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SUBSECT:  Audit Report No. 1-520-87-03-N, '"Non-Federal Pre-Award Survey
ol the Higher  Education  Project with Universidad Rafael
Landivar/Quetzal tenango'

This report presents the results of a non-Federal pre-avard survey that
your Mission requested of the Higher Education Project with Universidad
Rafael Landivar in Ouetzal tenango (URL/Quetzaltenango),  The certified
public accounting {irm of Price Waterhouse in Guatemala prepared  the
report, which is Jacod January 30, 1987,

The  purpose  of  this  pre-award  survey  was (o determine  if
MRE/Guetzaltenango: (1) has sufficient administrative ability and span
of control to administer the project, (2) has presented a cost proposal
which is  current  and  eccurate and  whose  costs  are  altowable  and
necessary, (3) is Cinancially capable of performine -he project, (1) has
adequate internal accounting arnd administrative coi ol systems, and (5)
is in compliance with agrecment terms aid applicable Yows and regulations,

fn the opinion of Price Waterhouse, URL/Quetzal tenango:
== does not have sufficieat administrative ability and span - of
control to administer the project in three critical personnel

positions;

== presented a cost o proposal  which did net comply with AID
guidance;

== does not have the financial capacity to miage the project
mmless it receives cash advances from AL,

-- has an adequate  internal  control  system except  for  three
observed weaknesses



-- has complied with agreement  terms  and applicable  laws  and
regulations except that the project is behind schedule, certain
salaries are in excess of budgeted amounts, Key personnel were
hired without prior AID approval, and income Laxes are not
properly withheld from cuployee salaries,

The  Price Waterhouse  report contains 12 recommendations  to improve
RL/Quetzal tenango' s adminis(rative ability, cost proposal, internal
controls and compliace with the agreement terms and applicable laws and
regulations.  We belicve that  (hese  recommendations will significantly
mmprove HRE/Ouet zal tonango® s performance on this project.  As g result,
the  Following  recommendation  will be  included i the 01G's  audit
recommendition follov-up system,

Recommend ition No, |

We vecommend  that HSAID/Guatemala obtain from RL/Quetzaltenango ovidence
to demonstrate that it has iuplemented the recommendations in the Prico
Waterhouse aadit report,

Flease advise this office within thirty days ol the actions planned or
Tancn oo dmplement this recommend ot ion.
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January 30, 1987

Mr. Coinage N. Gothard

Regional Inspector General for Audit

U. S. Agency for Tnternational Development
Tegucigalpar, Honduras, C. A,

Dear Mr. CGothard:

This report presents the results of our pre-award survey and
review of the Higher Education Project "Apoyo al Desarrollo In-
tegral de la roblacibn Indigena Maya" (PRODIPMA) assigned to
Universidad Rafael Landivar in Quetzal tenango (URL/Quetzal tenan-
go) by USAID/Guatcmala under Cooperative Agrecment No. 520-0304.

BACKGRGUND

The Universidad Rafae! Landivar (URL) was the new alternative in
university education in Guatcmala in the decade of the 60's. 1Its
¢oal was to satisfy the demand existing for higher cducation and
to contribute to the development of the country. The University
has its central campus in Guatemala city and branches in Antiqua,
Zacapar Cuilapar Jutiapar and Quetzaltenango.

URL/Quectzal tenango was founded on January 12, 1965, as stated in
Act. No. 1 of the book of "Patronato de Estudios Superiores Her-
mano Pedro" and since that date it has provided higher education
to students living in the southwest of Guatemal a.

Currently the URL/Quetzaltenango provides cducation in the ficlds
of humanities: law, economics, business administration, cducation
and agronomy.

The URL/Quetzal tenango has the following organizational structure:

a) The Board of Directors, the highest URL/Quetzaltenango
authorityr is entrusted with administering the University and
providing academic excellence in boih Leaching and resecarch.

b)  The General DPirectors, the highest cxecutive officer of the
University is responsible for its administration and is al so
the liaiscn between the Roard and the other Offices.



¢) The Administrative Director coordinates administrative ser-
vices and logistic support for all the University's
departments.

d}  The Academic Director coordinates curr’ zular activities and is
responsible for seeing that the goals and objectives of the
University are met.

e) The Financial Director is responsible for the economic and
financial activities and also oversees the administration of
the funds supplicd to and used by URL/Quetzaltenango.

On June 19, 1986, the Universidad Rafael Landivar and the Agency
for International Development (AID) signed Cooperative Agrecment
No. 520-0304, Project of Support to the Intcgral Development of
the Mayan Population (PRODIDPMA). The udministration of this
Project was acvsigned to URL/Quctzal tenango.

