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SIJi1.I-CT: 
 Audit Report N5. 25-88-03-N, "Aulit of the Local ScholarshipProject wit h the Nat ional Fou ndat ion for Panamanian Rural Youth 
(PANAA1]IRM i'n i:,na. '' 

This report presents the rs! ts 
of a non-Federal financial anicompliance lit
audi req uested W x'tvir klission 
of the Local ScholarshipProject wi th 
 he N liena1 FIonlmat ion for Pan:tvuanian llRural Youth
(PANA.II81I). Tie cert ifie pubh i accou nting fiin of Price Wa terhou se inPanama pr,paredIt the 
rprt, whiclh is lat d Febrauarv 12, 1988. 

The prpose of this fi1Itanc i 1:;Ii c,),ml Iance 
audit kwas to rep(rt n (I)
the fIairre;.s of the fltind account;t)i 
lit nt ement nf he proijct for tliepr riol Fr(tn Ia iarv !, 1Q86 to ;tteiher 30, 1)87; (2) tue svst ,n ofinternal yetrols AFfIh pro'il ; and (3) ctnpli:i- ncehi PANA.TItII withappl]icahle laws, retqtilat i(nTi, an! ,:rnewalit torms relateI to the project. 

In lle Oprli n of Price Waterhol't sel, the fuld accountabilitv t atelellnPresented! fairlI v t he l)1oiect'5 v-ceipts' in!i
froq Jan' Iarv 1, 1986 

ish,i t.eits for tIe pe nimlto Sept ,rber 30, 87, p~cxpt foir a limitt whichtation
precl uit aleqt iate tost n, of PANAJUR.1' in-kin,lstl AV aInI ov IIalatiol F sv-t em 

cott ribut ions. "lheirofthe of i nt vul coni wl)Is ,li dI not di s,-Ios,any materi il weaknvse, Wlowv,,r, thev foul leficiencies in approvalsfor baik rnconc i lat iem;, crnllre; oeer Ilie nimlerical sequence of cheyks,
an! t irtel report in 4i~ canrell, I scirtlArslips. Thv letperi ie t hat fori ii', s ' l, IANAPIIPII coepliI, 1it.. applicable lae;,;, rIndla l ;, aria;lreeeeit f-rnts, e cepet that i ind i hicouintb. i! on, rf ne ceic tmp in1 I it,
an accept l(1e :, ianer till persenl Fi ,, nf nciular,, wUr, imcomplt ,,, 1 ar;te"'Is"ll e te , nott linll , catf, to I he r i t tenltion thi :t .lselt hti 1obelieveI t haglf PA, IIIPII was no! it (,,,plithe.
 
The Pric, t I,hoti,l . t(,p tr 
 (t)? alita ire,, 1 ' )ronitIniat iot t ,) i mp rove
PkNAIfIJ!',, s tn'I of iui'ral ',)rlt()rH "in tw() il-cotr trli"ti,li)n 'It) itliprov,
colmipl iance with ~ l 'tuelit ! .,'1i'is11;,et ,' iev ' th at itlipleitult it i n of'thllese rf'c ,nlenl tl Ii ;i l eli111oct t h f, ' raesil-,ilefi c ienc I t ti, . AsQ, f,ll, i ,r~ recuh ruIIat ion will h,. i ,IcI 1i te I hlelOffric, the, of'
Inspet- t- )r (;ll r;i1 ' q an I i I i'rnce, m,ril:l i on fol Iow -ipt nv t ol. 



le4colmitio-il' t ion No. 1 

r'eco-l-01,11'1.(e 1t I t 010e Tv1opnltDei Affai rs Office, I.S. Ertiha ssx' Pa narmaoh t I i evi.Ienfce From tie National Poniviation for P1anamanian R&iira! Yoith(PA\N PJonl it lI rI;in It ,eftwrnisi rite thit it has impl,'entel h- ( re(­i ionsl I o in t o irna I c n t mrls an I tWo( r lcoilenla t ions for 
ra, r1 i anic, cnn t a i nep1OR. . iA Ilhe Price Wat erhortise IeJport late Febrhlia l2,-

l, a V! SeliS :aflc't" within "t) lays of actions planned or taken to
i en lr',ient 111 , ie oT lwii lln'Iti()oil.
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February 12, 1988
 

