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Subject:	 Semi-Annual Report 
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Ccar Mr.	 Corley: 

Enclosrcj r.J.~i.1Se find the ScI<li-l\rmuul Report on the Honduras D::velop
!Tent hlministration Pruject in occordill1ce \'/ith clause 17 (a)(.i) and (<.1) 
(2) of the (c,eral f'ruvisions of the above rrcntioned contract. 

'The report consLsts of t'..:o (2) part~~: a Status P.cport indic<.1ti.ng the 
(.:--jective of each AlP, prugress rmde, pluns flJr next pe.:::-icxJ and r:eccmrcnd~ 

tlons, v/hen n(:.~ded; and iJ.n NmnnistrLlUvc r~[.X)n covcl:ing e;.:penditures cJ.nd 
per-sonne 1. ernpl uyccl unde r 1: he con t rae t . 

'The contract scope ()i: ',/ork is rnr-ide up uf :';I;{ princip<.11 tictivitics on 
AlP'S with fI t,)Led uf si;:teen (lG) tasks, Of these sixteen tasks to date, 
VIC have finished [Gut:' (4); we ar:c't/orking in seven (1) ond five (5) are 
scheduled to lx~ :3t;lrtcd during caning per icd 

i\S a nBlICI-" ,'J( ::o..:::t, during the peried uNcre(] iYj this report SCf;lC pro 
blCIilS arose, <.1,3 In ilny other adrninistrat j,ve proJect, but as uf this clLlte 
they 'dcrc pr(~<:tiC:LlJl.y (J'/ercc.JTC /\,xordinqly, ::he ir:lpleraentilL.:,oll schedule 
hc:m lx;cn u~v J ,";(~d / (~( J[)y 'IIh ich LS (~nc I.osed . ()f 

v.e con COI1Cludc that l.he Project \lould be devc1cJpc~d ',.;i Unn [he tirnc 
scheduled i.f the t·lOF acceleJ:iltc its decision rni1l:ing process ilnci gives full 
coopcrut ion to\'/ill-cls its achievernent and final succc:ss. 

Curdially yours, 

Edibaldo Silva Lopez 
Presidcmt 

Enclosures 

ESL/mnn. 

\X'a~hillgt(jll, D, c: 5510 \X'i~((ll1~ill I\ve" ~lIire 1(,00, Chevy Cha~e. Maryland 20gl, (3°1) 95 1-Hi7 



srATUS REPORI' 

I. REVENUE COLLECI'ION AI:l1INISTRATlOO 

The primary objective of this activity is to improve the GOH 

revenue administration by transferring collection of most revenues, if 

possible, to the Central Bank. r:eveloprent of too activity requires an 

analysis of the functions of the 32 Q:>vernrrent Collection Offices in or 

dar to advise the Ministry of Finance (MOF) which activities should be 

transferred to the Central Bank, which activities will have to remain in 

the MOP, '.Jhich offices can be phased out and those that will rema.in to de 

termine to where in the MOF they will respond, reorganize too offices and 

improve the procedures of those activities that will rema.in in the MOF. 

Another important matter to considere would be to determine what will be 

done with the employees assigned to those activities that will be trans

ferred to the CB, 

This activity has not been started yet as scheduled, due to the 

fact that it is directly related with the GEneral Customs Directorate, to 

wham the 32 Collections Agencies report and they have serious control pr~ 

blems. We preferred, and so the AID and MOF Coordinators, to devote our 

efforts to other activities while these problems were solved and or the MOF 

could assure the success of this activity. 

Recently, a new Custans Director was appointed and the matter 

was discussed with him. As a result of the meeting I;/e \>'Ore informed by 

MOF and AID to go on \lith this activity, 

This activity is expected to start in the month of September, 

1984, if our candidate for the position, Mr. Luis Rodriguez Cortes is 

approved by MOF and AID. Originally this activity contemplated 12 person 

months effort. Due to budgetary constraint AID reduced it to 8 person months 

with the understanding that \.e will do our very best to complete it in the 

reduced t irre, but that we will keep jnformed AID of the progress of the 

\Jork and if needed will ask for some adjustment. 
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II. TREASURY Aa1INISTRATIOO 

A. Bank Accounts Reconciliation 

The objective of this task is to ~prove the capacity of 

the General Treasury to assist the MJF in the fonnulation of financial 

policy, allowing the 'l'reasurer to mantain a strict control over his bank 

account cash flows. 1'he AlP proposed an autanated system for the issuance 

of checks, bank account- reconciliations and the prepirration of daily cash 

reports. 