The purpose of this cooperative agrcement is to strenohten Univer-
sidad Rafael Landivar in (he Highlands in order to develop and
implement an effecctive higher education progranm. preferably for
Mayan-speaking students. The program will provide such students
with financial support to aid in the successful completion of as-
sociate and/or bachelor degrees. '

The Project commcnced on June 19, 1986 with a five-year duration.
renewable for up to two and a half years more, provided there is
satisfactory compliance with the standard mandatory requirements
as establiched by A1D,

PRODIPMA Coordination is the organizational unit in charge of the
Cevelopment and exccution of all the activities related to the
Project and is responsible to the Board of Directors of
URL/Quetzal tenango.  Among the program's specific objectives are
the following:

a) Incrcasc the number of yocung people from the Highlands en-
vironment with the analytical, communication and lecadership
skills, and the technical know-how required to mecet Highlands
human resource devel opment needs.

b) Graduate approximately 266 indigenous profcssionals with
bachelor degrees. Students will major in the following
fields: architecture, agronomyr laws cconomics, business
administration: accounting, information systems, psychol oqgy s
humanities, cducations social work, mass communication,
engincering, and pol itical science.

O



c) Graduate approximately 400 indigenous technicians with as-
sociate degrees.  Students will major in the following fields:
graphic arts, vegetable production, legal interpretation, in-
ternational commerce, publicity, administration, information
systemss mass communicationss social work, education (learning
disabilities: primary ecducation, commercial science.
literatures mathematics, pedagogyr special educations, bil in-
gual cducation), production control, and political science,

d)  TIncrease by at least 40 percent the number of indigenous stu-
dents enrolled ot the Quctzaltenango caapus during the life of
the Cooperative Agreement.,

In order to carry out the Project effectively, URL/Quetzal tenango
must implement an organization consisting of an cxccutive
committee, a general project coordinator, an advisory/cevaluation
committecs anl coordinatore for the arcas of finance, personnel
services, academic prograwmss and physical resources.

The specific obicctives of our review were to determine whether:

a)  URL/Quetzal tenongo has sufficicont administrative ability and
Span of control to administer the projcct, considering its
current and for.casted vroject workload, staffing levels and
past performance;

b) the cstimated direct and indirect proposed coste for the
Project were based on the most current and accurate pricing
data availabler und reflect only those costs which are allow-
able and ncccecsary to accomplish the work;

c)  URL/Quetzal tenango is financially capable of performing the
project;

d)  URL/Quetzaltlenango's internal accounting and administrative
control systems are adequate to permit the accurate recording
of accounting data under the aqgrecement;  and

¢) URL/Quctzaltenango is in compliance with Agreeament terms and
applicable laws and regul ations.

Our revicw was performed in accordance with generally accepted
suditing stondards as well as with the U. §. Comptroller General's
"Standards for Audit of Governmental Organizations, Programs,
Activitice, and Functions” (1981 Revision).

2
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The scope of our work consisted of:

Reviewing the organizational structures, certain administrative
systems and procedures and current and propoced staffing levels
with respect to Project activity.

Reviewing the cost proposal for the Agrecment with an cimphasis on
compl iance with the guidelines provided by OMB Circular No. A-21.

Revicewing URL/Quetzaltenango's {inancial capability with respect
to Projeet dicbursements, taking in to consideration AID's 1cim-
burscrent time lay of two months.

Reviewing the internal accounting and admwinistrative control Ly S-
tems with an cmphaiis on those systems which will be utilized in
recording Project activity.

Bevicwling URL/Quetzaltenango's operations and PFroject progress to-
date Lor compl iance with Agrccient Lorms and applticable Taws and
requl atyons.

buring our work we were alert to situations or trancactions that
could be indicative of fraud, abuse and illcygal expenditures and
act s,

RESULTS OF AUDIY
tignaaement Copabilitieg

URL/Quetwaltenango dves not appear to have sufficient administra-
tive ahility and <pan of control to administer the Project at the
Twel of General Coordinator and Academic Coordinator. In
additions the position of General Dircctor of URL/Quectzal tenango
is not being filled on a full-time basis.

T (

1 (
LAY N

crosed Cogts
The cost proposal in general did not comply with the qguidelincs
cutabliched by oMB Circular Mo. A-21.

Fingnciol Copebilitics

URL/Quetzaltenango does not have the financial capability to
manage the Project unless it receives cash advances {rom AID.
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Internal _Controly

URL/Quctzal tenango's internal control systems are adequate for
AID's purpeses except as follows:

—-Inadequate accounting system Yo record Project activity.
~-Tnadequate controls over check £$igning.
- TInadequate controls oror fived ausets.

Complicoee with Adroosent Toprmg ond

Applicuable Lave and Regulations

UKL/ Quetzal tenango complied with Agrecment terms and applicable
laws and regulations cxcept as follows:

“-Progress of Project is behind schedule.

--Certaln salariecs were in excess of Project budgeted
amounts.

With recpect Lo itoms not revicow cd or testeds nothing cam2 to our
attention to indicate that URL/Ouctzaltena ngo had oot compl iad
vith Agrecwent Lerws and appl icable laws and r cqul ations,

MANAGEEENT COMMITG

HSALID/ Cactemala and UPL/Quetzalicenange reviewed this report and
were in general agreement that the report reflects
UrL/Quetsal tenango' s condition at the time of the audit work.