Mr. Coinage N. Gothard
 
Regional Inspector General for Audit
 
U.S. Agency for International Development
 
Tegucigalpa, Honduras
 

Dear Mr. Gothard:
 

This report presents the results of our audit of the Local
 
Scholarship Project managed by the National Foundation for
 
Panamanian Rural Youth (Patronato Nacional de la Juventud
 
Rural Panamefia, PANAJURU), USAID/Panama Project
 
No. 525-0281; for the period from January 1, 1986 to
 
September jO, 1987.
 

BACKGROU 14D
 

PANAJURU is a non-profit private voluntary organization
 
with official backing from the Government of Panama and was
 
organized by Decree No. 60, dated May 20, i975. PANAJURU's
 
goal is to provide economic support for agricultural
 
programs in rural communities in order to upgrade the
 
social well-being of these communities and Panama's youth
 
in 	 parti ci ar. 

PANAJURU ha:; o'f'ices throughout the interior of the 
Repu)li c of" Panama in order to give direct attention in 
each rur;] aaI 	a 

On AuguAt i1, 198'5, an cgre'ment was signed between 
PANAJUIJii and the UI.'. Agency for International Development 
in Panama (WSAID/Panama) to grant $200,000 to provide 
support to s;I.rengthen the Agricultural Training of Panama's 
di sadvantal. ed ,,tudent:; througl local scholar3hips. The 
agreement. :igric(d was a1:;o :subject to an extension, depend­
ing on the availabi lity of' funds and (IUSAID/ Panama's 
satisfaction with the granteeB' performance. 
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At present, QJAlD/Panama and PANAJURU are negouiatlng an
 
extension of project 525-0281 which will increase total 
funding to an estimated $1,216,848: a USAlD/Panama grant of
 
$498,440 and counterpart contribution of $718,408. The
 
project will provide funds for scholarships and some
 
administrative expenses.
 

AUDIT OBJECTIVE 1ND SWO
 

The overall objcctive of our audit was to perform a finan­
cial and compliance audit to specifically review the fund
 
accountability statement of the Local Scholarship Project
 
implemented by PAINJAJURU, from January 1, 1986 up to 
September 30, 1987. 

Our examination was performed in accordance with generally 
accepted auditing standards as well as with the United 
States Comptroller General's "Standards for Audit of 
Governmental Organizations, Prorams, Activities, and 
Functions" (1981 Revision) and accordingly, included such 
tests of the accounting records; and other auditing 
procedures which we considered necessary in the circum­
stances to determine that all transactions financed with 
USAID/Panama funds were adequately supported and allowable 
under the terms of the agreement and applicable laws and 
regulations of Panama. 

The results "f our work are included in tihe following three 
reports:
 

- Report on Fund Accountabt, i i ty Statement 
- Report on Internal Accounting Control 
- Report on Comp l ianc:i with Agreeiont Ter'ms and 

Applicable Lawn and Regulations 

The scope of tc work conrwi Led of lie llowing: 

1. Reviewinug ail ! IAI/Panama rrmi ltuces du'ing the 
period and comparing them to cash receipts records and 
validated deposit sliip . 
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2. 	 Reviewing all reimbursement requests submitted to
 
USAID/Panama during the 
period and comparing them to
 
cash disbursement records, cancelled checks and
 
inspecting supporting documents to ascertain that
 
transactions were 
prcper, authentic and allowable under 
the terms of the agreement. 

3. 	Testing ban, statement, reconciliations of the bank
 
account used for the project.
 

4. 	 Reviewing a sample of scholarship applications for 
scholarships awarded during the period under the 
USAID/Panama grant for adequacy of documentation and
 
other requirements.
 

5. 	 Reviewing the internal 
control systems with emphasis on
 
those systems which were utilized in recording project
 
activity.
 

6. 	Reviewing the grantee's compliance with agreement terms
 
and applicable laws and regulations.
 