This new system was designed and ~p'::".:;rrented on January 

1, 1984. Some operational problems arose in its ~plementation but they 

v.ere solved and presently the system is working normally. All governments 

checks are nm-, being prepared by the canputer. The 'l'reasurer is able to 

ask the canputer the number of checks that he r:an pay each day based on 

his cash availabl.lity and for the first rime in rnuny years he will be able 

to have bank account reconciliations. For this purpose the CB is providing 

h~ a tape of the checks paid day by day. 7he implementat ion of this 

new system required the installation in the 7reasury Office of a Data Pro

cessing Unit with two CRrS connected to CENl I S main frarres. The advisor 

responsible for the design and installation of this task and the training 

of the staff was Mrs. Hilda Nazario. 

B. Disbursing Officers System against a Special Bank Account. 

7he objective of this task is to consolidate in one account, 

approximately 300 bank accounts mantained in the CentrQl I3ank by the differ 

ent 3pecial disbursing officers and administrators in the different GOH 

Ministries and government institutions. The system \JC1S designed including 

a new set of r.ules and regulation and the procedures to 00 followed by the 

special disbursing officers and administrators. 

7he system WQS approved by the fvK)F and Q series of training 

sessions were offered in Tegucigalpa and San Pedro SulQ to the special 

disbursing offices and administrators. During the month of June and July 

1984 the new system \oJas ~plemented in the MJF. We plan to reSLnTIe the 
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training during the month of September, so that the rest of the agencies 

linplement the system and by January 1985 everyone is under the new sy~ 

tem, . 

The advisor responsible for the design and installation of this 

task and the training of the staff hds been Mr. Andres l'biina Pena (Esq.). 

C. Revision of the contractual relations bet\~en the Central 

Bank (CB) and the Ministry of Finance (MOF). 

This task involves an analysis of all services rendered by the 

Central Bank to the 11OF. It contemplates the preparation of an all inclu

sive contract to be negotiated between the two government institutions with 

the prlinary objective of rationalizing and regu1at.ing the different se0/ices. 

Since this project was started, three new matters have COlle 

up requiring agreE.ments between the CB and the MOl". These have been the 

preParation by the CB of a weekly tape with the information about the tre~ 

sury checks paid during the Heck, the consolidution of the 300 disbursing 

offices banks account into one and the consideration by the CB of all central 

<Jovernmcnt bank accounts balances inclOOing the Trust Fund account before 

determining an overdraft or. the Treasurer bank account for the purpose of 

charging interest. Also (he matter of the rate of interest charged is being 

questioned and we suggested a reduction from the present 4~ per annum that 

CB is charging now to MOF. 

For the f jrst t\lO matters the contracts \/ere drafted and signed 

by both the CB and the t1OF. On the third one a draft of the contract \Jas 

prepared and submitted to the MOF and sent to the CB for their considera

tion. The CB has indicated their resistance to inclOOe the Trust Fund 

account as part of the central government accounts to consider before declar 

inq the existunce of an overdraft. 

NobJithstanding, the fact that :"he MOF designuted the Vice-~ 

nister of Finance and the Director of the BOOget as negotiators \Jit.~ the CB, 

the negotiation on this third contract has been limited to the technical 
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level. The technical level reached a point of impasse in the negotia

~ ions that would have required the act ion of the negot iators . 

The MOF later" decided not to press the case and to wait 

until our expert in bank services conduct an overall analysis of all lIla~ 

ters between the CB and the MOF that require review and requested us to 

bring the exp;;rt in July 1984. Our expert, Mr. Juan Labadie Eurite, is 

prograrrrred to cane to Honduras in July 1984. 

With the delay in the negotiation of this third matter me~ 

tioned above, the MOF will continue paying 4% interest to the CB fGr the 

overdraft. With the fiscal situation that the COH is now, that means that 

the MOF will be paying the CB about L. 4,000,000 in interest by end of this 

year if the matter is not resolved. 

D. Bank Accounts Consolidation 

This task contemplates the .-::onsolidation of all Central Go

vernrrent Bank Accounts 'md.er the control of the General 'l'reasurer, in or

der to facilitate the administration of public funds, the determination of 

idle cash balances, the automation of payment procedures and this bank 

accounts reconciliations. 