Howcever, TR/ Quotzal cenango was in the process of implomenting
coite ot the rocommendations in the report at the time of our [inal
discussion with them on Janunry 21, 1987, When it has tiupl ement ed
the reconmendations in this reporty, GIRLZQuetzaltenango plans to
cend a roeport to USAID/GUL Lewal a.

%// L({',Q’, /// (.,71'& Ay AL p
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UNIVERSTDAD RAFALL LANDIVAR/ QUETZ AL TENANGO
USBID/GUATEMALA PRQJFCT NG, 520-0304

REPORT ON MANAGEIDIND CAPAR L [1Y

AUDTTOR'S OPINTOY

We have performed a study and evaluation of Universidad
Raf ael Landivar/Quetzal tenango' o anagement capability for
the administration of Cooperative Agrerment No. 520--0304
with the Agency Ffor International Develaopment  (ATD) . Our
study and cvaluation included those arcas wo considered
relevant to the criteric cotabl ichod by ATD a5 set forth in
ity Statement of Work for the pro-ovard survey of the
above mentioned agreenent. Our woerk was performed in ac-
corduance with the Uniied States Compltroller Genceral's
"Stendards for Rudit of Coverament Oraanizations, Programs,
Activities, and Functions™ (1981 Revicion).

Rased on our study and our understoading of the eriteria
included in Lhe Statement of Work referred to in the
baragruph abover we believe that the Universidad Raf ael
Landivar/Onet.:/.altonango does not have the management
capobility to provide sufficient administration and span of
control with respect to Cooperative Ayrcement No.o 520--0304
at the levels of General Director, Project General
Coordinator, and Project Academic Coordinator. Our opinion
1s based on tindings No. 1 and 2 desoribed on the following
padges,

This resort is intended colely for the use of Universidad
Rafael Landivar and the Office of the Inspector General s
United Statews Agency for Internationcl Devel opiment. This
restriction i not intended Lo 1imit distribution of chis
report whichs upon acceptance by the office of the Inspece-
tor Generals ig a matter of public record.

-
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Novenber 20, 1966
Guatlemal a



UNIVERSIDAD RAFARL LANDIVAR/ QUET AL TENANGO
USAID/GUATEMALA PROJECT NQ, 520-0204

REPORT OW. MANAG EMENT CAPABIL 1Y

T. The Position of General Pirector of UML/Ouctzal tenango. Has Not
Been rilled by an Appcopriate Foll-tiae Fmployee

Condition:

The position of General Director [or UKL/Quetzal tenango has been
Vacant  since August 1986, Preventlys the Depuly Director is the
acting General Dircctor, notwithetanding that he works full time
outscide the premises and starts his daily work for
HRL/Quetzal tenango after 4:30 p. .

Criteria:

Cancgement functions in any organization arc vital for its objecc-
tives to be attained; consequentlys, positions of this importance
discharged by officers working full time are a must for adequately
liandl ing rocources at URL/Quetzaltenango and RODIPMA.

Cauceo:

The absence of the General Director is due to health problems.
E{fect:

As a conscquence of not having this key position appropriately
filled, a delay may result in adequate decision making at both the
URL/Quetzal tenango and PRODIPMA lovels thus increasing the risk of
not performing the activitices and attaining the forecasted objec-
tives and voals on a Limely busis.

Recommendat ion:

The Board of Directors of URL/Quetzaltenango should appoint a
General Dircctor as soon as possible.



UNIVERSIDAD RAFAEL LANDIVAR/ QUETZALTENANGQ
USAID/GUATEMALA PROJECT. MO, 520--0304

REPORT ON HANAGEMENT CAPARIIITY

2. The Position of Project General Coordinator Has_Not Been Filed
and_the Project Academic Coordinator Does Not Have Suffi-
cient Time to Adeguately Carry oOut Jiis Dutjices.

The Academic Director of Uh/Quetzal tenango is currently perform-
ing the function of interim Project Genoral Coordinator and al so
that of Projcct hcademic Ceordinator. in addition to his dutices
as Academic Director of URL/Ouetzal tenangors this individual al so
carrics an excecsive teaching workload.

Criteria:

Management functions in any organization are vital for its objec~
tives to be attained; contiequentlys positions of this inportance
diccharged by of ficers working full time are a must for adequately
handl ing rescurces at URL/Quetzal tenango and PRODIPMA.

Causo:

Lack of a concentrated effort to hire full-time personnel for the
above-imentioned two positions.

Effect:

We belicve that these two positions are critical to the success of
the Project. Without the effective lecadership and direction which
should be provided by these two positions, it is possible that the
ocbjectives of the program plan will not be met.

