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TO :)/USAIl)/Gimatemiala, Anthony ,auterucci 

RZl 	 RI[(;/A/T, Coinage N. Gotlhard, Jr. 

SI JIWWC': 	 Audi t Report No. 1-420-87-03-N, "Non-Fede ral Pre-Award Survey
of the Ilii ll.ir lrdli i I i oi lProject wtith llniversidad Rafael. 
Land i var /Qiu, z;t I teianigo'' 

This report presents the results of a non-Federal pre-award sIrvey that 
your Mission requested of the Iligher Eiducation Project with llniversidad 
Rarfael latli var in Quetzalt0aiio (I RL/(ue t zaltenarin) . iheC tified 
publ ic accounting tino WaterlouseFin Price in (;altimul a prep r'e, I the 
re)ort, which is OW, .JArntrry 30, 1987. 

Tue tlpl)OSe or this lpre-wrdt- slrvv was to de term,ine if 
M L/Qtet z8 ten=Vn o: (1) ha=; stfficien t uhnit ahi Iiyy spaninistrat ire zutld 
oC coatrol to admhinister thee lroject, (2) I,s p1i.050t (,ld a co ; propo'l

tlh ich iS 'IIC [ I ;:t C 'II' a"ll( I w o",' are ;I I I (ow 1)l ,1( aand I(. os tS 
necess ary, (3) is I-iaInI ci ally calsil) . of i lerl0o1iin: -lie project, (4) Ias 
ddcqutl ltoI(!rlal accountI in11 adiniist t i IV'cOI01 0atvl l o sysemls, and1 ( )
is ini 20flnp Onlce wIi t dgrcmilUt termsi and al 1Cl)r' 1(1tulirq; :ions.W~b an 

In tle opinion of Price W torhoune, MLRI,/QurI'l I i y',): 

--	 ,does not have stitlicieat atdii isl Ct ive abii ty ;an, spau or 
con(itrol to adimi istoru the Iroject in 	 throe0, cri i cal personnel 
osit iois; 

--	 presentrl d Cost proposal which did not conqly with All) 
guidance; 

-- does w1t ImV the fIinancial capacity to Iiw. l~C tle project
Inless it receives casht a(Vaices rlomlA10; 

has an ;clvtpLi to inLe n1 I contr'ol system e'vcept for three 
obseluvet weakiesss; 



aIs coi)lp! iml i tl aIgrCCevi1ent terms anl appl icahl laws aLd
rqglI atio:s exce.pt fiat tlie )roject is behind sclhedule, cer itains::alaie s art' I{,in e'xces of b"dge ted aiuonIO key personniel1 were
Ili re(!d wi f.Iiout prior AlI) approval, arld income taxes alr-e not 
properly wIithheld Irom .11jl)[)eU. sau 1 ri(s. 

The Price Wa te rhou report con1 ta i; 12 leuhll.
Ise i o a t i ols to i iiljro\,e11RL/R t.z I tol:ango'.; uhuinistr C ;iveability, cost proposal, iW ernalCOll ( ol s Iuni colip[I i:lll e %4itI1 t 11' a"l eeilt:: t : r s aind app'l i cah le laws :ndregL1 ions,. lot I ieve Ori tHese reconmumenda I ions ill s ip if ican tlV 
imlpr'Qove I l. . ,al. i,,,ugn'po l' illance Oil ,lis projec t. A\she fl ,igj i ro otiiuuieiid:AI ion will I)o inui in 

a result,.,ded
F I :Ir(tl'kI I ill I', I I ow'-llop the 01 ('s auditt cml. 

ITU liIir'Ilii n01 1 sysa. 

We recoti eif,! thaIt I! Loua InNM041)/(; o).tain from IJL/Quetza;lterango evidence 
to ,ldcn:I u ra te hil it ha ii plcIeite the recoJnI(Ld;itions in (ihePrice 
it -,I~nIS. report.iidiL 

!'lei ' thuil.:';1'e -ai ofrfico within thuirty days of the actions planned or 
7d 'r-to iimpklemuueiI this rcOiuIC~tl,l l.tion. 
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January 30, 1987
 

Mr. 	Coinage N. Gothard
 
Regional Inspector General for Audit 
U. S. Agency for Int:ernational Development 
Fegucigalpa, Honduras, C. A.
 

Dear Mr. Gothard:
 

This report presents the results of our pre-award survey andreview of the Higher Education Project "Apoyo al Desarrollo Integral de la Poblacibn Indlgena Maya" (PRODIPMA) assigned to
Universidad Rafael Landivar in Quetzaltenango (URL/Quetzaltenan-
go) 	by USA]D/Guatemala under Cooperative AgrcemenLt 
No. 	520-0304.
 

The 	 Universidad Rafael Landivar (URL) was the new alternative in
university education in Guatemala in the decade of the 60's. Itsgoal was to satisfy the demand existing for higher education andto contribute to the develoynoet of the country. The University

has its central campus in Guatemala city and branches 
in Antigua,

Zacapa, Cuilapa, Jutiapa, and (uetzaltenango.
 