Our specialist has been working in this task and and have 

held many meetings with the MOF and CB staff. A draft of the proposed new 

system has been prepared and .."hen finished next month it \/ill be sul::mitted 

for final consideration by the MOF and CB. 'n1e system should go into effect 

as soon as the MOF "nd the CB goes final approval to it and to the contract 

betv.Ben CI3 and r'lOF Ll1at was prepared and sul::mitted to MOF for its approval 

(see previous activity). 

E. Idle Cash Investment 

The objective of this task is to develop and apply a cash 

flO\'1 methodology to forecast the cash position of the Central Treasury and to 
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determine the type of financial instrurrents in which idle balances could 

safely be invested. 

The initiation of this task is dependent on the devel02 

!rent of the tasJr-s related to the consolidation of bank accounts and the 

revision of the contrQctual relations between the CB and the MOF. If eve;:!:.. 

t hi n q :1evelops as expected we should be able to start this task on next 

period and have the system installed by January, 1985. 

III. INTEGRATED ACCOUNTING SYSTEM 

Under this activity a computer based integrated accounting and 

reporting system will be developed, including the national property phase 

to fill information needs throughout the MOF, particularly, those of the 

Budget Directorate, the Office of the 7reasurer, General Accounting Off! 

ce and Public Credit Directorate. The system will provide consistent r~ 

porting, serving .JS a basis for most accounting entries and will eliminate 

manually performed accounting functions and the e;<isting problem that 

the figures prcduced by Budget, 'rreasury, Q:}neral Accounting, Public Cre 

dit and the CB never balance. 

Basically this activity is subdivided in three tasks: 

1) Procedure for the Integration of the Accounting 

2) Procedure for the Control und Accounting of Public wbt 

3) The Procedure for the Control and Accounting of Nutional 

Property. 

v.e are ·.,urking simultaneously in the three tuSks. All datu \'las 

collected on all three tuSks. At the end of this period we were in the 

process of unalysing the datu of the Integrated Accounting System .Jnd 

had started draft ing the procedure. '1'his \/ill be ccmplcted of August 1984. 

Our finul t'Ccarrrendations and ne\1 system \/ith res[X3ct tc control 

tind accounting of the national property were presented tu the j·lOF'. J3usi
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cally the new concept involved the centralization in the MJF of the pro

perty accounting based on reports subnitted by the different Ministries, 

which \.,rill maintain a decentralized control with the neccessary detailed 

records for each public property. In this way, the MJF can maintain a 

perpetual inventory by agency, that can be audited, controlled and analyzed 

properly. 

Once the Public Property systems is approved by the MOP, the new sets 

of rules and regulations prepared for the system will have to be submitted 

to the President of the Republic for his promulgation. If all goes as 

expected the new system will be installed and o~-;erati ng by January 1985. 

The third task, the one related to Public Debt is 90~ ca~pleted. 

A final report was prepared and sumbitted for review and discussion with 

the Public Credit Directorate staff. It comprise :nternal and external 

debt, records mechanization and the Trust Fund control for the payment of 

Public Debt. We have prograrrrred to finish the system during the next period, 

hoping that it can be implemented for the coming fiscal year, January 1985. 

IV. PUBLIC EMPLOYEE BONDING 

The purpose of this activity is to establish a blanket position 

bond system for all CDH employees; with the alternative of a trust fund as 

a self government insurance plan. This system among other things, will di 

minish government losses due to lTli)lfeasance by increasing real coverage, and 

will encourage greater deleg3tion of responsibilities and authority, spee~ 

ing up decision making and government programs execution. 

As it is nOv/, only very few government officials have a bond and 

in all cases they have to place it on their own account by buying a bond 

from an insurer or pledging some property as valuable. The Office of the 

Controller General is the office in the CDH that requires and keep record 

of the bonded officials. 
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When we conducted the diagnostic survey (1982) of the basic 

functions of the MOF we recarrrended the establishrrent without delay of a 

public employee bonding system. At an earlier date this same consultant 

had examined, at the request of the MOF, the cCJnveni~nce of est.;lblishing 

such a system in the COH. The reccmrendation at that time wc.s the same 

as in 1982. In both ocassions \Ye also recarrrended that the system be es 

tablished in the MOF because of its operational nature. 

Our recarrrendat ion ,las approved by the MOF and the system was 

designed to operate fran the MOF. 

vJhen the Controller was infonned of the plans for the new system, 

he agreed ';lith the system but did not accept the idea of establishing it 

in the MOF. He insisted that the law assigns that function to the Control 

ler. 