RESULTS OF AUDJT 

Fund Accountability Statement 

The results of our review of the Fund Accountability

Statement of the Local Scholarship Project implemented

by PANAJUU from January 1, 1986 up to September 30,
1987 disclosed no costs not fully supported with ade­
quate records oi 
 costs which were not allowable under
 
the terms of the agreement. We were unable to test
 
PANAJIJRU's in-kind contributions, because they did not
 
compute its contributions to program costs in a manner 
acceptable t~o tJSAID/Panamai. 

PANAJUHU' s internal control systems were adequate for 
USAID's/Panama's purposes, except for the following: 



Bank reconciliatiorns were not approved by a 
responsible official..
 

There was a lack of internal control over the 
numerical sequence of checks. 

Report, on canoe]lcd schola rsh iJp) were not prepared 
on a t. imely ha sis, and there was a laek of close 
monitornI7 of the numbelr of outtandi ni scholar-

Regul ati olA: 

Our study of th( areenent t'Irm:; and appiccjtble laws 
and regulation.; th otuld have all efect o the 
project's fund lccounlltahiijty 
PANARJUIP corip] it d ni tt tested 
except for Iht: fii lowinl,: 

:taitment. 
term.- or 

revealed 
the agreem

thiat 
ent, 

.In-kinld cont rii Lutins were iot coiputed in an 

acceptable miannt.r. 

-	 Persc, Il fil(s< of ,thol ars were i ncomp.(ete. 

Nothing carne t( our ittCtion tat, caulUjed us to believe 
that unte.ted item.; were not. in coirmpliance with agree­
ment termsi and app] icable law: Sl(d r glal ati 0115. 

MANflG f-tFILi'_ZCOgi1LL~iL 

With renpcct. to tie ('Ontrol findings. we have 
the fol ]owJ rit, curhirrint-;: 

1. 	 4tar.irh1,, thlIe b,jri k reconciliatio,1: will be 
review( 11(1 aptjroved ny Mr. .'rankling Oduber, 
EXeCuLt i ye Vi ce-rei' (ent of PAJAJIIIi.IJ 

2. 	 In pirwe i p , wea r it reMunt in us.<ing pre­in a 
nulibe(ed vouctlert clhecks to improve the control of 
tije cIeI k3: I 3 d.e(J 

http:PAJAJIIIi.IJ


3. The problem of not reportingeon a timely basis the 
' Lcancelled scholarships is caused by the delay of theProfessional and Technical Institutes (IPT's) in 

is obliged to request the reimbursements from SAID/Panama in advance before receiving all the grades
from the IPT's in order not to delay the project.
The scholarships reimbursed in excess due to
 
drop-outs are properly reported to 
 SAID/Panama

subsequently. 
Since the start of the project they

have represented approximately $9,000. PANAJURU was
 
later duly authorized by USAID/Panama to use these
 
funds for an overall evaluation of the results of
 
the project.
 

In regard to the findings related to compliance with
 
agreement terms and applicable laws and regulations, we
 
have the following comments:
 

1. The formula presently used by PANAJURU to compute

its cost sharing to the project will be changed in
 
1988. For that purpose some changes to the account­
ing system are in process. 


2. Presently, the documentation required in the individ­
ual file for each student is not incomplete. The
 
problem is that certain information received in a
 
single document covers a group of scholars, i.e.

police records and recommendations of the Director 
of the school which are filed in only one file.
 
Efforts will be made to obtain photocopies of these
 
summaries in order to have a copy in the respective

individual file of the students.
 

'-a" I 
- -! 

()I- a 

I 
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AUDIT OF THE LOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)

.th/fllAPROJECTuaj 525:-2I_1 

REPORT ON FUND ACCOINI'KI]M AT EMEN'T 

AUDJI 'j~j_; QILNJ 

We have performed a financial and compliance audit of the
 
fund accountability statement of the Local Scholarship Project
 
for tne period from January 1, 1986 to September 30, 1987
 
implemented by PANAJURU and financed with funds of the U.S.
 
Agency for International Development in Panama. Our examination
 
was made in accordance with generally accepted auditing standards
 
and the U. S. Comptroller General's "Sutandards for Audit of
 
Governmental Organizations, Programs, Activities, and Functions"
 
(1981 Pnvision ) and, accordinugly, incl.luded such tests of the 
accounting records and such other audi ting procedures as we 
considered necessary in the circumstances. 