Recommendation:
The Board of Dircctors of URL/Quetzaltenango should immediately

initiate action to hire qualified perscnnel for these two
positions.
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UNIVERSTIDAD RAFAFL  LANDIV AR/ QUETZ AL TENANGO
USAID/GUATEMALA PROJECT NQ, $20-0304

BEPQRT ON PROPOSED COSTS

AUDITOR'S OPINJION

We have reviaved the cost proposal for the Higher Fducation
Projecct (PRODIIMA) related to Cooporative Agrecment No.
520-0304 between Universidad Kafael Gandiviar and the
Agency for Tnternational bDevelopament (AID) to be managed by
the Universidad Rafael Landivar/Quetzaltenango
(URL/Quetzaltenango).  Our review was made in accordance
with applicable guidelines included in Ong Circular Ho. A-
21 (Principles for Deterwining Costs Applicable to Grants,
Contracts and Other Agrcements with Fducational
Institutions), FAR 21.3 (Contracte with Fducational
Tnstitutions) AW tandbook 14 (Fart 731 - Contract Coot
Principlces and Procedures and Subpart 731.3 - Contract g
with Educational Insticutions) and the Comptroller
General's "Standards for Audit of Governmental
Organizations, Programs, Activities, and Functions® (1981
Revicion).

The purpose of our reviow was to delermine compl 1ance of.
the above-mentioned cost propoesal with the following
general guidel ines:

1. Dircct ond indirect costs are based on the most current
and complete pricing data available.

All included costs are a rowable, rcasonable and
NeCessary.

N

3. The ovcerhead rate, if any, 1s rceasonable and in agree-
ment with the contract terms.

4. Employce salary and widge plans and proposed escalation
factors arc reasonablc.

5. Pringe bonefit plans are reasonabl e.

Based on our rovicws we Lelicve that in general Universidad
Rafael Landivar did not comply with the above guidelines.
Our opinion is based on the findings described on the fol-
lowing pages.



UNIVERLIDAD RAFARL  LANDTVAR/ QUETZ ALTENANGQ
USAID/GUATEMALA PROTECT NQ, 520-0304

REPORT. ON PROPOSED COSTS rOR JIGUHER FOUCATTON  PROJKCT

AIDTTOR'S OPINION

This report is intended solely for the use of Universidad
Rafael Landivar and the Office of the Inspector General.
United States Agency for Tnternational Development. This
restriction is not intended to 1imit distribution of this
report whichs upon acceptance Ly the Office of the Inspec-
tor Genecral, is a matter of public rccord.

)
/ . 77‘-—
S / /A

Novaember 20, 1986
Guatemal a
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UNIVERSIDAD _RAFAEL_LANDIVAR/ QUETZ ALTENANGOQ
USAID/GUALEMALA PROTECT NO.. 520-0304

REPORT ON_PROPOSED COSTS
1. Certain Components_Do Not Contain Sufficie nt_Specific Detail
for_ A1l Ttems_ in_the Budget

Condition:

Our review of the different components of the cost proposal dis-
closed the following:

-=-Component No. 1 "Institutional Support™ contains items with
high costs, without specific detail of the related expendi-
ture included therecin. These items are listed below:

Ttem Amonpt
Laboratories - General Q 362,500
Reproduction machinery 333,500
Reproduction matcerials 1,305,000
Agricul tural Sciences Laboratories 582,610
Books : 781,062
Purchase of land for agricultur-

al experimentation 162,400
Q3.527.072

The above total equals 24% of the total project
financing.

--Component No. 11 "Special Programs" includes Q98,600 for
acquisition of materials, books and office fixtures, but no
specific details rcgarding how such items will be supplied.

--The cost proposal also includes Q226,000 for purchase of

Electronic Data Processing cquipment without providing
details.

Criteria:
The cost proposal should contain sufficient detail of the goods or
services to be purchased to permit appropriate expenditure

control.

Cause:

We were informed that the cost proposal was prepared in a hurried

manners thus it includes gencral estimates for certain expenditure
ltems.



UNIVERSIDAD_RAFAEL LANDIVAR/ QUELZ ALTENANGO
USAID/GUATEMALA PROTECT _NO._520-0304

REPORT .ON_PROPOSED COSTS

Bf fect:

Officers working on the project will not have guidance as to the
goods and/or secrvices that should be acquired. We believe that
not having a clear understanding of the nature and scope of the
Project will limit its probabilities for success.

Recominendation:

A Committee should be formed to definc as soon as possible the
goods and scrvices that should be acquired for the components pre-
viously described. The Committee should include the General
Coordinators, the Finance Coordinators, the Physical Resources and
Services Coordinator and the officer in charge of the component in
question. The revised cost proposal should be resubmitted to AID
for approval.

2. Rent for Library Building Appears_Excessive

Condition:

The Component "Institutional Support" includes Q469,800 for the
payment of rent for a facility to house a library. This amount is
cquivalent to a monthly rent of Q5,220 for 90 months.

Criteria:

This amount appears to us to b~ excessive for the Quetzal tenango
area.

Cause:

We were informed that the cost proposal was prepared in a hurried
manner, thus it includes general estimates for certain expendi-

tures items.
Effect:

Should the building in question be rented at such a high cost,
URL/Quetzal tenango would not be in compliance with sections C-3
and J-33 of Circular No. A-21 with respect to the reasonableness
of rental costs for buildings.