Since the MOF interest is that the system be established, they 

accepted the positiG~ of the Controller and \~ v~re instructed to make the 

necessary adjustrrents to the system and to design the final rules and re

gulations, reVie\1 the organizative structure and budgetary needs of the 

office. Accordingly, our expert Mr. Gregorio del Valle will cane in July 

1984 to design the regulation and the corresponding procedures, expecting 

to start with the blanket position bond system in the fiscal year 1985. 

V. TRl\NSPOR1'1\TION SERVICES 

In a letter dated February 1, 1984, the MOF requested to delete 

this activity fran the project and to use its funding for other more urgent 

activities. 

VI. PROCUREMENi' 

'The main purpose of this actlvity is to improve and accelerate 

the purchasing function throughout the Central Government of Honduras with 

the establishment of centralized controls and coupled \'lith dE-centralized 

authority and responsibility. It contemplates the analysis of the Procur~ 

ment law in force, the reorganization of the Procurement Office and the re 

vision of regulations and procedures. 
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The proposed arrerrlrrents to the Procurerrent law has not been 

considered yet by the t-DF. 

The analysis of the current organization of the Procurement Of 

fice with our recarmendations was finished (except the General Supplies 

Fum) am submitted for approval to Mrs. Cristiana N. Figueroa am Mr. 

Julio cesar Castillo, MOF Proje:ct Coordinator and Procurement Director, 

respectively. 

The draft of the regulation regarding the Agencies Purchasing 

Celegates vIas submitted to Mr. Castillo. Fran the beginning, he did not 

accept to delegate the purchases as stated in the Contract signerl.,rith 

the COHo Aften.,rard he accepted the delegations with sane arncndrr•.;;;ts to 

the process of delegation, "Jhich are going to be considered as soon as 

possible. 

We have not received any observation with respect to the Biuu.ing 

and the Emergency Purchases Regulations. 

The Regulation for the Receiving Agents is being developed by 

the consultant in charge. 

The MOF has been very slow taking action in this activity. If 

Vie receive MOF full cooperation and support, it is expected that by next 

period the reorganization is approved and budgeted, and all the regulations 

can ta)-e effect in order to start the implementation of the ne\l Purchasing 

System during 1985. 

VII. ELECTRONIC DATA PROCESSING 

A. Equipment Reconfiguration and Communications 

The objective of this task is to provide for the maximun 

utilization of the existing equipnent and for the planned expansion of the 

EDP services to absorb the lllill1ual processes to be rrcchcmj zed as a result 

c~ this I:X;velopnent Administration Project, eljrninat.ing those peripherals 

"dth no utility for MOF. 
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This task was finished in tre previous pericx:l am the 

reconfiguration is taking place on a planned schedule. 

This task Has conducted by Eng. Sergio Miranda and Eng. 

Alfonso G::>lderos urxier the dir8ct ion of Eng. A'v,ilda Blanco. 

B. Educational Plan 

The objective of this task is to conduct an evaluation of 

training needs of the EDP staff of the MOF and to design a training pro

gram to f ill those needs and also to be used in the training of new staff. 
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The Educational Plan was designed during the previous semester. 

The first course Has offered in t'iovembe:r' and December of 1983 and the program 

Hill continue as scheduled until June 1985. Most of the courses are designed 

to be conducted in Honduras, but a few or the most specialized ones will be 

offered ir. a third country. 

This task was performed by Eng. Awilda Blanco with the assis

tance Eng. Alfonso Golderos and Eng. Julio Nigaglioni. 

c. Integrated Accounting System 

This task is to define and 2stablish a common data base with 

all elements required for the ~ntegrated Accounting System. The programming 

is of the responsibility of MOr personnel. 

[)u!'in~ this period the concept1lalization of the Procedure for 

the Control dnd Accounting of Public Debt was finished, as well as the pro

cedure l'elated .o/i th the new centr'alized bank account for the GOH disbursing 

officers. 

~~()r nr,xt semester, our plans are to continue Hith the con

ceptualization of th': different procedures that make up the Integrated Ac

coun t ing System .J:; ,j '.-Ihole. The common data base Hill be established once 

all the systems ar0 implemented. 