As oi s(cused in Finding No. 1 of our report on Compliance with 
Agreement Terms and App]icable Laws and Regulations, we were 
unable to test the contrabution of the grantee to program costs 
to ascertain compJicnce with the agreement terms. 

In our opinion, except for the moLter described in the preceding 
paragrcpy, the fund accountal j-.Ly statement of PANAJUPU related 
to USAID/Panama Project No. 525-0;81 presents fairly the 
project's receiapts and expenditures for the period from 
January 1, 1986 Go September 30, 198/ in accordance with the 
terms of the Agreemert with the U.S. Agency for International 
Development. 

November 23, 1987 
Panamb, R.P.
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AUDIT OF THE LOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)
 

UAMLA14MAi~Imt±~508 

F U f_P ACCoJL'/ILL] _ Jgtl 

FOR THE PERIOD FR!.MI!' ._L]hLA_'_QSJPTEMBER 30, 1987 

Budgeted Heimbur3ed Contribution in 
Budgetary amounts amount3 kind of grantee 
Ql a 6) (Note 5)2(Not e £L 

(Expressed in U.S. dollars - Note 1) 

Local scholarship 
progr am $339,000 $126,600 

Pa nama' prgrarn
administration 108,000 63,000 

Total costs $447,QO0 189,00 $103,600 
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AUDIT OF THE LOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU) 
USAID/PANAMA PR JEcIN-_ 

NOTES TO FUND ACCOUNTABILTY STATEMENT 
FOR THE PERIOD FROM JANUARY 1, 1986 

!f__.IELLiF R 30, 103[7 

NOTE 1 - SUMMARY OFCCQCONTJl'.jN JQJjj: 

Books:
 

PANAJURU only has one I. of accounting records for the recording
of different programs, however, PANAJURU segregates the transac­
tions pertaininp to the USAID/Panjma program from other programs. 

Cost: 

Cost.s Zare recogrniz.ed in the period in which they are incurred. 

Currency : 

The PANAiA! U accounting records a e maintained in Panamanian 
Balboas. The Panamanian Balboa is at par and equivalent to the 
United States ollar. 

tN.OTFLII.-.A1'iLAL. 1 : 

Available cas,;h funid.s of' the USAID/Panama Project No. 525-0281 
were held in a separate bank account in Banco Exterior, S. A. 

http:recogrniz.ed
http:OFCCQCONTJl'.jN
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Balance of the account at September 30, 1987 is detolled as
 
follows:
 

Reimbursements requested by PANAJURU
 
during the period $204,770

Amounts reimbursed by USAID/Panama 
during the period _,00 

15,170 
AQ - otte: ilcole - net: 
Interest irnc:oe earned on available 
funds at the bank remitted to
 
PANAJtJHU by the Professional and
 
Technical Inst itutes (TPT's) 
 $763
 

Bank cha;rges: fot the stppl]y of'
 
checkbooks 
 4 )
 

I.I.11 	- costa; not yet approved by
 
USAID/Panama (See note 3) 
 -12,275 

Cash fund hal c ce at, September 30, 1987 

a=9l j - _OSS - ' I JE ,. _L T APPROVED BY UJA 

Detail of costs questioned or not. yet approved by USAID: 

1 .500 ( b
1,500(b) 

2,275(c)
9,o0 (c ) 

(a) Item not approved by USAID on voucher No. 86-2664 dated 

August 24, 1986. 

(b) Item min Lakerlly not reported to USAl . 

(c) Vouchers s upporLinrig expend itures incurred during July. August
and September 1987 not yet approved by IJSAID at the time of 
our review. 

