PRE-AWARD SURVEY OF THE NON-TRADITIONAL
EXPORT PROMOTION COMPONENT A THE
PRIVATE ENTERPRISE DEVEINPMENT PROJECT WITH T
GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
USATD GUATIMALA PROJECT N0 520-0311

Audic Report No, 1-520-88-14-N
Julv 5, 1088

b

-



AGENCY FOR INTERNATIONAL DEVELOPMENT

METING ALIDRIESS Chtic b o S KECTON AL ool o ey v it [ LI
RIG T AMERICAN IMEANSY S
SPOY NITANME V22 HHGCUCTGATEA HIO™ DU 1A K TR T IR BN

Julv H, 1988

MEMORANDIJM

TO D 'U“-’\IP’Cuatema] kW r\nthonv \1. Cautenicci
50 <7 He
FROM @ RIG'A/T. (%n o .L Caiesd

SUBJECT: Audit  Report No,  1-520-88-10-M. '"Pre-Award Survev of the
Non-Traditional  Export  Promotion  Component of the Private
Entornrioae Neyve ) 1)[~m-‘nf Project with the Guild of
Yon-Traditional Protuct Usporters {(GEXPRONTY in Guatenala"

This report presents *he resnlts of a non-Federal pre-awar]  survev
reasested by vour Mission of  the .‘{()n-Irmhrmm] Exnorc  Promotion
Cemponent of the Private Enterprise Development Proiect with the Guild of
Non-Traditionil  Product  Exporters  (GEXPRONT). The  certified purlic
accounting firm of Price Waterhouse in Guatemala prepared the tenort.
which i¢ darea? Iuyne 22 10ORS8,

The purpose of this pre-awvard survey was te determine 30 GEXPRONT: (1)
has sufficient management capability and span of control to administer
the proiect: 27 has presented o cost proposal  which is current,
accuyrate, anl reflects only costs which s a1 Iewable and necessarve (3)
is finincialty capable of perfoiming the vroie-to 00 s an adeaqute
svstem of acccanting and internal comtrals and (0 s in compliance with
agreement terms and oapplicable Taws and reoulations,

In the opinion of Price Warerhons | GEXPPONT:

- presented g ocost proposal o owhich 40 et complv o with AJTLD. ocuidance
because pronosed costs were not supporc b, were not based on the most
current an! o accurite pricing data oaviilable. and did not cover the

total funds nrovided for by the aoreenent

- does not have sufficient manwwement capabiticy and span of control to
administer thv nroject  becanse the administrative manager position
and other kev nositions are vacant

- does not hsve the financial capability to manage the proiect unless
it receives cash advances from AL LD

- has an adeauate internal control svstem, cxcept for four Hbhserved
weaknesses: and



- has compliet vich apreement remms ant anple able Taws el regalat rons
rested, ovvent for thiee Ghserved dnstansos of non-oore Y hanc e, Vior
Ptems not ot onat bing At to therr gt entian ta dindicoate that

GEXPTRONT was ot in compliance,

The Price Waterhouse  report contains 170 recommendations concernine
GEXPRONT' < ¢cost promesal. mnavenent  canabhilitv, fimancial  capabibity,
svstem of internal o contrals o and o cor Dance with o aoreenent  terms, In
response to the clratt report, GEXPY L0 has already implemented manvy of
the recommentations and or o»resented o plan to correct the deficiencies
fonmd, This report s pdvisory s oonive o osinee 0tois o o policy forv
nre-award o survevs not tegnc hwde recommentations in the Office of the
Inspector General's audirt recommendatiar Tollow-tn svsten,
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Price Materhonse

June 22, 1988

Mr. Coinage N. Gothard

Regicnal Inspector General for Audit

U. 3. Agency tftor International Development
Tegucigalpa, Honduras, C. A.

Dear Mr. Gothard:

This report presents the resulte ot the pre-award survey
of the HNon-traditional Export Promotion Component of the
Private Enterprise Development Project assigned to the
Guild of HNon Traditional Product Exporters (Gremial de Ex-
portadores: de Productos no Tradicionales-GEXPRONT),
USAID/Guatemala Project Mo.9520-0341,

BACKGROUND

The Enterpricse Chamber of Guatemala (CAEM) is & non-
profit, autonomous, non-political entity, with its own

legal status. CAEM encompasses the Chambers and Associa-
tione of the private sector of Guatemala and is the
liaicon for the development sector., CAEM was ectabliched
in 1981 and ite bhy-laws were approved by Executive order

on March 19, 19857,

CAEM was corgantrzed to draw the morximum benefits offered by
the Caribbean Rasin Initiative (CB1) and  to  transact
policies accelerating  the cconomic development of the
cov try throagh the private cector. CAEM': founding mem-
bers wer  the chambera of Commerce, Inquastry, Tourism,
Consvruction il the Farmers General Acsociation.

