefings - At various 
,limes during the audit, the
 
aidilors may SChiedule briefings of
io advise management

significant 
issues. The briefings Will he conducted on an

;s-needed hasis wila the significance of Ihe issues 
Jleerm i al1 ig the ma [ eIm,,ent Ilevel to Wi ch t he briefing
 
W Ill b e l:vaed.
 

"[1)ra Ft F V1d(Ins - Pr lor to he ,x t conference,
 
ppropriat e maniagemu:ri personnel are provided 
 discussion 

Copies of !iie find ings and reCorllimendat ions that are
 
planned for inclusion in 
 the draft audit report.
 
Management 
w i i h e ;Iwa re of the issues from earl ier
meetings 
with IG staff. These discussion drafts should 
be

rvii we" carefully so trat the exit be
conference will 

producti e.
 

"The Ex1 Conference 
An exit conference is held to formally advise management

of th e a i i dt i resulIts and to obtain 
 their comments on

proposed 
findings and recommendations. 
 Agency management

) npiu is vi I a I p ri or Io Ihe ssluance of t he draft aud it

rel)ort so that 
di sag reeien s can be set tied, if possible,
issuies and 
Colid itolns will Ihe fairly reported; and any
 
errorS can Ie re C
cor ed. 

I'The A i l Repo rI
 
D)raft Report - Fo I Iowing 
 liheex it conlference , the draft
 
fi d1 rigs aind recommnlati 
oris may he aimended based on

mianagement Commenat s made at aie conference. Thie draft
 
report 15 then i ss, o.i and 
wri I ten comment s are request ed
 
from management wi" li 30 
days. If management d(oes not
 
conciur 
 it he report as written, ai" iddli;t. Ional meeti nrig

wI llmanaIgemenat 
 may ne rveqllese(,d o work out the 
dil F rece s, EI.possihie, her orp ihe rmal writ ten 
commlenI s ar-ie plepa d . 
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"Final Report - After the IG receives management's wrilten 
commrents to One draft report the final internal audit 
report is issued. 'Tne entire written comments are 
included in tne report to ensure tne Agency's viewpoint isrepresented. If ifle IG disagrees wi tn any of Inanagement's 
coiments :e reason for disagreement Wi ll he clearly
explalned ini One report. Tne IG wants these final aid it 
reporls o providle a COll e and accurate picture of tne
specii:lc area; iudil ed at tOe lime nhe reviews were 
pe rformed. Faiess and hallance in presenting One 
cond i' ions re)orted iis wla lri I G s! ri ves for i n hI is 
report s " 

Tne A.I.1). Representative was contacted 1nfreqruently by tne
 
Aui: 
 'lean. This is unfortunate since the A.I.]).RWpr,'snt, Iv" Iad st art ed tne Mission and coulnd nave furitshied 
a wA IIi of hackground 1informat 10 andI explanations regarding
"ariy Mission activit ies, especial Iv those affecling tne Roads 
Pro jec, . As indicatled iii one "'HistoricalI Perspec ive 

a r -Uip ) of n A.[.1). Mission to Belize" wnich AID/Belize
h iri I Sue(l i) the Anld i trs, and wnicI is present ed later in tIis 
suhIIissi, i was clos0 to h r aag one-man snow du rirIng 1ne

e0iIrV periOd of Mi ssion 
operatlions. Not meet ing 
 reluentily

wi';I , li, ,.. 1.). Represr v F i v, deprived on Aud it l'eam of a
 
Va I ".A1 10 01 ie llll , lOll aif
id 
 t rms of ler'fen e.
 

In Adi 1t ,ion, a! ro time ,dur ing tie A id ! did ine A.I.D.
 
kep rv'serli y rec iye a bril f ing 
of spec if ic a d i issues.
Had Ipsp periodic hr iptfi r gs taken place, many qliestionahtle
I-ssuies coldl( have heri resolved and/or correc{ lVe actions
 
irli ia' oW in a 1ile.I y manner..
 

The Mi 5oin received a total of 13 Records of Audit Findirgs
(RAts ) luring the course of " he Audit . An additional 5 RAFs 
were rc 
vi ve y rial I ,a" T'rrsday, May 7, 1987. Four of Onhe
 
last i fi ve RAFs dea I ! 
 i I the Roads P rojec . 

h'Ilie
Ex ' Coi l, rnce t(ook place lie afle['irloon of May Ii and 
moi(rning of May I2, 1987. Wiln ihe eXception of hie Roads 
Project , E i xl tI coir 0ro c e was n ip l . It was obvious to
 
ri. A. I . ). Rep r sent at y anrid pv r ,aps!lie Audiito rs as wel I,


'I h !,]ll r we re 
s i gril i c ai d i f fe reic "s ri 0n0 op i o eg a ri nrij,
no RoIds Pr()jct . No ! w l nls ,and irig iv haInrasri n lev (" i nl RoadslPro ject RAFs and] app Ic al l e sect lors of one Draft Reporl , p illsSliiit of Ihis r spol se ! on Mi ssionoi ro"Rlig y h I IVes eflifect lye

Comlllill li1ci i io!WI,O r ion And ' leama an idthv A. [ . ).
Revp.orse li at wooulIdive nyave resolvp, nos of I no di sag i-cereieen i. 

An open, p)osli"ye meli insniip hvt wem The Auditors and Mission 
won Id a I so have restIt (d in a rImore co it rlivC 1e exercise. As 
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i, is, a t remendous amount of Mission resources were and are
 
still 
being (evoted to audit related matters. AID/Belize 
assumes the audit exercise must nave 
been costly for RIG/A/T as
 
well, since tnere were many as
as five Audit Representatives
 
during much of tne audit.
 

Regarding this relationship, policy guidance from page 3 of 
the
 
Inspector General's Annual Audit Plan for the period April 1,
1487 :nrough March 31 , 1988 is hereby quoted. 

'I',is 'ne IG's intent, in scheduling these audits, that 
, ey serve as a useful ooi ,o management. Tius, when the 
auditors come to an office or mission, they will make the
 
audlit, as pOSitive anl helpful as possible. The 
understanding ant cooperation of tne office or mission is 
needed to assist the auditors in performing lie audit and 
aKing corrective action on weaknesses identified by tne 

audiIt so tnaha the office or nil ss ion and tne Agency will 
benef I t." 

AI)/Beliz, saw little evidence o1f 
 compliance witn the above

Inspect or General's Policy. The RAFs and, to a 
lesser degree
 

ne D)raft Report , were presented in a negative manner, and
 
included unnecessary insinuations and allegations.
 

AlI In all, i(: aud , effort was not as effective as it could 
nave 
 ,een and tne Agency ends up being the biggest loser, in 
our opiniion. Part of ie blame may be ours. Next tlme 
AI)/Belize wII do its utmost to foster more effect ive
commnin cat ion since tIhe Mission believes si rongly in audit 
coverage. Iln t his age of "more wili less," a given Mission
 
requires as much constructive criticism as possible in order 
to
maximize its chances for effective administration and proper 
project Implement at ion. 

IIISTORICAI. IPERSPECTIVE - S'fARTI'-UP OF 
THE A.I.D. MISSION TO 
BELI ZE 

Toe following historical perspective was previously furnished 
to t lie Auidit ors t o provide an idea of condit ions and events 
affec7ing the estab lishiment and operations of AID/Belize. Il
is dtiff iculIt to determine whet her this present ation was 
considered hy the Auditors. Accordingly, t is is being
repeal e(d since i provides a useful perspective to the reader. 

"Belize (formerly Bri 
ish Honduras) was the beneficiary of
limilted U.S. econioi c assistance luring the 1970's through
ROCAP/Guatemala and RIJO/Barbados. The Governmmenit of 
BeliIze, however, oflficially reqiJested the opening of an 
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~7 	 A.I.D.. hi lateral'rmission at- independenee in September,
1981. The need for economic development was critical,
given the~serious economic crisis caused by thrai 
declineBe.... in,'-Vhworld pricescl-pal-exof po"sugar,rts--!9-A~licitrus:highand bananas, ........ -,.
....-.......L."ze- re e--p r~n - SA-IFDffBetize--.- ...' 

.
had to be started From scratch in January t983 propeled 

initially by the Caribbean Basin and subsequently by the
 
Central American Initiatives the Mission actually became
 
Fulty operational only during the spring of 1986.
 

"Pol icy objectives were identified to underscore these
 
initiatives. The overall U.S. objective calls for the
 
maintenance of, friendly relations with Belize in order to
 
assure a democrat'ic independent, economically viable
 
country which is supportive of our policies and capable of
 
maintaining its tVerritorial integrity. The attendant
 
development strategy emphasized short-term economic
 
stabilization support and longer-term economic development
 
assistance to allow the country to achieve sustainable
 
economic growth.
 

"Initally housed wihin the Embassy, the staff consisted
 
of the A.I.D. Representative and a USPSC Executive
 
Assist-ani Cor that 1i rs I-year, The ro we re no A. I. 1).
 
Iandhooks. Missini orders !)r administ rative notices,
 
files, A.I.D. forms or procedents to guide the
 
tocaily-hired Executive Assistant. Data on Belize was
 
non-existent and the Government had difficulty
 
articulating its needs and even less,' prioritizing these 
needs. The A.I.D. Representative had to obligate some $17
 
million in nine months, address balance of payments
 
problems and initiate several targeted long-term
 

, .development projects. Some .150 TDYers assisted the
 
Mission in this process, a load factor of formidable
 
proportions. Space was at a premium. During these hectic
 
montns a development strategy also had to be developed.
 
Much time was spent traveling to Washington to defend each
 
initiative as well as provide the Belizean perspective
 
needed by t-he Bureau. This process had to be maintained
 
and constantly reinforced until the Mission reached its
 
Eijfu status 1986.
ly operational in 


"Early in 1984 a USD11 Agricul.tural Development' Officer and
 
a TCN Financial Analyst from USAID/Nicaragua arrived at
 
post, followed somewhat later by a TCN General Services
 
Officer from USAID/Pnilippines. The latter two were
 
crucial, given their long experience with A.L.D. programs
 
whlich te Mission sorely lacked. The official accounting
 
station has been located in USAID/Honduras.and specialized
 
assistance was be ig provided by the Regional Legal
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Advisor from RDO/Barnados and the Regionat Contracting 
Officer from USAID/Panama. Tnis was the existing staff 
Inrougn mid-1985, ny which timle tne portfolio had 
increased to $40 million involving some [5 projects. Tne 
influx of TDYers did not abate and an additionat 200 
consul! an! s worked on the Mi S ion program during this 
period. l'ne CI)SS covering FY 1984-89 was finalized, 
,e,fendedl ant approved by the Bureau, focusing on economic 

lr a agrlculiuilia1 export promotion,ry. diversification, 
infrasi ric development, and selected ra resources(ure( 
diver ,pmen! and i i zing ESF , t)A, IG, PL 480 and 
celni ral ly-funded resources. 

"trils per od or concep nola I zat ion and program/project 

preparal ion was thus well1 unUde rway. flowever, witn 
implemenafion aboiul 'o begin at earnest, USAI)/Beltize 
still nad no addl ional direcl-hire staff to handle an 
ever-growing workload. Repeated appeals to the Bureau 
resuI ted in ine Ink Commiss ion reconmendations for 
addit ional IJSI)H, TCN and FSN staff. During the second 
iialf ofi 1985, t-he followinig [our USDHs arrived at post -
a Controller, General Development Officer, Program/Project 
Development Officer and anl InIi ern.it ional Development 
Intern. Three add r ilnal TCNs, seven USPSCs and eleven 
FSNPSCs were iin place by eArl v 1986. lousing this growing 
staff was now poss blle, since a ,ission uil1(1ing and a 
warehouse nad been erected in early 1985 -- prefabricated 

,building imported from the Unrted States at one-third the 
cost of local const ruict ion ard erected in record time of 
three mont hs. 

"At this point, training tne staff into a coriesive force 
and instituting various Mission systems, as well as 
orders/procedures became paramount. This was accomplished 
in step with new program development assisted by some 
;dditional It50 TDYers. While ne Mission staff necame 
frilly operational in 1986, its relative size is still 
small, given our cumrrent portfolio of $70 million and 35 
projecls. Neveitneless. tie r performance has been 
exemplary and Vhne program is presently being consolidated 
to reduce tnis workload. Despite these lim tations, 
IJSAIl)/Belrze was commended by !he A.I.D. Administrator, 
LAC As s s tant Admni st rator ad d ne Biir.au for resilits 
achieved a peri me,in sich Slnort rod of t ranging from 
successful pot icy dlialogle iin privat ization to innovative 
approaches in agriculltural diversiLicat ion, export 
promot ion and t rai n i1i cost s rdllct ion.'' 
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EXECJTIVE SUMMARY
 

Tne Draft Report Includes several useful findings and
 
recommendations which lihe Mission endorses. In most cases,
 
correc' 
iVe ac; ions have been taken. 

Tne Mission does no! agree with the segments of ,ie Draft 
Report ha,,ed mainly upon ti actlvi ies of tne Rural Access 
Roads and Bridges Proj ect (Roads Project). Tnese sections 
Irvolvirig procturement , liventory cont rois and shop tools 
(Secti ons 2, 3, and 1) cont ai several erroneous conclusions
 
and reflect a general lack of lnde rstarnding. More disturbhing

i ina loose Sect 101, IncI ndlimerous n.S and
u ins inuato 

Al liega V iOns whicr canno he supported.
 

Tn Draft Repon condemns ail procurement as inefficient and 
1inef.lfec" iye and casts 
doubt as Vo tle honesty and integri ty of 
Wo)se re .,poni rhle for lhaf procure ie t . 

'Tne !41 ,;I oil ;ck 1()wl edges ;Aneed for il)rovemue nt. lowever, as 
s.oWn in ine 
 cli a rts ini our response, t e sweeping al legations

made Ill n e )raft Repo rt are ba)sed upon isolaVed i ns anrces,
 
rt l ,cl I ng a small percentage wmen compared to total
 

Ti Draft Report criticizes Vi. Mission's September 1984
 
piI )c I a plrefaiic)rica (I0 . hoIldie
mtI ii oI 
 I ice 1. g, Sta lrng, 'W1coulI nio he det erined if AID)/Belize paid ine hest price for
 
he prefabri cate d st rCr. because nere 
was no evidence tnat 

tlie )rocuilrement hid been advert Ise(t and competitVe ) ds
 
rece ived.'
 

Discusions WI Ii1ne A. I .I). Representuat iye wou(ld yavedisclosed 
,n, a, Non )Coimlpel Re vi ew Boa rd riad conVee(d on - i 1 V Augus 30,
1981 for ie "purpose of reviewing lie procuremerit of a 
pre-manufc lured/portal Ie office builIding." The comm it tee was 
composed of !he preserin A. 1.D. Representative, the Agriculture 
l)evel opment Of ficer (sinrce retired), and the Regional Legal 
Advi sor. 

The l)rdl:1 Report implies fundirig avaitlability was one of tne 
MiAi re1.;asons for ef fec. rig a non-colpeti! iVe waiver aluthoril y
 
to procii re a prot.ahr ICaed wa renouse. 