UP/Ouetzaltenango was founded on January 12, 1965, as stated in

Act. No. 1 of the book of "Patronato de Estudios Superiores iermano Pedro" and since that date it has provided higher education 
to students living in the soulhwest of Guatemala. 

Currently the U]l,/Quetzaltenango provides education in the fields
of humanities, law, economics, business administration, education 
and 	agronomy.
 

The 	 URL/Ouetzaltenango has 	 the following organizational structure: 

a) 	 The Board of Directors, the highest UR'L/Ouetzaltenango
autLority, is entrusted With administering the University andproviding academic excellence in both teaching and research. 

b) 	 'The General Director, the highest executive officer of theUniversity is responsible for its administration and is also 
the 	liaison between the Board and the 
other Offices.
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c) 	 The Administrative Director coordinates administrative services and logistic support for all the University's
departments.
 

d) 	 The Academic Director coordinates curr*:ular activities and 	 isresponsible for seeing that the goals and objectives of the
University are met. 

e) 	 The Financial Director is responsible for the economic andfinancial activities and also oversees the administration ofthe funds supplied to and used by URL/Quetzaltenango. 

On June 19, 1986, the Universidad Rafael Landivar and the Agencyfor International Development (AID) signed Cooperative AgrecientNo. 520-0304, Project of Support to the Inte(jral Development ofthe Mayan Population (PIoI()IPMA) . The idmIni stration of i hisProject was assigned to URL/Ouetzaltenango. 

The 	 purpose of this cooperative agreement is to strenghten Universidad Rafael Landivar in the lighlands in order to develop andimplement an effective higher education program, preferably forMayan-speaking students. The willprogram provide such studentswith financial support to aid in the successful completion of as
sociate and/or bachelor degrees. 

The 	 Project commenced on June 19, 	 1986 with a five-year duration,renewable for up to two and halfa years more, provided there issatisfactouy compliance wit~h the standard mandatory requirements 
as established by AiD. 

PRODIPMA Coordination is The organizational unit in charge of theevelopment and execution of all the activities related to theProject and is responsible to 	 the Board of Directors ofURL/Quetzaltenango. Among the program's specific objectives are 
the following: 

a) 	 Increase the number of young people from the Highlands environment with the analytical, communication and leadership
skills, and the technical know-how ruluired to meet Highlands
human resource development needs. 

b) 	 Graduate approximately 266 indigenous profeussionals withbachelor degrees. Students will major in the followingfields: architecture, agronomy, law, economics, businessadmini stration, accounting, information systems, psychology,humani ties, education, soc ial work, mass communication,
engineering, and political science. 

-2 



c) Graduate approximately 400 indigenous tehnicians with associate degrees. Students will major in the following fields:
graphic arts, vegetoble production, legal interpretation, international commerce, publicity, administration, iniformation
systems, mass communications, social work, education (learningdisabilities, primary education, commercial science,

literature, mathematics, pedagogy, special edicition, bil ingual education), production control, and political science. 

d) increase 1y it least 40 percent tho number of indigenous st udnts enrolled ,t the Oucta] tcnango ca ,pu1s (durinrg the life of 
the Cooper:ative Agreement.
 

In order to carry out the Project effectively, URL/Ouetzaltenango
must implement an or'ganization consisting of an executivecommittee, a goecal project coordinator, an advisory/e\,'aluation
CO it ttIt e. , an.] cuordinator!r: for the areas of finance, pers;onnel
services, academic prograiws, and physical resources. 

]VSlAi)I ''_,GJ I( tN GCOP) 

The spt ecific obje:ctives 
of our review were to determine whether:
 

a) !,iOwet:':a. tii.nbo hashai 'uffinin[t- administrative ability and 
span of control to acd inist:er the project, considering itscurront and for.:casted project workload, staffing levels and 
past per formance; 

b) the est i iadLo direct and indirect proposed costs for the
Project were based on the most current and accurate pricingdata available, and reflect only those costs arewhich allow
able and ,ec.ssary to accomplish the work; 

c) J]RI,/Oetlai tenango is financially capable of performing the 
proj ect; 

d) UPL,/Oluetz al tenango' s internal accounting and administrative 
control systems are adequate to pormit the accurate recording

of accounting data under the agreement; and 

e) uPL,/ oue tz al tenango is in compliance with Agreement terms and 
,rpl ica ].e 1 .," and regulations. 

Our revi cw %,,a;performed n accordance with generally acceptedauditing tan(la rds as as the U.well ;ith S. Comptroller General's"Standird.a for Audit of Governmental Organizations, Programs,rAct iviti ., and Functi ns" (19 1 K,vision). 
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The scope of our work consisted of:
 

Ro'viewing the organizational structure, certain administrative 
systems and procedures and current and proposed staffing levels 
with respuct to Project activity. 

Reviewing the cost proposal for the Agreement with an emphasis on 
compi liaIlce with thLe guidelines provided by OM.B Circular No. A-21. 