D. rI;:H ir..mal Property S,/st0.m 

TJll~ pr'o j0.ct contemplated that a mechanized inventory control 

system Hill be d'~s j gned ,1nd imp10men ted Cit the "Contaduria General de la 

Republica" to r(~cord, control, account for and supervise t~le acquisition, 

transfers and di~;po:;ition of all Public Property. This system will be based 

on the Procedur l_':: :Cor til'..:! Control and Accounting of Pul)lic Property thilt are 

brdng jwep,tred 1,'/ Cilll' I'i.:-;cal ~~jlccialist, i·'~~. Carmen Vendrell. This task 1S 

scheduled to start un Sept 0 mber with implementation at thR beginning of next 

year. 
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E. Human Resourr.~s System 

The objective of this task is to design a computerized in

formation system in the Budget Directorate whereby all governments positions 

and employees classification salary history is accumulated to facilitate 

budgetary analysis, facil i cate ret irement accounting and control, and all 

other types of salary deductions like social security, income tax, etc. 

An analysis of the development of this task as part of the 

first evaluat ion of th(' Proj ,?ct, demonstrated that it must be restructured 

to obtain the eX\Jcct-.?d y'c!sul- ts. To those effects, a Financial Administra

tion Specialist is nO"'1 HOr'kirl!~ on it. Once ~his Specialist complete his 

anal'lsi~; 'lnd de:; i ,"1I t:;c: fTl,lnU,1l ~rocedures 'dJ. [0 the inputs, outputs and in

ternal controls, thi~,; "I~ll b~ handpd to one of our Information System 

Analy~,ts fo,-~ the conc':~ptu~lization of the automated system. 

It L n;-:!)(=ct(~d that the anal,/sis and the draft of the manual 

procedures could be finished for next period in order to start this activity 

in the beginning of next fi~cal 'lear. 

r. [v''llu<llioll a f PADS 

Th i ',3 rac;k inc 1ucles t~·~ '~'1i11Ui)t ic)n () f thp. sta ff, organ ization, 

funct ions and t'?chn i r'::J.l super'vi sion () f rfW rj i ff,~ren t Automat ic Processing 

Data Units (PAL1SI. It 3.1''':0 :includ(~s r:1<' ~Jr·i~IHr.Hi()n ,:,f :3tclndi'H'd \?,uiclelines 

for the dccur.l':nt,jr ir.'fl, tht: defioit icn ()f- :J;-'-,!'r,Jm L,,:,,~ll'-I'~ '; tr:, be IJ:-.·:d .-md t!1e 

prep,lrat ion ,'lrId or'\'lni' 11:100 of' flP)~r:l[1l l'lr] '!;:lm,nt.jl:i);l J ilr','ri r:s, 

G. Pllr'dld'~ i ng S'lstcm 

Thi'~ r'-l;;k contc>mplat:.-c" rh.:· d""sil~n]rld irnr,l('ml~r,T Jricn of a 

mechanized ~.~yst(·m (,'r' rur'chil'C'?'-:; -lnd in'1r:n ror'l ~;l'nl'r{)l>'lIr r'-l1 iZI..'ei at' thE' 

r;eneral Procllrernl'[II' (1ft;,"':,: lwl d'.."J't':n r rali7,."i dr' th(, ~,~ifJi' tri,."~ L··I'~l l'i1:.ed 

ment of this proje~r. 

This la~k will bA started as sonn ~s Activity VI is finished. 

This task is sche~ulpd for n0xt y~ar. 



CLAPP AND MAYNE, INC. 

Honduras-Development Adm~nistration Project 
AID/522-0174-C-00-3016-00 

Summary	 of Expenditures thru 
,June 30, 1984 

TOTAL EXPENDITURE 
Budget This Month 

category Amount To Date June 1984 

1. Salaries	 $ 366,262 $ 186,534.44 $ 10,451.85 

2. Fringe Benefits	 60,&78 29,856.83 1,558.57 

3. Overhead	 192,123 97,376.07 5,404.69 

4.	 Travel ancl, Transportation 74,170 40,825.74 1,498.00 

5.	 Allowances 227,566 140,019.82 9,2 44 .04 

1.,050.136.	 Other Direct Costs 5,140 12,310.62 

...7.	 Tota1Estimated Costs $ 925,939 S 506,'323.52 ~ 29,207.28 

Fixed Fee 74,076 4, ,553.88 2,226.58 

54 7,477. 4 0 
~ 

3:",5-3.36Grand Total	 $1,000,015 S 