Tio :1I ss aiiriroes Fu d g ava i la i Iily was a cons ideraVloll in 
acc*lera i i ne procu remlient process. Ioweve r, toe deciSion to 
of) 1or min-colmipeV I ve j)rociiremrietl was hased upon sonrid 
huisness-l Ike ratiionale AIs was evidenced in too Sept elmber I, 
1985 jiIst if-i catVion. In Addition. lte re was an exchange of
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'I e Ieg rains witVn AID/W d iscussing the wa rehouse and rei ated'conditions. 
 The A.I.D. Representative would have been pleased

to share Vne information cit ed in the referred telegrams had
 

1he Audit Team .... r - erns_ to -hs-at.ten~tion. "
 

The Draf v Report Questions the selection of Porta-Kamp to 
furniisn portable housing at a cost of $i19,270. The Draft
 
Report correctly states Ithere was 
no record of the bidding and
 
selection process. The Mission confirmed that the file copies

of that analysis have apparently been lost. Hence, AID/Belize

contacted the firms who had tendered the missing offers. These
 
ftrms nad fortunately retained file 'opies of their offers

which were furnished subsequently to the Mission for our files.
 

Tile Mission analyzed the bids and, as demonstrated in the body

of our response, the Porta-Kamp bid was by far the most:
 
advantageous to the U.S. Government.
 

The Porta-Kamp housing procurement was achieved in accordance
 
witn A.I.D. lIB i1, Chapter 3 - Host Country Contracting
Procedures. Although forma) advertising was waived, the
 
contract opportunity was conducted using HB 11, Chapter 3
 
Informal Procurement Standards. The Government of Belize (GOB)

selected tie offer which was considered to be most
 
advantageous. Had 
a better offer than Porta-Kamp's been
 

* received, the GOB would have taken advantage of this
 
opportunity. Thus, the inference that 
one procurement

influenced another is unwarranted.
 

It is unclear why the Draft Report has included the three
 
excerpts on page 19; however, they conclusively show that tne

Mission carried out its responsibility in monitoring proposed

awards by 
a host country to assure that an award decision is
 
supportable. AID/Belize can only assume 
from the excerpts tnat
 
tne Mission is exercising its monitoring role conscientiously.

Hence, the use of the term "arm's length" on page 20 is
 
unnecessary and, at least, provocative.
 

The Draft Report states that A.I.D. procurement procedures were
 
not used by AID/Belize. In every case mentioned, the Mission

followed either A.I.D. direct contracting procedures or host
 
country contracting procedures. 
 Simply because waivers or
 
informal procedures, as provided for in the regulations, were
 
deemed necessary in the interest of
best project:, implementat ion
 
doeos not mean that "procurement procedures" were not used.
 
Waivers are a recognized option in those procedures. The
 
Mission stands by the procurement decisions made and finds the

conctusion that payments for commodities occurred at "excessive
 
prices" totally unsupported.
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11ISSION RESPONSES TO AUDIT RECOMMENDATIONS 

*.CONTRACTING AUTHOUr iTI13 

Recommendation No.: recommends that 

"AID/Betize request, and obtain (a) a review by the 
clarification from A.I.D.'s Office of -he General Counsel, 
-the A.I.D. Directorate for Program and Management-
Services, and A.I.D. Bureau for Latin America and the 
Caribbean on Redelegations of Auth-ority No. 99,0.202, 
133.3.1 and 149.1.1 and their renumbered successors; and
 
(b) a determination from A.I.D.'s Associate Assistant to 
thle Administrator for Management and subsequent
 
ratification for $414,795 in over-obligations for seven
 
awards that may have exceeded the contracting authorities
 
of the AID/Belize Principal Officer."
 

The first paragraph of tnis section in the Draft Report reads
 
in part,
 

"Certain of the delegations of authority for AID/Belize 
.were not clear, and AID/Betize may not be in compliance 

ie to ini'intierprol'it' ions thiereof. Consequently, he 
AID/II 1lizeI ' IluicI iill officer may liave exceeded coli acl 1ig
itialnorities in seven instances For a cumulative amount of 

$414,795 in over-obligations." 

Winat te Auditors consider as contractual arrangements possibly 
exceeding contractual authorities are not over-obligations. 
The Auditors should refer to obligation concepts discussed in 
Chapter 2 of A.I.D. Handoook No. 19. 

The Mission asked the Regional Legal Advisor (RLA), who was in 
Belize on TDY during late June 1987, to review the section of 
1tne Draft Report dealing with contracting authorities. The RLA 
provided the following comments: 

Recommendation No. I-a, taken in context with its pertinent 
discussion text-, is confusing and at the least should be 
rephrased. 'rhe cited redelegations (99.1.202, 133.3.1 and
 
149. I . I) are unambiguous. -They either emanated f rom SER/CM, 
'ne only office authorized to issue redelegations with regard 
to t-he signing of A.I.D. direct* contracts and grants to 
non-governmental entities, or AID/AA/LAC, the only office 
aut'norized to redelegate project approval authority to the 
fif!-ldi. ,rhe successor delegations 755/AIDAR 702.170.10 and '452 
are equally unambiguous. Yet' the Draft Report recommends that 
AlD/Belize request they be clarified, at least- withO regards to 

." Wat appears to confuse the Auditors (page 10 of Draft, 

'. : ) . . ,. , . ... .,,' .. 

-

,
! ' '' ;¢.<;I ) 44-i~ ) , . , - ! ', . 4 . 4, ' ' 

44 

http:702.170.10
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iReporv) is the distinction between project approval and the
 
~autnorit to sign contracts, grants ard cooperative agreements.
 

AII)/Belize officials correctly %osr ~~dlgto~fmm 

tAu-hor!ity No. 99.1.202 as conferring signing (Draft Report uses
 
word "certification") authority for OPGs upon the A.I.D.
 
Representative in amounts up to $L,000,000 per grant.
 
AID/Belize also understood that prior to A.T.D. Redeiegation
 
133.3.1 it nad no authority to approve a project- without prior

approval from AA/LAC.
 

Contrary to the assertion on page tO of the Draft Report',
 
AID/Blelize obtained a May It, L987 definitive opinion from
 
GC/LAC, apparently concurred by IG/LC, that the $500,000
 
ceiing of delegation 755 is a limitation upon the A.I.D.
 
Representative's authority to authorize OPGs in the field.
 
But, since AID/Belize, with regard to the cited projects, never
 
used thie $500,000 project approval authority, this point is
 
academic. Once AA/LAC approved an OPG activity for AID/Belize,
 
iowever, under specific contract/grant redetegation authority,
 
te A.I.D. Representative in Belize could sign an OPG in an
 

amount up to $1 miltioi|. As AID/Belize explained in a June 2,
 
1987 response to RAP No. 1, all of its non-governmental grant
 
(including OPG) and cooperative agree'ment activities had
 
specific approval from AA/LAC. With that approval in mind, the
 
A.1.D. Representative could sign contracts, grants (including
 
OPGs) and cooperative agreementstup to his delegated authority.
 

rTne Mission can only surmise that the two lines of authority
 
(one for project approval, one for contract/grant signing) are
 
confustng the Auditors. Since this type of delineation of
 
Mission authority is in effect worldwide, AID/Belize must
 
request RIG/A/T to bring its concern about, the apparent
 
confusion to AID/W's attention to decide if clarification is
 
needed.
 

With te exception of the direct contracts stated below,
 
AID/Belize operated within all pertinent delegations of
 
autnority. In this same vein, the listing of activities on
 

Ipage 12 of Vne Draft- Report includes t~wo OPGs which, as 
explained in our response to RAF No. i, were executed in full 
compliance with all delegations of authority as explained aoove. 

Wil-n specific regard to the direct contracts, however, as was
 
noted on page 12 of the Draft Report, AID/Belize requested
 
ratification of the amendments which were executed in excess of
 
tne contract delegation limitations. Since issuance of the
 
Draft Report, AID/Belize has received ratification dated June
 
19, 1987 from M/AAA/SER of the remaining agreements totaling
 
$77,186 (4, 6 and 7).
 

' I. - :"1 . . - ;L ! 
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IT sr, AID/Betize requests RIG/Al/T to redi rect Recommendatien 
N I a to an appropriate AID/W Office, and to consider 
-clearing Recommendation No~ 1-b since issues~haveall been 
cn-nresouv rd/ovendso proremetiie -- 

2. PROCUREMENT 

A. General 

Tile Draft Report- conciudes AID/Belize's procurement practices 
were ineffective. The Mission believes the term "ineffective" 
is inappropriate. Granted, there is always a need to 
continuously improve Mission procurem'ent practices. However,
 
1the term "ineffective" implies a complete lack of ability.
 
Wit tee exception of isolated instances, required purchasing
 
autnorities and procedures were adhered to.
 

Once staffed, the Mission took action in establishing and
 
enhancing its procurement capability. For example, early in
 
1986 AID/Belize established a Procurement Specialist position.
 
An individual was identified and sent to Washington in
 
September, 1986 for training on "Federal and A.I.D. Acquisition
 
Regulations." The Regional Commodity Management Officer (RCMO)
 
was also invited twice that year to work on specific
 
procurement actions as well as to provide brief training
 
Ssessions to Mission staff. In addition, three Mission Officers 

ti the "Contracting Non-Prr'curement Personnel"uended for 
training course. A video tape of this :;ime course was
 
requested and received for Mission's use.
 

At AID/Belize's request, the Regional Contracting and Commodity 
Management Officers came to Belize during May 1987 and prepared
operating manuals for Mission guidance. Training was provided 
to a PSC dependent spouse in charge of Mission procurement

functions. Additional country training at an established
 
Mission will also be arranged by the RCMO. The RCO and RCMO
 
are now scneduling frequent visits to advise staff on
 
procurement activit'ies, in addition to assisting via telephone

and/or cable as required. Accordingly, AID/Belize asks that
 
RIG/A/T consider clearing Recommendation No. 2-a.
 

Tne Draft Report addresses the universe of AID/W and AID/BeLize
 
administrative and project procurement of goods and services,
 
condemns all procurements as inefficient and ineffective, and 
casts doubt upon the honesty and integrity of those responsible 
for 'hat procurement. It sits in judgment on the wisdom of the 
Roads Project design, and condemns those who provided the
 
atut'norization to set the project in motion. -It, fails to
 
acknowledge that the Project Paper (P P) justifies the rationale
 
for proprietary procurement and establishes the need for
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Calterplllar and Ford prolucts, respectively: "'lie Project

design als) ca lltd [or One use of PSCs to provide technrical
 
assist ance.
 

'i'lle )rft will le /-illd, iRepor t - Colnde l I,I SS-AO n procuremnent
 
act Iv IS -- poi nts out , ilt K'il Is .[o di[fferetit late between,

[laws iii procirement poL icy an ftlaws in the teChlniCal aspects 
of p rocu remnii t. It Also fal Is to make any diStinction between 
,dl li Iil,5 ra i Ve anid project procL rment or o acKnfowledge Ilie 
dilfferencne in regulat ions goverlinig the "wo. 

IW IW open-.8ing pa ragraphil, i'np Draft Report des cribes va[ious 
op' io ;I l o for coiiltll y procuremanit to project-OVai Ian purSuntir 
i mllp.ement at ion. The SeCond paragraph , iowever, speaks of 
AID/BelI IZ(e accep~tilig procuremetriit[res)ons iL Iit y to erect an 
office hm Iding and warenouse in 1984. (The office bu lding 
was erected in 984; One warehouse in 1985.) The office 
hil i ng and war1"lousv a r( act ions wh i Ch Woulld n0orimall1y be 
nderliken by a Missi on, sinlice t hey are funded from Operat ing


ixpenses COE) IBidget . I' furlr sta tes, "During t is same
 
lme AlI),/eI ;.1SO pt ed prOcre mniltll responsih itiy for
al acce 

one of o vis il projects. leIo Osn hMiselieves this 
reference is to he Roads Project. If so,, e sItat ement is 
IrIcorlect aa, ism.ajo procIi(remjieri t [ Sp) ns in i I iIi y for lhe Roads 
Pro je was (to legaled 1o AlI)/Washl hliglon in thne PP and was , in 

adca , carried out ny el lier AID/W or ! ne Excess Property
)ivi sion of ine A. I.). Office of Commodity Manageient. The 

Roads Pro ject olffshore comlod y procurement was carried out in 
Be ize ny 1no GOB, aSSiS'ed by AIl)/Belize. 

AlI)/Belize accepts !he princl 1)e ol."o le audit recoluiiendation. 
Tie RCMO wi l 1 ssi t ne Mi ssion t tien fiji uture In he t echilliCal 
apeclt% (of coIiIod it lroe ureurien wel I providey as is tra ining 
for ne Procunrement Spec ia Iaist . Ilowever, pol Icy iSSies( M ssi 1n 
rel at ing o any n al II of All)/Beti ze )roclrllent actions will 
COi 11 '110o he ha nrid led hy nlie MIiss l0. 

B. Mission Port foliO Procir ent 

The "IIscuiss(,)lo sectiio )f Iofthe i is organized,he ftrReport poorly 
and reflects a less tIhan iworking knowledge of A.I.[. 
adin ilst ra ive ,an(1 project proculriilement proce(dil-eS. It is 
itno ref[ore " rx' lIy to res pond to.eme di fftcii l 

In a Wil inp !o int rodico a iat lii llal the iLssiona pproach, n 
,wi l I l n gir wi i ) li ilr ot otil pri) o ect procur.ipit
 

*i: lvili " s , AinI spa awoi Ply address adiniist rat yve p roc iri ent.
p 
Cum I" 1 on Page 12a oi(iws port fol Io0 rojocts wit Ii sign ificant 
proiiollieil ict lvil ios. I r e r I)raks t'r;es procoient til 
ac i v7i I Ilto n 1c1eC liillt'a I assi i, ;nd 1 commodit' p rocurementi, 
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activities. Totai 
 project procurement 
to date is in excess ofnineteen million 
dollars. Sixty-five percent, 
or $12 million

of total procurement, has 
been for technical assistance (TA).

Nine percen! represents the Roads Project PSCs 
witn which the
Audli tors took issue. The procurement of PSCs was nandled by
tne 
Office of Contract lanagement in AID/W. Much of the
criticism is of the policy establisned in the Project Paper forwIich Aission management snould inot he faulted. The technical

ol IiS
aspe'' s n Collipet i yIveprocurement were not addressed. 

On ine commodity side, tre 
chart reflects offsnore procurement
or over 7 mi Ilion dollars of project commodities. The Draft

Repor: found fault with several aspects of the Roads Project
comnod i ty procurement. Cna rt 
 2 on Page 13a shows the breakdownof project commodity procurement. Procurement is divided
heween AlI)/W (.includning excess property) procurement and host
coint ry procurement carried in Beltze.
out It indicates thatsevent y percen! of tne Roads Project commdity procurement was

carried out in AID/W. Tne Mission believes toat all
appr)priate regulations 
were adhered to. Of the remaining one

mil lion procured by time GOB from Belize, 41 percent was
procured usrig Formal comlpet ihive procurement procedures, 16 percen sing informal competitive procedures, 
26 percent using

proprietary procurement procedures, and 17 percent using the
 
services of procu agent.
a rement 


Tne "rafE Report found fault witn the informal competitive
 
procurement ot. portable nousing 
-- not so much with thetechnical aspect 
of toe procurement as with the inability of
 tne iM ssion to document ie procurement. 
 It also found fault

WVii one of the three spare parts procurements in wnich 

services of a Procurement Services Agency 

the
 
were used.
 

C. Missinn/Host Government 
Relationship
 

The Roads Project, wnich is the primary focus of 
the Audit, was

not ine first Project to he authorized but was tne first 
Project to be implemented in Belize. There was sense of
a 

urgency on part all
the of those involved -- AID/W, toe U.S.

Mission to Belize and 
the GOB. GOB personnel who were
 
responsible for 
project implementation had had no previous
exposure to A.I.D. procurement procedures and wished to gain

exiPrience. Early in the 
imllementation phase of tre 
Project,

a three day seminar was neld for ine purpose of 
acquainting
involved Ministry of Works (MOW) personnel With A.I.D.
procedures. Tne Minist er of Works plus 40 staff members
 
a,, enled and 
actively participated in implemenmtation planning. 