Reviewing 11R1,/ Quetzatt'mango.< financial c pa)ility with respect
to Project d i:t liflf, t takakn,gjig ii-o ict ,,id.,oration AID s lei 
bursc:rint Lime lag of two mont-hs. 

Rov i(w ing the inteornal accoining ,and adwinjsi.tative control sys
tems with an ,uiphla; is on those .;yt! ems wlicih will be utilized in 
rocordinq Pr-oject ,lct. ivi ty.
 

P PJ,/ t
.R.iCW jig ( tV,al t - niigo' .; operati ons and Pr oj oct pr ug ross to
(.Ute for coil i-ice w ii Agc titliiiaeI it tomiii ] app ic~tli o ] aws and r {'. liu1 a t~ i 

D-iring our work we wore aleOrt to SiLtuitiOliu or transactions that 
coul d he indicaiLive of fraud, alhuqe and illeg.al e::penditures and 
act s. 

URL/Quet"l t<rnano does not appear to have sufficient administra
tive l-ility and span of control to administer the Project at the
]l..vel of (,cneral Coordinator ind Academic Coordinator. In 
ac i t i;n, the position of General Diiector of URL/OQetzal tenango 
is not KI]ng fillud on a Cull-time basis.
 

The cost !qiopo sal in general did not comply with the guidel ines 

tab].i.hd by OMB Circilar No. A-21. 

Ri r!lnCI. ol CP oc JM I I Vic_& 

URI,/Quotial te anogo does not have the f inancial capab ility to 
manage 
the Projoct unless it recoives cash advances from AID. 
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Ilt r _Co1Ilt r ol ?VLn-. 

URL/kOueLzal tenanyo' s interia]. control systems are adeq ua te for 
AlD'a puJrpqse; except as follows: 

-- ]nrlaid te accounting system to record Project activity. 

lnadeqtUate controls oVOr check s;lging. 

-]n(id(.d(,k'le coil rols O ,ar fixed J2 ets. 

Co(pe .xl lcc 'i th A i k(i '.Lt. T. LTS o flfi 

U1<,/OtU.0ttia] ,PuvaOdcompi ied with Ag- ocunt terms and applicable 
]law,,S and r gtl at ions ecoept: a~ fol]ows: 

.. Prour,-.ss o P'roject is behinud schedule. 

-- Cert a in a] a r w( orein exceiss of Project budgeted 
a-i lunt s. 

With rorwK.t P. = rvi or tu touns lot twed te,d, notiling tamv our 
at: ntinil licn-u 1!Pl/ ,ott(, ii t aL ,)lltL al CoIJIicjo had Il.l ctaup
with Agr,, c:,nt :; an d. ,Uji( iaidI e I,:,., anad r:ugulati:ons. 

i1SA 1D,' (' , trind a aind 111,/Ouelzia I clnanq, reviewed this report and 
We, r c, i i i e I " cr Hi 0 t t. e r e p o rc 0:r 11 n t h a t tg r1 , h r e f I (1c t s
UiA,!/ al. lit-, o'011 t -, co lli ti on at the time of the audit work. 

OW(ev ( C, CIL!,' t.z al Lena iio ias the ,;s jinplm nt.ing
vPr,/ 
 in pr:c of

::oi.e uf tle rccoi,,:iidtio n:2 in the 1cp rti ,at: tht Lime of our final 
iiscus::i; n with tihem onl Jain 21, 1 9H7.-iy 
 Wh n it has im]IdementLcd
the rews:, l , it vs in tt hin t-u t, hlP.,Oue zalt unanyo p1 (ills t:O 
:,.id a ru(l ort to [iSA])/Gtt.t e;iAl.a. 

/79"
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UNIV j*ERS 1DAD JAPAIL LAND! V1)]\AP/QU .r Al ''I'qN;NGD 

UM G/UATJYBALA PROJ'C NO, 520-030-4 

iEPORTON I.NQVP MWI'ITYCAPA!3 iL 

jIU )I'I ' S, P013 N 

We have performed a study and ovaluation of Universidad
Rafael Landivar/Quetzalnt:orranygo' management capability
the administration of C(ooperative 

for 
Agremen tNLo. 520-0304

with the Agency for lit p'rnai i nnal I :'vl j :nlnt (AID). Ourstildy and :v aIliation includ(ld t i WCd ; ,ir,,I considered
relcvnt. to thie crit<.ria -t:alb i i. I a , nI net f'ort:h in
its,, tat un out of tork fnor thre .) , :.', d o;(.L', y of thetLOv.,u wci nna ' agiH]JroenW' (. ()Ul wo'Lk poif'iiii; ClhL~ in:l ac {

COL(I:,i(c - 'ithi the Lijiiki'd SItat(o 1i, a l or (;?noral's
",t:ainlid i; s for Audi t of ( C 'r u t Orcia ni a Li ons, ProgralS,

Activi ties, anid Futnctios" (198] ision) 

Ba! od on our ,;-i:tidy aind ouir 2-'i ilI oinstof tie criteria 
icItuded in the St-at(!iint o' Work ofeoroed to in tire 
1) a~r uph above, we beloieve that the Universidad RafaelLandi var/Cue tz al Lenango ,,oos not hiave the managoionent
cal,1li ty Lu provide sufficoient administration and span ofcontrol w,'ith torespect Cooperative Alr(:eem ant No. 520--0304 
at tire levols of Gen(eral Di rector, Project G(,eeralCoordi nator, and Project Academic Coordi nator. ouv opinion
is based on findings No. 1 and 2 described on tire folowing 
pages. 