Recommendation:

This rental amount should be reviewed as to reasonableness and
resubmitted to AID for approval.

- 13 -



UNIVERSIDAD RAFAEL LANDIVAR/QUETZ ALTENANGOQ
USAID/GUATEMALA. PROJECT NO, 520-0304

REPORT ON_PROPOSED_COSTS

3. [Escalation Estimates Are Not Tncluded
Condition:

Component "Costs of Participants in the Program” includes
Q5,512,285 for subsistence costs of program students. A monthly
cost of 0200 per student without any cscalation has been alloted
for the 7.5 ycars of the Project. Also no escalation factors have
been considered for salaries and wages,

Criteria:

The cost of living is not likely to remain constant every year:
thus a fixed subsistence cost of Q200 per month per student for
the duration cof the project does not appear reasonable. The same
applies to cmployee compencsation.

Cause:

Apparentlyr, ecscalation factors were overlooked in preparing the
cost proposal.

Effect:
The program will be facing financing problems with the present
cost allocation for the items discussed above. Cost of living in-

Creases are anticipated for the future.

Recommendation:

These cost items should be reviewed and resubmitted to AID for
approval.
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UNIY ERSIDAD _RAFAEL_LANDIVAR/QUETZ AL TENANGO
USAID/GUATEMALA PROJECT NO. 520-0304

REPORT ON_FINANCTIAL_ CAPAB 1L 1Y

AUDITOR' S QPINION

We have performed a pre-award survey of Universidad Rafael
Landivar/Quetzaltenango (URL/Quetzaltenango's) financial
Capability to manage Cooperative Agrecment No. 520-0304
with the Agency for International Devel opment (AID). Our
work was performed pursuant to AID's Statcment of Work for
the pre-award survey of the above-mentioned agreement and
in accordance with the United States Comptroller General's
"Standards for Audits of Governmental Organizations,
Programs, Activities, and Functions™ (1981 Revision). Our
work included: to the cxtent we considered nccessary:s a
review of URL/Quetzaltenango's unaudited {inancial state-
ments as of September 30, 1986, cash on hand and lines of
credit, estimated revenues and expenses for the first four
months of 1987, the Project's 1987 budget: other
URL/Quetzaltenango projects which may require funds, and
proposed counterpart contributions.

Based on our review, as described abover we believe that
Universidad Rafael Landivar/Quetzal tenango does not have
the financial capability to manage the above-mentioned
agreement since its financial resources are insufficient to
provide for the Project's operating expenses unless it
receives cash advances from AID.

This report is intended solely for the use of Universidad
Rafael Landivar and the Office of the Inspector General.,
United States Agency for International Development. This
restriction is not intended to limit distribution of this
report whichs upon acceptance by the Gffice of the Inspec-
tor General, is a matter of public record.

),
% Lex Womde

November 20, 1986
Guatemal a
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UNIVERSIDAD. RAFAEL _LANDIVAR/ QUETZ AL TENANG O
USATD/GUATEMALA PROJECT NQ,. 520-0304

MEMORANDUM ON FINANCIAL CAPABILITY
Our review of URL/Quetzaltenango's unaudited financial statements

as of September 30, 1986 disclosed the following:

1. Net current asscts amounted to approximately Q12,000.

o
.

Cash in banks, excluding a construction fund of @101,000, was
in an overdrawn position of approxinately @3,000.

3. Fixed assets totaled approximately Q481,000.
4. URL/Quetzaltenango's Fund Bal ance was approximately Q603,000.

5. For the nine months c¢nded September 30, 1986, expenses
ecxceeded revenues by approximately Q9,000.

University officials informed us that UBL/Quetzal tenango does not
have lines of credit and that wheh UPL/Quetzaltenango runs short
of cashs it utilizes the construction fund. We were also informed
that URL/Quetzaltenango docs not have any other projects which may
require funding.

Fased on financial data provided by URL/Quctzaltenangor it appears
that the first four months of calendar 1987 will provide a cash
flow of approximately Q82,000. During the same time period the
Project's budget requires: on an annualized basis, cash disburse-
ments of approximately Q1,280,000.

Cur review of URL/Quetzaltenango's propoced counterpart contribu-
tions disclosed that such contributions will consist of personnel.
cducaticnal materials and cducational facilities and thus will not
provide cach.
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UNIVERSIDAD RAFAEL_LANDIVAR/QUETZ AL ‘'ENANGO
USAID/GUATEMALA PRQIECT_NOQ, 520--0304

REPORT ON__INTERNAL,_ CONTROI,S

AUDITORTS QPTNTON

We have performed a pre-award study and evaluation of the
internal accounting and administrative control systems of
Universidad Rafael Landivar/Quetzaltenango (URL/Quetzal te-
nango) in connection with its Cooperative Agrecment No.
520-0304 with the Agency for Inte national Development
(AID). The purpose of our study and evaluation was to
determine the adequacy of the control systems to record
transactions under the Agrecement. Our study and cvaluation
was performed in accordance with the United States Comp-
troller General's "Standards for Audit of Governmental
Organizationss Programs, Activities, and Functions" (1981
Revision' and pursuant to the criiteria establiched by AID
as set forth in its Statement of Vork for the pre-award
survey of the Agrcement and was limited to an cvaluation of
cash disbursements, accounts rcceivabl o purchaces, assct
protcction and reporting.