The l)rat Report port rays tie col lective memory of those GOBofficials interviewed ty the Audit Team as having untversatly
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failed wnen asked to recall Itheir involvement in project

planning and implementation. then
The Incumbent Minister ofWorks, whose letter is inserted below, recalls signing
documents drafted on nis behalf oy AID/Betize and at the samelime recalls tne deep involvement of Ministry staff in drafting
final documents. The Mission was a facilitator, but in noiqstance dturing the initial procuJrement phase was action taken
ha! did not irnvolve Mini stry personne in One decision 

process. Quot ed oelow is a rec.nt letter from the former
 
Min is Ior of Works:
 

"Some time in Marcn, 1987 1 was contacted, tnrough the 
telephone, by a lady who asked a series of questions
concerning A.I.D. in Belize during my term as Minister ofWorks. T'lils was a broad, general conversation that lasteda few minutes, concerning the Porta-Kamp procurement. Mr.
Alex Powers and myself discussed Ithis in deptn. Mr.Powers told me that tnere were three different bids. He 
explained the pros and cons of the three bids. 

"After discussing the pros and cons of the three bids, I
chose the bid. a I I Porta-Kamp On procurements and on the
entire programme, I worked very closely with Mr. Alex 
Powers who kept me fully informed and aware of whatever 
was happening. 
 I always made the finat decision on all

hids and procurements, after discussions on the particular
 
hids, with Mr. Powers. 

"1 am surprised at the statement that Ministryour had
records or files on 

no 
Porta-Kamp procurement, as USAID could 

no! nave made the procurement unless there was a written 
acceptance by my Minist ry for suc. 

"There were many occasions when I held meetings at the
IJSAII) office and my Mini stry with Mr. Brasnicn, Mr.Jenkins and Mr. Powers. In fact, at two or three of these
meelings at Ine USA[D office, Mr. McDonald was also 
preSent. 

"Tnere was always a close and good working relationship

hetween myself and the USAID team. We kept in constant 
contact on aspects tneall on programme of work being
 
carried out."
 

One pol int at issue is i he procurement of. portable housing for 
Iproject contract personnel. There was deep and significant,inmVolvemlenl of PIlMinistry 
personnel I in the soticitation and
seIec" ion of !he conl racl or to sup~plyi)portable nousing for
PSCs. Hlat iuvolvement is reflecled ini One Draft onReport
page 19. Wileie the language of ie letter quoted was suggested
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by the Mitssion, the GOB decision to award to' Hanet 
International could not be approved by AID/Belize as it would 
have resul ted in considerably higher erection costs for tie 
housing units. In addition, the Hanet nomes would have been 
very expensive to move as they were not truly portable. 

D. Roads Project - Portable llousing/Porta Kamp 

The Agricultural )evelopment Officer (ADO) was assigned to 
AID/Belize in early November 1983. At the time of assignment 
ne was a Tl)Yer from LAC/ID /RI) , AIlD/Wasnington. During the 
period bel ween Ote da e of assignment and arrival at post 
(aouw itree weeks), Ine ADO was oackslopping AID/Betize and 
at ending to ALD/Belize business in AID/Washington. It should 
he pointed out that contrary ,o comments in tne Draft Report, 
the ADO was no stranger to Commodity Procurement. lie served 
from January 1974 througri November 1977 as Chief of the 
Agri-hlsiness and Textile Branch, AID/Washington Office of 
Commodit.,y MaanagemenI . In tnis position be had direct worldwide 
respons inil i y of more than $300 i lion per year for 
A..I). -financed procurement of pesticides, fertilizers, feed, 
seed-Is, I Iye ian1 ma Is and e xt ites. In addit ion, ne served for 
morn nan hi i icen years as ADO Y1 various missions and was 
1l0oroughllv knowiedgealble of project procurement regulat ions arid 

p ro ed re s . 

TIwo na:.. ll,, p roh I ems neeled 0o he addressed: (i) making 
l rl mr to" I ! ie ar ival of tle Roads Project l'SC team, and 
(Li) resolve problems reiating to ine eligihility of A.I.D. 
Code Q35 vessels for A.I.1). financing under this grant -funded 
p ro j('' . 

T e AIDO spent considerable time in one Office of Commodity 
Managemrertn , working withi tile SER/COM Commodity Specialist 
iderW ifying potential Suppl iers of portable housing units for 
tie PSC team. Five firms were ident ified as potent-al 
Supl I te rs. SIiR/COM provided teclnical data on some of ne 
suppi iers, DulJ more imporw.arvily ine Commodity Specialist had 
firs!-nand knowledge of tlie firms' performance as A.I.D. 
coltract suppl iers of portablIe rrols ig. The ADO placed a 
number of telephone calls di rect ly 0 lie fi cims to learn more 
about thei r respective products. 

11 soon b)ecame appparent inatI the s hippitnrg cost of typical U.S. 
mobile nomes wold he prohibitive, as they are 
[lOll-CC) lapsilIel. Snilpping costs are based on cubic-feet rather 
thai weighit alone. Shlpping Ints type of unit, fully erected, 
Wou ld have re-s1 I " ed III f reighl Cos! s of more I lan double the 
valuie of the h uIe. Considering this factor, Ohe uniiverse of 
potenti a Supl)ilers was reduced to liree firis known to 
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SER/COM. A remaining concern 
was the portahfility of other than 
moI le nome ype un i ts. 

Resolving Ine Issue of a shipping waiver was less successful.
 
There dre no U.S. flag vessels servinrg Bel.ize on a regultar
b sls. T[e 1J.S. Flag reqiremnent was waived in the Project
Paper. However, the requirenent to use A.I.D. Code 941 flag
ve 
 els remnained in effect. SER/COM/Transpor at ion contended
 
In, !here was one 
 9,1 flag vessel serving Belize and that tiis 
vessel would have to e used A.I.D. fundsif 
 were to finance
 
fre ign'.
 

When I ie! AI)O arri ved al post ne immedlately began to assist the
 
MOW 
prsonnel in the procurement process. As housing 
in Belize 
rema iied critic al , housi procuremlent was high on (ne agenda
Ot I)ofh liec ion and GOB.,i Mi1s 
 In early January 1984,

AlDi/WaSliligon ci p)li[)let coil lrig processed 1ie rac 
 and the
 
Project Chlief-of-Pariy arrived 
al post January 7, 1984, soon to 
re tof I owed by' Ite rena i rider of Wne Contract Team. 

Botii Ministry otfficiais and Mission were
staff anxious to 
aCCeLerale Ic procurmedn process arid avoid serious delay ill
 
project start -up. Given the relat ively 
small uni verse of 
potent Il sippl iIers d(l to compress the requisite time in which an award imgii he made, a request for a waiver of Handbook I1 
rIo.ir remenri for advert ising, coupled wii the use of informal 
procurement p)rocediures, was forprepared the A.I.D./Belize

Reprsenta lye's act ion. With1 tie advice and counsel of the
 
RLA, a waiver was approved by te A.I.]). Represertative and
 
litorii I sol iclvat ion of of ers hegan immediately.
 

The iii ia I sol IcitAl ion requested offers for four 
pre[anricaved/portable two 
bedroom, one bathroom iomnes
 
including furnitire, appliances and generator, CIF Belize. In

add ilion, offers for two extra sets of household furnishings

for oler contract personnel and one extra set of 
appliances 
were reques ed. 

Wri ten offers, complete with specifications were received from
 
three firms: (1) Hane; Internatmonat 
Company, 13135 Champions

Drive, Suw e 200, lloust on, Texas 770069; (2) Mo(lular Comptex

Company, 13135 Champions Drive. Sinte 200, Houston, Texas
 
770069; and (3) Port a-Kamp Manufacturing Company, P.O. 
Box
 
7004, Houston, Texas 77248. A 
technical committee to assist
 
tne 
GOB in the review and analysis of offers was formed. 
 The
 
Commi tee was composed of GOB personnel, AID/ADO, PSC Chief of
 
Palrty, and AID/RLA. A suimary 
of the first arialysis follows
 
wit I approprai e footno es.
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ANALYSIS OF PORTABLE HOUSING OFFERS
 
INITIAL OFFER
 

1I-AN ET INT'L. MODULAR COMPLEX PORTA-KAMP 

Cos! ,f ,14Houses
 
a
i lC I I Ining gelerator $145,928 $221 , 908C $157,96 4 

1 
(I 53,828)1) 

2 se's of 	furnil ure 2 2 ,7 3 9 d 19,80 0 e 39, 2 6 6 f
 

(28,86)0
 

set of appliances 2,5779 	 5,3001
 

Erecton Costs No estimate) (231,280)"( No estimate1
 

Est imat ed 	Cos'
 
of Shipping
 

m n
Convainers 	 No estimate (7,935) None required


Inlald and
 
Ocean Fre ign 25,260 45,388 57,104
 

TOTAL, C1/1o lz 
 $190, 50,'1 $287,096 $259,0355
 

t($2t0,52m )D
 

NOTES: 	 aInctudes thie cost of 4 only 6.5 KVA generators
 
hIlicludes tie cost of 4 only 10.0 KVA generators

CIlncudes one cost of 4 only 7.5 KVA generators
 
dIncludes ine cost of 4 only 12.5 KVA generators 
eNo generator included 
finciudes the cost of 2 only 12.5 KVA generators 
gDoes not incItude air condi lioners 
hNo of fer 
1lncludes the cost of 10 air conditioners 

No estimate of erection cost given 
kEstimate of erect ior cost using labor furnisned by 

offerer 
INo estimat e of erect ion costs given 
MEstimate of container lease not provided by offerer 
nPor a-Kamp quilpp1ng mode reqitred no cont ainers 

as one lI Ii ree modllu compr ised of a uillIo f he 	 eS 
is Snipped as ani erec ed unit. Furiishi ng and 
appl iances, etc. , were to be packed iII these 
erect ed nit s. 
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As noled in footnotes a, b A,c, these base prices cannot be 
compared directly, as they include the cost of different size 
generator:;. File copies of that analysis nave apparently been 
losi, Hence, AID/Belize contacted the firms who had tendered 
the missing offers. These firms had fortunately retained fil.e 
copies of their offers wh1ici were furnished subsequently to the 
Mission for our fil eOs. 

Ini tal Iy, ,ne GOB select ed the llanet International proposal, 
since w appeared to he Itie lowest price on a CIF Belize 
basis. The MOW requested formal AID/Belize approval of their 
selection in a wet , r dated January 27, 1984. Two events took 
place snortly after one Mission received tnis letter. The
firs! was that SER/COM/Traisporta I on reconfirmed their 
decision and did not provide the necessary waiver to allow 
A.I.D. financing of fre ight on a non-Code 941 vessel.
 
Secondly, on closer analysis of tue Hlanet International offer,
 
a nidden cost was identified. Tne Ilanet International units
 
consisted of a series of panels wnich were to oe packed in 
9'-10' containers. It was determined that the lease cost of 
inese containers had not been ncl Ide(d in their offer. 
Inclusion of toe cost of containers would result in a 
considerahly higher total freight cos! than indicated. The 
Hane, lInternational uiits also required the buyer to pour a 
full concrete slab upon which the house would be erected, and 
the cost of Inis foundal ion would add significantly to the 
finished price of the unit; also, the units would not be truly 
porl able. 

The procurement committee regrouped and after extended 
discussion decided to amend the solicitation and request offers 
on an FOB vessel basis. This approach set aside the problems 
related to ocean shipping and considered only the cost of the
 
commodities. The GOB was able to negotiate a freight rate with 
the llylur Shipping Lines which was approximately 50% below the 
rate quoted in tne offers. In the absence of an SER/COM waiver 
of Code 941 flag vessels, Hybur was not eligible for A.I.D. 
financing. The GOB decided to use ttybur Shipping Lines and pay 
Ihe freign costs using their own funds.
 

As ,he housing unt s offered by one Modular Complex Company 
were considered inappropriate and too costly to erect, only
HIanet International and Poria-Kamp were requested to modify
their offers. Both lanel International and Porta-Kamp were 
requested o offer 6.5 KVA generators in their amended offer. 

As reflected in the following analysis of Vne responses to the 
amended solicitation, Porta-Kamp replaced Hanet International 
as !ne iowesl offerer. 
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ANALYSIS OF PORTABLE HOUSING OFFERS
 
(In U.S. Dotiars)
 

AMENDED
 

HANET PORTA-KAMP
 

4 only t[wo-bedroom omes complete
 
wl'n appliances, furnisnings and
 
6.5 KVA generators $145,928 $122,512
 

ilndnl freign , and handling 
 675 4,365
 

6.5 KVA generators each 
 2,098 1,829
 

2 only ses of nousenoid furnisnings 21,599 18,056
 

$170,300 $146,762
 

-) Iellet n Co." of, 10-20' containers est Ima ted a'
 
$[ ,000 per coril a.1ller, or $10,000.
 

In addl'ion to offering Ihe lowest- price, Porta-Kamp units are
I rily port'ahle, mountrc-I on steel skids and require a level area 
of a few snori piers to rest tne skids on. rne uni ts were not 
moved tbut- for reasons otrler I han tnei r poten',ia I portabi lily,
Port a -Kamp's snipping metnod resulted in furvtier cost saving.
Unils are slinpped wit'n two of tile Itiree modules, whicI make up

a unit, knocked down. Tne Third inodule becomes a snipping
conlainer for in-e furnliture and otlher items sucn as tlhe extra 
sel of appliances and generators. No other sliipping containers 
are requ i red. 'Fe resui I is free freigllt for these extra 
C0)ll11iod I I es, 

Cons I(ler ing Ine above, tne GOB requesl ed that ney be 
aui nor ized to make Ihe award to Porta-Kamp ratner tian Hanet 
itWerrial ona I . Every aspect of tis procurement was in fulu I 

coml I iance withn appropri ate A. I.D. Project procurement 
regil I t !onis. 

'hle judgmen of tne Aud iors is lhat any sole source on
 
1011 -CO.o i 
 I 1 ye procu remen, is iminierent ly questionable. Tne 
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Mission concurs witn the concept that under normal 
circumstances formal competitve procurement is desirable and
 
where appl Icahle was used to procure project commodities.
 
Nonet eless, tollowing Handbook provisions for waiver of tnis
 
reoui rement conforms to tie AII)PR to the same degree as does
 
st rict adherence to formal comnpetlitive procurement provision. 
Waiver prov i., where were toions, requi red, followed tne letter. 

On page 20 pa ragrapn 2, Ine Draft Report rather harsqIty 
suggest s i! taIi. e relationiship witIl Por!,a-Kainp was "less than 
arm's length." 1t uses as an example a November .984 
"delivery" y Por:a-Kamnp of over $2,000 in tools. The report
 
[aills 0, note noaV the "delivery" was )ased on an Operating

El)xpense (O) -funded purchase order. 
 The face of toe invoice,
 
upon wici 1 example based, thal order
i he is indicates the was
 
verioally placed. 
 The second page of I nc Invoice clearly states
 
Ina, "',nis is a proforma invoice'". While the proforma invoice
 
was 
 prpa re(d as a resut of a telephone call, the "A.I.D.
 
Pumrclase Order" 
 was prepa red based ont Ie proforma invoice.
 