Thi'; r,-.or t is intended solcely for the r1i;e of Univ. sri dad
Rafael Landvar and the Off.i'ce of tire nsp-ct-or Geteral,
Uni ted 2SLates Agency for International I)avolopment. This
restrictiun is not intended to 1 imit distLribution of this 
report which, up.on accepta;jnce by thre cifficc of the In.3pcc
tor Ge.necral, is a mattetr of. puhi Jic record. 

Nove ibe(r 20, ]19816 
Gua tomala 
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JI1IV.ERP~ A P= OrbANYVAAUE 'zI~TJSNKtI 
.3AVi)tATE:MALA PROJEW M ".20 -0?4 

910ORTw. ON. MiA. ; ,AGA MNT .CAPAD LL l!'y 

Th Po.. tio01 cf Qoncr&l Directo r£ Uo]LfOuc tz 01Ccnngo. lasNo]t 

3een F'illcd by. an Ai ppio't iatc 'ul--i lio ployeC
 

Condi ti on:
 

The position of 
 Ganeral Di rector for Ui,/Ouetzal tenanyo has beenvacant since August 1986. Pr,.:Oeit.y, t l IepJtIty Director is theactiInJ Gucnir al Director, not. ,itLb t andin j liethat works full timeoutside the premises and starts his daily work for 
!I,!I,/ Ou, i -. it- una1 mlo after 4 :30 p. m. 

Cr iter i a:
 

:' ..a,, nt furctions in any orjani.z ation vital
are for its objecSi.vc' to 1), attaj ned; conseqIuently, positions of this importancedi .;Ih,i u-d by officers work inq full tine are a must for adequatelyiandl iNg rc(djurces at altena ugo and >'!.,] PMA.aL'/Ouc'l 

Coe 

Tihe A:I)'-nce of the General Director is due to health problems. 

ff ect: 

As a cnsequence of not having this key position appropriatelyfilled, a delay may result in adequate decision making at both theUPLJ,!Owe i.ia] Lena ngo and PRUDIPMIA level, thus increasing the risk ofnot perforfofming the "ct ivities and attaining the forecasted object ives and ,oals on a timely ,asis. 

Rocomm enda t i on: 

The Boaid of Directors of RI,/Q uctz altenango should appoint a 
General I)irector as soon as pos.;ible. 



N.ERSI BA.A P. -... . AN1 A U TZ I MLANG_0 
.UA I /_-UAv'i;NMALA PROJ ". N'. 520-0304 

REPORTI. ON MAN A.E rMEN T CA PA III,'I'Y 

2 The Poji.tion l. Projeoct (;nerc Coo .driitt v la,- NcLJ3,. .-w Fil e 
nId..the_ Proj Acade mi,( Crc -iator Does Noit Jiav ,uffi=

cioit 'T'ime1¢ to A.I...q. ,tely Corry Out Ri.; 1) tic . 

The Academic Dil oCt. r of1 IHId/dOuut .-L] t en11IaJO i a Uu I rlti.ly ItI fOrm
inrig the function of inlteiim Project (;enoiral Coordinator and a]sothat of Projc-ct Acadi.mic Coordinaoir.r n addiLion to his duties as Academic DirecLor of L]RK,/Onetzalteningo, this individual also 
ca rries an exce'.:2ve teacIn( workl oad. 

Cr i teri a: 

Management functions in any organization are vital f-or its objec
tives to be atLa inted; con."(A11 ntly, po'itions of this iiiiport, Acedin cha ged by officerS working full time are a must for adequately
hand]ing resourcc s at U}RI /OueLzaltenango and PR OlDIi'MA. 

Cause:
 

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

Effect:
 

We belicve that these two positions are critical to the success ofthe Project. Without the effective leadership and direction whichshould be provided by these two positions, it is possible that theobjectives of the program plan will not be met.. 