723 
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NQTE 11 - PROGRAM ADMINISTRATION COSTS: 

The persons funded by the grant to administer the program and 
their related compensation follow: 

Monthly 
professional 

Rina C. de Barra - National Project Coordinator $1,400
 
Benjamin Sanchez - Regional Project Coordinator 1,000 
Maria J. Brown V. - Bilingual Secretary .0
 

NOTF: : - N- KI, L C RI BUTI ON S 

PANAJJ RU computes its in-kind contributions to the project by 
applying the following formula to the annual financial statements 
taken as a whole: 

Q x (A + ( + R) = Counterpart
 
CE + P)
 

O z Contrihution of USAlD 
E = Total expenditures 
P : Loani:, 
A z Admiri st rat, ve expenses 
G = (;overnmont contributions 
H = Time contrbutions/volunteers 

The above forrrjula was3 dctermined by the Executive Vice-President 
of PANAJtHIJ for the computatLion of its cost sharing. According 
to the Computation made by the Executive Vice-President, the 
share of PANJAIRU for the program cost provided to date is as 
fol lows: 

Administrative cxpinses 

1986 $65,700
 
1987 $37,900
 

N -___Ut1L PORTION OF' GRANT:
 
A detail of the unu:;ed portion of the grant under the USAID/
 

PANAMA Project No. "),.f)-0281at September 30, 1987 follows: 

1otail filu djr. ted $447,000 

Les.;- l) ur!Ae( by USA]I): 
162,000Year 109P8 

Year 1986 $144,700 
Period from January 1 to 
September 30, 1987 ,4,900 189,600 

Unujsed portion at. September 30, 1987 



~,~AUD1T OF~THE.LOCAL SCHOLARSHIP PROJECT WITHI THE 
NATIONAL FOUNDATION FOR PANAMANIAN 

RURAL-YOUTH (PANAJURU) 8 
USAID/ANAMAPROJQT NO? 525-0281 

_____REPOR1OIIRA 
 ACCOU . __ 

AUIJ1JUN0 15_ 1N 

. We have performed a financial and compliance audit of the fund
 
accountability statement of the Local Scholarship Project managed


k, by PANAJURU for the period from January 1, 1986 to September 30P

1987, and we have issued our report thereon dated November 23t
 
1987. As part or our examination, we made a study and evaluation
 
of PANAJURU's system of" internal accounting control to the extent
 
we considered necessary to evaluate the system as required by~

generally accepted auditing standards and the standards for
 
financial and compliance audits contained in the U. S, Comptroller

General's "Standards for Audit of Governmental Organizations,

Programs Activities, and Functions" (1981 Revision). The purpose '
 
of ourstudy and evaluation was 'to determine the naturep timing 
and extent" 'of th, auditing procedures necessary for expressing an 
opinionon 'thefund accountability statement of' the projet. Our 
study and evaluation was" more limited than would be necessary to
express' an "opinion on the "system of interna'l accounting control of 
PANAJURU taken''as'a 'whole. For the purposes of this report we 
have classified as significant and evaluated the followingjinternal' accounting controls: cash receipts, disbursements and 
reporting. 

""'The 'management of PANAJURU i's responsible for establishing and"
 
~maintaining a system of internal accounting control. In ful­

filling this responsibilitys estimates and judgments by management
 
are required to assess' the expected benefits and related costs of
 

~control procedures. The objectives of a system are to provide 
management with reasonablet but not absolute, assurance that 
assets are safeguarded against losa from unauthorized use or 
disposition, and that transactions are executed in accordance with 
management's authorization and recorded properly to permit the 
preparation of financial statements in accordance with generally
accepted accounting principles. Because of the inherent limita­
tions in any system of internal accounting control. errors or 
irregularities may nevertheless occur and not be detected. Alsot 
projection of any evaluation of the system to future periods is 
subject to the risk that procedures may become £nade'qucte because 
of ch'anges in conditions or that the degree of' compliance with'the
 
procedures may deteriorate.
 

& ' ' 

4 
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"~''~AUDI A F 1HE>1 A SCOARSI 
 PRJC 
 WIH'H
 

NATIONAL FOUNDATION FOR 'PANAMANIZAN A'#$> 'Ci.RURAL YOUTH (PANAJURID
U MMDPAAA PRQ1JET NO 
 =20?12 

' 

' WRORT ON INIERNAL AgCOU CNLONTROL 
A A,...-.,­

~ApAAUDITOR'Sj 
 OPINION
 

Based on our study and the criteria referred to in the first
paragraph of this report we believed that PANAJURU's internal
 ,control system is adequate for USAID/Panama purposes, except forA

th'e conditions described in the accompanying findings Nos. 1 to 3
which we believe are not material findings.
 