GEXPRONT 1o a guild worlking through the  Chamber of  1In-
dustry and wac founded in Moy 1982, The main purpose of
GEXPRONT i< (o support the exporting seccor and to look
fer fiszal incentives encouraging production and exporta-

tion ot Guatemalan goode.



A branch of GEXPRONT was esctablished in Quetzaltenango to
incorporate the inland regions of the country into the ex-
port process and to service the exporters from western
Guatemala.

Following ie the organizational structure otf GEXPRONT:

a) The General Assembly, which is made up of all 1its
members .

b) The Board of Directors, which includes GEXPRONT
management .

¢) The General Manager, GEXPRONT's chief executive who
is also the liaison between the Board of Directors
and the General Assembly.

d} The Technical Manager, whe s the liaison between
GEXPRCONT and USAID/Guatemala.

e) The Administrative Manager, who supervises and
coordinates GEXPRONT's general activities and
reports to the General Manager.

On August 31, 1987 CAEM and the U. S. Agency for Interna-
tional Development (A.1.D.) signed Cooperative Agreement

No. 520-0341 for tae Private Enterpric.: Develcpment
Project.
The purpose of the Project is to amplify and ~.oe¢ngthen

the participation of the productive private <ector in the
social-economic development of Cuatemala Ly itnoreasing in-
vestment , advancing and divercifying non-traditional ex-
ports and generating profitable cmployment and  income,
The project bhecame effective on August 41, tan7, for a
five-year period which will end on Auguet 27, 1992,

The Project'< main components are:

a) Technical support to small and medium enterprise
{PME) .

b) Export promotion.
c) Development of the financial markets,

d) New private productive sector initiatives.



The portion of the project dealing with the private sector
will be managed by CAEM, and for this purpose a Project
Management Unit (PMU) will be established as a worhking
unit of CAEM. The PMU will establish internal policies
for exccuting, supervicing and evaluating activities: for
collecting and processing  iuformation, and  for making
recommernviat fone ror project execution.

The non-tr.oelicional  export promat ion somponent is a
progran admed at erpandiayg and  diversifying non-
traditional euports, tosterving  aceess  to international
markets and giving suppert to the enpanasion of investment
in export activities generatlng Intencive employment.  The
component will ke implemented by the  Guild of  Non-
Traditicnal Product Exporters [(GEXPRONT) .

P

The project will boouut activities ilmed at promoting ex-

ports by providing support to: 1) GEXPRONT  ftor nego-
tiating policies, technical assictance, training  and

~

promotion for exportation of non-traditional products; 2)
the research, development and foctering of {ree zone
facilities; and 3) policles for improving the productive
private sector's position in internatioena! markets,

On March 1%, 1988 CAEM signed a2 subagreement with GEXPRONT
for undertaking the activitiec covered by the nNon-
Traditional Export Promotior component of the Private  En-
terprise Development Project, USATD Guatemala Project No.
520-0341. This subagrecement, which will end on August 27,
1992, requires CAEM to provide the Guild with an amount

not teo exceed USSH, 483,500, sSubjent to avarlability, the
agreement alco intends to provide San additional
Q1,593,7C0. Thir recources to be provided by the Guild as

its counterpart contributien for the program will not  be
less than Q2,500,000, including cos%s borne on an "in-
kind"” basis,

Some specific objectives of the Non-Traditional Export
Promotion component, of the Private Enterprise Development
Project covered by the subagreement are the following:



a)

b)

c)
d)

e)

f)

Development and promotion of products and companies
for ircreasing exports of non-traditional products
and diversifying markets for such products.

GEXPRONT and CAEM joint negotiations fcr the reform
of policies and strategics aimed at encouraging ex-
ports of non-traditional products.

Expansion ol exporte in 18 key production areas.

Improvement of er.ort activities of 400 exporters.

