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Mr,. Coinage N. Gothard 
I,',(qional Inspect or G(roneral for Audit. 

5, S, Agenicy for i nternational Development 
oqu qalp, , Handi-ir~ , C. A. 

!It I l M I . ri :!'t I!L 

This rpport preo-on ftq the rtsults of our audit of the Pilot 
rImn,'rct-! ! nari ,arket ; Proj ectl-nas:e I 1, USAID/Guatemala Project 

NU. 520 0141, marag,-,(I by tie Penny Foundation (. undaci 6 n d]el
" tt.'ar , ,U,:)A .N) , rom A mu t 30, 1985 Le Decembe: 31 , 1987. 

Mhe P,., y ,uda - n (i' ACI, ) i s a nonprof i t- ovqanizat ion 
,:taLl 1 ,II. per Law < ie-,I ',, on ,June 3, 197/ , with an indefinite 
life, apolitical i d 'An the,, i incipal purps> nt imn latewith to 


C'Itu, 1] ' rcat i on( t ' I, C''- ' InplmoI1 o;it (1()

, f ot through 

too ftion , ec(Alt ICA I ~ t and Itch icai i iS stc 1 p ovidediF r r~ 

. t n mo.. n. I Os in Lii :;la The IINHACEM bylaws, 
'4! Y , inPp1 f', ' ''' (:)ro'J I: C R, 1970 tfIr, :,, g i nitqlegal m i ,ti and 
... re rv: _s ! "n N.omb , 28, 1970. 'I'' ih,' inginc'lud-t tollo1w 

I ) rincrga!;liqt4 ie I'.,v 1 1 1 Vu.l '"a he L ief i('ill i";; 

.. 0: 1 n)g IipIIn nq ,;r it ins (A t ii1 fami ' the cm)mlhunity; 

sh,i) proc riI the i t rq'ritlt iw 11of ,' "lor!mi, i t ; in!t" (ocio

i c di . , tih - M. [ , rt a r id 
tjrrl om 1, ', 1I ,',t A ftl ,V I 

" ) nc r e d q i n ql a n d~t v -' is i ly i ,j 1 , - Q> - n d u i o I 

' ) r()Jri??}(t 1 il'4 hq"'I [ p itV" ' 11 , ' 'if t 1 if ctor ni th 



Lara &Gonzeikg CPA 
MemberFirm 

76&uCv RoSS International 

-. 1n-:In
1984 the Penny-Foundation~ (Fundaci6n-del- Centavo-,- FUNDACEN)-
started the Pilot Commercial Land Markets Project which included
 
two phases and became the largest program managed by FUNDACEN.
 
The project provided funding to finance the purchase/sale of land
 
for small farmers and support for the development of the land.
 
After various a.mendments, the project estimated completion date
 
is scheduled for August 30, 1992.
 

The principal goal of the project was to establish and expand
 
FUNDACEN's voluntary land purchase/sale program as a self
supporting activity capable of increasing the agricultural
 
productivity and income of the rural sector in Guatemala and to
 
identify and promote additional means to increase production.
 

The project is funded principally by the U. S. Agency for
 
International Development in Guatemala (USAID/Guatemala). Phase
 
I started in 1984 with Grant Agreement No.520-0330 for
 
US$1,000,000. Phase IT was initiated by Amendments No.1 and 2
 
dated August 30, 1985 and July 18, 1986 under Grant Agreement

No.520-0343, and provided additional funding of US$2,000,000,
 
extending the project completion date to August 30, 1988. On
 
July 31, 1987, new amendments increased the funding to
 
US$3,456,000 and Q.26,360,000 and extended the project completion
 
date to august 30, 1992.
 

The project was evaluated in May 1987. As of that date FUNDACEN
 
had purchased 19 farms, equivalent to 3,908 hectares divided into
 
1,223 parcels. It had sold 625 parcels to families, had given
 
titles to 153 of them and had 400 additional families 
candidates to acquire parcels on the most recently purchased
 
farms. The farms are located throughout the country depending on
 
where FUNDACEN finds good deals. The prices paid per hectare
 
varied from a high of US$2,363 to a low of US$44 with an average
 
of US$513 per hectare.
 

AUDIT OBJECTIVES AND SCOPE
 

The general objective was to perform a financial and compliance
 
audit of the Commercial Land Markets Project-Phase II,
 
USAID/Guatemala Project No. 520-0343 as of December 31, 1987. Our
 
review was made in accordance with generally accepted auditing
 
standards and the United States Comptroller General's "Standards
 
for Audit of Governmental Organizations, Programs, Activities,
 
and Functions" (1981 Revision) and therefore included such tests
 
of the accounting records and other auditing procedures as we
 
considered necessary in the circumstances. Our examination was
 
made to determine whether:
 

1. 	The fund accountability statement of the Phase II Project
 
fairly presents the receipts and disbursements of project as
 
of December 31, 1987, with disclosures of questionable costs,
 
if any.
 

Iil
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2....FUNDACEN --is..- financially capable of-performing-the -proposed
 
project.
 

3. 	The administrative personnel of FUNDACEN had sufficient
 
capability to manage the project as required by
 
USAID/Guatemala.
 

4. 	FUNDACEN's internal accounting and administrative controls
 
were adequate to manage the project's funds as required by
 
USAID/Guatemala. Our study included the following

significant controls related to the project: budgetary
 
controls, land purchase and allocation mechanisms,
 
procurement system, inventory system, credit allocation
 
process and payroll system.
 

5. 	FUNDACEN had complied with applicable laws, regul.tions and
 
agreement terms which may have a material effect on the fund
 
accountability statement.
 

The 	scope of our work consisted of:
 

1. 	Reviewing the Grant Agreement, its amendments and Project
 
Implementation Letters (PILs), OMB Circulars No.110 and 122,
 
applicable tax laws in Guatemala and other applicable
 
regulations.
 

2. 	Reviewing the project's fund accountability statement as of
 
December 31, 1987.
 

3. 	Conducting a study and evaluation of the internal accounting

and administrative controls, which included budgetary
 
controls, land purchase and allocation mechanisms,
 
procurement system, inventory handling and management, credit
 
allocation process and payroll system.
 

4. 	hinalvzing FUNDACEN's financial capability to pay expenses
 
unti.USAID/Guatemala makes periodic reimbursements.
 

5. 	Conducting a study and evaluation of FUNDACEN's
 
administrative capability to marage the project.
 

6. 	Dete,':miiiing whether FUNDACEN is complying with applicable
 
terms And conditions of the Grant Agreement, Project
 
Implementation Letters, amendments and applicable laws and
 
regulations.
 

RESULTS OF AUDIT
 

Fund Accountability Statement
 

The results of our examination on the fund accountability
 
statement of the Pilot Commercial Land Markets Project-Phase I,
 
for the period from August 30, 1985 to December 31, 1987,
 

iii
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disclosed-no- material -errors.- Conseq'ueintly7,i 6n-our opinion the 
financial information therein included presents fairly the 
project's situation as of December 31, 1987.
 

Financial Capability
 

As a result of our evaluation we believe that FUNDACEN has
 
sufficient financial capability to manage the project and its
 
resources are sufficient to cover the project's operating
 
expenses until USAID/Guatemala provides reimbursement of funds.
 
However, our report discloses cash on hand of approximately

Q.1,162,000 as of December 31, 1987, principally from
 
USAID/Guatemala funding, which appeared to be excessive for
 
FUNDACEN and the project's needs for the near future.
 

Management Capability
 

Except for the weaknesses mentioned below, FUNDACEN possesses
 
sufficient capability to manage the project's current level of
 
operations. Its management has strong experience in handling
 
similar projects and the administrative structure created for the
 
project is supported with qualified technical personnel to attend
 
to 	 the requirements of each position. The weaknesses disclosed
 
include:
 

1. 	lack of appropriate internal controls on the farms;
 

2. 	weaknesses in the computer department;
 

3. 	insufficient financial data; and
 

4. 	lack of accounting manuals.
 

Internal Controls
 

Our study and evaluation of the internal controls disclosed the
 
following conditions that we believe result in more than a
 
relatively low risk that errors or irregularities, in amounts
 
that would be material in relation to the fund accountability
 
statement of the project, may occur and not be detected within a
 
timely period.
 

The findings on our study and evaluation of the FUNDACEN's
 
internal control were as follow:
 

1. 	lack of an analytical budget for the project salaries;
 

2. 	lack of Formalized Agreements for Purchase/Sale of Land;
 

3. 	legal status of farms improperly documented prior to
 
purchase;
 

4. 	unrecorded fixed assets;
 

Iv
 



5. 	 unr cumentod inspection visits to the farms; and 

6. 	 lack of allowance for had debts.
 

Additional y as set foith i n the work order our study and 
evaluat ion of PU NIDAC L,' s internal controls- included the following 
major areas with 1w f,, !owi n, r.stilts: 

A. 	 Bud e.t ari .(Xil U4.1 U;. 'iTh, f hId u id! inlfIormat ion r.lated t o the 

budgetary ('lit m i,;, ,I o'.' d '',int ! ,!,5 tiO :Uccounting 
depa r: t ,t, is l 'h . Thiri W 1 i nformiatIion 

compar' i nr h[,! A: AMt a , ii p . ,,n i - - NI it emni zedn)r 

budget I "I "a h iN 

befabI I h d p7 ct 1 w! " W5 ; I 4 4 1'PA4d, sous ad alotirion amongl 

different a rM IIa 1 1 A'' " ( UV" IH whC F'! UDAV'F PatII /t 	 id 

of 	 t fa m ,.. 

.Land CB [ I.- }il.. ....I .. t' . { 'i tt IU l IO I . f ii 4 ( ..(', 'r. . .. ... '1 ( I ?t,' -*I }Ilyu 

C. 	 Pro -ni S y m. 141 (' W t PM 11 t 1i 'nmnt. SyStoPT 

estPP 1 I i!:. ._ 

D . r eint.alo aj io n K' ;t,, t i,-v ," ,t'of S'hvt li"'tiS ,. ti)e 

(0% 	 iifhN '. ,' I oi :tf ('I 'I ts t , J' iitt r (' Ir a aiIa C~ 	 j t' I' i'(' tth ",,llse. 

aoin(154tr i :( t ' W t i d U; is " iI ( wqitFOil 	 ,t di i'tD451 ' 

F;rna hitar ~ P 1MQ'd''f4<iS t 14 "S 1i1 1it( '<I VP 1oc t e to 

E. 	 CPa'i Jt .;! c : ion P* roi ;nI i I0 i 0! [ t .t'' i' 'i I. h dt for"I 	 i - o 

'lli oat Iqi '"9. Vhn l c., 'wit'It S,,l , HIIt 	 ,
 

in )lcG']a I t 'mi n' . iHi' cr d is ,.io t o; t recnc'.' iled l(t SaI nO1Thos 
Asa r4's' I I:.(-,",.,1', - , ''',4 " ' 1'',' 1 t~ I.]IL't)'(,t ii t~ihil Iep nyi't 	 Nlwithrcodt s [< 'ild o'i i f arl'm 'i' Ws, u t' fIarml'i's tndcd [ chrt 

i tl of i i 1 ;I 1. 