Recom,menda tion: 

The Board of Directors of URL/uetzaltenango should immediately
initiate action to hire qualified personnel for these two 
)osi tions. 
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.UNIVIVERf5 !)AD J.-F1t;hA I1, AN D VAR/UiETZ ALT1]NANGQ
_)5AP/!GUATMJA:.iALA PROJ (.T NQ, -5 .- 3Q4 

.OIT''ROtQ}U 3 ((AK,ON ) 

We have revicwed the co t pr oluo:aal '-r tile! Higher Education
Proj oct (PROMI IMA) re lated to Co(pc-rt ive Aqreu ent No.520-0304 betwc., .n Univrhida(d Kafael ,andlvar and theAgency for lnternaLiolso - Dvel ovjieLt (AID) to he Jg(ed bythe Univerj idad Rafael lan(]varOut'; 3 a tunango
(URL/OnetzcI tQnn ngo) Our r ovi e was made in accorda ncewith a ,pl ica hie guidelines includod in OMB Ci. rcu lar No. A21 (Principles for Determinincg Cut;,L Aliqcable t:o Grants,Cont ract s and OtIher Aqrcn, ment s with d1c LionalInstil ut-ions) , FAR ",. .3 (Contracts withi Educational
Insti tut.ions) All) fPlni oot 1-4 (Part 731 .- Cunt ract: Co.tPrincip] cn and Pr oceduresn and ,ul:,<-art 731 . 3 -- Coritraci: -,With Edu1ca<tALion1al InsLitutLti oS) and h(-he Compt:oIl r
G e neer a I 's " L t 1n]rs didf t o fd- Z G ovo riu ,iien t a IOrga niz a t.is, Pr og rams, Activ iti es, and u'ncti os" (1981
Rev i Pion) . 

Trhe JIrpose of our rev iew was to de termi ne compil lance of. 
the abov e-iment i oned cost. pr oponal wi th the fol owing
general guide.ines: 

I . Direct and indirect costs are based on the most current 
and complete pricing data available. 

2. All included costs are allow able, reasonable and 
nCe s;a ry. 

3. The ov erhocad rate, if any, is reasonable and in agree
mcnt with the contract terms. 

4. Ermp]oyrne salary and w -.o plans and proposed escalation 
factors are rcafon ihIe. 

5. Fringe benef:it plans are reasonabie. 

Based on our r Ov (w, woc Lu] i cve that in general Universidad
Rafael Landivar did(ln comply with the above guidelines.
Our opinion in ba;ed on tlie f ind rigs described on the fol-

owing page s. 

9.
 



_I3{ ]VJU' I ~J\~{b]I) 1 1A!:;
UAW P)IC U1V'] 1AL A 

IAN.TV AjV QLUJiJw' Al' 1 .'IJINANGQ
PPJXTE'I'T IQ._5 2 07( 3 Q_4 

-J:FPOjRT' -ON IPIROP03I,5)l ,'P I.Q T I] LtGUR )iII)I CAT rON. ]PR.OJJ T 

AU1)PTrO ' $ -O? NION 

This report is intended solely for the use of Universidad
Rafael , and thIeC Of f ice of theLandiva r Ynspector General,
United StaLes Agency for Tnternational Dcvclopment-. Thi srestrict ion is not int. ended to limit distribut i on of this r epor t which, upon ac'ceptonce,n 
 Ly h Off ice of the Tnspec
tor General, is a matter of public record. 

/ /1 

November 20, 1986 
Guatemal a 
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for All Tcm nt~fn~ 

Condi ti on: 

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

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

Itc, .AmTPQ UP t 

Laboratories - General Q 362,500 
Reproduction machinery 333,500
 
Rcpr oduction m111at,:r-isis 1 305,000
Aricultural Sciences Laboratories 582,610 
Books 
 781,062

Purchase of land for agricultur

al experimentation 
 162 ,_4_Q0 

Q.3_ 52-7 ,_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 regarding how such items will be supplied. 

-- The cost proposal also includes Q226,000 for purchase of 
Electronic Data Processing equipment 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 
manner, thus it includes general estimates for certain expenditure 
items.
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Ef fect: 

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

Recommenda ti on: 

A Committee should be formed to define as soon as possible the
goods and services that should be acquired for the components pre
viously described. The Committee should include the General
Coordin;iator, the Coordinator, theFinance Physical Resources and
Services Coordinator and the officer in charge of the component in
question. The revised cost proposal should be resubmitted to AIDfor app, oval. 

2. lh¢ri% TQL Iibr uyJ:Z.]uiIIi ng App >evr SJ~xc¢ ssiv.e 

Condi tion:
 

The Component "Institutional Support" includes Q469,800 for the 
payment of rent for a facility to house a library. This amount is
equivalent to a monthly rent of 05,220 for 90 months. 

Criteria: 

This amount appears to us to b-e excessive for the Quetzaltenango
 
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.
 

Ef fect:
 

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

Recommendation: 

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

- 13
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3. .,c!aation_. stimates Are NP.t_.T..l'ded 

Condi tion: 

Component "Costs of Participants in the Program" includes
Q5,512,285 for subsistence costs of program students. A monthlycost of 0200 per student without any escalation has been alloted
for the 7.5 years of the Project. Also no escalation factors have 
been cons;idered for salaries and wages. 

Criteria: 

The cost of living is not likely to remain constant every year, 

cost allocation for the items discussed above. 


thus a fixed subsistence cost of 
the duration of the project does 
applies to employee compensation. 

0200 per month per student 
not appear reasonable. The 

for 
same 

Cause: 

Apparently, escalation 
cost proposal. 

factors were overlooked in preparing the 

Effect: 

The program will be facing financing problems with the present 
Cost of living in

creases are anticipated for the future.
 