O]

Improvement of GEXPRONT's eftectiveness in providing

technical assistance.

n

Strengthening GEXPRONT's ability to generate more
income.

AUDIT OBJECTIVES AND SCOPE

The specific objectives of our review were to determine
whether:

a)

b)

c)

o

e)

Our

cepted

The Guild of Non-Traditional Product Exporters
{GEXPRONT) has sufficient management capability and
epan of control to administer the project, consider-
ing its current and forecasted project worizload,
staffing levels and past performance;

The estimated direct and indirect proposed coste for
the Project are based on the mogt current and ac-
curate pricing data available, and reflect only
those coste which are allowable and necegssary to ac-
complish the worl:;

GEXPRONT's accounting system is  adequate to ac-
curately capture and record the accounting data
required for administering the project, and the sys-
tem of internal accounting control is adequate in
the circumstances;

GEXPRONT is financially capable to undertake the
project, and

GEYPRONT is in ~ompliance with agreement terme and
applicable laws and regulations.

audit wae pertormed in accordance with generally ac-

auditing standards and with the U, S. Comptroller
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General's "Standards for Audit of Governmental Organiza-
tions, Programs, Activities and Functions” (1981
Revision), and accordingly included such teste as con-
sidered necessary in the circumstances.

The scope of onr worl included:

Reviewing the organizational structure, certain ad-
ministrative systems and procedures and current and
proposed stafting levels with respect to Project activity;

Reviewing the proposed costs for the Project, with em-
phasis on compliance with the guldelines esctablished by
OMB Circular No. A-122;

Reviewing GEXPRONT's financial capability with respect to
Project disbursements, talking into consideration the two-
month period normally required by A.1.D. to reimburse the
related expenses,

Reviewing the internal accoc-nting and adminisirative  Zoh-
trol systems, with emphacisc on those systems wnich will be
applied in recording Project activity.

Reviewing the Project operations and progress to date in
order to determine compliance with agreement terms and ap-
plicable laws and regulations.

During our work we were alert to situations or transac-
tions that could be indicative of fraud, abuse or illegal

expenditures ~nd acts.

RESULTS OF AUDIT

el
0

roposed costs

1

The cost propocal in general did not comply with the
guidelines established in OMB Circular A-122.

Financial capability
GEXPRONT doee not appear to have the financial capability

required to administer the Project unless it receives cash

advances from 2A.1.D.
Management capability

GEXPRONT dnes not have the management capability and the
span of contro! for administering the Project.
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Internal controls

The internal «control systems of GEXPRONT appear to be
adequate for A.I.D. purposes, except for the following:

- There is a lack of insurance coverage over its assetis.
- There i a lack of segregation of dutlies regarding
sh receipts, deposits, check igsuance and bank

reconrlll tion procedur

- There ic a lack of an accounting manual and related
procedures .

- The Electronic Data Processing Center lacks general
controls.

Compliance with agreement terms and applicable
laws and regulations

GEXPRONT has <complied with agreement terms, laws and
regulations, except for the following:

- Income taxes have not heen withheld from employees!
salarvies.

- The project had not commenced ac of March 19, 1988.

- GEXPRONT ha< not developed a code of business ethics.

There i & lack of written procedures for purchases.

Regarding items not reviewed no examined, nothing came to
our attention that would indicate non-compliance by
GEXPRONT with agreement terms and applicable laws and
regulatione.

MANAGEMENT COMMENTS :

The Guild of Non-Traditional Product Exporters (Gremial de
Exportadores de Productos No Tradicionales, GEXPRONT) is
in agreement with the results of the audit. The observa-
tions and recommendations made by Price Waterhouse are
well taken by GEXPRONT's management who has already deter-
mined a number ¢of actions to be taken. Tne details of
these actions as. well as  the dates for completion are
presented in the "Program for Action" prepared bv GTXPRONT
(Appendix 1).

e i e
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS

THE NON-TRADITIONAJ. EXPORT PROMOTION COMPONENT OF

THE PRIVATE ENTERPRISE DEVELOP MENT PROJECT
USAID/GUATEMALA PROJECT NO. 520-0341

REPORT ON PROPSED COSTS
AUDITOR'S OPINIUN

We have reviewed the cost propusal for the Non-Traditional
Export Promotion component of the Private Enterprise
Development Project related to the subagreement entered
into with the Enterprise Chamber of Guetemala (CAEM),
USAID/Guatemala Project Ho. 520-0341. Our revicw was made
in accordance with applicable guidelines included in OMB
Circular No. A-122 (Principles for Determianing Costs  Ap-
plicable to oGrants, Contracts and Other Agreements with
Non-Protit Organizations other than Educational
Organizations), AlD Handbool: 13, Paragraph 4D - Governmen-
tal Standard Provisions for Non-U, S. and Non-Governmental
Grantees, and the United States Comptroller General's
"standards for Audit  of Goverumental Organizations,
Programs, Activities and Funictions'" (1981 Revision).