F'. 	 Pao,....ri , i 1 "m. (W !it o"voi] lu t io nl [," du p t t)[ foif y y q;':'" 	 p) abtes'~llIL lhed 

mato+lial w, }-li,,%q h !s i In" qysltom.I
 

2S , arIPin t 5I t1'Ii, . t ' i'" f h. "1ti 1i I L ' n ]the 

1l.2ll ~l,Land ItI'Al.I t , !-',l 'r.i Wt. . ,wl~, 1- ,i l Ito11r.*an 1,, M ill., ni im 41<t7] Ps a (d tl heo mf x muminilthe 

,llac"Mt 1 ;' W,"Ii 



3. 	 IProductin loans maturities were,d ifferent tLhan established 
in tho a( qreement. 

4. 	 There was a lack of a separate bank account for the project.
 

Nothing came to our attention that caused us to be]ieve that 
untested items warp not in c7omlpl iance with app] icable laws, 
r9( u I K) 5 , and a. a mn termsAla 


at dIraft .du(i. report 
nlanagemgnt and D for 

WP 	 subilttpd KI copy' of this au t to FUNDACEN's 
tVA ,/t tinata t he i,- review and anal.ysis. 

The wr tn coen t ofA VCNDACI,' s manaqement on t his report are 
incl udei n t he at t anhed append i x I and the i r and 
FJSAE[)/G atama a' pmm:nts have been considered in the final 

IT .'Co a , CO I I !d 
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PENNY FOUNDATION
 

PILOT COMMEHRCIAL, LAND MARK ETS PROJECT-P.HASE II 

UJSAIDI/(G;tJ/ATE:t/AkA P I -T 52(0--0343 

REPC)RT O'1N I NANBiIAL, INPI'ORMAT ION 

AU01T''OP :;O'1 I N,I ()N 

We have perfrm-ed a Ifi 11:W And c:impiI ano audi t of t:.he fund 
accountabi lJty Qtldt omIiii:t Q I ' Pi 1(0 Tmrercia Lland Markets 
Project-Phasp' I I ,"SAiI/N ''mi PiI) , 520 0343, manlager/ 1 r,'t * by
t:he Penny F'ni tnli i (V'tw Li V o "n I (r'+,rt '.'o, I"INIDAC'N), fin theN Mw 

t ,=~ ;n t t, , OurperTio f] Ai in, 118n 1 1 1n rI 31 1987. 
exarni nat in 'jw ; mi ni. n ' ' dir,Ii'-'' 'i. tlh Ii'i t Iv. ;I(:,C ptCC]
,aUd]it.int ta ndar d i n+ p! t 1P' 1511i t qJt K'I at t"; (' Nmpf ru'l in.i Genrl 's
 

" tincudorI . ;ur I I 1 anu(,i nIi ivcrda much-' f ,h p( Y a nd1 ot her 
auditi: . or 'll rw '; ! l I , I Sd i ntrde rp- OC 'r 110CO the 
('1 SICUIrTIS. . t71 . 

As- descr lI inn t A, t w ipol I.I'' , i'licy is; tC)t )roppare t he 
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farms: ac:qu~i r -A I,f";, 1w t w l~tl K i i , Thi liab i ity
' q 
 il 


liS rno t Inl,'l l i k . 1 1: t hf, f 1110J m ,t(' H t A kli,! 1 f w l .>tl 


[/rn (All f I 1) I''li, t he f W ; I ,'011,t O I I ' II ' I "-, I I1 1 87 an O 


ai1o%'f [) -' ll q f a I r I y t h- i I nA niI I ii jtll tiwm I In.'t " in i n l u ei , 

HKfAIl)/(Gwil."-t "mhila Ii j mst Kt VP. 2)" 1 In 0 t Io c Ph SI11)! n 1t Ptl,,+1-1 ' r 5)20 0343l1 , hm)1k Ph"+II pl.'irwriod( fromnm s/ 11Auguqtst 
3 0') 1 9 8 5~b , y lw h tl, li f , 1 9 8)/ ,, rim Q+, <a~c .co u i r~g ' tl t h "+ b d in n 




described iii Nt-o A which has been applied in a manner consistent 
during the period. 

March 11, 1988
 
Guatemal.a
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PENNY FH)UNDAT ION
 

PILOT COMMERCIAL, LAN) MARKETS PROJECT-PIASE II
 

USAID/GJATMAIA PR)J E'i'T 92020343
 

FUND A(UO)JN'IA A [I,'1 S'lTATEM ET
 

From Aut1-t. 3'J 1985 W )eH'cember , 1987
 

(U. S. D l lars) 

Budget Catyealor jes Yudg t Actual 

Income: 
Funds rcivec from 
USAID/Guatemal.a $2,000,000 $1,603,617 

Expend i t , : 
Land wiil, /Sa!.c 900,000 542,840 

Gu ran t , f."n,,i- 200,000 -

Prodiup li"o n)a-ls 450,000 449,239 

Tradit i onal programs 50,000 49,996 

Admi ni astr l i v'e 
expenses 400 000 198 177
 

$2,000,000 $1,240,252
 

Cash in banks as of
 
December 31, 1987 $ 363,365
 

Enclosed notes are an integral part of this financial report.
 



PILOT COMMERCi A, I AN I) MAItK FT'S PR(JECT--PH ASE II 

USAID/&], TI;NA IA P N,CT 520-0343 

NOTES TO TIH EU I) ACC()UNTABILI, ITY STATEMENT 

From_An_niu s.t 30, 1985 to c r- 31, 1987 

A. Summaryj~ff__ion, fteai t Ac., 1111 t ng.Poici s 

Accounting Method. ie find ac'countability statement of the
 
project is rerorted on a cash bas is in which revenues and the
 
related assets are rocog l od when received rather than when 
earned an,1 expenses are rn,'q n z,, when paid rather than when the 
obligation is incurreel. 

Forei n Cury.-n.c T iSlatLion. T1ho LUNLA(CHN's accounting records 
are maintained in Quetzalos, the GuatemalIan cfficial currency. 
flowever, the find accountability Q'atement is presented in U. S.
 
dolla rs appyinq Lhe exchang e ra-es used by EISAID/Goatemala for 
each advance toe Penny Founida ti a, wh.ich is similar to the legal 
baiking ' .chao ratei in offect, using the first-in first-out 
metiod (HI.
 

B . Grant Ag re ement 

In 1984 the Penny Foundation (Fundaci6n del Centavo, FUNDACEN) 
sht, rt ed the Pilot Commercial hand Markets Project which inc]uded 
tw pha sq and become th eh lrg,st program managed by FUNDACEN. 
The proje,; prey jodt fundirg to f inan o the purchase/sa.e of land 
for- small] far mers and slppor t for the d 'evelopmentof the land. 
After var rm-nudmn, t h prno,] t , st imaf-ed completion date,ns , 

is5 sc h Iin for Augus W, 10 Y 

Tle pr in " ,al t1 , I was to 'stahl and,! ' .' i sh expand 
PUJNDACEN'' s.' ar' l,and )uLrchase/sale progra as a self
support in, Activity rapab.l of irrcreas,ng the agricultural 
producti ut y arnd r incomp o1 th rvural setofor in Gna t'zmalIa anid to 
entify ariir e-orr,,to d tnt I rrWrn tI i ronncro arne ir.. t ion. 

The proli rut is f UIrIt 1 J ,I p ,II lo", the U. S. Agency for 
Interriatinor, ' D v I oprl erift ]. WA t I a I (P I,0(AInGateorr la ) . Phase ,(mn t 
started in 1984 with ,rant At reiment No. 520-0330 for 
uS$1 ,000,006. Phase i[ war ; i i i ,d by Ameindiren t s No.1 arid 2 
dated Arlust 3(J, 1985 and Jul, 18, 1986 uinder Grant Agreement 
No.520 0 i,1, and providd aiii t renal funding of US$2,000,000, 
,xtorldiriq t h aiy) ." rnntipl't iO)l ddt e to Aiiust 30, 1988. O" j9uly 
31 , 1,87, new am 'rdr rt-> ii':'{ ree;'d. the ;nding to US$3,456,000 
nW . . , fd0,000 and externdi t i prj-ect; compl eton date to 

Aurgus t 30, 19 92. 
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PENNY FOUNDATI ON 

PILOT COMMERCIA, LAND MARKETS PROJECT--PlASE II
 

USAID/GUA.TEMALA PtR)JEC'T 520 -.0343 

NOT. THE _TOFUN ACCOUNTA BI ITY S'''PEMENT
 
From A,_ust -C 1985 to December 31 1987
 

The project wa-; eva]luated in May 1987. As of that date 
FUNDACEN had pa tchased 19 fart:;, (.,quivalent to 3,908 hectares 
divided i to 1 ,223 parce s. It had ,nld 625 parcels to 
families, hodi ive , tit -I, to 153 of them Anid had 400 additional 
fami.l 0 a';s ,,:,' i,t-p to Acquire panl e1! ont the most receotly 
purchas ,d f..rims. Tho faI '' s , locate(d thr(,tmihton ttho (ount ry 
dependinq cm 	 f i ,ood deaIs. Thewh.,- FU.TK g, prices paid 
per he t ,. v ri-A f,,r,a a hi it Q =, 2 , to i low of "S,44 with 
an av( 1iq ' " ,VS,713. , t t r, 

The 	 I",n;, o f 1 1 rtspoc ifi : por P hAs o I t tho tr, is to, support 
the do,,v ,,iot o , W) p rln t t small fa,rmers to1 ,II 	 M;ist 
purchasn ar, ,)In laindi's -n I I) p-,,t.' t 1) lhnts farmetts with 
product i' , ''i, t 011d I ill,, t 4&,'hii,', , i i , I tI (. The fl1 lowing 
object:iva:q ha,-, T,,d !(a. t I " (4 th et Plase I I: 

a) a Jtnq 	 thielo ot'~n mi quarililtl' In-nia, fot sale of land 
in 1p1 sI w of'.;t the ' I i ll r-i'v''1- s.t t he sellin g price 
of th 'l 1 ;il IN Po 1tl o ti' e mat i ier i mortgage 

gUJ a WV1 IS' 10 W 'ittI '; I , Wl . 

b) 	 To 'ot ahl h i land hdo flt~tH fortmt farmer s, whereropitt 

part tc pants om Is t pzvid" t as 
 t x o t I i down pa ymnen t o11 
the 5I-Ptoi land patroln anid joy' tin' reminiing balance in 
insta l l t ".V it the til aq, iudiant uti l final payment. 