This report is intended solely for the use of PANAJURU and the
U.S. Agency for International-Development (tJSAID).
1< This restria­tion is not intended to limit the distribution of this report 
 .which, upon acceptance by the Office of the Inspector General, is
 a matter of public record.
 

NoemeA2s1'"
 

'A;mh 
 R.P4
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AUDIT OF TlE LOCAL SCHtO.AhSHIP PIiOJECT WITH THE 
NATIONAL. FOUNIDATION FOR PANAMANIAN 

IIHAL YOUTH (PANAJUIi U) 

1 .reconcALJiIn. auJZly.QBank 1 iwervL 

Cond It] o : 

None of the bank reconciliations prepared during the period
 
under evew]ow approved bywere a respon:ihi.e official.
 

Crit eri
 

person -le)pIr ; t: part 
in the regular :ash receipt and diaburenrt procedures. there 
shouid he a careful review and approval of the reconciliations 
by a renaponsihle ofi) 1ci al. 

Since the .itt. Lje reco cil1atloni takea 

bank reconciliation' are not submitted to PANAJIJU's manage­
ment for review and approval.
 

Effect:
 

One of the esasential purposes of preparing a bank reconcilia­
tion in to disclosce unusual iter3 which may Indicate irregula­
rit.ies. It t e preparationl of the reconciliation i:; performed 
by :, one wh(o take:n part in the T l'( I"ar cash receipt and 
d i t~hutr , s:;urch 1r g'J Iar Li. Ii a cotul1d r e nr;inr.rren pr oc edure' 
und(let e('c l. 

USAM/lanama nhoT require bank be
,uld reconciliations to 
reviewed and aipproved by the Executive Vice-President of 
PANAJUIIO. 



AUDIT OF THE LOCAL SCHO~LARSHIP 'PROJECT WITH THE-­4, NATIONAL FOUNDATION FOR"' PANAMANIAN •4' ..... ! i ' ' : ,i
RURAL YOUTH (PANAJURU)
 

ISAID/PANAMA PROJECT UO. 525-0281,
 

BEEI81 ON INIERNAL ACCQUUTINQ C0Q4Tf0L
 
1tpesnpe1nl reo 
 4,ye hbok~reue an 


AUDIT EINDINUS
 

2. The numeriLal ggugng§ of~Chgeks wag nopt ade1o se 

Condition:
 

At presento personal-type checkbooks are used and are not
 
prenumbered. For control purposes, PANAJURU is using the
 
consecutive serial numbers a35igned to the checks by the 
printer of the checks and these serial numbers are also used
 
to record and control the numerical sequence. Howover, w~th
 
every new checkbook ordered, the continuity of the numerical
 
sequence is lost. This practice virtually nullifies an
 
element of control which might be obtained by prenumbering the
 
checks.
 

Criteria:
 

The use of prenumbered voucher checks is advocated as a device
 
for strengthening control of blank checks.
 

Cause:
 

Personal-type checkbooks are used instead of the prenumbered
 
check voucher type.
 

Effect:
 

With every new checkbook. there is a break in the numerical
 
sequence which makes It difficult to disclose an unrecorded
 
check.
 

Recommendation:
 

USAID/Panama should require PANAJURU to use prenumbered
 
voucher-type checks for better control of the disbursements.
 

i-'-'
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AUDIT OF THlE LOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)

UJAID/PANAMA PROJLCT N. 529-0201
 

BEOT0-NENLACUUTIUQ CONTDOL___
 

3. 	Reorts on cancelled seholarAhiUs were not 2regareg gn a 
i mely basli ." 

Condition:
 

During our audits we found differences between the summary

schedule of scholarships and the number of scholarships

reported to USAID/Panama by PANAJURU, due to cancelled
 
scholarships. 
We noted that during the first quarter of 19861
 
a cancelled scholarship was reported by PANAJURU and reim­
bursed by USAID/Panama. According to the respective regional
director, there was uncertainty as to the permanency of the
student, Reutello Hard, in the institute (IPT of Chepo) and,
accordingly, they requested the reimbursement from USAID/
Panama, The Cost of the scholarship was $55.00 per month($165.00 per quarter)o therefore USAID/Panama reimbursed
PANAJURU $165.00 in excess of the allowed amount.
 