The purpose of our review was to determine compliance of
the above mentioned proposed coste with the tollowing
general! guidelines:

1. Direct and indirect costs are based on the most cur-
rent, complete and accurate pricing data available;

2. All costs includaed are allowable, reacaonable and in
agreement with contrasct terms:

3. The overhead rate, it any, is reasonable and in
agreement with contract terms;

4. Employee =alaries and wages and escalation facters
are reasonable;

5. Fringe benet it plans are reasonable.

Based on our review, we believe that in general terms the
Guild of Non-Traditional Product Exporters (GEXPRONT) did
not comply with the above guidelines because of the condi-
tions described in the accompanying findings.



GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF
THE PRIVATE ENTERPRISE DEVELOPMENT
USAID/GUATEMALA PROJECT NO. 520-0341

REPORT ON PROPOSHED COSTS

AUDITOR'S OPINION

This report is intended solely for the use of the Guild of
Non-traditional Product Exporters, the Enterprise Chamber
of Guatemala, and the United States Agerncy for Interna-
tiocnal Development. This restriction is not intended to
limit distributien of this report which, upon acceptance
by the Office of the luspector General, is a matter of
public record.
-/ -

- /
S, . L,
i PO (P e E A

JFlLodre s

March 23, 1988
GCuatemala, C. A.






GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
THE_NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF
THE PRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAID/GUATEMALA PROJECT NOQ. 5206-0341

FINDINGS

1. The Proposed Costs for Counterpart Contributions Were

not Based on the Most Current, Complete and Accurate
Pricing Data Avallable.

Condition:

GEXPRONT': proposed costs for counterpart —ontributions
amounting te Q2,435,696 were determined by ~dding 25% to
the budgeted USAID dollar grant, traagclated at the ey-
change rate of Q2.50 to US$1.00, and the Government of
Guatemala's (GOG) counterpart contributions of Q1,593,700
were distributed equally over the five year litfe of the
project and allocated as other costs,

Criteria:

According to A.1.D. policy, cost proposals should be based
on the most current, complete, and accurate pricing data
available.

Cause:

GEXPRONT's proposed counterpart contribution budget was
prepared on the basis of global or overall estimates. The
GOG's was allocated equally among the five years of the
project for lack of more precise inform=2tion.

Effect:

Project related activities could be delayed due to lack of
a detailed buaget.

Recommendation:

USAID/Guatemaln should require GEXPRONT to revise its cost
proposal baged on the most current, complete, and accurate
pricing data available, which is adequately cupported and
In sufficient detail in accordance with agreement terms
and the ¢gnildiness in OMB circular A-122.
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GUILD OF NON-TKADITIONAL PRODUCT EXPORTERS
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF
THE PRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAID/GUATEMALA PROJECT NO. 520-0341

REPORT ON PROPOSED COSTS

FINDINGS

2., Provnosed Costs for Consultant Services Were not Sup-
ported.

Condition:

Most o©f GEXPRONT's rproposed costs for local and outside
consultant services were determined 1in conjunction with
USAID/Guatemala personnel; however, we were not furnished
with documentation supporting those costs.

Criteria:

According to A.1.D. policy, proposed coests should be based
on the mosgt current, complete, and accurate pricing data
available.

Cause:

All proposed costs for consultant services were based on
meetings with A.I.D. officiale and their prior experience.
Consequently no written evidence existed.

Effect:

The lack of documented, written evidence supporting
proposed costs prevents an evaluation of the fairness of
the proposed costs.

Recommendation:

USAID/Guatemala should require GEXPRONT to document the
basis for the proposed costs for consultant services,

3. Fringe Benefits Were not Included in the Proposed
Cogts for Contracting Technical and Administrative
Staff for the Project.
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GUILD OF NCN-TRADITIONAL PRODUCT EXPORTERS
THE _NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE

SRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAID/GUATEMALA PROJECT NO.520-0341

REFORT ON PROPOSED COSTS

FINDINGS

Condition:

The proposed costs for contracting technical and ad-
ministrative staff for the project did not include the
fringe benefits required by the pertinent labor legisla-
tion.