C ) 	 To) ,'-'t ~ , ~~a1 I'nt'ositlain at A., Intin Ipaym en t tA !Q ~' ~ ~ a ~~ ~~ipp'it~~ T o" - h ~ S m t.lt tarl w lIt <'11etnin u[Giv'ihPiit to 

the 	 (a, A nyi ,liinq '',lnit 1, ,td"4 I h debt or. 
Th is m!"u * i' 1 f it p le n' guiariant fi1'tund int do I Iaiq in a U . 
bank, .,,i h .,' l b, in rio'-'. d periodial , to th , equivalent 
of 101 ' ti, poidin hilanc on ton ,i'' lai . AfterI purIq";, of 

1901110 07 n1iton, I iI~/;utt 412-"n an ''1( use4 this food to 

'ot i ai ai i 

iSslanc4e and o i i ol , }oidr-, ha.nntl on 


d) 	 To t altat nhIl in'' tni ' ithin I[i'AC'N for the 
n ]"i m ,, collateral 

provicded ,.,t s l l ' tl< t ,Ijo;-, 0.thtt10 Ibth laI t so additional 
finanai,, 's, ur-ps lay iw oin iiei I on tI ,V privat~e sector 
to coot inn th- landi r k;- tinn it ';rwio . 

e) 	 To prov 14, liIuTIoxtmatyI , / 5 , i'j-pa ing snmal l farmers a 
minnjnimt I . [,wi ofK5 hoctaro. family arable land with title 
and deed. 

r 



PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKETS PROJECT-PHASE II
 

USAID/GUATEMALA PROJECT 520-0343
 

NOTES TO THE FUND ACCOUNTABILITY STATEMENT
 

From AuL3yust 30, 85 to December 31, 1987 

FUNDACEN sha Il mai nta i n proper acc0o1ti I ng records to control the 
grant funds. 

The grant can he terminated or suispidnd] under the following 
circumstances: 

a) 	 the grantee fnaleq to comply withP t he condit ions of the 
agreement; 

b) 	both parties agree that cant ii ing the project would not 
produce beneficial result uriemmensui ate with the further 
expenditure of funds; and/or 

c) 	 A.I.D. d:et errmines that Cant nuat ion of funding for the 
project is noet in a,:co danc' with the nat.ional interest of 
the United States or that it would be in violation of an 
appicab I e law. 

C. 	 'The Foundat i,' 

The Penny F1',Bnda tion ( FUNDACEN ) is a nnprof it organ Lzat icn 
establishr p',r, low. decre'e on June 3, 1973, with an indefinite 
life, ap itlicl and withm the prinripal purpose to stimulate 
mutual coop',ration ftr the development of: the communit:i es through 
promot: ion, 'con~mni cal support and l.e'hn 7"aal as;i stance provided 
to the ast needy 'Ct ors r), r in The;:m . - 'deJ Giuatemala. 
FWINDACEN's Pyltws, wer, r,:ir-.d nn un 8, 197 hb fore it: legal 
recognition awl w"r e re.,vi ewed n "vwin', 28, 1979. includev They 
the fol owi nm ehj.'ct tees: 

a) training eosidents and rura I c'rntriuri it i';5"n the uses of 
credit; 

b) increasinrig the level of income of t he Paerficiaries; 

c) improvingl 1 ; ; tP.. ant community;ivinq, r'ndiitio of farmily the 

di) 	 p]rocluring I riter W(tt '"Ir-tiii ie; t h(.rj( t1e t I, t 1wt, it i nt" !0C10

econoit r I i f'f oi thph rnnrt t ; 

') 	 i ucreasifti d s f i in -'' I pr odi a)and v,.' -- tt'0. f t ion rl 
inprovin f trmim ni, at i san1 and' inrudtlr il, n od ct iorn; 

f ) 	 [promlI()t r lann isn; iliar"',v nn;inq To 	 I) Pdtt'at and 



PENNY FU)ND)ATI I()N 

PILOT COMMERCIAL ILANID MARITIS PROJECT-PHASE II 

P(,ti.:K'T
USAID/GUATEMAIA PO 520-0343 

NOTES TO THEFV FUND A(XU)JTABILITY STATEMENT
'' 

FI.AL. 'flE) st 30 U 1.9,815 to Decembe r 31, 1987 

g) 	 promoting the a t iieipat i on f tnv private sector in the 
socio- co n ic ,o(,vflopI~lfri t of ti' c(oIInt ry 

D. 	 Commitments
 

Due to the nat ure of tile pro](,ct , basical ly consisting of 
purchasinq th,, land and piovidinq credits to small farmers, 
FUNDACEN has crommit ti,,d t pay1 t lit remaini ng 50% of the 

cost of I, i, .1 ,407,654 in r I ,, tni ,i 31 , 1987. 

To cover such debt FUNDACEN must. sns I he roflows generated from 
the loans tn henefici 11 w , t ctali nj as uf De.cember 31, 1987, 
Q.1,362,386 (on agricul t ural loans ad honu sin construction. 
The smal fl1,r. w v a I el1 , the if arel or l i In I 'p y loans t-heiy 
succpss ll] in d I. ee%,lin) 1t pr (.ct i1n thet l10119 term, obtaining 
the nncessa iy [pr' its ton pay the n i ,ta ellmnton the purchaseS of 
land, aqi rcult rnll and ie usinq I c:na ; and obtaining sufficient 
excess to (c'ho th,' cssary "xpenss i to maintain their 
famil ie . 

On Jann1.!1, 1 8 i FI Pi n( o I iI located in Guanagazapa, 
Dcepartinet "f sncnintla, wi cli hias 74 hectares and is mainly 

dedicatted to, p1ineappt cultivat ion, a all cropen nod fire and the 
was lost A W i,-, 1 , 1987 t i-so farmers owed Q.39,002t'er to 

At ' cI ibl1the pre whic iv ,-n i. ' 1 et,'t by FUNDACFN because 
new crops a ll itrast illu't nr wr i-(d'i !' . 

The F[rtIy I0U;' , ')ilnt i in, rA iMPt 14 latv, t o the project are 
stated ,i Q ci, o i] (0 ) , the mn tary unit of Guatemala. loreirgn 
c'urrenc'I i ,;ct itns muslt he reI i/,"'I I hlir qh the hank i n( system 
in which hLi -" di f t-r ,nt ze'hanti e oI i .,!;h vo been establi shed: a) 
off cialI 1i, P t t ) pay 1WI, e" i I eitt and t 11,h pr i vaWts 
]iabilit i,,; r,,l I! , e', fei r ,e teo ,Jie 6,, 1986 (j.1.00:1;$1.00); b) 

re(Julat-ee dvlW 0~t PAfY ilnf t; Im o, I iquiielt exports! 
in, , Ii v f"i lr a':tion; 

niot- Ii - I hi i;c* j il I 4 whert th(. ' |ll¢n_ 

(Q.2.50: :;I,.0(0); A l i ) &An -,t those', ) 

no It I el vi/ t )rlo ' 't s, x ( 
rate In trt Oel I Qc W j I ,,edit Al y, e IidI. As of De('ember 31, 

e i I tli l, i k-, U.2.51 :J;$1.001987 the ai,iI,o:<r:, ,ti s wa: 

http:j.1.00:1;$1.00


La ra & Go..dez, CPA
 

PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKIFS PROJECT-PHASE II 

USAID/GUATMA, ,A".POJECT 520-0343
 

REPORT ON F INAN A CAPABILITY 

AUDITOR 'S (nP'IN! ( : 

We have performed a study ,L.d 'al , tion of Penny Foundation's 
financial capability. This oval at ion was made in connection with 
the financial and complian audit of the Pi lot Commercial Land 
Markets P'rojrnc't -IIo; 11, USAI!/Gniiit ow ali Prrject No.520-0343, 
mfanaqed hy PCon, Fn n delCro FIUNi)ACENtho r it ("mnaci entav(), 
for the p i furrn A i r 31, 1985 to O nombr 31 1987. Our 
e'.val t innr 4{3 1 '' lnl1 1(i1 tovIinthe st at ofoml'n! work 
for ths, I i ldii I ,trud rnml i1nn u it . f t he alcv mrntioned 
[1'rO) ect jii C'c' w th, St ates;i iinr ,aw'l' 4 iti Unlt e, Comptroller 

Il " i d i Orq(Gnora 'q; ,lAm1 ; for Aud it Kvrnms .tdt arizations, 

A'S disc . s d in "Hi d-'t 1 :nt t ho' aw''0m111ji) , , I tindinq No. 1t 
FUNDACEN, o in nin 5 la iqp amount!; of -t;h in hank ac'ounts, 
principail fi w USAID/Gtnt a Poas v a.',nces, whicoh as of:7,had
L.ecembe 31 , 1 n 7, amount U t Arnat.yioy ,1162,000Ap,n M 
USS 430,04"' 

In 0 11 r1 Pi H i (M t h U.1m y'un r'i i t p n. i; , i fi 7icientL 
f n7 rini I rprbhnhl I t 'y t ') a inli ;ft-1 t h- nt,,,'t anld it ; r';ources 

'
nis 1 n' "' 4"Kai F" ' f ' ii t t" flit, pr'' '! . . t q ' < jrW ; Ili


USA, [.d (Via wh 1 pt,,x "wl t , ni. I '','l 'r 

h'[i!; r1,, 1 I 1 n h I ' t riteisid ali II ltt ' I ', ';t Istit ioln of 

Th;s r *t Ir - i, I qin ii i he Ai t i I (B r,.i..po. 

fiKT jti;J UO 

'ttMarch I1 1, 
(hll nl ;
I, 




PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKETS PROJECT-PHASE II
 

USAID/GUATEMALA PROJECT 520-0343
 

REPORT ON FINANCIAL CAPABILITY
 

FINDINGS
 

1. Excess Cash on Hand
 

Condition:
 

Cash advances from USAID/Guatemala amounting more than one
 
million Quetzales, was maintained mainly in bank non-interest
 
bearing checking accounts. This excess of cash could be
 
maintained during the next year because FUNDACEN will receive
 
additional resources from USAID/Guatemala for new purchases of
 
land and agricultural credits. These facts demand inmediate
 
follow-up in cash management.
 

The FUNDACEN's budgeted amounts for 1988 as of December 31, 1987
 
were as follow:
 

(In Thousand
 
Quetzales)
 

Cash on hand as of December 31, 1987 Q.1,162
 
Expected income for 1988 7947
 

Budgeted expenditures for 1983
 
USAID/Guatemala Project 520-0343 7,870
 
Administrative expenses 345
 
Other projecLs 210
 

81425
 

Expected cash balance as of December 
31, 1988 Q. 684 

Criteria:
 

Cash advances from USAID/Guatemala should not be in excess of
 
budget expenses for a three month-period.
 

Cause:
 

There was inaduquate management policies on the handling of
 
financial resources.
 

9
 



PENNY FOUNDATION
 

PILOT COMMERCIAL LAND V',.RKETS PROJECT-PHASE II
 

........... ...........................
US-AID/GUATEMALA-PROJECT- 520-0343 


REPORT ON FINANCIAL CAPABILITY
 

FINDINGS
 

Effect:
 

Profitability on available financial resources is reduced.
 

Recommendation:
 

USAID/Guatemala should require FUNDACEN:
 

a) To prepare reasonable budgeted expenses for a three month
 
period, to which cash advances would be limited.
 

b) To transfer excess cash resources to short-term savings 
accounts in order to earn interest income on amounts not 
immediftely needed for expenditures. This interest should be 
reimbursed to USAID/Guatemala. 