Criteria:.
 

A periodic follow-up ot outstanding scholarships should be 
made to account for cancellations (drop-outs).
 

Cause:
 

The schedule of oustanding scholarships is not periodically

updated.
 

Effect:
 

Reimbursements requested from ISAID/Panama could bc overstated
 
due to cancelled scholarships not aocounted for.
 

Recommendation:
 

USAIPanama should require the Natiornal Project Coordinator
 
to maintain updated schedules of all the scholarships
cancelled during the period of the grct. 
 .In additions
 

changes in the number of oustanding scholarships shouldbe
 

~~commnicate to USAID/Panama on a timely basis... 

-
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OF LOCAL SCHOLARSHIP PROJECT WITH THE
 

NATIONAL FOUNDATION FOX PANAMANIAN
 
RURAL YOUTH (PANAJURU)


USAID/PANAMA PROJECT NO.. 55-0281


rREPORT
ON COMPLIANCE WITH AGREEMENT TERMS
 
AND APPL-ICABLE LAWS-AND-EQEUI1 TiO 

AUDITOR'S QPINION
 

We have performed a financial and compliance audit of the fund
 
accountability btatement of the Local Scholarship Project managed

by PANAJURU for the period from January 1, 1986 to September 30,

1987, and we have Issued our report dated November 23. 1987. Our
 
examination was made In accordance with generally accepted audit­
ing standards and the U. S. Comptroller General's "Standards for
 
Audit of Governmental Organizations, Programs, Activities, and
 
Functions" (1981 Revision), which includes additional standards
 
and requirements for the review of compliance with agreement terms
 
and applicable laws and regulations.
 

We tested transactions and records for the period from January 1,

1986 to September 30P 1987 which included cash receipts, disburse­
mantis and reporting to determine PANAJURU's compliance with terms.
 
of the Grant Agreement No. 525-0281.
 

The results of our study indicated that for the itoms tested,
 
PANAJURU complied with the terms of the agreement and applicable

laws and regulations, except as described in the accompanying

findings No. 1 to 2. Nnthing came to our attention that caused us
 
to believe that untested items were not In compliance with agree­
ment terms and applicable laws and regulations.
 
Thts report is intended solely for the use of PANAJURU and the
 
U..;. Agency for International Development (USAID). This reatric­

tion is not Intended to limit the distribution of this report

which, upon acceptance by the office of the Inspector General, is
 
a matter o public record.
 

November 23o 1967
 
Panambt R.P.
 

i.....TJ 
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AUDIT OF THE LOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION rOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)
 
LUSAIDIPANAMA PROJECT NO. 595-0281
 

ON COMPLIANCE WITH AGREEMENT TERMS 
AUP~ APPLICABLE LAWS AN 'RQIJAIJ.U 

______REPORT 


AUDIT FINDINGS
 

PANAJURU did not comDute its contribution to proaram costs in
 
a manner acaetRble to USAID/Panama.
 

Condition:
 

According to the computation made by the Executive Vice-

President, PANAJURU's share of program coats provided during
 
the period under review was as follows:
 

Administrative expenses
 
and time of volunteers
 

1986 $65,700
 
1987 -37,900 

The above figures represent estimates obtained by applying the
 
formula described in Note 5 to the fund accountability state­
ment. The USAID/Panama Project Coordinator of the Local
 
Scholarship project, Hr. Tomas Ugarte, informed us that they
 
have never been satisfied with the formula applied by PANAJURU
 
to compute its contribution. According to Mr. Ugartev there
 
have been several attempts to change this method of computing
 
the in-kind contribution without positive results.
 

Criteria:
 

According to the Program Description of the Grant. Panajuru
 
69000 in 1986. and $49.500
shall furnish $87,000 in 1985. 


per year for each of the following years of the Grant.
 

Cause:
 

t

USAID/Panema representatives and PAHAJURU' management have
 
not been able to work out a method acceptable to both parties
 

for computing the In-kind contributions by thie grantee.
 