Recommenda tion: 

These cost items should be reviewed and resubmitted to AID for 
approval. 

- 14 
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We have performed a pre-award survey of Universidad Rafael
Landlvar/Quetzaltenango (URt,/Quetzaltenango' s) financialcapability to manage Cooperative Agreement No. 520-0304
with the Agency for International Development (AID). Ourwork was performed pursuant to AID's Statement of Work forthe pre-award survey of the above-mentioned agreement andin accordance with the United States Coptroller General's
"Standards for Audits of Governmental Organizations,
Programs, Activities, and Functions" (1981 Revision). Our
work included, to the extent we considered necessary, areview of URL/Ouetzaltenango's unaudited financial state
ments as of September 30, 1986, cash on hand and lines ofcredit, estimated revenues and expenses for the first four
months of 1987, the Project's 1987 budget, otherURL/Quetzaltenango projects which may require funds, and
proposed counterpart contributions. 

Based on our review, as described above, we believe that
Universidad Rafael landlvar/Quetzal tenango does havenotthe financial capability to manage the above-mentioned 
agreement since its finan1cial resources are insufficient
provide for the Project's opeLating expenses 

to 
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. 
 rhThis
restriction is not 
intended to limit distribution of thisreport which, upon acceptance by the Office of the Inspec
tor General, is a matter of public record. 

November 20, 1986 
Gua tem ala 
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Our 	 review of URL/Ouetzaltenango' s unaudited financial statements as of September 30, 1986 disclosed the following:
 

1. 	Net 
current assets amounted to approximately 012,000.
 

2. 	Cash in banks, oxcluding a construction fund of 0)01,000, was
in an overdrawn position of approximately 03,000. 

3. 	Fixed assets totaled approximately 0481,000.
 

4. 	UIPL/Quetzaltenango's Fund Balance was approximately 0603,000.
 

5. 	For the nine months ended September 30, 1986, expenses
exceeded revenues by approximately 09,000. 

University officials informed us that U!1,L/OuetLaltenanigo does nothave lines of credit and thiit wheh UREL/Ouetzaltenango runs shortof cash, it utilizes the construction fund. We were also informed
that UPL4/Ouetzaltenanqo does not have any other projects which may
require funding. 

P csed on financial data provided by UML/Oue taltenango, it appearsthat the first four months of calendar 1987 will provide a cashflow of approximately 082,000. During the 	same time period the
Project's budget requires, on an annualized basis, cash disburse
ments of approximately 01,280,000.
 

Our 	 r-eview of U,/Oue tzi altenango's proposed counterpart contributions disclosed that such contributions will 
consist of personnel,

educational materials and educational 
facilities and thus will 
not
 
provide cash.
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We have performed a pro-award study and evaluation of the 
internal accounting and administrative control systems of 
Universidad Rafael Landivar/Quetzaltenango (URPL/Quetzalte
nango) in connection with its Cooperative Agreement No. 
520-0304 with the Agency for Intenational Development
(AID). The purpose of our study and evaluation was to
determine the adequacy of the control systems to record 
transactions under the Agreement. Out study and evaluation
 
was performed in accordance with ihe United States Comp
troll er General' s "Standards for Audit of Governmental 
Organizations, Programs, Activities, and !Functions" (1981

Revision! and pursuant to the criLeria established by All)
as set forth in its Statement of Work for t-he >rc-award 
survey of the Agreement and was limited to an evalunation of
cash disbursements, accounts receivable, purchases, asset 
protection and reporting.
 

The management of UJRL/Ouetzal tenango is responsible for es
tablishing and maintaining the internal control systems
used in administering the program applicable to the above
mentioned Agreement. In r sful fill]g thnt ponsbil ity,
estimates and judgments by management are required to 
assess the expected benefits and related costs controlof 
procedures. The objectives of the internal control systems
used in administering this program are to provide manage
ment with reasonable, but no.- absolute, a.ssurance that,
with re. 'pect to agrecment rCe-ui rei~lts, resource Uie is 
consistent with laws, regulations;, and policies; recources 
are sa eguarded againat waste, ]oss, and miiuse; arnd rel i
able data are obtained, maintained, and fairly dis;closed in
 
r epo r t s. 

Becatse of inherent limitations in any system of internal 
accounting and admini:;trative control, errors or ir
regularities may occu r and not Ie d(et ect ed. Also; projec
tion of any val uati(mU of the sysl 'w; to fut-ire periods is 
';ubjoct to the risak Ithat proceduren may become inadequate
because of changes in conditions, or thiat the degree of 
compliance with the p,ocedri eays deteriorate. 
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Based on our study and the criteria referred to in the
first paragraph of this report we bel ieve that
URL/Ouetzal tenango' s control systems are adequate for AID' s 
purposes, except for the conditions described in findings
Nes. 1 and 2 which we believe result in more than a rela
tively low risk that errors and ir,egularities in amounts
that would be material to the Program may occur and not be
detected within a timely efriod. 

In addition to these weaknesses, other conditions of lesser
significanice were noted. Our recommendations for improve
ments in these areas were included in a separate report
submit:! ad t: o UiN,! ut. z,-i] t naugo. 