I0
 



Lara & Gonzle, CPA
 
7bwuc] RosMIrnatm
 

PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKETS PROJECT-PHASE II
 

USAID/GUATEMALA PROJECT 520-0343
 

REPORT ON MANAGEMENT CAPABILITY
 

AUDITOR'S OPINION
 

We have 
 performed a study and evaluation of Penny Foundation's
 
management capability. This evaluation was made in connection
 
with the financial and compliance audit of the Pilot Commercial

Land Market3 Project-Phase II, USAID/Guatemala Project No.520
0343, managed 
by the Penny Foundation (Fundaci6n del Centavo.
FUNDACEN), for the period from August 31, 
 1985 to December 31,

1987. Our evaluation 
was performed in accordance to the
 
statement 
 of work for the financial and compliance audit of the

above mentioned project and in accordance with the United States

Comptroller Geneial's "Standards 
for Audit of Governmental
 
Organizations, Programs, Activities, and Functions" (1981

Revision).
 

In our opinion, except for a lack of appropriate controls on the

farms, 
 some weaknesses in the computer department, insufficient
 
financial data, and a lack of manuals and written instructions as

discussed in findings 
 1 to 4; FUNDACEN posseses sufficient
 
management capability to manage the project at 
its current level
 
of operations.
 

This report is 
intended solely for the use of the management of

FUNDACEN and 
 the U. S. Agency for International Development.

This restriction 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.
 

March 11, 1988
 
Guatemala
 

fA 



PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKETS PROJECT-PHASE II
 

USAID/GUATEMALA PROJECT 520-0343
 

REPORT ON MANAGEMEN;'CAPABILITY
 

FINDINGS
 

1. Lack of Appropriate Internal Controls on the Farms
 

Condition:
 

The farms lacked administrative controls for the distribution and
 
consumption of agricultural supplies and for accounts payable to
 
FUNDACEN on agricultural loans. Receipt and deliveries of
 
supplies were not properly reported and loans provided to each
 
beneficiary were not controlled or reconciled against FUNDACEN
 
controls. For instance, in our review we found that the
 
beneficiaries of the farms Venecia and Sam Greene did not know
 
their loan balances as of December 31, 1987.
 

Criteria:
 

FUNDACEN must be able to control all areas of operation including
 
the farms. The administration of each farm must keep the
 
beneficiaries informed about their rights and responsibilities.
 

Cause:
 

The technical personnel lacked knowledge of administrative
 
controls and in some cases, charges to the beneficiaries were
 
estimated by FUNDACEN.
 

Effect:
 

Some agricultural supplies might be lost without identification.
 
Dissatisfaction of beneficiaries may arise regarding balances
 
reported by FUNDACEN.
 

Recommendation:
 

FUNDACEN should implement better controls on inventories, loans
 
and accounts receivable related to the farms. FUNDACEN should
 
provide training to technical personnel regarding the
 
implementation of administrative controls and reconcile the
 
subsidiary records of farms against FUNDACEN records.
 

2. Weaknessesnin the ComputerDepartment 

Condition:
 

The computer department and the computer records on loans and 

12
 



USAI D/WEATPI>AI, 140HC WO'01343 

REPORT (T MANAKMRN WJ4B TLI TY 

accounts rpe>iv'abl '~shl(w- th 101"wi flO wooknr;ses: 

a) There wer- no pylblOn:1m promur ; withi prp-nurubered 
cont rol ; nd/or ccivow in W1 tho print outq wit h t hr figures 

showo ~in tio qwfl rn 1- im 

1' 1 (' I r , r)t1[ )i it i 1 0~r,X ia I r, 111 1 1f4 

rj,7tof W. !o:1 W, "ill I Irl I III 0iiflI inn roqard iiq the 

Vr ito~ria:
 

a ) in14Wt co i ti tiii; n accounts
All] i aikv;0 1(1 cI~ lo and 

r~ce~ivokIni mhiI( ld4vj- I-jl. Flt)'. I (iW m!ont and pr -um e e 

prT i or t ') 1 i r 1 -' o 1 I I . hoO1iIii o~ onmv O comiputeCr izied 
5ubikdiiy 1 070 -1"r~t 'n100 1 i tocnvid mtonthly aqvainst: 

h)) c o q'vl K,'(~Z 1, 1"'1 1i Pow 'o 'I 1d bp liiu t ;'r o 

it k i 1 1 1i 1d v o d h u d b 

~;ii~Ii~i 'i' ii it?1'! oat i')H, krIncudkro arioourt 

-rd'iq p I "i uoi to it tof, loot 0 1ir iio!y amount 

('ri I , '. t ' ( ; o l it - -') I t , Ii() 1 

di'; 



1040 MA=TIS'I'5PILOT (OMMR' I ,AL 	 ,JI:(". P!IASH-;E II 

USAIr)/UAWMIA "W V"'iT r,0-0 34W 


REFPORT' ONr MANA(~.MMEN'] (WAIABIITY
 

speci fic cont 1rols nor ind penent eV iews wore performed. 

a) 	 Some, ransact uons might not h r-o'rded because of the lack 
of appropr iate document at i n and controls on input 
pr.ced Lr,. 

h) 	 Cha et W t ho;,:dat b, ikit,made wi thoutt written 
authori ii a) dI](1 !itt iwK if icat. ion on1 WLw i luor:t voL the 
acc Ir'.y W q h ktt i,-t--"; . : Ir eia'rldaont ro'v a w on the 

(eport , r . 

I mlpol 1 "nt do, .A '1 n. i.lf :: HaI "I m t iona 1)ni t Ion Ia)t , St olon 

i ,im p1. i ir, anuteri) 	 The , t ir, a by com dopartino1t could be 

1 W1)A II 

a Prope,iv ,OIIfuiolt and pro- numbor all comput er input 
ransa.tions lqardnq credit s to beneficiarios arid the 

acconinq na dep)art mont sAn:u1 d roconr 1e t ho balances in the 
pri 	t. nut) 'wi V t ho oon t I a a an ina t h, qiorao a 1 .rol i. 

which PP,; ii I., ,,t I t) ALnU II :,y"t,,'] 	 nP y autholr i zod 
[p,.r.so.nno;,l. 1hi h :;, ,] n-~cludl, th", Wq":, (A! p,-i;-sona1 keysh"., i 


" 1.t Acpq ti ' ho rv1 0! "I (;.'~;Jar 
° : ', 1 ' ,, t :(o: . ftw rV~e ~( -I" II 41, ' ,f .' t :, :fA 1 ,q 

y) .i'eII , ia'kJ; , t h , a I ':In pl 

)] liI l( '' ' , thwP 'I I I V1 	 W jaPt ,1 

I)$.,;a rIr " , t I 'P t Iw 4 1 ,ti' I r"!I 1 f, a 1 1(11:, t Id provi(de 
analyticala int ~ Iat inn ~ itV a 0 liL IclC)iJL Iawl I(oo rntr 



PiENNY l, )UITII A'I' ()N
 

PILOT (OMMEIJR Al LANI M AP t PI' T-1PHASE It
RJE(f" CI 

USAID/GUA'I'tEMAIA PJIOCT 520 -0343 

REPORT ON MANAGET"MEINT CAPA BILI TY 

.1 N) I NGS 

3. 	 Insuffici ent Financial Daa 

Condi t i on: 

The finorilI inIormnat ion cuir1ntly provided t:o management by the 
account i nq department i s insufficient:. The reports prepared by 
the accninit in' departmetiit I rNkod in forrnat ion regardi nq: 

,
a ) 	 budulo-tdr ,> iri ,/ c(Anjit "iF anld actual-ix-rcl wiI. f hl i 'n{>i biulqvt ed¢ 

expenses; 

b) opordf~t i ,)ii I (no; v ; ]l ninii rA'i f)n1 -,ich farmfl; anld 

c) 	 cash -fJ 1,/,w, ,. -t, .por y-irn 

Criter id: 

The abot m inf ormat ion mlust provided on a 
basis is d ""n I ttI" it teh mainaqement decision process. 

;.nt 	 ionp he monthly 

Cause: 

The acotuu ti inq dtp ,irttment h<i not 1,en requiired t:o provide this
 

informat i, .
 

Effect:
 

There ir a i sk that timely and appropriate management decisions
 
cannot I- mad". 

Reconmendai nn 

FUNDACVW K w-n[,J'(''inkitt(I c 2,liitmfln,!ilt 5houl d he req ii red to provide 
managq "r t. i mnnth ly inormation rola rding: 

a) bi)1(J(jt'! 1 i 7(1t ] I 11:1 id r!1 a (i)mpl 1 on of budgeted and 
acI(7tuli I 1,tr ; 'with 'x I linittior of significant 

h) 	 c<nplt ,, K I A I q, t i *I .; i rlcnc' rred onl each 

frI I; oil 

c') 	 pIo)" 't "q'h I Iow ari xl r.r ;i I i qualit 



PLNNY FI)i)N ATI)IN 

PILOT COMMERCIA I ANI) MAPrVT IPR"2 JECT-P HASE II 

USArID/GUATEMALA PH ).EC'T 5 (0-0343 

REPORT 'N M IANA(GIENT C.PABIIITY 

F I ) INGS 

4. Lack of Account i ng Mnia I 

Condi ti on: 

FUNDACEN dI no0t have accountinHg manualis explaining the chart of 
accountq and the different operating procedures of the accounting 
system. 

Cri teria : 

Account ing manuals provide uniformi ty and facilitate an 
understandinq of control acconnts. 

Cause: 

"':cessThe ,v of work loI i n the f i nancial department has, 
apparently, not allowed timn t o prepare the manuals. 

Effect: 

There 
the 

ig 
use 

a 
of 

risk thot tho 
t ho ha rt f 

tack of written 
a ccou n a.S and 

explanations 
the other 

regarding 
accounting 

procedures will I ,r ul nt r"rors in the recording of data that 
might not ho d t,wtod. 

Recommendavi. n: 

JSA ID/Gu t am I , 'Wo1Id r,ui yr FUNDACEN t" prepare accounting 
manuals andi w/r ifton acr',ut ing procedures for the project. 

I ()
 



Lara & Gonzalez, CPA 
Member Firm'"oucwRoJss International
 

PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKETS PROJECT-PHASE II
 

USAID/GUATEMALA PROJECT 520-0343
 

REPORT ON INTERNAL CONTROLS
 

AUDITOR'S OPINION
 

We have performed a financial and compliance audit of the Pilot
 
Commercial Land Markets Project-Phase II, USAID/Guatemala Project

No.520-0343, managed by the Penny Foundation (Fundaci6n 
del
 
Centavo, FUNDACEN), for 
 the period from August 30, 1985 to
 
December 31, 1987. As part of our examination, we performed a
 
study and evaluation of FUNDACEN's system of internal accounting

and administrative controls to comply with the requirement of
 
this engagement and to the extent we considered necessary to
 
determine 
 the nature, timing and extent of our auditing

procedures. Our study and evaluation was made in accordance with
 
generally accepted auditing standards and the United 
 States
 
Comptroller 
General's "Standards for Audit of Governmental
 
Organizations, Programs, Activities, and 
 Functions" (1981

Revision), and included a review of the significant internal
 
controls in the areas of budgeting, land purchase and allocation
 
mechanisms, procurement system, inventory management, credit
 
allocation process and payroll systeiii.
 