The management of URL/Quetzal tenango is responsible for es-
tablishing and maintaining the internal control sy stems
used in administering the program applicable to the above-
mentioned Agrecment. Im fulfilling thuat responsibility,
estimates and judgments by management are recquired to
aesess the expected benefits and related costs of control
procedures. The objectives of the internal control sy stems
used in administering this program are to provide manage-
ment with reasonables but not absoluter assurance that,
with respect to agrcement rcquirements, recource usc is
consistent with lawss requlations, and policics; recources
are satcguarded against waster loos, and misuse:; and rel i-
able data arc obtained, maintained, and fairly disclosed in
reports.

Because of inherent limitations in any cystem of internal
accounting and administrative control, errors or ir-
reguiarities may occur and not he detected. Al so. projcc-
tion of any evaluation of the syctems to futare periods is
subject to the risk that procedures may become inadeqguate
because of changes in conditions: or that the degree of
compliance with the proccedures may deteriorate.
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REPORT ON_INTERNAL _CONTROLS

AUDITCR'S OPINION

Based on our study and the criteria referred to in the
first paragraph of this report we believe that
URL/Quetzaltenango's control systems are adequate for AID's
purposes, cxcept for the conditions described in findings
Neso 1 and 2 which we believe result in nore than a rela-
tively low rick that errors and irregyularities in amounts
that would bLe material to the Program may occur and not be
detected within a timely period.

In addition to these weaknesses, other conditions of lesser
significance were noted. Our rccommendations for improve-
ments 1n these arcas were included in a separate report
submitted to URL/Quetzal tenango.

This report is intended telely for the use of Universidad
Rafael Landivar, and the Office of the Regional Inspector
Generals United States Agency for International
Developaent.  This restriction is not intended to 1imit
distribution of this rcport which, upon accceptance by the
Office of the Inspeclor General, is a matter of public
record.

/ZL .c,A C(/(fézw(o«,w

November 20, 1996
Guatemal a
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DESCRIPTTON QF_TNTERNAL _CONTROL _SYSTEMS

A description of the internal accounting and administrative con-

trol systems reviecwed by us is presented bel ow:

CASH_DISBURSEMENTS

1. The adwministrative manager counts and inspects goods or Aap-
proves services received. If everything is in orders he signs
the vendor invoice and prepures a "check request”.

2. The cashier prepares vendor checks based on "check rcquests”
and vendor invoicer hoth received from administrative manager.

3. The financial dircctor, or in his absence another authorized
persons signs vendor checks received from the cashier after a)
matching the check with vendor invoice ond b) reviewing the
payment for vrecuasonaeblencess and compliance with tax
requircements. Sce finding No. 2 for a weakness noted.

4. The cachier reccives vendor checks signed by financial direc-
tor and keeps them until collected by vendor.

5. The accounting departwment receives, at the end of the month,
copies of all vendor checks and cancelled invoices and
prepares accounting entrics.  These entries are then recorded
in the general ledger.

RECOVERY OF ACCOUNTS RECEIVAR]LE

URL/Quetzaeltenango records its income on a cash basis; therefores
no accounting system controlling outstanding receivables exists.
Howevers the cash department keeps an informal current account by
student and ensures that at the end of ecach cemester the student
is current. with his tuition. It {he student is not currcnt, he is
not alleved to take his final coxams.

PURCHAS S

1. The requisitioning person initiates the request for goods or
servicess orally or in writing.

2. The administrative director approves the purchase after
cvaluating a) the need for goods or services to be purchased
and b) the availability of cash {funds for the related
purchase. :
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DESCRTIPTTON OF TINTERNAL . CONTROL. . SYSTEMS

3. The administrative dircctor makes purchases from known
vendors. When a purchase relates to new qgoods or services
the administrative director tries to obtain the best possible
price and quality from vendor.

ASSET EROTRECTION

No formal control procedures existed at the date of our
evaluation. Howeverr a physical inventory is taken on an annual
basis tagging all items acquired during the current period. In
addition, subsidiary records by individual item have been started
for control and comparison with physical count. Sece finding No. 3
for weaknecses noted,

REPORTING
The accounting system generates the following information:
--Balance checet

--Statcement of income and cxpenses (current month and year-
to-date)

-~Comparison of actual operating results with budget (current
month and ycar-to-date)

The administrative/academic system gencrates information related

basically to certification of courses takens grades: library
reports, ctc.

- 20 -
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REPORT _ON. INTERNAL _CON'TRCL S

1. Accounting Zor the Project Appears Inadeguate.
Condition:

URL/Quetzaltenango's accounting records do not adequately identify
the source and application of funds provided by AID for PRODIPMA.