This rcport is intended ,;olel.y for the use of Universidad 
Rafael handivar, and the Office of the Regional Inspector
General, United States Agency for International
Development. This restriction is not intended to limit
distribution of this r eport which, upon acceptance by the
Office of the InspecLor General, is a matter of public 
record. 

November 20, 1996 
Guatemal a 
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A description of the internal accounting and administrative con

trol systems reviewed by us is presented below: 

1. 	 The administrative manager counts and inspects goods or ap
proves services received. If everything is in order, he signs
the vendor invoice and prepares a "check rcquest". 

2. 	 The cuiiiir p.epares ve(ndor checks based on "check requests" 

and vendor invoice, both rceived from administrative manager. 
3. 	 The financial dir:e tor, or in his absence another authorized 

person, signs vendor checks received from the (:ashier after a)
matching the check with vendor invoice -nd b) reviewing the 
payment for reLisonb] eness and coimpl iance with tax 
r(lui 
oiwie its. See finding No. 2 for a weakne, s noted. 

4. 	The ca:hier receives vendor checks signed by financial direc
tor an(d keeps them until collected by vendor. 

5. 	The accot-ing department receives, at the end of the month,
copies of all vendor checks and cancelled invoices and 
prepares accounting entries. These entries are then recorded 
in the geneial ledger. 

BIKOV 'RY up"A('C UUT 1EC.H1VAGAJ, 

UI,/Ouetz,,l tena mgo records its income on a cash basis; thmerefore, 
no accounting system controlling outstanding receivables exists.
However, the cash department keeps an informal current account by
student and ensures t-hat at the end of each semester the student 
is current withm hiis tuition. If the student is not current, he is 
not 	alle.,:ed to take his final 
exams. 

!!U J[11AS L:,
 

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

2. 	The adminis;trative director ,.pproves t.hme purchase after 
ovaltuating a) time need for 	 goods or services to be purchased
and 	 b) the availability of 	 cash funds for the related 
purch ase. 

- 19
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3. 	 The administrative director makes purchases from known 
vendors. When a purchase relates to new goods or services, 
the administrative director tries to obtain the best possible
 
price and quality from vendor.
 

AM\ 	 I ,P$QT 1"' IONN 

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

2 RPORT 1 iG 

The 	 accounting system generates the following information: 

-- Balance sheet 

-- Statement of income and expenses (current month and year
to-date) 

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

The administrative/academic system generates information related 
basically to certification of courses taken, grades, library 
reports, otc.
 

- 20 
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1. AcQ'Vi.Qng.Qr Ih__ 

Condition:
 

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

Criteria: 

Cooperative Agreement 52G-0304No. rcquires effective control and 
accountability for all funds. 

Cause:
 

In the past URL/Quetzaltenango did not have projects for which a 
sepa rate accountability was required. 

Effect:
 

There may be a loss of control over Project funds.
 

Recoimendati on:
 

URL/QueLzaltenango should redesign its accounting system to

provide the required control. We suggest that a fund accounting

system be implemented whereby separate accounts are maintained to
insure observance of Agreement terms, accountability, and control 
over Project funds. 
2. All .l]-ck: ilheuJA . ;4v.Jw{o Juixl1Vur . .n.d Fex*e__P pl Q__ $hold. 

Condition: 

URL/Ouet zal teriango' s checks reqcuire only one signature.
Currently, several levels within the organizational structure of 
U}RL/Quetzal tenaugo 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 

-- UmL/Ouetzaltenango should limit authorized signatures to 
certain levels within its structure. 

- 21
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Cause:
 

The above procedure has been in existence for many years.
 

Effect:
 

There may be a loss of control over disbursements.
 

Recommendati on: 

Checks should only be signed by the General Director, the Finance 
Director and/or by other officers with similar standing and all 
checks should req1uired two signatures. 

The management is taking the necessary steps to correct this mat
ter in the PRODI'MA bank account. 

3. C(QjIt-I Overl j x j s<e- are.Wcak 

Condition: 

URL/Quetzaltenango does not have an adequate system to properly 
safeguard 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 easy for items to be lost. 

Recommendation: 

We recommend that: 

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

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

- 22 
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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 investicated. 

The management is taking the necessary steps to correct these 
weaknesses in connection with PRODIPMIA assets. 

- 23 
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We have performed a study and evaluation for compliance
with agreement terms and applicable laws and regulations
with respect to Cooperative Agreement No. 520-0304 betweenUniversidad Rafael TLandivar, and the Agency for Interna
tional Developiment (AID) signed June 19, 1986. Our study
and evaluation was perfo,.-med in accordance with the United
States Coiuptroller General' s "Standard' s for Audit
Governmental Organizations, 

of 
Programs, Activities, and 

Functions" ( 1.981 Revision) 

The management of1 [JRI, is responsi-le for URl,/Quetzaltenan
go's compliance with terms of the above-mentioned Agreement
arid applicable laws and regulations. For purposes of ourstudy we reviewed and/or tested the following matters re
lated to the Project: 

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

2. Payrolls. 

The results of our study indicate that, for the items
reviewed and/or tested, URL/uetzaltenango complied withagreement terms and applicable laws and regulations except
as described in findings Nos. 1 to 4. With respect toitems not reviewed or tested, nothing came to our attention 
to indicate that UJU/Oetzaltenango had not complied with
Agreement terms and applicable laws a(nd regulations. 