The management of FUNDACEN is responsible for establishing and
 
maintaining a system of internal control. In fulfilling this
 
responsibility, estimates and judgements by management are
 
required to assess the expected benefits and related cost of
 
control procedures. The objectives of an internal control system
 
are to provide management with reasonable, but not absolute,
 
assurance that assets are safeguarded against loss from
 
unauthorized use or disposition, and that transactions are
 
executed in accordance with management's authorizetion and
 
properly recorded to permit the preparation of financial
 
information in accordar e with generally accepted and/or

comprehensive accounting principles. Because of inherent
 
limitations in any system of internal control, 
 errors or
 
irreyularities may occur and not be detocted. Also# 
 projection

of any evaluatlon of the system to future periods is subject 
 to
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Larn 6 ii:lC:.&lA 
KI,, h, !,at ,,;U I ,~,, i 

the rr A: that prLouries ma.y becme iradequate because of changes 
in ,-orH I,'n ; or that t he deqrr of compllianve with the 
procedu vl.2 mav dlotor i "ra t P. 

alnd i (MI IV:- t h,O)ur st U.dy' ,,va I uat "i, wit 11 l imite d pulrpose as 

descri-t ,d i th, if t pit in tapih, .t)i I d Wid Hioc'sari Iy di close 
a 1ll ron t i) j ,i .. s, I I . t em, aid ic7or(I l Ioy, do not, 

_ex " in ri iT tr o I t n I ,i .;v t Ail internal cont l "f FUNDACEN , " , ,nd ",valutl, ion di"~Closedtaken A , a wh, W,!,. !{. ,,)1111,,,t <', a,the ' nI ii (I.n ,In ''YcI in ,d t W t ', i rti f i qri. N0(.l to 6C 

that w- ,,, 1i>ul n 11"Mt,air d,,1<ty ) 'k,' i or ,, low1'ris.7 -that!,i ' I ! (I'II!t , I, in ! i1111 Pl,, t III l . ) I , I ;-r I I ille. 

ro"lati,> t, n fl,u~r., ,"A1t, ', 11 1 t . <t a ,my, q tt,1W >-, ,p,. may 

),CC 111F ai" n.,f , ' 1 W It 1 11 1 JIM ly, I qj. 

This , r in, nP l n fi:t'r arilin I 1, W f t- ,A(liKI the(; ,S A; f U. 11 - 1:1,, & ,1, 11 u, , T h i s; r-p s' i c t i on i si v i o n "y I I n ' ",, l-I~ f . t f 

niot inlto'n (]ltJ W l] i i t tho dist)i ri)t i at of thPis ropeyt which, upon 
arceptan'o by the 0I f ic of the, Inrt :.;, ', Ue'i r, , is a matter of 

March 11, 1988 
Guatemala 
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PENNY FI NDAT I ()N 

PILOT COMMERCIAL LAND MARKETS PRO JVCT-IPEIASE II 

USAID/GUATE:MALA P'IJ('I'No. 520-0343 

REPORT ON INTERNA , CONTROLS 

F I NDI ]s 

1. Lack of Aria lytical -ud! oht_ fo- tho Project Salaries 

Condit i on: 

There wa 11,o a Ia y t i ca I budgq I: i dent i fyi ng each authorized 
pos it i on's sal a r .
 

Cr i t e r i a:
 

A list ot the authorized salaries for each position, including
 
fringe benefits should be elaborated for the project. 

Cause:
 

The projoect agreement conta ins only an overall amount of 
US$60,00C for salaries per year. 

Effect 

The ;alaries- of some off icers are higher than those prevailing in 
the loca I ma rket. FUNDACEN would not have the economic 
ca pa bi lit.y to pay sutch sa a r ie u neI ss subs idi zed by 
USA I D/Guta tnm~i I a. 

Recomrnenda t i on: 

USAI D/Gua,,fa aI shou Id requirf- FUNDACEL to review the current 
schc-i lo of sa 1a r i es and proCp r an a in, .y t i cal hudge t with 
salaries aid job descript Jion.w; for- oath employee of the project. 

2. Lack of7 Fo r I iIz d Aj91 11 1 1 . o/IICS,a f.S l o f Ladrid 

('onlit: i , n 

The p r se niran1t od t t Y hen'. c I ra not !;ip withIIt i('jiar i o .rted 
writte:.n forr;i-a agroo ,nt . htwoM Fl.)ACIh tid th(o henet iciaries. 
Cr i tor i a: 

w41h ich (-()I]tId h ,I I:t-d. " 1) .1"}, ,/ ; , I ) ( trli ! " , ;houlId be 
COMplI, 1 ;,) , (;;t, I I I. i 1,(1,; t i t thfl y I i h1 tile 

owners of t II,' te. 1.2; .if t. ( ,-)Jl[' wit h the cout riactuIal terms 
est:ab 1i ';hod 

' 



PENNY 1.')IJNI)AT!MIN 

PILOT COMMERCIAL ,AN) MAPETI'., P'POJECT PHASE II 

USA 1/GUATI MAIA PI WJE(T'T No. 520-0343 

REPORT ON [NTER'PINAl ('()NTRUIS 

ti'1111)I EGS 

Cause: 

FUNDACEN did not consider it necessary to prepare these formal 
agreement-s wi t-h the benc Loiari e. 

Eff ect :
 

The benet ici a ar ,arowhom- usually are illiterate and 
never have, ,wn'd r f ,,etate. Thoreforo, they are distrustful of 
the proqr-m and some of them desert it A forinal document in 
thei.r hd woiil d ho very reas;stiri u to thern. 

Recommend,. t.j l)n: 

USAI D/(iua t-,ma a ;hou Id req(upii VI N )ACEN to prepare formalized 
agreements with the beneficiai ies. The agreement could be called 
a "'Purchase,/Sale Promiso" ind wo iild document that the beneficiary 
wi. II be thf e)wnf r of the rc'- Th form should a 1,so include[),a the 
cost of t ho 1a;,) l ] '11A t 11, per i"dI- m ,:,rt s he-- instal to made. 

3. . t i; f.. a ' pr e1:i, I i 1 Ilieit,i- or to Purchase 

Cond it i ()t 

Th e S t:-.I ' i aT by ttI I,e , 1 I'',,p,1) t t111('11 f FUNDACI'JN , wi ch is 

re]at e t t hl, '',,,l .t iri ('I I lof 1 (4- tih, farm,; beforet I, ;tatw 
issujill( t11,' ,t ,d ,;, w 11;r()t ,lw 17 do)-r n,,it od(1r("l:,: p f ( 

On Apri ' / , 1 " , [)In i '' "i It)I- t 1w' pm i of i 'i rca 

(71iirrrnhcil'/ J '111d 1! iv 1 . " ( (.)"-,0)0 W t ifV ' DJII to 
cert:ai-In ,Ill ,ems,, tb'f, t I ](,ns;,)l wa'; i,,t off'l) 1 ,t ed , the 
exper<] i t r, ' o-,sl t , hby I1;All),';(A na ern II, a iid the loss 
qenlera t '(j f'h 1.,%s Iio Fahs(was asre Ic d b)y FUNDACEN. 

Cr i tov r, 

Forma 1 wr it t n docum('1 I i ()n t s;uppor t t ti j e ried outItf t.I w :d a-
l., autitho theby thr, lo a 1, Depn rt. I I wan'1i fien izat ion from 

foeuera1 I a ,r,' 1b ,bt i purcha, of land.shoil Id ,l fd Im t he 

Cause : 

Lack of s,;upervi s ion fron IIIACEN ' inaailmtrt ofn the activities 
of t-ho Iea,1Depart mnrit 

,'()
 



PF:NNY F'O' i )AI'' O 

PI1LOT COMMERCiA, LAND AFTS PROJ ECT-PHASE It 

USAID/GIIATFMALA PR(JLEC'T rNo. 920-0.343 

REPORT ON INIF:RPNA, (CONTROLS 

FINDIN "S 

Effect:
 

Accordi nq I" the Legqa l Department , the Q.35,000 are not
 
recoverable,, which is a significant loss to the Foundation. The 
deve lopm ent I the proq ram may be affected by any other 
signi,fi cnt ,yo, t: at ion. 

Recomma i d li : 

USAID/Gu t .mwl should require "UNDACEN to: 

a) Make Aptror ito socio-oc(,UCic studies of the legal status 
of , t9 e bl i sh t here are existing or,,st if mortgages 
probl mn W! re pllrhas-, a i, madt . lands to avoii problems. 

b) 	 Issue r',cks for advrces fr t he purchase of land with 
riort,,' I to te. mnirta qa . 

c) 	 Prop l'y I all thI'e..'( ";inspondinI doculentation supporting1'" 	 c 

tho lt 1 ;t at us "f ftrm';. 

4. 	 Unr-c::(I re F'ixud Assets' 

Condi t i o : 

Some fix-d onses!f), ilud]ing machinery, horses and cattle were 
acquired b 'F, lI JNDACEN a.s a part of the farms. The price paid for 
the I If;1aiv prper l y al l loca te(d but the fixed assets mentioned 
below w,' - ,,t re.orde: 

Farm Nt, 	 Date of _Purclases Estinat ed Valu,, 

San 	 ,tloi t, Pio 04 30-.W , Q. 6,000,a] 
San ('at' i n,, 11--19-86 39,90() 
San Antrmon biuena Vista 06- 2 3-87 6,810 

Tot , 	 . 52,750 

Cr i t.I! : : 

All 	the as;set s acquired for the project must be recorded at cost. 



I INN Y F tI.NI)A'i' I ()N 

PTI,(I' CUMMERPIA, I,ANI NABU!I'!1-" PP(UJ T-PHASE II 

USAI/GUATEMAA Pl( FT IN(). 520--0343 

PEPORT ON I NTI:P-AI, C(VNTIOLS 

F INI) I (GN 

All the asset . in .c1,.'l, i t 1-, pm chatse transaction must be
 
properly idoPit I I 0(1 alli. atcuounlt (i tor.
 

Ca lse :
 

The maa"I'tOor lad not- issuod aI rosl t. ion on, this issue.
 

El fect:.:
 

The asset s may be subject: to misuse. 

FUNDACfEN , t ak, phy; ca I of f ixed assets a lid!;ii')u ld i {I iniventory 
adjust the p;o oc t's records accord inqily and, for further 
purchases.;, tako a1 tho ne rossry Steps to ensure that all the 
assets I ri I "(udf as a ,t1 1 l he tt Ia sact ions a r e properly 
ident if i d an(i r (o(ordod 

t . ri.ci d TIISPoi._ 't1 IIVh) t l it rms 

(,ond it I 011 

The I)sp,,ct Il v Siits Ina(o by t ho General Manaqer to verify the 
int 1:1 t i II',p t rod by FJNI)ACEN '; t ochn .ical personnel, prior to 
pu)rcliaCh s n t ht f arms , was not dov i tints'ol . 