Criteria:

Cooperative Agrecement No. 52(G-0304 requires cffective control and
accountability for all funds.

Cause:

In the past URL/Quetzallenango did not have projects for which a
separate accountability was required.

Effect:

There may be a loss of control over Project funds.

Recommendation:

URL/Quetzaltenango should redesign its accounting system to
provide the rcguired control. We suggest that a fund accounting
system be impleomented whereby scparate accounts are maintained to
insure observance of Agreement terms, accountability, and control

over Projecct funds.

2. ALl Checks Bhowld Have Pvo Siunatures and Fewer_People. Should
Re_dllowed to Sian Cheocks.

Condition:

URL./Quetzaltenango's checks require only one signature.
Currently, scveral levels within the organizational structure of
URL/Quetzal tenango have authorized signatures.

Criteria:

Good controls over checks require that:

--all checks should have at least two signatures to increase
contro.,. over disbursements, and that

--URL/Quetzal tenango chould 1limit authorized signatures to
certain levels within its structure.

- 21 -


http:AcQ'Vi.Qng.Qr

UNIVERSIDAD RAFAEL LANDIVAR/QUETY ALTLNANGQ

USAID/GUATEMALA_PROJECT_NO. 520-0304
REPORT ON INTERNAL_CONTROL

Cause:

The above procedure has been in existence for many years.
Effect:

There may be a loss of control over disbursements.

Recommendation:

Checks should only be signed by the General Directors the Finance
Director and/or by other officers with similar standing and all
checks should required two signatures.

The management is taking the nececsary steps to correct this mat-
ter in the PRODIPMA bank account.

3. Control Over Fixed_ Assets are Weak
Condition:

URL/Quetzaltenango does not have an adequate system to properly
safcguard its fixed assets.

Criteria:

All fixed assets subject to capitalization should be controlled
from the time they are purchased.

Cause:

Currently, URL/Quetzaltenango takes a physical inventory of fixed
assets at year-end. This inventory forms the basis for the sub-
sidiary ledger. The general ledger control account is not recon-
ciled to the subsidiary ledger.

Effect:

There may be a loss of control over investment in capital items.
Under the current system it is very casy for items to be lost.

Recommendation:

We recommend that:

-=A policy for capitalizing fixed asscts should be defined
and implemented,

--Al1l individual assets should be identified with a numbered
tag on a timely basis when acquired.

- 27 -
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--A comparison of a periodic physical inventory of fixed as-
sets with the subsidiary ledger should be made. Sig-
nificant differences should be investigated.

The management is taking the necessary steps to correct these
weaknesses in connection with PRODIPMA asscts,
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REPORT _ON_COMPL IANCE WITH. AGREEMENT TERMS A ND_APPLICABLE
LAWS AND_ RBGULATIQONS

AUDITOR'S OPRPTNION

We have performed a study and evaluation for compl iance
with agreement terms and applicable laws and regulations
with respect to Cooperative Agreement No. 520-0304 between
Universidad Rafael Tandivar, and the hgency for Interna-
tional Development (AID) signed June 19, 1986, Our study
and evaluation was performed in accordance with the United
States Comptroller General's "Standard's for Audit of
Goverrmmental Organizations, Programs, Activities, and
Functions" (1981 Revision).

The management of URI, is responsiole for URL/Quetzal tenan-
go's compliance with terms of the above-mentioned Agrecment
and applicable laws and requlations. For purposes of our
Study we reviewed and/or tested the following matters re-
lated to the ¥rojcct:

1. Progress otf the Project thru November 18, 1986, compared
to activities programed for commencement and/or compl e-
tion as of that date as included in the Project Plan.

2. Payrolls.

The results of our study indicate that, for the items
revicwed and/or tested, URL/Quetzaltenango complied with
agreement terms and applicable laws and requlations except
as described in findings Nos. 1 to 4. With respect to
items not reviewed or tested, nothing came to our attention
to indicete that URL/Quetzal tenango had not complied with
Agrecment terms and applicable laws and regul ations.,

This report is intended solely for the use of Universidad
Rafacl Landivar and the 0Office of the Tuspector General,
United States Agency for International Devel opment., This
restriction is not intended to limit distribution of this
report which, upon acceptance by the Office of the Inspec-
tor General, is a matter of piblic record.

/éia Wolldyone.

November 20, 1986
Guatemal a

-
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1. Progress of pr oject _Thru_November 18, 1986
Was_Behind Schedule

Condition:

Our review disclosed that the development of the activities in the
following areas had fallen behind the Project Plan schedule:

a) A General Coordinator has not been hired.
b)  Institutional support cquipment has not been purchased.

¢) Promotional materials have not been repcoduced and
disseminated.

d) Professional staff to teach core courses has not been
hired.

Criteria:

A large percentage of the logistical~administrative aspects of the
Project should be implemented prior to the start of the school
year on January 17, 1987 as this was pPlanned to be the initial
semester of the Project.