Criteria:

Proposed costs for contracting technical and administra-
tive staff should include fringe benefit payments in ac-
cordance with the law.

Cause:

GEXPRONT overlooked inclusion of the fringe benefit pay-
ments when preparing the budget.

Effect:

With the omission of fringe benefits from the proposed
coste, not all expenses necessary for project completion
have been properly estimated.

Recommendat ion:

USAID/Guatemala chould require GEXPRONT to revise its cost
propocal for contracting technical and administrative
staff to include fringe benrfits in  accordance with the
law.

1. No Inflation Factors Were Considered when Ectimating
the Propoced Couts for the Project.

Condition:

The Project's proposed costs were estimated without con-
sideration of any inflation factors for expenses to be in-
curred during the five year life of the project.



GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
THE NON-TRADIT1ONAL EXPORT PROMOTION COMPONENT OF THE
PRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAID/GUATEMALA PROJECT NO.520-0341

REPORT ON PROPOSED COSTS

FINDINGS

Criteria:
The Project's proposed costs should be estimated on a more

reasonable basis, in accordance with expected costs of the
goods and services when scheduled to be acquired.

Cause:

The manag2ment oversight failed to include expected in-
creases due to inflation.

Ef fect:

Scome budgeted amounts may prove to be insufficient to pay
for the goods or services when scheduled to be acquired.

Recommendation:

USAID/Guatemala should require GEXPRONT to revise 1its cost
proposal based on quotations or bids adjusted by inflation
factore considered appropriate for planned datecs of ac-
quisition of goods and gervices.

5. The U.5. Dollar Budgeted Costs Do not Cover the Total
Recources Assigned by the Agreement.

Condition:

The cost proposal submitted does not cover the total
rescurces assigned of U.S5. $3,483,000, since the overall
budget i« for USS$3,355,634.

Criteria:

GEXPRONT'ss budget <chould envisage total use of funds as
they were sgreed upon under the technical cooperation sub-
agreement,



GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
USAID/GUATEMALA PROJECT NJ.520-0341

REPORT ON PROPOSED .,0STS

FINDINGS

Cause:

The budget was prepared based on projected needs according
to the envisagea activities, disregarding the amount of
total funds available by the subagreement.

Effect:

There are some USS127,866 not allocated in GEXPRONT's
budget.

Recommendation:
USAID/Guatemala shcould require GEXPRONT tc revise 1its cost

proposal tc include all concepts and cost estimates con-
sidered by the subagreement with CAEM.



GUILD OF NON-TRADITIONAIL PRODUCT EXPORTERS

THE NON- TRADITIONALrFXPORT PROMOTION C OJMPONENT OF _THE

PRIVATE ENTERPRISE DEVELOPMENT PROIFPT

USAID/GUATEMALA PROJECT NO.520 0341

REPORT ON FINANCIAL CAPABILITY
AUDITOR 'S GETHION

We have performed a pre awsrvd curvey ot the Guild of Non-
Traditional Product Evporters! {GEXPRONT) financial
capability to manage the Non traditional Export Promotion
Component of the Private Enterprise Development project
under the subagreement  with  the Enterprice  Chamber  of
Guatemala {CAEMY, UsSATD Guatemala Project Ho. 5200341,
Our review was pertormecda pursuant to the statement ol work
for the pre-award survey and in accordance with the United
States Comptroller General's "Standarde tor Audit  of

Governmental Organization:, Programe, Activities and
Functiong'" {1981 Revision). Our worl included, to the ex-
tent that we considered necessary, A4 review of unaudi ted

financlal ctatements  as at December 31, 1987, cash and
lines of credit, receipts and disbursements projected tor
the first six menthe ot 1988, the project budget for 198e,
other GEXPRONT projects that may require funding., and
proposed counterpart contributionns

Based on our review as desoribed above, we believe that
at present GEXPRONT dueﬁ not have the tinancial capability
for administering the above mentioned project because itg
financial resources are not sutticient to cover operating
expenses ot the Project for the two month period that will
normally elapase hetore reimbursemente are made by AL1.D.,
unlesc  cach  adwvance:.  are  received trom ALI1.D. . Our
opinion i¢ baced on the accompanying findings 1 to 3.