( i 1 t r t : 

A(,c)rd ii th),i ,' rf; mltnIu 1 , such visits should be 

C 11 S 0 rI 

The 0,; ra 1 .larIa;''x did not.t corsi;ier it necessary becauset he 
repor t d the, r-,muits ot visits orally to the Board of Directors 
InI thori I t orloftOrlvq and thln inirmito!, prepared contained the 
I lit ()M 1l , II. 

1A f oct. 

'Ih r r,11comp) I atnro W I t ht Ihe pl r ulilla I and some 
,!isit I III i jht uit be 1adet tl I t I it lyl i i!;; and t hi s coul Id go5 

undO 4,. tjd 



PILOT COMMEP.M!AI, \. ' ,,'\,'-"I.,,,. '(.,,,C, I'IA ,, I I 

USAID/(;JATI.:MAIA P1,'x.T N",. W 0343 

REPU:PT ON, INITERN;AL, CON TRO.LIS 

I, I !JI) I Nf; S 

Recoflimmenati1on: 

FUNDACEN s h o!l u.or'.pl with the fto,(ourp(; for dorumentation of 
visits described in t he manua l o,t pu h,-s,/sale of land. 

6. Lack f AW 1.',,a e fur Bad [ebt s 

As of [)n-.rb',,r K, 1987 [U NDA' UN had no a l lowance for bad debts 
on aqrI 711 a i rupp~ r! Ioa ns. 

'i- i t (' Ia: 

S , ,, i.n0 i, ,,t pract ices require the creation of an allowance 
for had debts. 

Th o ,q: e,,nt did not include a clause for this purpose nor t he 
was manaq emont a4arp that ont a llwa(wnce for bad debts should be 
s sh
.tab I 

,os;es caused by uncollectable loans and accounts receivable, i.f 

ai y, might, nut he cfover , by .he, budqet. 

iRecommrndoati 

US AID/;uat rml, should reuir FUNI.ACEN establish an adequate1e to 
Tmlch,'i lm to cr'-ato an i lll,,wance for bad .loans. This allowance 
crulld K' creat ed by accurr lat ion of part of the interest. 
neo rat od romr t; he r s.. 

http:u.or'.pl


Lara&Gonzalez, CPA
 
Member Firm 

PENNY FOUNDATION
 

PILOT COMMERCIAL LAND MARKETS PROJECT-PHASE II
 

USAID/GUATEMALA PROJECT 520-0343
 

REPORT ON COMPLIANCE WITH LAWS, REGULATIONS AND AGREEMENT TERMS
 

AUDITOR'S OPINION
 

We have performed a financial and compliance audit of the Pilot
 
Commercial Land Markets Project-Phase II, USAID/Guatemala Project

No.520-0343, managed by the Penny Foundation (Fundaci6n del
 
Centavo, FUNDACEN), for the period from August 31, 1985 to
 
December 31, 1987. Our study and evaluation was made in
 
accordance with generally accepted auditing standards and'the U.
 
S. Comptroller General's "Standards for Audit of Governmental
 
Organizations, Programs, Activities, and Functions" (1981
 
Revision), which includes requirements for the review of
 
compliance with applicable laws, regulations and agreement terms.
 
Accordingly our examination included such tests of the accounting

records and such other auditing procedures as we considered
 
necessary in the circumstances. The laws, regulations and
 
agreements terms reviewed for compliance included:
 

1. 	Grant Agreement No.520-0343, its amendments and Project

Implementation Letters applicable to the Phase II of the
 
project.
 

2. 	The United States Office of Management and Budget (OMB)
 
Circular No. 122 and Circular No. 110.
 

3. 	Mandatory Standard Provisions for Non-U. S., Non-Governmental
 
Grantees.
 

4. 	Applicable Tax Law in Guatemala.,
 

5. 	The Guatemalan Social Security Law.
 

The results of our study indicates that for items tested, except
 
for the accompanying findings No.1 to No.4, FUNDACEN has complied
 
in general terms with the applicable laws, regulations and
 
agreement terms. Nothing came to our attention that caused us to
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Lara & Goml CPA 
AAgsnbff Firm 

believe that untested items were not in compliance with the
 
applicable laws, regulations and agreement terms.
 

This report is intended solely for the use of the management of
 
FUNDACEN and the U. S. Agency for International Development.
 
This restriction is not intended to limit the distribution of
 
this report which, upon acceptance by the Office of the Inspector
 
General, is a matter of publkcracord.
 

March 11, 1988
 
Guatemala
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REPORT ON C'A)MPLIANUF WITH , W Qi A'!I O)W A) AGREEMENT TERMS 

i 1 1I)I :;(;: 

1. 	 Productitoi 1 1;n, w, IGrnIt;o p i inxce ss of the Maximum 
Authorized 

(ond 	i t on: 

Soernr . i q1 mt -A t ' ITi Wu f t he.. . iV I ri l potduhctioll orI 
land s , . , : xitiv-,!hn,t 1limit of Q. 225 per 

'A -ni8 ' l mi t:mua zai. Inn 	 Hoi , 14 ,-'xr d the wi "h 
1 If for wj:+! q',n I I nqi :inn 1 + ,+ in ini t) " j o " 

lCr It 	 or 1 A 

Annex ?, c i , ,, n wir 2, Q+' th AIt lrit si i pulIt '3 t hat the 
.i . I I i ,i'i t irf z .)00 I 

' 
, U. 225 per m IInI- na. 

l~t)+tl f~l!,i i -d ,. I+ 1w nvl d j ,'tu-stl. ion b l" .,; + 	 wI' i F'+ 

'ho v ,-+ K,' -ill; i ' Q'-1 lI ' I t pot iunzmvi. This fact 
lII "I. ii , ilhl ishiu tuh' ,,oraq amount per 

H;t ('( 	 tO 

in; 	 now I ,fl+l t,ireeiP.Iit result the 
Oi] *x' t t cani be 

Th 	 p ri fii +I wI I ternms. As a 
Wiills i '-It II M ' to ie maximum aut horized 

W AII& V; 	 ill PK i 'A - / 1,K! t-!U in I- F 10 1 ; tr.MkI S d 

i- f1t1 Ii ' ' 1!' . , t 0 

W on ' wc n1! IS i*,zwn d,; nt 

.+' 	 ,art ,ri f
1 v lia'v' 4n, i !'"', of 4ti nmzara peir; r parc .h(' 



PII,)T O(M'. IERC
A, IAL I ,At1LI' i'P V(R'U'PHASE [I 

USAI )/G;.IATEMAI A %,I) ,343PROJ(ECT 2 

REPORT ON COMPLIANCE WITHL . AND AGREEMENT TERMS,ABEGUIATIONS 

F i N I NGS 

Criteri:
 

According to the agreement the farm parcels granted have to be a
 
minimum of 3.5 hectares (about 5 manzanas) per family. 

Cause:~
 

'The Ft Nl)A('EN b loIvOed that f,3 in hontt itinq from the program 
could not main a in pa rcel s of 5 r more nzar 'i-as. 

Effect:
 

']he t-prcodtct Ion capac.ty of the smai 1 fa rmers is limited because 
the aImu)n1t of land qrant ed was smaller t:harn stipulated in the 

USA1 !)/1., t ' a Ir. i r, N[)A('l agreement1 t, mA1 shou ld to comply with 

t e'rns; , whi h ; s ul at , S9, manzana land pta1r,'70 per fami ly.
 
'Wa i':' q51 u I ti k s () ht Ii,ni I r i ) in1S A II j/ Ku o a Ia whevn
Pin 'onsideredl 

3 IlzA ;t ,m i W ll; M~t ur it ,,; li I,' i t tlhan E;tablishvd in the 

'The mat ; i -, f prOduct ion1 loan'. qrIFIto d'dwere riot in comlp iance 
wit h t t' aher,'-imo nt. As of Der'mtir ,1, 1987, 23; of the loan; 
were h rt ,im dtd 771 w-r med ur rr poi duct iol loans." ' 

(r it Ir i : 

The ,rtqi 11,,r0 St ipI, l.it,,s I hat a mi imum f1 60A, of t lit, production 
ln'; WOWld 1w short-te -rm, and a maximum of 40% would be medi u 

' I uV !ii r u'iI,;o re i a'd 1i tI tiul t WI q'qi a n((I I ec(usp more
,omphan;q w,,5 qiv',vl t ,(, I"d,,-qt owi ,;whic~h prloduces' thv first.. 

http:capac.ty


P I [LOT A I'..IIAl 1100,I.('1,,!('T P,1F I 

REPORT ON ! I,ANC ;IW[T AND TERMSC O P'll Ei ;ATr)N; AGREEMENT 

F I N DI NG;,", 

Eff1ect: 

Nocomplipr1 w'11 with agr e-nt t.rms could( chanqo the periiod to be 
coveredO ( t projo t h;,o. lIn c.ol i. pe(rotds. are 
iil f,-'l',",l I !Vl H 1. 0 L Ht 1 1 y' Ip13 HW/ (1 

U I H ; ,.i 1 ; , i nip i 1(1 i - i (( ; It ) " I y w i t AX TIIII enO 

.14O' W,1Koiq ,! 5;vt ! IT1 Y ' 'Im' 1 q" nt M and m I mu rof.n 

')HH I - 1ti: 

hprv wAb Irw at )ank a'cohult. (' -t projectnoo, '3' t c nl funding 
and U SAA ,uat lnlds wt'r, r('wocorlmiol-1 with other FUNDACEN 's/ Vora1 : 


f und s.
 

(' r i t e+r i a: 

'IV qr,-Int iqromenrlt cul.ar ly ''sta,bl 1hes ; t At aUISAl[/iuatorma 

fIn .s shi I1 nro be c(llil id'"] i ot t1in(] FUNLIDACEN.(Ahprf of 

v- ' t f, TI; I I it ," a jr i'l' t Wf v r( iot, known at. the 
h q( ivliliI HO; Q! 1w lia .ort , tli fm il q' w W 'po';it c i n the g' eneral 

hf o'f 

it i sa difli, t- in,, csh'ai I lnce the Pr)ject and1 ,dlto ,r, th-i,. Iba of"a 0 a11A 1 1i'a ",o Iu dI m pr t )hocail o t hey a rt 

' 0 llIli11111' t , I I i i . 

I i',iD/ I I In 14 , 1, opon a s p a b, i e i I ti ti t 1t1o 

), A 



9,A[13/GIATFMAIA P, '( 'T 520 0343 

L, IST (OF RE]Pr PT F v:( rrPMiMENDATIONS 

FINANCIAL CAPAB!ILITY
 

1. USAID/(Th'rt d ;Iri if(1lit F j NiDiCj('lf01miI d 

,a) 	 To prr - r inot Wir;kp 1 .pn ;o. for a th ree montth 

b) 	 To ' anq;h l¢ t adv] rigstroqt -i ,'xc7€'.ss s! ?(I, sfhort 'r/m 

~i(-C (iIl i 1. , if, 'j ~ f 1 , € 1 1 1! I On t1] i)f Ii I' ', iI('0111 ) lt..S HIOt 

imm'Fdi .ffo ,o 	 p, lures. T s intorostTii Sihould 

be r 1iifI i , USA f !)/(u t ,oh, 

MANAGEMENT CPABILITr 

lt controls 
loans awl ,',,utn rece ivable, rel ated to th(.e farms. .UNDACEN 
should r i - ratn nq to t.,h:nin,,1 personnel regardinq the 

1. 	 FUNDAC:;:; !wi'd ilr p ment L i, on inventories, 

d'. -. 

implrrl..1* at o tfr 	 control s rCpOlCj1 1 theadm init5rIivo and 

sutsid al ',p '' ,o i: "f tarm; ,ji2 nnt fI'NI)ACI'N lrend;.
 