Cause:
Thc lack of progress has resulted primarily from the following:
--The General Coordinator of the Progiam responsible for in-

itiating all necessary efforts to accomplish short-term
goals has not been appointed. An interim Director has been
hired on a part-time basis.
"URL/Quetzal tenango does not have the financial capability
to meet heavy fund commitments, primarily for acquisition
of equipment.

==~The institution lacks knowledge of how AID'S reimbursement
system functions.

~—There is no detailed cost broposal as discussed in finding
No. 1 of our report on proposed costs for the Project.
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Ef fect:

Having fallen behind schedule in meeting short-term Project goals
will cause a hecavy work load on the staff of both the University
and the Project for the balance of the period prior to the 1987
school vyear. It is possible that as of January 17, 1987 the
Project will not be at the planned level of development.

Recommendation:

For the project to attain the desired level of progress the fol-
lowing actions should be adopted:

~—Appoint as soon as possible the General Coordinator of the

Program. lis work schedule should be similar to other
Project staff.

—-~The Project and Evaluation Committee should meet as often
as possible until the project has attained the level ini-
tially programed.

s_Charaged to the Project ere in

2. Salarie
Excess of _Auwounts_in Co st_Proposal

I
2 XCQ
Condition:
Salaries paid to the Resident Psychologist and the Technical Su-
pervisor (Component No. 4) of the Center for Selection and Orien-
tation amount to Q1,000 monthly for each. Budgeted amount for
each position is @600.

Criteria:

Salaries of the above mentioned cmployees should agree with the
Project budget.

Cause:

The above situation is due to the fact that the employees in ques-
tion are professionals and must work full time for the Project,
and that a monthly salary of Q600 is below the academic level.

Effect:

The budget for payment of professional personal services on a per-
manent basis for the Orientation and Selection Center component
could be exhausted after “pproximately 5 years and 4 months.
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Recommendation:
The budget for personal services applicable to this component
should be evaluated and appropriate changes should be introduced
therein according to the actual needs of the Project. The changes

should be submitted to AID for its consideration and approval.

3. Key_Proj ect. _Personnel Were Hired Without
Prior Approval From AID

Condition:
The following Project personnel was hired as of Auqust, 1986:
-—Interim Project Coordinator
--Finance Coordinator
--Staff Devclopment Coordinator
~~Physical Resources and Services Coordinator
The above were hired without the written approval from AID.
Criteria:
According to section G of Annex 2 to the Agreement between URL and
AID, the University, prior to appointing staff for the key posi-

tions described above, should submit to AID for approval the names
and resumes of at least three candidates for each position.

Cause:

The above situation results from the fact that the authorities of
URL/Quetzaltenango do not have experience in handling projects
financed by AID.

Effect:

AID may reject these charges thus causing URL/Quetzal tenango to
absorb the charges as its own expense.

- 27 -
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Recommendation:

URL/Quetzaltenango should discuss this matter with AID ang obtain
approval of the personnel hired. For positions not approved by
AIDs URL/Quctzaltenango should initiate personnel searches follow-
ing the establ ished procedures.

4. URL Que tzaltenango_Has Not Withhel d _TIncome
Taxes From Employee's Sala rics

Condition:

At present, URL/Quetzaltenango is paying salaries and fees to both
their administrative and teaching staff without income taxes being
withheld from the amounts subject to tax.

Criteria:

Pursuant to section 5, of Executive Order No. 570-83 - Regul ations
to the Income Tax Law Amendments, non-profit organizations are
withholding tax agents for the Government.

Cause:

Since URL/Quetzal tenango is exempt from taxes and because the 1law
has not been correctly interpreted, it has been assumed that
URL/OQuetzaltenango should not Legister as a withholding tax agent
at the Internal Revenue Office (Direccibn General de Rentas
Internas).

Effect:
Failure to withhold taxes may result in:
~-Payment of fines up to 10% of the related withholdings.

-—Interest charges up to 18% (4% Plus the prevailing interest
rate charged by the banks), computed on the related with-
holdings from the date when the withholdings should have
been made until actual payment thereof.

--Risk that the tax office may attempt to collect from
URL/Quetzaltenango the amounts assumed to have been with-
held and not paid by the employces.

--Risk of a suit from the tax officer, which may result in
legal attachment of some of the URL/Quetzaltenango's
assets.
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Recommendation:
We recommended that URL/Quetzaltenango should:
--Register as a withholding tax agent with the Tax Office.
~--Withhold income taxes from the salaries and fees subject to

tax and paid to staff, and pay the corresponding amounts to
the Tax Office on a timely basis.
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REPORT DISTRIBUTION

No._of Copics

Director, USAID/Guatemala ' 5
AAA/SER 5
AA/LAC 1
LAC/CAP/G 1
M 1
LAC/CONT 1
LAC/DR 1
LAC/DP 1
IG 1
D/IG 1
IG/PPO 2
IG/1.C 1
[G/EMS/CER 5

RIG/As 1