T s eL procurement was for I ools that were specific to tfle
 
erec ion ot the Mission office builditg. Tue need to

' dcco Il'ra , procurement was urgei Iin that tie Porta-Kamp 
engineer, who diroC'i rig erect iOn fwas Vthe toe office 
)uil di ng, Was in Count ry. Te Porta-Kamp cont ract provided for 

a specifi c Iinult)e,"r of days of engineering services. An 
excessive delay in ihe avai labi l i y of tie required tools would 
hove resulted 1i an ext ension of -tne engineer's line beyond the 

ine provided under the contract. A four-day extension would 
have result ed in costs to the Mi ss ion in excess of the value of 
kie .o Ie . TIhis procurement iII no way violated normal 
op ra ing procedures. 

The s'aiement in the tnird paragraph page 20 of Drafton the 
Repor' is simply not true. Wh. le there were some OE-funded 
purchase orders which may nave resulted in costs higher than 
pu l isued by GSA, there is no way to sub)stant i ate the claim 
,na' AID/Belize paid $702.00 each for fifty-four 12,000 BTU air 
coidliloners . The iajority of air conditiolners shown were 
purchased by ile GOB as part of a housing package arid not as 
ind ividual ui s. Prices qioted by tie suppliers were for 
,wo-hed room homes wnlch incl uided air Conlditioners as well as 
other ho'Jsehold turish igs. Triroughi this method of 
procuiremient,, I tie overar I l cost to !he Project was reduced. Six 
PSC conlractors and theie familIies werie living in hotels at a 
considerably hiigher cost to the project. The ability to 
(el iver tie house, tie householl furnisl i ugs and appl iances as 
a package wiV liri a very short period of: t-imne and move the 
fan Ilies outl of e liotel ito cliiC,l0111 ng homes would, in only 
a few days, offsel any excess cost. 
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E. Roads Project - Spare Parts Procurement
 

Cnarl t snows the. spare l)arts procurement identified 
by theAudi ors as faiulty. I represents 0.7 percent of the total

off-shore procuirement related to 
the Mission project portfolio

and only one ti rd oin tie ot al of Roads Project parts
pr)curement. "Tepoint 
here is that V is 
0.7 percent sampling
is vxVrapolaed 
to condemin a [1 of the Mission/Host Government 
p rocirewm ii ac! Ions.5 

,any of in poinls raised in the Auditors' critique of tiis
l)t-t2'5 p rocujremltent flagged the need 10 
Iti iate correct 1yeawion, Wh I itIe Mission has since taken. Procurement is nowbhack on !rack, biut I( slhouin d he pointed out that even tihe
 
ex peris can somenimies he wrong. 
 Tne Auditors pointed 
out that
in, Mlissi on 
was in error requesting 
U.S. flag vessels. It is a
mta! !r of record that more thtan 90 percent of the ocean freigit

financel tunder the Roads 
Project was carried on 
U.S. flag
 
ve se ls.
 

F. Roa(1s - IPSC Contracting 

Tot'- sc tion or 
ie Draft Report is not specifically critical

of I ColI raciC g proces'; as a procurement act ion hut of the
 
Ia, Io 11 tor ns' o Ii 
 e PSC ro Ie as opposed to an
111-,iI, i 1 1, 1 I I ,k1,k I L I[ailtSi hil i s no dioc uu ii l a t i l-
i rs.s (' I 0 i eil oCII"Iols) S( s I)oociiiet al ionnsuiip(irl ing I Iis concpi ;s conlained iii the Project Paper wh ich 
wa s readi 1 1' IV.i tale Iv Il e Audiors. 

Conluliis ins ,lrawn with i egard to I he fiunct 1onlrig of the PSC
project team d() not accurately port ray the facts. They do

reflec! a concIusion that 
 the Auditors discussed the issues
 
w iIll )iased tfl)()rl, e rs.
 

The D)raf Repor, indicales that Ihe Office of Agricultural

Developmen (AI) 
 did(lnot monitor 
Vnie PSC team. 'hiis
assimption is incorrect since 
tne ADO was staffed by an
iliiibil)eit Agriculiiural Developient 
Officer prior to 
the arrival
of ie PS( conl ract teain. The ADO was desigiated responsinle

for the Roads Projec hy official Mission Order 
 and exercised 
tna, responsibility. 

It is not tie Mission's intenil to por ray a Roads Project teanf ti 1 on ing w iht I it ary precision. At tIe same lime, fewtinst uitional contracts with A & E firms, irrespective of now
impeccal)le tlheir repul at ion, are carried out w iI oValpersoinel harimony or achieve the object ives in Iheir Scopes of
Work hi thoul problems or s ignifICalt Cost over-run. A review
of ine Roads Project performance by qualified outside 
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coIsu 1' an! s notI ed tne accompti SlimenIt of the Veam as totally
s.V' Isfactory during the f Irst half of project imp[ ementation.
 
Worldwile, A. 1. ). s experi ence in using PSC teams on road
 
1)rojec, s is very good. A I1.D. 's ve ry I)os il ve expert ence in
 
Af-i ca w) n the Roals Project PSC team was the has .s for tuil s
 
lllode of colli riaC n 1 11 Bio, I I Ze.
 

The LAC Co Ie[ Lrig fneer, respons 11)e for conceptua liz ing tne
 
Roads Pro ject , In a let er received June 16, L987 responded to
 ne ques! ton wriy tIte PSC cont'ractling inode was chosen 

"Tie PSC litoIld was selectred because: 

"A. IVe nad located a crew who had worked in Ethiopia, 
Tanzania and Zaire, arld nad done effective work for A.I.D. 
I i a iI titree Count r tes. 

"B. As PSCs A. I. D. could contract for tnem at their base 
salary raIe; while a ft rm would have charged the base 
salary tIes a mutl' pl er of 2.5 to 3. A. I.D. got their 
services for tIhirly to forty percent of the cont ract price 
of a constlit anlt fi rm. 

'['tie re maining life of the ctirrent Roads Project is short. rne 
Mission is in the process of de.igning a continuing effort to 
develop Belize's secondary road system. Audit recommendations 
2-(B) and (C) will be addressed in the design. 

G. Roads Project - Procurement Planning 

Te Draft Report asserts Ilnat Ilhere was a lack of procurementi 
p a truIg on ilte part of the Mission relative to the trridge 
componert of thv Project. rnis is not correct nor is the 
Audt ors' tectinical analysis of the Inherent requirement for 
bridge abutments. [he problem rela'ive to bridge erection in 
Belize is not directly related to eilther planning or +,iie 
echnica I aspect of tie consIructi ion of ordge anutlments. Tne 

real proiltem lies in Ilie snifling of oridge priorities which 
have resull ed from a cliange in i he Government of Belize. 

Plauntng for all aspects ot the b~ridge portion of tne Project 
was carried oW Ii (let al wi tO ti',he 'le nllCUMllent Minister of 
Works. After tne bri Ige procurement was ini iated, blut Detoret 
,the 0 ridges arrived in Belize, a new Governmetl was electerl in 
lec elitbe r 198,1 . Prtori i es of tIe new (overlmen do lot 
paral Iel ', ose of the forilefr (ove .rnme i', 

Tie illvolVellllve of BellZe,,It O[-icial s Ili tie planrintig of htils 
Project was inlense hotln oe[fore and aflter 1hte signntg of thne 
Project Agreement Ii 1983. n'le l rst and most, serious planning 
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in notion prior to moving the first yard of[ifor, was set 

for !le
 

related to estanlisning criteria 

Vrn. Tnis task 	 tne 

to be rebut It anil bridges erected under 
elenct lon of roads 
is the

rojec. An inescapahle element in this process 
Government officialIs. Nonetneless, the 

Oilical pressur. on 
were objec lye and selection was base(d Oil 

ri teria es, awli s-,ed 
and social concerns.economicpo tn r.ank rig spi it! SO/50 on 

of not only thep 	
-deptlh ivolvemnthis process reqil red an i 

Natural Resourcesthe Ministry of
ttrit ry ot: Works, ntiu also 

Mi ni siry of Home Affairs. A
 
agr iculkore includ ed) and !ihe 

from these 
-ifee of representai VeS 

ii g o COIilm coiiiposedjevl c 
by a lission staLff memller was formed. The 

lHiiS! rt'es headed 
oasis ove r a- ln e-llOltrn period 

,e ed on a da ily.io0 min' opera 
lnese 

!val na ig roads 	 anid placerne t of bridges agains { 

dist rict ohf Bel Ize.. 'Thie interest and 
r r er a in each 

acted Iike a magnet in attract ring GOB 
)O1l'e tcat overi ones 

in !te Roads Project.inv()lventer 

the 1984 election, 
tne Government inTie 

reri 
',ransl. 

r"d once 
ion 

agaill 
in Gov, 

.ery 
nment 

deep 
fol 

involvement 
low ig 

of 
newprocess whlich brouglt the

Pr'ojecl The e.duicat ionRoads ,e 
Ile Roads ne "rIIIs and cond I tions of 

-r ' o acc 	 thi 1(;ov 	
prev i"on " Go vi iiiv' mI w;I , :anrid 

Pr jo,' Ag i vieii " glieti I)y ni 
o work 1 e 

reIvma ils lierise The M [ssion cinti inues wiln 
objectives out lined 

Governinilt to achieVe the 
current y elected 

as well as design foilow-on project 
tu ie Roads l''n PaprerProject 

i ni January 1988.ac" iat es sclhe(lled to St.art 

It. AI)MINIS'RAI'IVi PROCURFEMENT -- PORTA-KAMP OFFICE BUILDING 

a
 
Tre I)raf + Report crit icizes AID/Betize's procurement of 

"Itbuiling in September 1984 by stating:
prefabricated of 	fice 

the best price for 
not ne det ermined if AID/Belize paidcould 

was no evidence tnatbecause therethe prefanricated si ructure 
t ive oidshad oeen advertised and compel

Ili procuiremienit
r'+e (-- I v"v (I. 1, 

nave disclosed
wi i'i Ithe A. I.1). Rep resental iVe would

Di sci.ssions 

In. a a Non -Compel it',pi ye Re view Board mad convened on August 30,
 

1984 for t ne "purpose of reviewing I ne procurement of a
 

The committee was
 e o f .ice,buildinrg."pr._manufactured/portabh 
I lie Ag rtcu 1u re o f Iine A. I. I). R-presentat iye ,cop()osed(I 


arid tie Reg ional Lega l 
r 

The resil' irg "Non-Compeit liv( Procuremielnt Waiver"iDeve Il)pmetl Off ic (si rice ret i red) , 

Advisor. 

read in pal •
 

",. iC OP nli ng ii early 1983, iie Mi ssi)n1 has teeli housed 
four-lfold during

i 1lie EI aSSY. Ilibhis-y has expandedQ The 

madie to


lie past e ighteei months. iftorts have boen 
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accommodate tile: 
 rapid expansion by erect lug partitions and
 
converling hIal[ways, 
closets, attics and bathrooms into
 
office space. Kliirough tis process, aIll potentia. space

which nignt be used for offices has been depleved. IJSAID
 
muISt IoC;i e Sl 1cat I o1:ice space out side W Embassy.
 

'14111 te assi n anc of tie Emiassy Administr ative Officer 
and "e recently arrived A.I.D. FSN-GSO, an exhaustive
 
soircll has b;on conducted for suitable off ices 
in Belize.
 
No sutl able space is ava i lablIe. Local property owners
 
lidave offered ,o hi i Id a conven! lornal office Di i Iding if 
JsAI] wilIIIo agree a mllnimium of a five-year lease. Tnis 
is io a workanIe solut ion, as construiction wold require
Lr()re !lian a year. [In addition, ie Embassy and A.I.D. 
will be ret Ioca! Inl ini the new capi at, Belmopan Witlin the 
nex! Ilrev or Fouir years. 

''As be only pra& icat sotl tlon o th is problemifl, the 
Mi.ss ion has elected ,o procure a prefabricated structuire
 
for an of fi ce bui lding. Tne structure will be totall y
porable, as wel IIas the conicrete slab on which it is to 
be erect ed. lnis p)oriaNl ti y will allow tie building to 
he moved . ) e IllOpmopa when a pp ro riate. 

'USAI)I lIze his assist ed I e Governinent of Belize (GOB)
in I iIe collpet I , ive p rocurement of prefa13r Ical ed housing 
for p)roject expa'i rlta e personnel on boi, of the recently 
implemented agricrlultira I p ro)jects. lorta-Kamp 
%,iiFiacl ri g Company of Houston, Texas has been a 
successful bidder on all housing suppl ies to date. Their
offering of p r,.[,ahric; t ed hulli ng delivered to Belize was 
!he lowest o a il otf icrs. Oin a receiit visit to Belize in 
connect ion WIth tie erect lorns of A. I.]).-financed project
holusing, Port a-K amp presented A.I.D. withi an insoLicited 
proposal for a prefabricated office building which 
provides a number of. advant ages: 

I. The pr ice offered is only a Fract ton of tile cost of 
coUs( iruc, ig a convent onl buil I ding local teri als,wilt lla 

2. Ine prefa)ricat ed buoilding will bie eriergy efficient 
wilcn, given the higil cost of elect rical power in1 BeliZe, 
wi I resutIS in s lgii ifica "ntsavings. 

3. The buil din g is l)0o11di)ie, whitch wilt allow it to be 
d i snant Ied and moved o lBe lmopani when appropr iat e. 

4. Tihe hi idin can he ready for occupancy witin 60 days 
after a firlm ordeler is pl aced for p rocuirenent, whici will 
provide the reqiisi lt of fiCe sa1)dce in a timely manner.'' 
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- Pora-Kanp Wa relouse 

Tne 1)rat, Report questions the September, 1984 non-compet-itive
proculirelen! o1 a warehouse bype:rformance record of 

sl at ing that '"the past excellentPorta-Kamp plus 
a Mission desire 
to

obl lia e av a ilable fun(Is I Se.pt ember 30, 1984 were the 
jus" Uican ions for non-compel i ive procuremenl'' 

Te '-ission agreL-s fundiog av;ailab ility was a consL deration in
acceiera' i rig !he procurement process. However, tne decision 
to
op! for lion -co)p1t| ift I pproclreient was 
based upon sound
lilnoss - IIke rational e as is evi enercr in
ed t1e September It,

198: jtus" ilica ion wtich read:
 

"The tISAII) look delivery of 
a Knockdown prefabricated.
otfi c buil di ng froim Porta-Kamp early 
last November,

198.1. 'en e rec'r ion and asselml)y of wastwe ] i Iding

coplet el to sa
our slac"ion about 
the second week of
December, 1984, 
under the above siiperviston of 
a
Porta-Kdalp engineer. 
 Upon cohimple" ,on of inlie building, we
loun] 'na; aiou, 1,400 sq. ft. (60 pieces) of srieet rockwalls or sidings arid several pieces of vinyl battens were
left behi1nd 
by the company at no additional cost to the
Missi on. P is estimated Inat !he landed cost of tnese
 
Weq 0 e $S,000.00. 

"['ne s coul, good ii-,w,li i p t lo the 2,400 -,q. It. ofSlot!" ro k Wall s or sidi ngs and tie viniyl hal lens.
 
Therefore, it is advantlageous 
to !he U.S. Government to
 
p rocuiire I iirouign Porta-Kamp. 

''We wi Ii nave uniformity in tne make of te building and
make possible the interchangeablity of 
building parts 
as
 necessary in public
the interest in accordance with 
IB 23;
 

"Arr ange for tne services of the same Porva-kamp engineer
to supervise 
thbe speedy erection and assemly of 
the
 
warehiouSe ndlrg,
hi i anrd
 

"A second structure of kind
this erected on such a very
short tile I
wi certainly creal e another 
impact on the
Belizean business coimllmlunity of Ihe fine example of
American teclnology and could lead to further export 
sales 
ny U.S. 1ndustry." 