2. 	 FUNDACEN s:h;ii :
 

a) 	 P <rsInp ]1 .Pjumpri t and inW r All s pIInl)l i I nput 
t.rani'.iitt ,,i (j f i q 141 '; thei;n wrl" t to irluil and 

cicount i 1fl , A r I mT nt W I r,'conriil' tth,, I,,al fnco-, riW 1 
th'o I onI !ts di th t I V, it I, ,u(' w t 1n th, qt i~ l, 

b ) 	 [Imlx' l t ,'" 1 1,1 ''V I. t r; I" ; tt t , ' 

ouit jawI Vi " j' n qtmnwrlllI .	 I udipl s;ilvn Inu}II( h-' i',w o f 

eep I 	 t '11 I nC)r: ] t I ] 1 d a h" 	 , AI Io 

I)ntcIi t w; -" , r , 1',j , 	 I loupf
 

[pro),'idp. All~ I y ' 1!n : n + l I in r"' aiYd iI(q I 1 1On a dna I 

alccounKIt:5; ,rceivalble,
 

http:xc7�'.ss


PILOTr C:OMMERC7 IAL. h/N MAP FELK: PQ CTI PHIASE It 

tISAI D/GA'IMAIA IP(jI- 00-03413 

provide~ mannqompnvhit 	 i i t tonwUith =Hthl n regarid i oc 

a) 	 biidget Av in-udnq a (mmar ison of budgeted 
and W aa "x -n it re 2 wi1th eix p lnations; of 2 i oni71cant 

b) 	 cornpI't delall of All ueiat iona I costs incurredi an 

4. 	 USA II/;uito1; :;shoul Frqu]til-P iFtI)A(LN to ~repare accountingp 

mnipual drdb 'II4((7oIItl 	 for the proiect.wiui/tt a' pirnrdure 


TNTEPNAL I.VON1U, 

1.~ t~ Ih/.;UQ ,i k Nomil r-u i [1l~M(TIN t ( ro~vi the cu~( rrenrt 
schI(iI ' ofa!n>W ai 2 Aivi prelirf' on andla i cotIludi(ob/ Wi tt) 
nii &irl 2 I n I WF dI l ' 11 i ni W I2 I'dr h I , tip I 070 ' (if t Ve 

pro 	 6t*. 

acIre-~Im n r'n 41 h t n- in - l' n ; 1 anV aTh i qt"-m1 h.i-N oulhi b ei 
Cai I( I "K r K l'AA 1 , P I n a la I( Id W-ummt I NO I o 

be if Ipn d- wil fw ,0 i 	 -" 1 .\ Th y q o l 

a lso 1 ic 'j i t C,, t: 1 iih4 ;.I ('4' o d t ' (,II I 21 1dUt 
I, a 11I 1 1;' 1F , F 1' iVj .a ' .I(l'-	 i 

'Iq 	 aSA~ 'Mi ;(k alll II' IAI I'f Jil '.Tud 111("5 "tithl q 

tI t 



PENNY FOUNDATION
 

.................... PILOT COMMERCIAiL LAND MARK ETS.. ~ C PIS I.. ..........................
 

USAID/GUATEMALA PROJECT 520-0343
 

LIST OF REPORT RECOMMENDATIONS
 

4. 	FUNDACEN should take a physical inventory of fixed assets and
 
adjust the project's records accordingly and, for further
 
purchases, take all the necessary steps to ensure that all
 
the assets included as a part of the transactions are
 
properly identified and recorded.
 

5. 	FUNDACEN should comply with the procedures for documentation
 
of visits described in the manual for purchase/sale of land.
 

6. 	USAID/Guatemala shoul d require FUNDACEN to establish an
 
adequate mechanism to create an allowance for bad loans. This
 
allowance could be created by accumulation of part of the
 
interest generated from the loans.
 

COMPLIANCE WITH LAWS, REGULATIONS AND AGRE MENT TERMS 

1. 	USAID/Guatemala should reqjire FUNDACEN to make a study to
 
consider the cost of diffurent types of crops and to modify
 
the loan amounts allowed per manzana as specified in the
 
Agreement, if necessary.
 

2. 	 USAID/Guatemala should reqAire FUNDACEN to comply with 
agreement terms, which stipulates 5 manzana land parcels per 
family. Waivers should be obtained from USAID/Guatemal.a when 
considered appropriated. 

3. 	 USAID/Guatem la should require FUNDACEN to comply with 
agreement terms, which specify a minimum of 60% short' term 
and a maximum of 40% long term loans. Waivers should be
 
obtained from USAID/Guatomala when considered appropriate.
 

4. 	USAID/Guatemala should require FUNDACEN to open a separate 
bank account to specifically control the funds provided by 
USAID/Guatemala under this project agreement. 
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APPENDIX I
 

AUDIT OF THE PILOT COMMERCIAL LAND MARKETS
 
PROJECT-PHASE I WITH THE PENNY FOUNDATION 

USAID/GUATEMALA PROJECT No.520-0343 
MANAGEMENT COMMENTS 



FUNDACION DEL CENTAVO
 
FUNORCION GURTEMRLTECR PRRR EL DESfl3ROLLO 

Guatemal,
 
23 de septiembre de 1988 

Licenciado
 
Rolando Lar Leive
 
LARA Y GONZALEZ AUDITORIA
 
Ciudad 

Estiuned Li cnc ioco Lara:
 

efiriridonie a lo que acordamos en la reuni6n en le 
que discUtiernamoc el borrdor del reporte de auditoria que us
tedes practicarar er la Fundaci6n del Zentavo del. Praorarna Corn 
pra Venta ce Tierr'- Fae II, If e.:;toy adjuntarrdo ruastr a
clarEc i one s a ]puidtc; cle[o di ch [jtorv -v in o- ui 1 a. 

Hemcf; omit.iri purit-rtot t cor,.' .; t;.tedecar cue mor 
har an los cambi a Jrdrnv!,(t L. Iu der ivi!don cl;.pr'( ciciones 
qua se hicier-on en .3arefimr ( 'to! E 1- ,A{.ti.lucido en 
el. convenio FirTianlo entr-' AID y InaFurdc i En. 

Si denoi c n ai-I or; ci aiI~ructn et oy di spo
nible mnorrianto Iiatr.en a nutJQ af ' in)Ci qu(a, 

Siri InzA-, [ior ul ornerito, qpr'averO In oportunidad pa
ra susc-ibirme de usted itenturnerte, 

Harn6n Quri BerducJdo 
Gerente General
 

/avcp
 

l2 

8a. Calle 5-09, Zona 9. C.P. 0i00o. Apartiido Postal 2211. T~. 367213, 367697 y 310754. Cables: FUJNDACEN. Guatemala, C.A. 



ACLARACIONES A PINIOS DEK AUIT'IRHIA ME1 LA EASE. 11IDEL: 
PROYEFCTt) PLAN P 1ILOTOi PARHA LA CTh I A/ VENIA DE T]I ER RAS 
USA ID)/ UATEMAI A 520)-0343 AiDMI NISi RAtiO PORPR)YECiTi '+, 

LA FUNDACION DEL:CEKNTAVO (FUNDAUFN) EN EL PERIODO DE 
A(OSTi() II 19HI~5 A DI) t(IFMiRI H H 1987 

El procedirniento do coda aui acr qiyuu on let or e deUCIexposiclon del in
forme de Auditor ia para lo rvultados: 

1. 	 Estado doC I. cuciLU Ie tgtest aria 
2. 	 CanpicidaditinjIalic iv 
3. 	 Capic idad Aminiht ratvu 
4. 	 CcmntrluItuate lHC 

5. 	 Chimp I imieit a clvvs regu Iaclones y tAriinos del convenlo. 

Nuest ra'; at Iun i aim non Ia InsgulenL-; 

1. 	 Estadc eL ti aH rallcyrC 

Comentai di Audi turia 

1.1 	 Costos cuest ittuabie por US$ 6,734, desembolmados en el rubro Compra/ 

Vent a dt iLIcr r~ 

Aclarac.16n 

Estos conc's se icIi lve ittl eli este rubro porque corresptoldeli a papos obli 

gados CIn talot Iralqa( cknu de hienes inmuebles, (alcabala y registro) y for

man parte dtel v Ior (IC la propiedad qie se asigna a las f incas adquiridas 

dent rt del1Pr gramP 

2.Cpa ddfKtan cr 

Comentari; de Auditoria 

2.2 	 Se a rgl'mnwa qp FUNI)ACEN mant lene exceso de efect 1w) di sponi ble en 

cilttit de depnt;i os mlonetarlos que aparentan Rer excesivos en fun

ce -r lab necvc' dadew fttras deC fondos. 

Aclarac 101 

La dispontiia de1i e(.( aparcilte se origina de dos 

a) Reclrtow iirte'istou pnra atelider Q carga operat iva (Itrivada (de gaH

tos II jo'. mentale ,, qie son) utl~tii ars Ipor perrfidnt lit mavorem de 

xceso 	 Nul n'ciones:
 

treh tfleseq. 

b) Recurmom prev I tst paira cotrtira (Ie Clerra cti'.a (IS(liI hI] Idad es; re 

lativa , por v] aprotvt2(:Iai ct de oevrta!; quo reqllivrtl ""ia decl-

WIn 	rapid ' ml utmiza I ( dot adqu1 yv(.(il ,'lo t~tt iCic In oportu

nidad de cealls; la nvegtt' at Lost recurnus piletn "litn. 	 lIIizarne 

en 	 sii tota] ldad y enI fotrma nintIci pada alI plIan filali vro original, 

situac!6n que requiere Irantener ilii f lexibil1idnd en In aplicct 6n 

de 	 In fciltmtltre 
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3. C ydjcddAdm ii strai va 

CoMeMLa rio de Audit oif a 

3. 1 ORAI de con t r' Ii ' in t t'run ad ecindits en Wsa f Iincas. 

FUNONiii. duini c i Ilcp it'jti' ciut ii en sublre Ios~ i uveitarios 

rt l ti:adpiix. W :v W ' 'utflkri lo .ingtrt> anxiiiares de 

Ws. lin an -nl it 4 ltw It x In lNI)At IA. 