Presently, the cost sharing is computed based on a formula
 
created by the Executive Vice-President of PANAJURU whioh is 
applied to the annual financial statements of PANAJURU taken
 

r .asa whole., 

A ,+ . + . +++ . : , + + + +. : : : ,A: +• ::.:+ 

I+ ++++++ ++ + ++: + +++.+ .+.+++ +++++ .++. + :+ ++++++ ; 
141A 

A,'A",+;A + A ' A, +. + ;, + + .++ +. + >+++...++ ''.A-A',k,'; A A -- °'. , +++++ . ..... ++ +° ++++ 
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AUDIT OF THE LOCAL SCHOLARSHIP PROJECT WITH THE
 
. NAT~IONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)

ISAID/PANAMA PROJECT NO. a5-9281
 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS
 

AUDIT I:NDINQS
 

Effect:
 

The contribution of the grantee to program costs cannot '4e
 
properly tested to ascertain compliance with the agreement
 
terms.
 

Recommendation:
 

USAID/Panama should require PANAJURU to change the present

formula used to compute its cost sharing to the Projet to
 
provide clear evidence that it is complying with the cost
 
sharing provisions of the Grant as per Section XI of the
 
Program Description. The new method adopted should be
 
acceptable to USAID/Panama.
 

33 - 4 , . . . . . . . . . . . _ . . . . . .. . - 33~3-~3 

3 
3,..'3 '3*" 33'i; '--J333* '3: 333I,3 , . : !"4 .. 33-3.:':: -i:::, 34.: ;S::,: ; . ::: :..> . _. , ::: 3-.;i i 3! 
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AUDIT OF THE LOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)
 
USAID/PANAMA PRQJECT NO. 525-0281
 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS

AND) AH)pI., IJ,AWS' AND REGULLA+IOQS
 

2. DocumvLjajj fiez of schoJarl waS incomplete. 

Condit i on: 

Files of students did not contain all the required
 
doc umentat, ion as specified in the Program Description
 
(Section V - "Eval)uation").
 

Criteria: 

Accor cir ',.o the [rorr'ram Description, a file will be 
establishIed in the P'ANIAJURU National office for each local 
schol arshi p, to include personal data, date of scholarship
aWard, academic records, periodic evaluation results and 
cot Ur v "por denc (.. 

Cauise: 

Certain re(quired documentation was not obtained or it was 
filed with other documents not related to the students. 

Effect:
 
Local scholarsh i ps are granted without fulfilling all the
 

docimrlentali iu r equirements. 

H ( (JflliiiO (t1.. U ] f)lI 

US;A]D/Panarh :hbu'l(d require PANAIUHU to establish files for 
each local :cholairshlp that contain all the required documenta­
tion for proper evaluation of the project. 
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AUDIT OF THELOCAL SCHOLARSHIP PROJECT WITH THE
 
NATIONAL FOUNDATION FOR PANAMANIAN
 

RURAL YOUTH (PANAJURU)

USAID/PANAMA PROJECT NQ,9 525-O?81
 

LIST OF REPORT R CMR.lIN 

INTERNAL-ACCOUNTING CONTROL
 

1. USAID/Panama should require bank reconciliations to be reviewed
 
and approved by the Executive Vice-President of PANAJURU.
 

2. USAID/Panama should require PANAJURU to use prenumbored
 
voucher-type checks for better control of the disbursements.
 

3. USAID/Panama should require the National Project Coordinator to
 
maintain updated schedules of all the scholarships cancelled
 
during the period of the grant. In addition, changes in the
 
number of outstanding scholarships should be communicated to
 
USAID/Panama on a timely basis.
 

COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE LAWS
 
AND REGULATIONS
 

1. USAID/Panama should require PANAJURU to change the present
 
formula to compute its cost sharing to the Project to provide
 
clear evidence that it is complying with the cost sharing
 
provisions of the Grant as per Section XI of the Program
 
Description. The new method adopted should be acceptable to
 
USAID/Panama.
 

2, USAID/Panama should require PANAJURU to establish filies for
 
each local scholarship that contain all the required
 
documentation for proper evaluation of the project.
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