Tihe i ss ion discussed I iie proposed procurement of

bricated warehouse l)iidinrg ii Belize 

a
 pre 
3207 dated Sept ember

16, 1983. 1nis t elegram read, in par : 

http:S,000.00
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"I. According to guidance on standard office space, 
A.I.D.-IIB 23, 
Chapter 5, USAID/Belize needs 
a space of

5,400 sq. ft. to accommodate approved staff. 
 This 
includes space 
for staff, conference room, maliroom,

recepli on area, Ilibrary, office for TDYers and office for 
conl raclors whose offices 
are located outside 
tre Mission
out balty need space support while in the Mission.
Addi ional space will be needed since our program has nowreached nhe 
 impl euenl atioll stage and we are expecting

elgn ad li~o rinal contractors 
wno wilt need some sort of 
office support as well. 

"2. In 1984, USAID/Belize purchased a prefabricated

office building from Porta-Kamp, Texas. 
 Tnis building hasIeen divided into parts:
two 3,550 sq. 
ft. net for office
 
space aid 700 sq. ft. 
 net as a warehouse.
 

"3. USAII)/Belize requests AID/W approval of the purchase 
of a prefabricated steel and aluminum building 
to be used
 as a warehouse. THis will free up the 700 sq. ft. of
existing warehouse space cited Para 2, and we willrelocate one GSO staff and maintenance contractor 
personnel to the new 
warehouse building. Converting the

existing warehouse to offices will 
give us 4,2S0 sq. ft.

of off ice space. The situat Ion l
Wt remain somewhat 
cramped, out it Wi i he better than the current one. 

"4. IJSAID/Belize has a long-term lease with the 
Sisters

of Mercy for a large Jot wnere the office building has now
been erected, plus spacious parkinga space adjacent toInc office. We suggest erecting toe warehouse on the samelot. Size is 70 ft. x 35 ft., or 2,450 sq. ft. The costof building is CIF Belize Dols 
24,967, plus additional
 
local cost estimated at 
Dols 20,000, a total
for cost of 
Dols 45,000. 

"5. The proposed warenouse will be very convenient, 
secure and can be rapidly provided with 
water, electricity
and telephone connections. In addition, USAID/B has
material worth Dols 5,000 left 

some 
from the previously erected


prefahricated office building which wilt 
ne used in 
cons, rucling the warenouse. 

"6. On 8/30/85, AII)/W Increased the Mission OE 1985 level
by Dols 67,000. In compliance with LAC Bureau guidance on
o) ligating FY 85 funds by 9/2S, your early approval would

)e very mucn alpprecialed. Unless near
we from you by
9/24/85, USAII)/B will 
proceed w tn procurement."
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AID/W responded in State 
288479 approving the procurement of 
a
prefabricated snelter with 
the "underst3nding that 
tne

prefabricated snelter 
is to be used in Belize City as a
 temporary shelter and will 
he moved to the new capital at
Belmopan where 
tne New Cnancery will ne constructed in FY-88."
 

AID/Belize had planned to finance 
the warehouse cost in
FY-1986. However, 
the Bureau contacted the Mission in late FY85 to ask wielher there were some valid bona fide purposes

wniclh could 
utlilze additional available O.E. 
funds. The
Mission aIvised 
it had decided to go the non-competitive route

lo oriy a warehouse, and 
tlat the procurement could be
accelerated 
to take effect 
in FY 1985. This formed the basis
 
for increasinog 
the Mi SSion allotment.
 

The A.I.D. Representative and 
other Mission staff would have
 neen pleased to 
share the information cited 
in the referred

,elegrams and telephone call 
had the Audit Team orought their
 
Co ncernus to his a t tent iton.
 

I. Conl I US ion
 

AID/Belize does adhere 
to A.I.D. procurement rules. In 
each of
!he cases referred to in the Draft Report, appropriate waiver
prouvdures were invoked lor what tie Mi ssion (or AID/W 
in toe

,)ala. l.11 1r",if, an')l l I I .1 I J C lsiii o rvd In hi' good alnidsuil rear sons at the t ime the waiver dUtIOrily was invoked. 

AID,/Belize is crit icized For i nclui ng in t he spare partsprocurelmlent 
cont ract reqi Irement s for suppliers to snip aboard

U.S. flag vessels. Tois 
was done, even 
though the Mission
lechnically could have utilized a blanket waiver permitting

snipmenv of goods and payment of freight charges on foreign

flag carriers. The reason was that, in fact, at ine time of
snipmeni, One Mission Decame aware 
that U.S. flag vessels were

oflering freighit services to Belize. Under these
circumstances, AID/Belize felt justified in not adhering to the
waivers. Addiionalty, !he Project Paper waiver 
required
A.I.I). t o periodiacally assess shi pping flag availability. The
Missin is commi ted Vo supporting 
U.S. flag snipping whenever
possihle. In 
fact, 90 prcent of 
the ocean freight finanued
under th( Roads Projec! was snipped on U.S. flag vessels. 

Use of PS's [or projec! c hnncal assist ance was foreseen,
discussed and approved 
in Ine Project Paper. 
 The Missionslio)i d io le crl Ici zed for adlrering t o the Project Paper.Indeed, one reason for i ie ira ! ial dela y in Project start-upwas AI[)/W an"h MiSSion irststlence on fully competed personal

services contracts 
ratner than ul I ization of a lessercompetl1iv ye form of 
procurement. AID/Bel ize takes 
exception to
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unsupported inference/opinion 
on page I stating that
"AID/Belize's associanion with 
Porta-Kamp also influenced
project procurement". 
 The Mission feeIs 
the choice of words
highly inappropriate. 
The Draft Report indicates that, with
regard to office 
building 
and warehouse, non-competitive

procedures 
were used. Tlese proce[dures were invoked by the
Mi ssion in 
 accordance witn applicable regulations and 
the
Mission rolied on an 
A.I.D. Cont racting Officer in Honduras to
finalize ito contracts, including the price. AID/Beltize

recognizes the need to 
achieve competition in all

A.I. U.-financed 
contract 
awards; however, when the
circumsances require, the Mission 
mlUSt occasionally 
use
ion-competitvye modes which are fully sanctioned within
 
exi ' i lg 
cont racting procedures. 

AII)/Belize 
nas botfl complied with procurement rules and sought
to compete all conitracts to 
tie extent feasible. Situations doarise whien competition must defer to compelling circumstances.

Tnis is especially !rue in an overseas setting.
 

Tie Porla-Kamp housing procurement 
was achieved in accordance
wtn A.I.D. HB IL, Chapter 3 host country contracting
procedures. 
 Although formal advertising was waived, the
conl ract opportunity was conducted using HB It, Chapter 3 -Informal Procuremeat Standards. 
 The GOB selected tWe offer
whici was cons dered to be most advantageous. 
 Had a better
of fer tlan Poria-Kamp been recei
ived, the GOB would have taken
advantage of tnis opportunity. Thus, the 
inference that one
 
procurenent influenced another 
is unwarranted.
 

It is unclear why 
the Draft Report has included the three
excerpts on page 19; 
however, they conclusively show that 
the
Mission carried out its responsibility in moniloring proposed
awards by 
a hos! country to assure that 
an award decisicn is
supportable. AID/Belize can 
only assume from 
the excerpts that
the Mission is exercising its monitoring role conscientiously.
Hence t1he use of term 
"arm's length" on 
page 20 is unnecessary
and, at least, provocative. 

The reason for utilizing 
host country procurement 
of the Roads
Project living quarters was to receive 
a fully furnished and
equipped housing unit, 
ready to go. 
 The RFP's were prepared in
thul., manner since, as recognized support 
for the use of
informal competitive procedures, 
the housing units 
were needed
 as soon as possible to coincide WIth urgent , in-country lousing
needs of project technical personnel. 

The )raft Report, in this regard, can only be read as requiringeach and every item of home furnishings to procured
oe

separately, a procedure whiclh 
wou(d nave 
been totally
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incompatinle witn 
effective, immediat-e 
use of needed housing.
lhese represent 
reasonable, conscientious Mission decisions
implement to
a project effectively and 
wit hout delay. In snort,tle basic requiremients for procurement 
were reasonaoly framed
and caicuLaled to acieve maximum neneficial impact for the 
Project.
 

Fi na I y, Tne I) r.l Report states that A. I.D. procur ement
procedures 
were 
not used by AID/Belize. 
 In every case
 

colli rac Ingi pici dtdur:s or host Collll ry CO l 'aCt IngSimriply procedures.hecause waivers or inforial procedures, as provided forin tihe reguilal ,ons, were deemed necessary in 
tne best interest,I f)rojec! Iilpl 'Hlen ta ion does not mean lialprocdures" were "'procurement

-
not used. Waivers are a recognized option
those procedures. inTne Mission stands 
by the procurement
decisions made and 
finds 
the conclusion 
that payments for
comodities occurred 
at 
"excessive prices" totally unsupported.
 

3. AID/BELIZE INVENTORY CONTROLS
 

Page 28 of the Draft Report states, "Due to inadequate internalconirols, AID/Belize's non-expendable and expendable property
was 
not being safeguarded from waste 
and abuse." AID/Belize
considers 
this statement to be inappropriate. The Mission does
no! know of 
any waste and 
abuse of expendable and/or
non-expendable property. 
 A physical inventory of expendable
and non-expendarhle property was 
recently completed. The
inventory of non-expendahle property 
included Mission-owned and
project-funded properly 
in the custody of the Mission. All
non-expendabile 
items 
were accounted 
for and necessary

adjusisments 
were 
made to location cards.
 

The Draft 
Report recommends 
One Mission "provide written
guidance 
on the establishment 
and implementation of 
internal
con"irol procedures to safeguard AID/Belize's expendable and
non-expendable properly." 
 AID/Belize agrees 
there existed a
need for clear guidelines and 
tighter controls. This 
issue,
however, has 
been addressed already. 
 The Mission's May 20,
1987 response to the RAF 
reads in part, 
"USAII) has prepared
written guidance effective May 19 
and 

'987 outlining proceduresinte rnal conirol requirements governing expendable and
non-explendahle 
property. 
 Included 
are project-funded

Government 
of 
Belize-owned non-expendable properly 
in te
cus ody of USAII)." Tnis wentresponse 
 on furliuer lo say "a
separate IJSAID 
Order No. S28.1 ti led RequisilioningSuppiis/Equlpmen!/Servlces 
was issued February 27, 
1987."
 

The Mi ssi on believes 
it has complied w Iln 
 Recommnenda-ion No.
(a) of ioi 3, aft Repor! and 
asks RIG/A/T to consider clearing
the Recomrlendat ion.
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Section Three of the Draft Report 
is critical of the Mission
 
for not using the MOW equipment management system in the
 
storage and issuance of the Caterpillar and Ford spare parts

procured under the Roads Project. Instead, the Mission is
 
utilizing the facilities of the local Caterpillar dealer
 
(CEMCOL). USAID/Belize agrees that the of private
use a 

organization to handle spare part control 
and issuance was not
 
the ideal situation. Nevertheless, it was effective.
 

A strong influence in the decision not to 
use MOW facilities to
 
store and issue spare parts 
was the since-retired LAC Chief
 
Engineer who designed the Project. By letter of June 2, 1987,

the Mission requested his comments on 
various sections of the
 
RAFs. The retired LAC Chief 
Engineer answered by letter of
 
June 16, 1987 stating,
 

"As far as 
I know the spare parts inventory system was
 
never a target for improvement tinder the Project. The
 
Central Shop was chaos. The World Bank had 
a project to
 
improve tne Central Shop, however, it was poorly designed

and prospects for significant improvement appeared poor.
 

"The local Caterpillar 
tractor dealer had the capability

to stock the spares for A.I.D. The cost of the spares was
 
to have been maximum Contractor discounted with free
 
stocking. This seemed to be the only 
sure way of having
 
spare pat ts available. The Project was to 'build rural
 
roads', and you need spares to get that done."
 

Finally, a Project evaluation study issued in January 1986
 
discussed the 
spare par.s arrangement and stated
 

"Tne only alternative to this was to have the Project 
rent
 
a warehouse, build storage bins, 
have a staff to disperse

the parts, do the necessary accounting and reporting, and
 
guard tne facility. This was felt to 
be a more costly

procedure and the Project Evaluation Team (PET) is in
 
agreement with the method now 
in place. The PET feels
 
that CEMCOL maintains adequate control of both the
 
commingled and segregated spare parts."
 

A common measure of spare part effectiveness is the extent
 
heavy equipment is deadiLined for lengthy periods of time. 
 In
 
the case of the Roads Project, all heavy duty equipment (i.e.,

tractors, graders, loaders, dump trucks, 
tanker trucks, etc.)

is presently operational. Equally significant is the fact
 
there has 
not been any heavy duty equipment deadlined during

the more than three years of 
Project operation, due to lack of
 
spare parts. AID/Belize knows from experience deadlined
 
equipment is a major problem in many similar type

A.I.D. -financed construction projects in other countries.
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To specifically illustrate the situation in'Belize, 
the Mission
quotes from a June 1987 "Central American Regional

Transportation Study" prepared by 
Parsons Brinckerhotf
 
International, Inc., New York:
 

"Responsibility for 
the maintenance and repair of roads 
in

Belize is the responsibility of 
the Ministry of Works
(MOW). To perform this 
task the MOW maintains a small

fleet of construction equipment 
and operates a workshop in
Belmopan. 
 As was found throughout the region, the road

equipment was for 
the most- partl inoperable, due in large
part to the deficiencies of the workshop. No process

existed for 
the rapid procurement 
of spare parts, workshop
facilities and tools were 
inadequate for the 
functions of

repair and maintenance of heavy equipment, and
shortcomings of management hampered the 

the
 
introduction of
 

any serious improvements. 
 Until recently it could not be
claimed tiat 
any practical road maintenance was being
 
carried out."
 

Notwithstanding the satisfactory performance of 
CEMCOL, the
Mission agrees spare parts should be 
t' 'nsferred to the MOW
warehouse 
in Belmopan. AID/Belize is the process of

developing Stage 
II of the Project and 
4ith it a stronger
emphasis on administrative training versus a first stage

empnasis on 
Project initiation, implementation and on-the-job
construction training. 
 Accordingly, the Mission 
concurs fully
wittn all elements of Recommendation Nos. 
3-b, c, and d.
Implementation of 
these Recommendations will 
take about six
months. As stated 
in Recommendation No. 
3-d, the Mission will
nave to assure itself of 
MOW physical capabilities, as well as
 arrange for necessary training 
in inventory and commodity
control procedures. In tne interiml, the Mission and MOW wil
 
continue tneir arrangement- witn CEMCOL to 
handle
Project-financed spare parts until such time 
as the transfer to
 
Belmopan is effected.
 

The Draft Report questions the relationship between the MOW,
CEMCOL and the Mission. Page 33 of 
tne Draft Report reads in
part, "...no legal contractual agreement- existed between
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CEMCOL, tne MOW arid 
AID/Belize. 
Some sort 6f consignment
contract stipulating legal ownership, rights, and 
recourse 
over
the 	inventory in case of inappropriate :ale, 
unauthorized

disposition, or pilferage of 
inventory would have been
appropriate under the circumstances." 
 This statement is only
partially correct. 
 By letter of September 18, 1984 CEMCOL

agreed 1o provide a range of services regarding

project-financed spare parts. 
 The 	letter reads as follows:
 

"As 	an addendum to our quote for 
the 	supply of an initial
inventory of Caterpillar spare parts, 
we would like

offer the following services at no additional cost to 

to
 
you.
 