Aclarac ii 

coritrn In ten cunut A Iila vilfluit tindc qM~ Qi~t crt'dfto; AC pro)nt ItWI 

E s t aitm o ap i'alut v n d~te q w v i w A u uiAih, di o mc i A n 'tin u I p re" v2tcd tt *2ient o 

actual, fn no 't I lat tut t lo'; tOne!t f Hion. a uleto(vphi." '' i'm 

dle mte trr ftq ytnl~rl do! rt;v tri v*. ittnvil' put -atmlt ifertro 

tie un pi cps 'tiem InvQit' f A i't ON t2h iusten It ~ ppit"K Fl an AMi, i-

Los e'-;Inrwt n' trlctixita rivii A' nincuut )tiotodlliiitti ya en 

g;ruptt po witutu ip tnd, p": utn clti lit cata it Itu, in ignaut

b 0it 4 it' r,i n qI rt ~ ;,i t - I t x ,i i t It I it a in A tad i (Ittio io 

d 1rIh -'n 1 e k i tipo- - w r"I v 



Los rt'jttlo C ' pilid(" ptt A I li~pltil lt do ('t i i tat care-

Aclaracii 

nistrit ivo'rcp nri - -d'
 

I nerwv v 1 - i , 'liprt 1v'' c''lr inlii '.~ di.'it i del presli

rando I- diA1V pn.>'iAtri it h-. vist'' o a ptc ni'.eI . Sin embairgo
 

I is recu'rq" ap!,W a -mr do~l .
!ita HALMO d1i Protidiucclu:tull 

Prograrras Frai 1ir~deitI' A pro'cvdt v ha s~Iiii faci bi dii' a I Iartiot ell
 

esta formai.
 

3. 3 A'~ I ti ta illld ntAIpdo IcY' 

e ruITNin I,ticA Mt n-iu dit np n e maI s t n at e 

Aclarac ikr 

a Fni> i Nt i Pc t- d tcIPc I qpn u hn rog coji prcd i ma-U r',itr l-I o n ania 

AK~~~n, qH" tn-
tOS L"M " to -t~~ i on " I" d A N a do o op: A
 



v I ,r = hr PI4< qi o I t " M r I o i F I A a 

cii e Irt'a poniil l
b) Los o ~t p~n io 04i d-t IA i c la so mnil 

en K~ K l;aiva l tmj Iul t- .a M ml tond el Iht do man

' A" i ~ cnp et-i I h I nt I;A' ,i 1 4< truintt~ u i(ICdv 

p roi a- i" dti i 1 i 1 M I -


Ac 1 a I~ v"zc v ," I Al1 , m tc lA i t c 

calL apolftw W-m ul ijt i unc AIirA eh. n iiiiji" a', pcunnd 

coidI 141.> to ep iA'dr Ia WIt'i~ pi NI'i *W~ pie A'rvdNrlvIX UH X 

que itp PrIAnht l tt'r41 lo iltii mane t W jflKUW 14V;a Ii awri. 

* M ' Ntvf d 'iIt wn idAenl il en pt-r r~ .' IK eIniv V to-r 

f Deaerta e q Inv ztitui 7 !A ,ti!I.d A ! P-UA.I p 

4.2 An fctt i p lento l i ap li ri nt tlr in ie fl(1(WIiH{ Ad i A 1oP n 

dEl p nudi rvd'iflo? lid Kp- Iv~ta mpii. ~~ rNIfraIa rn on 1 

M ath a 11 VV IIW nulldu IA'I -m4<~ in a de 



Aclaraci6n 

Los adelantos provenientes de AID para gastos se depositan en una cuen

ta bdlicaria especiffca, de donde se realizan los distintos desembolsos. 

Excepcionalmente per razones de necesidad operativa y no de facilidid. 

transitoriamente y de acuerdo a un plan de desembolsos, se realizan 

transferencias a otro banco que sor adecuadamente controladus. 

No obstante, nuestro sistema contable permite llevar registros separa

dos par Fondos o Programas y el mecanismo de control del efective dis

ponible se refleja a travis de un "Fondo de Tesorer1o", de ta manera 

que en cualquier momento facilmente puede establecerse el saldo de los 

adelantos provenientes de AID.
 

4.4 	Activos iejos no registrados
 

Algunos activos fijos, Incluyendo caballoa y reses, fueron adqui

ridos por FUNDACEN como parte de la negociaci6n de las Fincas.
 

El precio pagado per Ia tierra se dlstribuy6 apropiadamente pero
 

Ic% activos mencionados a continuaci6n no se incluydron.
 

Fecha Valor 
Nombre de Ia Finca de compra Estimado 

San Juan Monte Real 04-30-86 Q 6,000 

San Cayetano 11-19-86 39,900 

San Antonio Buena Vista 06-23-87 6,850 
Q 52,750
usmmuinm 

Aclaraci6n
 

Producto de In compra de algunas fincas existen algunos activoe que
 

no han sido contabilizados, adn cuando originalmente so habfa pre

visto su Incorporact6n a los inventarios do FUNDACEN, per las cir

cunstanclas siguientes:
 

a) 	 So establect6n quo Is maquinaria y equipo so oncontraba en con

dictiones no 6ptimas do funcionamionto, quo no garanttzaba ou
 

utilizaci6n adocuada on lam fincas dentro do un procoso do rog
 

decuaci6n do las Ires a parcolar, lo quo implic6 un alto gra

do de incertidumbre para au valoraci6n.
 

b) 	 go consider6 quo la maquinaria y oqulpo y alguna cabozas do ga 

nado caballar podrfan setr utilizados per los camposinos an los 

trabajoo primarios do proparoci6n do suelom y do 1es cultivos 

37
 



e--forma-e 

lot; got.or vecesarios de funete propia para habilitarlos y poner

los en c.tlicones de aprovechamiento, sin que estas erogaclones 

constituynn costos adicionales al valor de la tierra para los cam 

pesinos. 

.... eet dent-ro .de. aomundd...... sto -dplae6 realzar. 

4.5 	 Visitas de inspecct6n alas fincas no documentadas
 

Las visitas de inspecci6n efectuadas por el Gerente General pare
 

verificar Ia informact6n preparada por el personal teEnico de
 

FUNDACEN previo a la compra de finca no se docuoment6.
 

Aclaraci6n
 

El Gerente General realiza las visitas a las fincas que dentro de los
 

informes ticnlcos de campo son potencialmente sujetas de negociaci6n
 

al lienar los requisitos tgcnicos y de compra. Las visitas sirven pa

ra corroborar la informaci6n tanto del AsIstente Tgcnico de Campo co

mo del Directrr del Programa. Una vez realizados los contactos con el
 

vendedor del inmueble y conviniendo en el valor y condiclones de com

pra y demos aspectos que viabiliceit la negociaci6n, el Gerente reali

za una exposici6n y oplnl6n al Consejo Directivo, el cual despugs del 

attilsis y consideraclones aprueba o rechaza la negociaci6n, quedando 

esta decist'n en punto de acta. 

El acta quae se aslienta en un libro legalizado se constituye en el do

cumento bsico de aprobaci6n institucional. 

4.6 	 Falta de reserva para Cuentas Incobrables 

A dctembre 31, 1987 FUNI)ACEN no cuenta con una reserva par 

cuentas incobrables sobre cr'ditos agrfcolas, ni bay intercion do 

crearla. 

Aclaraci6n 

Efectivameote no se Incluy6 dentro del Convenio la creaci6n de una re

serve para cuentas Incobrables al considerarse dos situaciones que mi 

nlmizan el rtesgo: 

a) En los primerom cinco anos del programa existe una supervist6n y 

ortentaci6n t~cnica permanente qua requieren los distintos pro

yectos. La Fundaci6n anigna personal ticnico que vive en cada
 

finca pars mantenor un neguimiento aducundo on todo el proceso

do eJecuci6n y comercializaci6n. 

38
 



b) 	 La inversi6n crediticia se realiza en parcelas individuales que 

dentro del mecanismo de entrega a los agricultores constituyen 

primers y uinica hipoteca a favor de la Fundaclon hasta su pago. 

No obstante, en el Convenio Cooperativo No. 520-0343-A-00-7484 

suscrlto con USAID el 31 de Julio de 1987 y qua vence el 30 de 

agosto de 1992, se ha previsto la formact6n de una reserva para 

cueintas de cobro dudoso equivalente al 5 % del monto de los crg 

ditos para producci6n pendiente de cobrar, y de un medio por 

ciento del total pendiente por cobrar de los cr6ditos para com

pra de tierras. Esta asignaci6n sera ajustada cerca de Ia fina 

lizacl6rn del proyecto con base a la experiencia de Ia Fundaci6n 

y de acuerdo al monto de las cuentas incobrables. 

5. 	 Cumplimiento con leyes, regulaciones y t6rminos del convenio
 

5.1 	 Credltos de producci6n coacedidos en exceso 

Algunos pr6stamos concedidos pars financiar Ia producci'n agrf

cola de la Hierra comprada exceden al limite establecido de -

Q 255 por manzana, de los 18 pr6stamos proporcionados 14 exce

den el Imite con diferencias que varfan entre un 10 % y un 

300 %. 

Aclaracibn
 

En la propuesta original de Ia Fundacl6n so tom6 como promedio a ma

nerade ejemplo, el requerimtiento crediticio quo los grupos tradicio

nales solicitan de financiamiento por manzana pars cultivos bfisicos,
 

pero en Ia realidad en qua se impulsa cultivos permanentes sus reque
 

rimlentos son mayores. Estamos de acuerdo an que so haga una revi

st6n a este respecto.
 

5.2 	 Se concedieron parcelas mds pequeaas qua ls estipuladas en al 

Convenio 

Solo 4 do ls 18 ftncas parceladas concedidas cumplon con .1 A

tea do 5 manzanas por familis ostipuladas on al Convenio. Las
 

otras fincas concedidas reportan un promedio do 4 mantanas por
 

parcels distribuida. 

Aclaraci6n 

De acuerdo con estimaciones do ingresos netop por manzana, dedicadas 

A cultivon permanentes do alta rentsbiltdad y parm exportac16n, se 
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cancluy6 que--5nmanzanas-por 

dujo el. promedio a 4 manzanas. Au'n asf, so estima que puede reducir 

so el area a entregar ya que 4 wiunzanas con cafe por ejemplo dargn 

Ingresos brutos del orden de los Q 24,000 y neros de Q 15,000 por fa
 

milia por afio.
 

.	 famlialel na -tlerra, po toe rea .... 

5.3 	 El plazo de los prgstamos de produccit6n difiere a lo que esta

blece el Convenlo 

Los prestamos de produccitn fueron concedidos en diferentes por 
centajes a los vencimientos establecidos en el convenio. A di

clembre 31,1987 los crgditos de producci6n estaban divididoas en 

23 % de corto plazo y 77 7 de mediano plazo.
 

Aclaract6n
 

Esta variaci6n estg en funcl6n de la vocaci6n de la tierra y las es

tlmaciones se hicieron en func16n de compra de tierra para hortalizas
 

que requieren prestamos a corto plazo y de cultivos permanentes que
 

requieren criditos a mediano plazo. El comportamiento de la oferta
 

para adquirlr tierra uo mayor en aquellos en que su vocac16n es pa

ra cultivos permanentes por ello la estimaci6r en los porcentajes
 

no se cumple.
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