This report 2o intended colely for the noe of the Guild of
Non-Traditional Product Exporters {GEXPRONT) , the En-
terprise Chamber of Guatemala, and  the United States
Agency for International Development . This restriction is
not intended to limit dictribution of this report which,
upon acceptance by the Ottice of the Inecpector General, is
a mdttnr of public recard,

Y L
.%/CZ(/) t"v’/

o g Tt Ot
March 23, 1984

Guatemala




GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
THE_NON-TRADITIONAL EXPORT PROMOTIUN COMPONENT OF THE
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
USAID/GUATEMALA PROJECT NO.520- 0341

MEMORANDUM ON FINANCLAL CAPABILITY

Our review of the unaudited financial s*atements of the
Guild of Non Traditional Product Exporters (GEXPRONT) as
of December 31, 1987 disclosed the following data:

1. Net current acaoets amounted to Q33,000.
2. Cash in banks amounted to Q18,000.

3. Another USAID Project, No. 520-0276, with funding of
approximately Q392,000 was in progress.

4. Fixed ascets amounted to Q149,000,.
5. Net worth was Q1683,000,

6. Dishburcements: for the si¥x months ended December 31,
1987 exceeded receipts by Q5,000.

We were intormed by GEXPRONT officials that the entity has
not uced lines of  credit. We were also informed that
GEXPRONT is manaqging ancther A.1.D. project which does not
require GEXPRONT's funde because 1t receives cash advances
from A.L.D.

On the basis ot the financial data supplied by  GEXPRONT,
we believe that its casch receipte for the firgst <ix months

of 1988 will be approximately Q252,000. During the same
period, the Project budget will require cash disbursements
of approximately Q292,000. Hased on  this analysic, we
believe that SEXPRONT  does not have the financial

capability for managing the project under an expence reim-
bursement system.
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GUILD OF NON-TRADITI1ONAL PRODUCT EXPORTERS
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
PRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAID/GUATEMALA PROJECT NO.%20--0341

REPORT ON FINANCIAL CAPABILITY
FINDINGS
1. GEXPRONT Prepares Semiannual Cash Floy: Projection

Statements Even Though  1ts Budget is Prepared on_a
Quarterly Basis.

Condition:

At present, GEXPRONT's cash flow projections are prepared
on a semiannual basis by the accountant, who also prepares
a receipts and disbursements budget every quarter.

Criteria.
Cash flow statements for entities such as GEXPRONT are the
main tools for financial decision making, and the
frequency of thelir preparation governs the timeliness of
such decision mabking.

Cause:

Only semiannual cach flow statements are required by the
Board of Directores.

Effect :

Receipt« and disbursements budgets prepared more
frequently than cash flow projection statements could
result in inconsistencies in data and delays in management

decisions.

Recommendat ion:

USAID/Guatemala should require GEXPRONT (o prepare cash
flow projection statements quarterly in conjunction with

the receipts and disbursements budget .,

2. GEXPRONT Has not Determined How it Proposes to Furnish
its Counterpart Contributions to the Project.



GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS

THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
USAID/GUATEMALA PROJECT NO.520-0341

REPORT ON FINANCIAL CAPABILITY

FINDINGS

Condition:

GEXPRONT's only income comes from its membership fees
which are all wused to cover its own administrative ex-
penses., GEXPRONT has not determined how it is gecing to
provide 1its proposed counterpart contributions for the
project.

Criteria:

The subagreement with the Fnterprise Chamber of Guatemala
{CAEM) requires GEXPRONT to furnish Q2,500,000, in coun-
terpart contributions for project development, including
in-kind contributions.

Cause:

Lack of intormation has prevented GEXPRONT from estab-
lishing appropriate criteria on how it proposes to pay its
counterpart contributions for the Project.

Effect:

GEXPRONT's failure to determine how it will furnish its
proposed counterpart contributions to the project may
restv t in delays in project activities and in the attain-
ment of project objectives.

Recommendat ion:
USAID/Guatemala <hould require GEXPRONT to determine how
it proposes to furnish its required counterpart contribu-

tions to the project,

3. GEXPRONT does not Prepare its Financial Information
on a Timely Basis.
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REPORT ON FINANCIAL, CAPABILITY

FINDINGS

Condition:

At present, GEXPRONT't financial statements are prepared
by the accountant after an average two-month delay. For
example, as of March 1988 the financial statements for
January 1988 had not yet been prepared.