"11. 	 We will physically hold, 
in our warehouse, the total

stock, thus eliininit:ing the need 
for you to invest in
 
buildings and facilities.
 

"2. 	Our personnel will 
manage tne inventory to ensure
 
correct and constant control of the usage of 
the
parts. 
 This will eliminate the need 
for you to hire,

train and control personnel.
 

"3. Parts will be issued only to previously specified

members of 
your staff to eliminate 
loss of control.
 

"4. We will maintain full insurance coverage while the
 
parts are in our facilities, thus eliminating the

possibility of 
loss during tne project.
 

"5. 	Completely separate administrative control will be
kept of the inventory 
to allow constant availability

of information for 
your inspection.
 

"6. 	A regular listing of 
usage and other information will

be provided 
to you for your added control and 
informat ion. 

"7. 	Our own on-site inventory will be available to you

a duty-free rate 

at
 
to allow rapid delivery of items


which are held
not by yourselves. Listings of these
 
parts used will 
also accompany the normal 
lists to
give information on frequency of 
usage and additional
 
management cont rol.
 

"8. Addit ional stock purchased in the future will enjoythe same pricing system and services we are offering

now, Inus allowing for budgeting ease the
in future."
 

The 	above arrangement, 
which has worked well, covered the
Caterpillar spare parts 
($279,553). 
 CEMCOL is handling also
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Ford 
spare parts ($55,144) at 
no cost to either the MOW or
AID/Belize. The arrangment covering the Ford 
spare parts is
informal. Nevertheless, 
the results have been satisfactory.

The Mission and MOW plan 
to 
formalize present arrangements with
 
CEMCOL regarding the Ford 
spare parts.
 

Page 31 of the Draft 
Report claims $347,000 of Project-financed
spare parts were stored at the Caterpillar warehouse. 
 The
 
correct figure according to Mission's 
records is $334,697.
 

Page 31 of 
the Draft Report also states "at least $50,000 in
Project-financed spare 
parts was issued by CEMCOL to
unidentified or unauthorized personnel." 
 AID/Belize asked the
Auditors to send copies of 
applicable work papers, 
immediately
checked the allegation and found 
it nad no 
basis. The Mission
 agrees that several of the signatures on the 
issue slips were
not very legible. 
 However, AID/Belize determined all
questioned issuances had been approved by the Mission and
 
distributed to authorized personnel.
 

In addition to reviewing the $30,000 (actual figure was
$50,818.40) of 
spare part issuances questioned by the Audit
Team, the Mission lid 
a complete reconciliation of alt 
Project
financed spare parrs. 
 This exercise consisted of (a)
developing 
a master listing of all 
spare parts procured from
project inception, (b) comparing the 
master listing with
records maintained by CEMCOL, (c) reviewing each 
issue slip to
determine if it had prior Mission approval, 
and (d) examining

each 
issue slip to see if the issuance had been made to
authorized personnel. CEMCOL's records were found be
to

generally accurate and consistent with those of 
the Mission.
The Mission's written and, 
in certain instances, telephonic

approvals (so noted on the 
issue slips) supported issuances.
AID/Belize reviewed the 
issuances and concluded they 
had been

made to authorized personnel. 
 However, a need 
to have the
issue slips prepared more carefully was noted. In many cases
the writing was 
barely legible. In 
several instances, tie
writing was not 
strong enough 
to press through the original on
the copy earmarked for the Mission. 
Were necessary, the
original issue slips 
retained by CEMCOL were 
examined. In

other cases, the Mission noted 
erroneous descriptions and 
part
numbers on the 
issue slips. Thus, tnis reconciliation included
having to review original documentation as 
well as CENICOL card
controls. 
 Overall, CEMCOL inventory control procedures are
impressive. Standard 
inventory practices are 
in place and
montored by CEMCOL supervisory staff. The 
storage area is
 neat and appears secure.
 

Project-finajced Caterpillar spare parts 
are stored by CEMCOL
together with identical, out non-A.I.D.-financed, Caterpillar
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spare parts. The intermingling was due to an insufficient
 
number of bins. As June 30,
of 1987 Project-financed

Caterpillar spare parts stored at 
CEMCOL amounted to $159,256.

A physical inventory was not done due to the intermingling.

However, the Mission confirmed there were excess stocks for all

categories of Project-financed Caterpillar spare parts.
 

AID/Belize inventoried tne Project-financed Ford spare parts

being stored by CEMCOL. As of June 30, 1987 the value of the
 
Ford spare parts ;,as $35,012. A 100 percent check done.
was 

Some discrepancies caused by parts 
not being placed in proper

bins were found. These differences nave been reconciled and
 
all items located.
 

A complete inventory of all Project-financed spare parts will
 
be done prior to 
the planned transfer to the MOW warehouse in
 
Be lmopan.
 

Page 33 of the Drdft Report, refers to a USAID/Honduras
Financial Analyst's report of 
March 27, 1985 which recommended
 
various corrective actions with respect 
to CEMCOL inventory

controls. The Draft Report states "as of March 20, 
1987 the

date of our review of the inventory, the necessary corrections

had not taken p~ace." This statement is not true. 

Tie following corrective actions were taken:
 

CEMCOL reviewed in April 1985 differences between Actual
 
and Kardex count and 
effected necessary adjustments.
 

CEMCOL has increased its inventory controls.
 

The nine batteries sent to the branch facility at Corozal
 
have been returned in April 1985 to CEMCOL warehouse in
 
Be I i ze. 

A check in the amount of US$840.62 representing a pricing
 
error was paid to USAID on May 13, 1985.
 

The Mission developed in April 1985 a more detailed form
 
for distribution of spare parts.
 

The Mii.sion did periodic spot 
checks of CEMCOL's inventory
 
coni rols. 

Page 33 of the Draft Report stated "...the private firm's chief 
stock clerk staied that no one from AID/Belize reviewed the
firm's Inventory control 
system prior to delivery of the MOW's
 
spare parts to the firm's warehouse, and that AID/Belize
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personnel performed no physical inventory counts of the spare

parts inventory as 
recommended by the USAID/Honduras Financial

Analyst Team." 

AID/Belize contacted CEMCOL personnel regarding the above
 
statement. The President 
of Belize CEMCOL Limited took
exception with the Auditors' presentation and advised by letter
 
of July 6, 1987:
 

"TO WHOM IT MAY CONCERN
 

REF: U.S.A.I.D. AUDIT REPORT (DRAFT)
 
PAGES 31 THROUGH 34 AS SHOWN TO ME
 

The following are my comments:
 

1. Spot checks were made at 
least twice monthly by Mr.
 
Alex Powers during life of tne project.
 

2. 
In addition, CEMCOL's Parts personnel performed spot
 
cnecks on a continuous basis. 

3. Statement that nobody reviewed the 
Inventory Control
 
System prior to parts delivery is false. The system

was reviewed, approved and adjusted to 
meet A.I.D.'s
requirements by Messrs. Jonathan Mellen and Alex
 
Powers, and the Washington Chief Engineer when the
 
final procurement listing was drafted." 

The Chief Stock Clerk referred to 
on page 33 of the DraftReport stated she had been quoted out of context in a letter 
dated July 15, 1987: 

"TO WHOM IT MAY CONCERN
 

"With reference to the statement in the USAID draft audit: 
report dated June 
12, 1987 that the private firm's
 
(Caterpillar CEMCOL) Chief Stock Clerk stated that 
no one
from AID/Belize reviewed the firm's inventory control
 
system prior to delivery of the Mini,,stry of Works spare

parts to the firm's warehouse and that AID/Belize
 
personnel performed no physical inventory counts of the
spare parts inventory as recommended by the USAID/Honduras

financial analyst this
team, statement 
is not correct.
 

"The facts are as follows: 

"i. Mr. Powers from USAID was 
present when the initial
 
shipment of Caterpillar repair parts was delivered to
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the Caterpillar warehouse facility and the procedure for
 
inventory control was reviewed prior to these parts being
 
received.
 

"2. In addition, Mr. Powers made periodic visits to the 
warehouse facility, at least twice a month, to receive
 
repair parts for project equipment and at the same
 
time checked on 
the USAID projec

the 
t's 

inventory of 
stock. 

the repair parts in 

"I 
I 

did not make the 
was misqujoted." 

statement listed above and I feel that 

Page 34 of the Draft Report reads in part: "...hundreds of
 
thousands of doitars in 
spare parts had riot been readily
 
accessible to the MOW for effective Project use." 
 AID/Belize
 
is not aware of the Project being hampered by the CEMCOL
 
arrangement. Two of the six MOW District Superintendents were
 
asked whether the CEMCOL arrangement had adversely affected
 
Project implementation. The MOW District Superintendent of
 
Corozal in a letter of July 13, 1987 stated: 

"The support and cooperation given by the USAID road 
project to the Ministry of Works Corozal in the supply of 
mechanical spares and tyres for the USAID equipment in use 
by the Corozal Section of this Ministry has been very 
sat isf actory. 

"Because of the Jimi'ed amount of funds allocated for 
spares by our Ministry, it becomes necessary at times to 
park some of our equipment in need of repairs, until 
spares could be obtained for same. 

"However with the spares we have been receiving from the 
USAID road uroject from time to time, we find we are able 
to have our equipment in a state of readiness much earlier 
than before. 

"This of course enables us to operate at peak maintenance
 
level and to keep abreast of our projected monthly road
 
maintenance program." 

The MOW District Superintendent of Dangriga in a letter of July
 
13, 1987 stated: "Your support with tyres and other spare

paris for the A.I.D. equipment attached to our section (i.e. 
Ford dump Truck, Pickup and CAT Grader) was exceptional. It is
 
because of 
this support that our equipment is fully operational
 
at: tnis time." 
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4. SHOP TOOLS AND SUPPLIES
 

The Draft Report is critical of the inventory controls
 
regarding tne Roads Project shop tools and supplies element.
 
In addition, tne Draft Report states "A responsible contractor
 
advised us that he believed that thirty percent of the shop

tools nad been diverted or had disappeared."
 

The Mission agrees that inventory controls were not ideal and
 
should have included more interim checks and balances.
 
Nevertneless, and as demonstrated by a just-completed physical
 
inventory, there was no widespread aouse. The following
 
paragrapns should help in resolving some of the Auditors'
 
concerns.
 

The shop tools and supplies arrived sporadically during the
 
period December 17, 1984 - June 23, 1985. Ali total 207 
boxes/crates of shop tools and supplies were received and
 
cleared customs intact. Customs clearance entailed ensuring

the number of boxes/cartons coincided with number cited on
 
respective Bills of Lading. After Customs clearance, the
 
boxes/crates were moved to the MOW Unallocated Stores
 
Warehouse. Such warehouse was used by the MOW to temporarily
 
store ,,lGtitled items awaiting onward distribution.
 

PSC Project technicians opened the 207 boxes/crates upon

arrival at the Unallocated Stores Warehouse to verify
 
contents. The verifications were the basis for completing the
 
receiving reports.
 

Ministry of Works (MOW) trucks transported the shop tools and
 
supplies from tne Unailocated Stores Warehouse located in
 
Belize City to the MOW Central Warehouse in Belmopan.
 
Distribution was made to the end-users in accordance with a
 
plan prepared by the MOW. The MOW plan generally followed the
 
AID/Belize proposed distribution plan of February It, 1985.
 
The final distribution plan was arrived at after a series of
 
meetings between MOW and senior PSC Project technicians. The
 
MOW transmitted on August 27, 1985 a copy of the final
 
distrihution to the Mission. Accompanying the August 27 letter
 
were issue slip receipts signed by each end-user.
 

The only shop tools and supplies not issued from the MOW
 
Central Warehouse in Belmopan were those issued from the
 
Unallocated Stores Warehouse in Belize City to the PSC Project

IecthnIcians. Tnese withdrawals were .n accordance with the
 
AID/Belize February It, 1985 proposal and the August 27, 1985
 
MOW response outlining actual distribution. It should be
 
noted, the PSC technicians withdrew tools and supplies under
 
the on-site supervision of the PSC Equipment Specialist. Each
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PSC technician was required to sign a receip't listing all tools
 
and supplies received. These receipts are on file in the
 
office of the PSC Chief-of-Party.
 

Page 36 of tfe Draft Report states, "There was no evidence that
 
the MOW approved the distribution plan to which the U.S.
 
Contractors were also included as individual recipients of shop

tools." As stated in the preceding paragraphs, there were a
 
series of meetings to discuss the distribution plan proposed by

the Mission. The final distribution plan as formulated and
 
implemented by the MOW agreed in principle with that of the
 
Mission and included the PSC technicians.
 

Te MOW letter of August 27, 1985 demonsirates clearly that the
 
MOW played a key role in administering and implementing the
 
Project. In other words, the MOW shared in much of the
 
decision making, contrary to what is implied throughout the
 
Draft Report.
 

Tne MOW Augus, 27, 1985 letter transmitting the final shop tool
 
and supplies di,;tribution listings plus issue slips reads as
 
fol Lows :
 

"Enclosed are the distribution lists and stores issue
 
voucners for the U.S.A.I.D. supplied Workshop tools.
 

"As discussed with you previously the tools were
 
distriouted in order of preference and necessity and
 
taking into account 1he district work programs.
 

"As you are probably aware it was my decision to limit the
 
district workshops to maintenance functions only and
 
perform major repairs and overnauls in Belmopan, or 
in the
 
districts, but using field teams from Belmopan who are
 
more experienced.
 

"Tnis would then limit the amount of new tooling required

by the district workshop. This can be evidenc-. by the
 
fact that some new tooling sent to district workshops is
 
still in its original packing case as of today's date.
 

"It is my intention that tools should be used by
 
experienced persons with the 
correct level of knowledge to
 
properly take advantage of them. In moit cases 
new
 
tooling will motivale persons lo use them who are not
 
properly -rained and this will only 
serve to damage new
 
expensive tooling and possibly expensive equipment as
 
well. The equipmeni supplied to us lhrough the World Bank
 
Scheme did not include hand tools and the Cehtral Workshop
 
in Belmopan was in bad shape in this regard.
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"We have, as you nave seen, nearly forty full-time
 
machirsts and mechanics including welders and body men in 
Belmopan and I nad to distribute accordingly as per the
 
enclosed lists.
 

"Hopefully this will assuage your superiors in Washington
 
to some extent but I do not want my actions to have caused
 
you any inconvenience. The equipment and tools are being
 
used where the need is greatest and are being used very
 
effectively."
 

AID/Belize planned to inventory items distributed to the field
 
districts to ensure proper usage and distribution. An 
inventory was started in 1986 but not completed due to staffing 
def i c enc i es. 

Notwitistanding the incomplete inventory exercise, the Mission 
believes the shop tools and supplies element of the Roads 
Project was being administered satisfactorily, given the close 
and active cooperation between MOW and Mission personnel.
 
Conseqiuently, the Mission was surprised to read statements in
 
tfe RAFs and Draft Report about diversion, disappearance,
 
waste, fraud and integrity.
 

As a result of these allegations, AID/Belize marshalled all
 
available resources and physically inventoried shop tools and
 
supplies.
 

The pnysical inventory was generally satisfactory, especially
 
considering the fact that much of the shop tools had been in
 
use for several years. Value of all items procured totalled
 
$t98,537. The Mission inventoried $161,046 and within the
 
remaining difference, $28,845 were expendable items (less than 
$50) and $4,207 items did not have a long usable life-span. 
Tnis leaves a shortfall of $4,439 which represents 2.2% of the 
total amount procured. Tie shortfall is being brought to the
 
attention of the MOW for clarification.
 