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 ]. imit distribution of thisreport which, upon acceptance by the Office of the Inspec
tor General, is a matter of p'iblic record. 

November 20, 1986 
Guatemal a 
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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 equipment has not been purchased.
 

c) Promotional 
materials 
have not been reproduced and
 
disseminated.
 

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

Criteria:
 

A large percentage of the logistical-administrative

Project should be aspects of the
implemented prior

year to the start of the school
on January 17, 1987 this 
was planned be
as to the initial
semester of the Project.
 

Cause:
 

The lack of 
progress has resulted primarily from the following:
 

--The General Coordinator 
of the Proqirim responsible for initiating all necessary 
efforts to accomplish short-term
goals has not been appointed. 
 An interim Director has been
hired on a part-time basis.
 

-URL/Quetzaltenango 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 
proposal as discussed in finding
No. 1 of 
our report on proposed costs for the Project.
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Effect:
 

Having 
 fallen behind schedule in meeting short-term Project goalswill cause a heavy work load the ofand the Project 
on staff both the Universityfor the balance of the period prior theschool year. is to 1987It possible that as of January 17, 1987Project will thenot be at the planned level of development.
 

Recommendation:
 

For the project to the
attain desired level of progress the following actions should be adopted:
 
-- Appoint as soon as possible 
 the General CoordinatorProgram. of theHis work schedule should be similar to other

Project staff. 

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

2. arieS Cl r__d the_Project eExc5sQ f LQ1ThtSs-.in CQ.st .ppoQoj 

Condition:
 

Salaries uaid to the Resident Psychologist and the Technical Supervisor (Component No. 4) of the Center for Selection andtation amount to OrienQ1,000 monthly for each. Budgeted amount foreach position is Q600.
 

Criteria:
 

Salaries of the above mentioned employees should agree with theProject budget.
 

Cause:
 

The above situation is due to the fact that the employeestion are professionals in ques
and 

and must work full time for the Project,that a monthly salary of Q600 is below the academic level. 

Effect:
 

The budget for payment of professional personal servicesmanent basis on a perfor the Orientation and Selection Center componentcould 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 introducedtherein according to the actual needs of the Project. The changesshould be submitted to AID for its consideration and approval. 

2 .or. ApprQvl __Fr orA1D
 

Condition:
 

The following Project personnel 
 was hired as of August, 1986: 

-- Interim Project Coordinator 

--Finance Coordinator
 

-- Staff Development 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 andAID, the University, prior to appointing staff thefor key positions described above, should submit to AID for approval the namesand resumes of at least three candidates for each position. 

Cause:
 

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

Effect:
 

AID may reject these charges thus causing URL/Quetzaltenango to 
absorb the charges as its own expense. 
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Recommendation: 

URL/Quetzaltenango should discuss this matter with AID and obtainapproval of the personnel hired. For positionsAID, URL/Ouetzaltenango not approved byshould initiate personnel searches following the established procedures.
4. 1.!-h-ue t z~- t n mngo_ t-!s N~o__ .W4,thhg1 dtJ n cime 
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Condition: 

At present, URL/Quetzaltenango is paying salaries and fees to boththeir administrative and teaching staff without income beingtaxeswithheld from the amounts subject to tax. 

Criteria:
 

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

Cause:
 

Since URL/Quetzaltenango is exempt from taxes and because the lawhas not been correctly interpreted, it has been assumed thatORL/Ouetzaltenango 
the 

should not iegister as a withholding tax agentat Internal Revenue Office (Direccibn General de Rentas
Internas).
 

Effect:
 

Failure to withhold taxes may result in:
 

-- Payment fines to
of up 10% of the related withholdings. 

-- Interest charges up to 18% (4% plus the prevailing interestrate charged by the banks), computed on the related withholdings from the date when the withholdings should havebeen made until actual payment thereof. 
-- Risk that the tax office may attempt to collect fromURL/Quetzaltenango the amounts assumed to have been withheld and not paid by the employees.
 

-- Risk 
 of a suit from the tax office, which may result inlegal attachment of some of the URL/Quetzaltenangos 
assets. 
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Recommendation:
 

We recommended that URL/Quetzaltenango should: 

-- Register as a w]thholding 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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No. of Copies 

Director, USAIl)/Guatemala 5 

mA/StiP, 5 

AA/AC I 

LAC/CAP/G 1 

fi 1 

LACCONT 1 

LAC/DR 1 

LAC/DP 
 1 

IG 
 I
 

D/IG 1 

IG/PPO 2 

I G/ LC 1 

I G/EMS/C&R 5 

RIG/As 
 1 