Tne Mission does not understand the last paragraph on page 37 
of the Draft Report wherein the A.I.). Representative, Project
Officer, and PSC Chief-of-Party reportedly discussed receipt, 
inventory and distribution of shop tools with respect to the 
Project Paper. Mission olfficials discussed the fact that the 
Project Paper did not provide for direct financing of a 
component within the project that would specifi:ally establish 
an inventory system solely for the control and distribution of 
shop tools. It is our position that inventory controls and 
related record-keeping are inherent responsibilities of project 
management and implementation. What may have caused the 
confusion was the statement by the A.I.D. Representative that 
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the Project Paper did not specifically addre'ss the 
administration of spare parts. Please note the spare parts

element of the Project is completely separate from the shop
 
tools and supplies element.
 

The Mission believes it has addressed Recommendation Nos. 4-a
 
and b and asks RIG/A/T to consider clearing them. AID/Belize
 
will 	advise RIG/A/T on progress made in resolving
 
Recommendation No. 4-c.
 

5. ACCOUNTING PRACTICES OF AID/BELIZE
 

AID/Belize concurs with the finding and recommendation. The
 
Mission is in the process of establishing a procedure for
 
informal accounting records (cuff records) and is reconciling
 
on a 	continuing basis USAID/Honduras accounting records
 
maintained on AID/Belize's behalf. Once the Mission is
 
satisfied these procedures are reliable and effective, RIG/A/T

will 	be asked to consider clearing Recommendation Nos. 5-a and
 
b. 

6. 	 ACCOUNTING PRACTICES AND INTERNAL CONTROLS OF PROJECT
 
RECIPIENTS
 

AID/Belize concurs with the finding and recommendation.
 

In addition to the corrective action cited on pages 47 and 48
 
of the Draft Report, the Mission has deducted from a Chamber
 
voucher $2,189 of ineligible costs, $1,910 of questioned costs
 
which could not be resolved, and $5,643 of reimbursed costs for
 
wliich records could not be reconstructed. Accordingly, RIG/A/T 
is requested to consider clearing Recommendation Nos. 6-b, c, 
d, and e. 

Regarding Recommendation No. 6-a, the Mission agrees fully with
 
the need to review the financial management practices and
 
internal controls of all A.I.D.-financed recipients on a
 
periodic basis. One approach being considered is the hiring of
 
an additional Financial Analyst. AID/Belize will advise
 
RIG/A/T when the Mission believes sufficient reviews have been
 
done to warrant asking that Recommendation No. 6-a be cleared.
 

7. DUTY FREE PURCHASES OF GASOLINE
 

AID/Belize concurs with the finding and recommendation. The
 
present procedure is cumbersomue and difficult to administer.
 
The Mission is negotiating with Esso Standard Oil, S.A.
 

/ i. 
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Limited, Belize a procedure which will simplify the program for
 
all parties concerned and add to its overall efficieaicy.
 
RIG/A/T will be advised periodically of our progress.
 

8. ADMINISTRATIVE PROCEDURES
 

AID/Belize considers much of the Administrative Procedures
 
Section of the Draft Raport to be inconsistent, incomplete and
 
unreasonable.
 

The Mission agrees many of its administrative procedures and
 
controls need to be improved. However, considerable progress
 
has been made in the short period the Mission has been
 
operat ional.
 

Tne Draft Report paints a picture of serious disarray, and this
 
is not the case.
 

Perhaps the confusion is due to unrealistic expectations. Page
 
53 of the Draft Report acknowledges the recent establishment of
 
the Mission. Tne page reads in part
 

"First, only six of the staff of 43 were U.S.
 
direct-hires, most were host country, third-country
 
nationals or dependents who were not familiar with A.I.D.
 
policies and the way it does business. Secondly, the
 
majority of AID/Belize's staff had been hired since April,
 
1985 and for most it was their first experience with
 
A.I.D. More importantly, responsible senior management of
 
AID/Belize had not effectively disseminated to the staff
 
pertinent A.I.D. policies on preferred means of
 
communicating, monitoring, record-keeping, and office
 
responsibilities."
 

Conversely, page 58 of the Draft Report discusses the
 
importance of defining responsibilities and reads in part,
 

"It is normal practice for A.I.D. Missions to define the
 
responsibilities of each office so that employees are
 
cognizant of the objectives, procedures and parameters
 
required in order to effectively implement their daily
 
tasks. For example, USAID/Honduras had issued Mission
 
Orders that clearly defined the policies, procedures and
 
responsiblities of each of its ten key offices. At
 
AID/Belize several key positions were held by non-U.S.
 
Direct Hires who were not familiar with A.I.D. policies
 
and regulations."
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USAID/Honduras was established in 1960. To tompare, even
 
indirectly, the administrative practices of AID/Belize with an
 
established USAID of over 26 years is unreasonable and
 
mea ning iess. 

AID/BeLize agrees with Recommendation Nos. 8-a, b, and c. The
 
Mission has recently contracted with a senior-level A.I.D,
 
retiree to develop a set of Mission Orders for day-to-day use.
 
His assignment includes reviewing and incorporating existing
 
Mission guidelines. Upon completion, RIG/A/T will be notified
 
and asked that consideration be given to clearing
 
Recommendation Nos. 8-a and b.
 

AID/Belize will be deciding in the near future which Mission
 
Office will serve as the centralized focal point responsible
 
for the management of Mission Orders.
 

Before discussing in more detail the Administrative Procedures 
Section of the Draft Report, the Mission would like to point 
out that it realized the need for a set of Mission Orders 
several months ago. Please refer to the last "Action Plan" as 
well as the last Internal Control Review prepared by the 
Mission and submitted to AID/Washington. 

-- PROJECT IMPLEMENTATION LETTERS (PILs)
 

The Draft Report uses the Roads Project as evidence of
 
inadequate use of PILs. In the background section of this
 
response, the tendency to generalize was mentioned as a Draft
 
Report weakness. The Draft Report presentation on PILs is an
 
excellent example.
 

The M)ssion admits it should have, but did not, issue a PIL
 
covering the spare parts procurement in question.
 
Nevertheless, AID/Belize disagrees sharply with page 56 of the
 
Draft Report which accuses the Mission of not consulting with
 
tne MOW about spare parts procurement. The Draft Report
 
states, "In fact, AID/Belize executed the procurement without
 
evidence that the Ministry made inputs or was consulted on the
 
procurement." This statement is incorrect. The Mission
 
consulted frequently with the MOW. Please refer to the former
 
Minister of Works letter of July 14, 1987 which discussed
 
procurement and relationship with the Mission. The letter
 
reads in part:
 

"... there were many occasions when I held meetings at the 
USAID Office and my Ministry with Mr. Brashich, Mr. 
Jenkins and Mr. Powers. In fact, at two or three of these 
meetings at the USAID Office, Mr. McDonald was also 
present. 
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"There was always a close and good working relationship
 
between myself and the USAID team. We kept in constant
 
contact on all aspects on the programme of work being
 
carried out."
 

Notwithstanding the Government of Belize inputs regarding the
 
procurement of spare parts under the Roads Project, the Mission
 
questions the citation of only one example as evidence of a
 
general weakness. As stated in our response to RAF No. 1, the
 
Mission makes substantial use of PILs -- for example, in both
 
Project 505-0006 and 505-0007 fourteen PILs have been issued.
 
Under Project 505--000S, 36 PILs have been issued, while under
 
Project 505-0012, 31 PILs have been issued.
 

As RIG/A/T is aware, guidelines on the use of PILs are provided
 
in HB 3, and apply to projects with Host Country governments.
 
PILs are not required for HB 13 grantees or recipients of
 
Cooperative Agreements. Nevertheless, to foster good
 
coordination and communication with PVOs, the Mission utilized
 
PILs for OPGs and Cooperative Agreements. For example, under
 
the Cooperative Agreements with the Belize Chamber of Commerce
 
and Industry, for Projects 505-0020 and 505-0027, the number of
 
PILs issued have been 12 and 8, respectively. These are
 
relatively new projects. In addition, the Mission had reviewed
 
all OPGs, including those which are very small and found that,
 
in most cases, PILs have been utilized.
 

Nevertneless, AID/Belize recognizes a continuing need for
 
improvemelit in the utilization of PILs and is monitoring the
 
entire portfolio. In this regard, the A.I.D. Representative
 
issued Administrative Notice 23-87 on June 2, 1987, which
 
reminds Office Chiefs and Project Officers to follow guidelines
 
in Cnapter 8 of HB 3, regarding the utilization of PILs. The
 
Administrative Notice makes a special point of the importance
 
of drafting and issuing PIL No. 1, the basic PIL, at the
 
beginiiing of pcoject implementation.
 

The last sentence of the first paragraph of page 56 of the
 
Draft Report states, "The spare parts were consigned by
 
AID/Belize to a for-profit firm rather than to tfle Ministry of
 
Works resulting in unnecessary difficulties to obtain spare
 
parts when needed, and a loss of internal control."
 

The Mission does not know of any "unnecessary difficulties"
 
regarding the obtainment of spare parts. As stated in our
 
response to allegations in Section Three of the Draft, Report,
 
two of 'he six MOW District Superintendents commented with
 
respect to Projecv spare parts. These two letters are being
 
repeated to emphasize the efficiency and effectiveness of the
 



1 APPENDIX 


Page 44 of 49
 

-44

spare parts program. Please note that spare parts were
 
procured for use on the Roads Project equipment only and could
 
not be used on other MOW equipment.
 

The MOW District Superintendent of Corozal in letter of July 13
 
stated:
 

"The support and cooperation given by the USAID road
 
project to the Ministry of Works Corozal in the supply of
 
mechanical spares and tyres for the USAID equipment in use
 
by the Corozal Section of this Ministry has been very
 
satisfactory.
 

"Because of the limited amount of funds allocated for
 
spares by our Ministry, it becomes necessary at times to
 
park some of our equipment in need of repairs, until
 
spares couid be obtained for same.
 

"However with the spares we have been receiving from the
 
USAID road project from time to time, we find we are able
 
to have our equipment in a state of readiness much earlier
 
than before.
 

"This of course enables us to operate at peak maintenance
 
level and to keep abreast of our projected monthly road
 
maintenance program."
 

The MOW District Superintendent of Dangriga in letter of July
 
t3, 1987 stated: "Your support with tyres and other spare
 
parts for the A.I.D. equipment attached to our section (i.e.
 
Ford dump Truck, Pickup and Cat Grader) was exceptional. It is
 
because of this support that our equipment is fully operational
 
at tnlis time."
 

With regard to loss of internal control, the Mission response
 
to Section three of the Draft Report demonstrates clearly there
 
was no loss of internal control.
 

-- CONDITIONS PRECEDENT
 

Once again the Draft Report takes an isolated instance and
 
makes it appear to be a general weakness.
 

Tre Mission stated in its response to RAF No. 7 that it is very
 
much aware of the importance and status of Project Conditions
 
Precedent. Tnrough oversight, the Conditions Prezedent interim
 
date under Project No. 505-0018 was not amended. However, this
 
omission does not represent an across-the-board weakness.
 



1 APPENDIX 


Page 45 of 49
 
-45

AID/Belize agrees there is always room for ifprovement.
 
Accordingly, the Mission issued an Administrative Notice dated
 
June 22, 1987 outlining Mis!,ion responsibilities regarding
 
fulfillment of Project Cond~tions Precedent. Also, the
 
Administrative Notice adds a sixth item to the Project
 
Officer's Checklist for Ariministrative Approval of Vouchers,
 
whereby the Project Offic, r has to confirm fulfillment of
 
applicable Conditions Precedent.
 

The Draft Report states $124,874 were disbursed under Project
 
505-0018 subsequent to the cut-off date (March 31, 1986) for
 
meeting two specific Conditions Precedent. In reviewing
 
Mission files, AID/Belize found the $124,874 represented three
 
payments made to the Technical Assistance Contractor, PRAGMA
 
Corporation. The first payment of $34,718.62 covered costs
 
incurred during March, L986. The other two payments,
 
$39,218.24 and $50,938.05, covered costs incurred for April and
 
May 1986, respectively. Since tile payment of $34,718.62 was
 
for costs incurred prior to March 31, 1986, the Mission
 
believes the amount in question should be $90,156 rather than
 
$124,874.
 

The two Conditions Precedent- required time-phased action plans
 
for the Government of Belize fiscal year beginning April 1986.
 
It should be noted these two Conditions Precedent were interim
 
requirements; the Project Grant Agreement was entered into on
 
March 26, 1985 and the technical assistance contractor team
 
(PRAGMA) was physically on board in January, 1986.
 

Mission staff was working closely with GOB officials and
 
contractor representatives in formulating the required action
 
plans. The Conditions Precedent were satisfied on July 14,
 
1986. The delay was due to the need for additional technical
 
data. The Mission considered the rationale behind the delay in
 
completing the action plans to be reasonable; thus, the Mission
 
decided to permit- additional time and not terminate the PRAGMA
 
technical assistance contract. Through oversight, AID/Belize
 
did not amend the Grant Agreement to reflect a time extension
 
of applicable Conditions Precedent compliance.
 

-- OFFICE RESPONSIBILITIES
 

This section states office responsibilities "were not spelled
 
out and disseminated to employees in a Mission Order." The
 
Draft Report uses USAID/Honduras as an example of a Mission
 
which had issued Mission Orders clearly defining the policies,
 
procedures and responsibilities of its key offices. AID/Belize
 
questioned earlier in this response the value of comparing the
 

http:34,718.62
http:50,938.05
http:39,218.24
http:34,718.62
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administrative operations of a recently established Mission
 
like AID/Belize with a large Mission such as USAID/Honduras
 
established in 1960.
 

The record should show AID/Belize has periodically issued
 
Mission Orders outlining office responsibilities in terms of
 
who the Project Officers are and what officer is responsible
 
for what projects. As stated earlier, the Mission recognized
 
several months ago the need to develop a set of Mission Orders;
 
the Mission has recently contracted with a senior-level A.I.D.
 
retiree to develop such a set. 

9. INTEREST INCOME NEEDS TO BE REFUNDED
 

AID/Belize agrees with the spirit of tne finding and 
recommendation. The Mission will seek confirmation regarding 
method of calculating interest and act accordingly. RIG/A/T 
will be advised periodically of our progress. 

B. COMPLIANCE AND INTERNAL CONTROL
 

The Draft Reports states, "Finding No. I demonstrated that the
 
AID/Belize Principal Officer may have exceeded delegated
 
contracting authorities in seven instances for a cumulative
 
amount of $414,795 in over-obligations." AID/Belize suggests
 
the statement be modified to exclude the two OPGs (see our
 
response to Finding No. I). Thus, the cumulative amount should
 
be $99,795 and not $414,795.
 

The Draft Report states, 

"Finding No. 2 illustrated that poor AID/Belize
 
Pvocurement practices resulted in insufficient evidence to
 
support management decisions for the acquisition of
 
nundreds of thousands of dollars in goods and resources,
 
and that nigher prices were paid due to the lack of
 
competition. Inventory controls for expendable,
 
non-expendables, spare parts and shop tools were not
 
adequate as discussed in Findings Nos. 3 and 4."
 

The Mission believes its responses to Draft Report Findings 2,
 
3 and 4 demonstrate that several of the Auditors' major
 
allegations and conclusions cannot be substantiated.
 
Furthermore, much of the confusion and misunderstanding could
 
nave been avoided if there had been more effective
 
communication between the Audit Team and the A.I.D.
 
Rep resentat ive. 
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Also, the conclusions about administrative procedures should at
 
least be qualified, taking into account Mission comments made
 
in response to Section 8 of the Draft Report.
 

C. OTHER PERTINENT MATTERS
 

The Draft Report stales "the training program put in place and 
implemented by Project PSCs was inadequate and deficient"
 
because of (1) "inadequate personnel resources devoted to the
 
training objectives", (2) "the training program being
 
implemented did not incorporate an accurate needs assessment"
 
and, (3) "no formal testing mechanism was used."
 

The PP clearly demonstrates that training was to be on-the-job
 
working experience by MOW personnel under the technical
 
supervision of the expatriate project personnel. The technical
 
capabilities of expatriate project personnel selected for this
 
technical assistance component further emphasized the PP
 
approach of on-the-job training.
 

To illustrate the extent of training accomplished, in excess of
 

8,400 man-hours of on-the-job training in road rehabilitation
 
nave been provided to 132 MOW employees by the PSC road
 
specialists, and in excess of 2100 man-hours of on-the-job
 
training have been provided in road equipment maintenance to 48
 
MOW employees. Also, in 1985 Belize CEMCOL provided the MOW
 
with an intensive two-week training program on operation and
 
maintenance of Caterpillar road equipment.
 

With respect to the three reasons mentioned abovt;, the Mission
 
would like to indicate that (1) a reassignment of Project
 
personnel was accomplished which provided more manpower to the
 
training effort and, (2) a training plan was initiated
 
immediately after the 1985 evaluation was completed. However,
 
the incorporation of an accurate needs assessment, as well as a
 
formal testing mechanism within the training plan, was never
 
considered since training was always identified as on-the-job,
 
requiring no such formnal steps. Furthermore, as evidenced in
 
numerous memoranda from the A.I.D. Representative to the PSC
 
Cnief-of-Party contained in official files, the Mission placed
 
much emphasis on the training objective. 

The changes discussed above were undertaken by the Mission
 
following a project evaluation conducted in August 1985. In
 
addressing the issue of training, the Evaluation Report made
 
the following constructive recommendations which were intended
 
to enhance on-the-job training: (1) A formal training plan and
 
associated schedule should be implemented for equipment:
 
maintenance; (2) More emphasis should be placed on road
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maintenance training and MOW road maintenance scheduling to
 

roads already rehabilitated;
institute capable Jollow-up on 


and, (3) Personnel operational changes (which assign more
 
instituted.
manpower to traini ig efforts) should be 	 The
 

to
Mission implementel these recommendations and continues 


effort, providing input for further enhancement of
monitor this 

the training progrim. 

in the Draft Report that "the
In reference to th, statement 

lack of focus pla,:Ed on the training objective of the project
 

was due to disagreeoent among AID/Belize project officials and
 

project PSCs concerning what objective should be given the
 

higher priority, .-oad construction or training", the Mission
 

would like to draw attention to the evaluation conducted in
 

1986, including its findings and conclusions. Special
November 

given to Evaluation Findings,
emphasis is 	 Section IV, 

Finoi ng No. i which states "the evaluation teamparl icularly 

is TRAINING,"
confirmed that "he major thrust of the project 

the project training 	component.
followed by a di cussion of 


The Evaluation Team consisted of AID/Belize officials, Project
 

PSCs, and MOW r,,,resentatives. (Where, then, is the
 

disagreement?)
 

The Draft Report further states that 

"'attainment of the Project's training objective was also
 
store
impeded by AID/Belize's officials' decision to 


spare parts at the warehouse
Project Caterpillar and Ford 


of a private for-profit firm rather than working through
 

the MOW's equipment management system and further building
 

on the training base that had been provided under the
 

World Bank project. As a result of this arrangement,
 

training in the equipment management field was provided to
 
than to MOW equipment
a private for-profit 	firm rather 


who were the intended project
management personnel 

beneficiaries."
 

Belize CEMCOL was
The decision to store project spare parts at 

the then LAC Chief
taken at the design stage upon the advice of 


Engineer. The utilization of Caterpillar's facilities for
 

cannot providing
warehousing spare parts be construed as 


training in the equipment management field to a private
 

for-profit firm. Caterpillar was providing a service and was
 

definitely not the recipient of training.
 

As regards to building on the World Bank's training base, the
 

World Bank focused their inventory controls training on the MOW
 
The AID/Belize
Central Workshop and not on the district shops. 


Roads Project was supported logistically at the district level
 
did not
where the physical capability to warehouse spare parts 
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exist. Moreover, logistical support in terms of spare parts 
warehousing was considered an ancillary activity and not a 
major training objective. 

DRAFT REPORT EXHIBITS
 

AID/Belize reviewed tne photographs shown as Draft Report
 

Exhibits and believes following comments are in order:
 

Exhibit No. 3 Page I of 3 - This is a photograph of Bridge 

Treadway purchased at considerable savings through the 

Excess Property Unit of AID/W. As of June 24, 1987, all 

tut fifty of these pieces had been delivered to the job 

site where bridges are under construction. These 50 

represent the balance of an original shipment of 1,100 

pieces of treadway. Final delivery is cxpected within the 
next several weeks. 

Exlibit No. 3 Page 2 of 3 - An inventory team of MOW 

employees recently segregated these excess property items 

wnich arrived from Germany unboxed. 

Exhibit No. 3 Page 3 of 3 - This photograph shows some of
 

tne hardware (i.e., nuts, bolts, pins, washers, etc.)
 

received for the Project's bridge construction. The
 

wording under tae photograph states "crates containing
 
steel pinions and connectors lay exposed, uncatalogued and
 

insecure." There were no pinions involved. Pinions,
 
small gears or cogs, part
sometimes referred to as are not 


of the excess property bridge sets. Complete
 
property bridge components,
documentation of excess 


including pictures and proper nomenclature, is included in
 

Mission files.
 

The nuts, bolts, and pins shown in the photograph have
 

since been placed in storage bins.
 

It should be noted 1nat excess property bridge sets were
 

kept in open storage in Germany (U.S. Army Excess) for
 

over twenty years. All exposed surfaces (i.e., nuts,
 

bolts, pins, etc.) were protected with a cosmoline coating
 

to retard rusting. 
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AUDIT
 
OF AID/BELIZE'S
 

PORTFOLIO AND OPERATING EXPENSE 

RECORD OF RIG/A/T C,0MUNICATION EFFORTS I/ 

Date Participants (Audit/Management) Workpaper
 

1/27/87 Entrance Conference 2/ SC-6
 
1/28/87 Schwartz/Tanamly 
 SD-3, 7
 
1/28/87 Fields/Tanamly 
 SD-5, 1
 
1/30/87 Chong/Tanamly, Nagpaul, Merchant 
 SD-20, 3

2/20/87 Fields, Schwartz/Brashich, Lapera, Tanamly SC-21

3/13/87 Fields/Tanamly 
 C-4
 
3/13/87 Fields, Schwartz, Chong/Tanmnly SD-39, 1
 
3/19/87 Fields/Brashich, Lapera 
 K-I

3/20/87 Fields, Duster/Brashich N-21
 
3/20/87 Fields/Brashich 
 SD-48, 1

3/23/87 Fields, Duster/Brashich, Tanamly, Szadek, Canton C-19

3/23/87 Fields/Brashich...RAF No. 1 3/ 
 D-1
 
3/25/87 Schwartz/Brashich...RAFs No. T, 3 and 4 
 D-2
 
3/25/87 Fields/Brashich...RAF No. 5 
 D-5
 
3/25/87 Fields/Brashich 
 X-20

3/26/87 Kalhammer, Fields/Brashich, Tanamly, Lapera C-8
 
3/27/87 Schwartz/Brashich...RAFs No. 6 and 7 
 D-6

3/27/87 Fields/Brashich...RAF No. 8 
 D-8
 
3/31/87 Fieles/Brashich 
 N-30 & N-33

4/1/87 Schwartz/Tanamly 
 SD-Si, 1
 
4/2/87 Fields/Brashich...RAF No. 9 
 D-9
 
4/2/87 Fields/Brashich...RAF No. 10 
 D-10
 
4/3/87 Fields/Brashich, Lapera 
 C-13
 
4/4/87 Fields/Brashich 
 C-13, 2
 
4/7/87 Fields/Brashich.. .RAF No. 11 
 D-11

4/7/87 Schwartz/Brashich... RAF No. 12 
 D-12
 
4/7/87 Fields/Brashich.. .RAF No. 13 
 D-13

4/22/87 Fields, Duster/Tanamly 
 C-14
 
5/4/87 Fields/Brashich...RAFs No. 14 through 18 
 D-14
 
5/11 & 12/87 Exit Conference 4/ C-is
 

l/ Titles of key personnel: Kalhammer (Deputy RIG/A/T), Fields (Audit

Manager), Schwartz (Auditor-in-Charge), Chong and Duster (Auditors),

Brashich (Principal Officer), Lapera (Acting Deputy Principal Officer),

Tanamly (Controller and Audit Liaison Officer).
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2/ 	At the entrance conference, an audit liaison officer was named. 
A purpose
of the audit liaison is to ensure that top management is informed, at all 
times, as to the status of an audit. The audit liaison was in contact 
with the atudit team on a daily basis for more than 90 percent of the time.
 

3/ 	Even though the first Record of Audit Finding (RAF) was issued on March
 
23, 1987, AID/Belize had to be reminded on June 1, 1987 that it had yet to
 
respond to any of the RAFs.
 

4/ 	 In addition to all of the key personnel noted in 1/, above, this meeting 
was 	attended by RIG/A/T, Gothard.
 

\i
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LIST OF RECOMMENDATIONS
 

Page
 

Recommendation No. 1 
 4
 
We recommend that AID/Belize request and obtain:
 

a) 	a review by and clarification from AID's Office of the
 
General Counsel, the AID Directorate for Program and
 
Management Services, and AID's Bureau for Latin America and
 
the Caribbean on Redelegations of Authority No. 99.1.202,
 
133.3.1 and 149.1.1 and their renumbered successors; and
 

b) 	a determination from AID's Associate Assistant to the
 
Administrator for Management and subsequent ratification
 
for $99,795 in obligations for five awards that exceeded
 
the contracting authorities of the AID/Belize Principal
 
Officer.
 

Recommendation No. 2 
 10
 
We reconnend that AID/Belize:
 

a) 	coordinate with the Bureau for Latin America and the
 
Caribbean and formally designate a qualified procurement
 
officer i) to provide training to the designated Mission
 
procurement officer, develop procurement procedures, and
 
ii) to make periodic visits to AID/Belize to ensure the
 
efficient and effective implementation of the procurement
 
systems;
 

b) 	either abandon the Personal Services Contracting concept
 
for the Roads and Bridges Project No. 505-0007 and, in 
coordination with the Government of Belize's Ministry of 
Works, procure the services of a repuLable consulting firm 
to provide technical assistance for Phase II of the
 
project; or
 

c) 	realign the Personal Services Contractor team assigned to
 
the Roads and Bridges Project No. 505-0007 so that a
 
project team leader is named, and defined implementation
 
and 	reporting responsibilities are established.
 

Recommendation No. 3 
 18
 
We recommend that AID/Belize:
 

a) 	provide written guidance on the establishment and
 
implementation of internal control procedures to safeguard
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AID/Belize's expendable and non-expendable property, and
 
make a physical inventory of all non-expendable and
 
expendable property as a first step in setting up an
 
adequate system;
 

b) 	schedule and make, with the Government of Belize's Ministry

of Works, an inventory of Caterpillar and Ford spare parts

financed by Project No. 505-0007 located at the CEM4(DL

warehouse in Belize City, Belize, value the inventory, in
 
coordination with the Ministry of Works, to determine the
 
extent of losses, and transfer the inventory on-hand, and
 
associated records, to the Ministry of Works;
 

c) 	ensure that a system providing for periodic inventory

reviews is established that includes end-use verification
 
practices; and
 

d) 	ensure that before the project-financed Caterpiller and
 
Ford spare parts are transferred from the private firm's
 
warehouse in Belize City to the Ministry of Works' main
 
depot warehouse in Belmopan that,
 

i) 	AID/Belize project officials verify that the Ministry
 
of Works has obtained additional storage hardware such
 
as inventory bins, shelves, and drawers 
to properly
 
organize, segregate, account for, and control the
 
transferred-in inventory,
 

ii)	Ministry of Works warehouse personnel receive a
 
refresher course regarding appropriate AID accounting,

inventory, and commodity control procedures.
 

Recommendation No. 4 
 22
 
We recommend that AID/Belize in conjunction with the Ministry

of Works, Government of Belize:
 

a) 	make a complete inventory of the shop tools procured under
 
the Roads and Bridges Project No. 505-0007;
 

b) 	reconcile the physical inventory to procurement documents
 
and document the losses; and
 

c) 	determine responsibility for any losses and issue bills of
 
collection accordingly.
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Recommendation No. 5 

We recommend that AID/Belize:
 

a) 	create informal accounting records; and
 

b) 	install a system of periodic reconciliations with
 
USAID/Honduras accounting records maintained on
 
AID/Belize's behalf.
 

Recommendation No. 6 
 28
 
We recommend that AID/Belize:
 

a) 	plan and initiate reviews of management, accounting and
 
internal controls for AID-financed recipients located in
 
Belize;
 

b) 	collect about $1,000 in ineligible entertainment expense
 
charged by Pride, Incorporated under Project No. 505-0033;
 

c) 	require the Belize Chamber of Commerce and Industry to
 
reconstruct accounting records for the $200,000 grant under
 
Project No. 505-0025, review the reconstructed records, and 
collect ineligible, unsupported and non-traceable cost
 
claims. Payments under active Projects No. 505-0020 and
 
505-0027 should be suspended until this process is complete;
 

d) 	collect from the Belize Chamber of Commerce and Industry 
$2,892 in ineligible costs identified under Projects No. 
505-0020 and 505-0027, and negotiate $2,593 in questioned
 
costs identified under these projects; and
 

e) 	complete, and document in the official file, AID's
 
certification that the Belize Chamber of Commerce and
 
Industry is ail eligible indigenous Private Voluntary
 
Organization, including notification to UID's Bureau for
 
Food for Peace and Voluntary Assistance in accordance with 
AID 	Handbook 3.
 

Recommendation No. 7 

We recommend that AID/Belize:
 

a) 	in consultation with the United States Embassy in Belize,
 
establish a system for obtaining gasoline coupons in bulk 
quantities;
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b) 	devise a signature list and roster of individuals and
 
vehicles eligible to use gasoline coupons to make purchases

for 	official use, and establish a signature list and roster
 
of 	individuals, their authorized dependents, and vehicles
 
eligible to use gasoline coupons to make purchases for
 
private use; and
 

c) 	establish a system that segregates the distribution of

gasoline coupons for official vehicles from those made for 
privately-owned vehicles.
 

Recommendation No. 8 
 33
 
We recommend ThatAID/Belize:
 

a) 	issue, in Mission Order format, working instructions and
criteria oh Project Implementation Letters, trip reports,
conditions precedent, files managerenz, and office
 
responsibilities

b) 	review existing policy memoranda for relevance and re-issue
 
in Mission Order format those policy memoranda that remain 
pertinent; and
 

c) 	establish a centralized focal point responsible for the 
management of Mission Orders. This centralized entity
should be held responsible for instituting a sequential
numbering system for Mission Orders, and for controlling
Mission Order issuances, cancellations or other 
modifications. 

Recommendation No. 9 
 37
 

We 	 recommend that AID/Belize recover an estimated $21,931 in 
interest earned by the Belize Central Bank on $687,500 in funds
 
provided by the Belize Commercial Bank Discount Fund Project
No. 	505-0005 since October 1986.
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