Criteria:

Financial statemente constitute a management tool in deci-
sion making when prepared on a4 timely basis. Under normal
circumstances, SEXPRONT ' financial statement: should be
prepared within ten working daye following the .onth to
which they relate in order to be ugeful for this purpose,

Cause

The financial statements are not prepared on a timely
basis because of the accountant's excessive workload. The
accountant handles all accounting functione. The position
of assisutant accountant is still open.

Effect :

The regular delay in preparing GEXPRONT's financial state-
ments may nterfere with adequate and timely decision
making, theretore risking proper Project implementation
and attainment ot the objectives and goals eatablished for
the Projrect.

Recommundat ion:

USAID/Guatemala should require GEXPRONT to prepare its
financial statements orn a timely basis,
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REPORT ON MANAGEMUHNT CAPABTLITY
AUDITOR'S OPTHION

We have performed a study and evaluation of the Guild of
Non-Traditional Product Exporters' (GEXPRONT) capability
to manage the Non-traditional Export Promotion Component
of the Private Enterprise Development Project under the
subagreement signed with the Enterprice Chamber of
Guatemala (CKEM; , USAID/Guatemala Project Ho. H20-0341.
Our study and evaluation covered those areas we considered
relevant to the criteria in the statement ot work for the
pre-award survey of the above-mentioned subagreement. Our
work was performed in accordance with the United States
Comptroller General's "Standards for hudit of Governmental
Organization:, Programe, Activities and Fenotions" (1981
Revisicn) .

Based on cur <tudy and our understanding of the criteria
included in the statement of work mentioned in the preced-
ing paraygraph, we believe that the Guild of Non-
traditional Product Exporters (CEXPEONT) at present does
not have sufficient management capability and <pan of con-
trol to manage the project, since the administrative
manager position is vacant and the accountant! handlee  in-
compatible dutiec and an excessive worliload. Our opinion
is based on the accompanying findings 1 and 2.

This report is intended solely for the use of the Guild
of Non-traditional Product Exporters, the Enterprise Cham-
ber of Guatemala. and the United States Agency for Inter-
national Development. This restriction is not intended to
limit distribution of this report which, upon acceptance
by the Office ot the 15 pector General, is a matter of
public record.
J

i %K",:/ /«;//;,}/J‘:'{,.;‘." j?/ “/7 P

March 23, 1948
Guatemala

-
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REPORT ON MANAGEMENT CAPABILITY

IPINDINGS

1. The Position of Administrative Manager is Vacant.

Condition:

At precent, the position of administrative manager is
vacant and the duties of that position are being performed
by the deputy administrative manager, who is also respon-
sible for other functions,

Criteria.

The a.iministrative function is vital for anv organization
to attain its objectives. Consequently, all authorized
positiong of such importence should be occupied on a full-
time basis to adeguately manage GEXPRONT's resources and
control its operating activities.

Cause:

Filling the adminictrative manager position on a full-time
basis has not been considered necessary, since the project
has not commenced.

Effect:

The lack of a full-time administrative manager may
seriously weaken the internal control system, and adequate
and timely decisions may not be made.

Recommendation:

USAID/Guatemala chould require GEXPRONT's Board of Direc-
tors to take immediate action to fill the administrative
manager position.
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REPORT ON MANAGEMENT CAPABILITY
PINDINGS

2. GEXPRONT's Accountant Handles Incompatible Duties and
an Excessive Workload.

Condition:

At present GEXPRONT's accountant is performing both the
accounting and finance functions, as well as other ad-
ministrative functions since the positions of assistant
accountant and financial department director are vacant.
Furthermore, accounting records are kept manually and com-
mencement of project sctivities will generate even more
transactions to be recorded.

Criteria:

The accounting and finance functions, which are both vital
for any organization, should be adequately staffed and the
duties should be segregated for proper management of
available resources.

Cause:

GEXPRONT had not envisionec that the project's finance and
accounting functions would be in addition to the current
workload.

Effect:

The start of Prcject activities would put even more exces-
sive burden on GEXPRONT'c accountant. Internal controls
would be weakened even further due to the lack of adequate
staff and segregation of functions. Output of financial
information would be even more seriously delayed.

Recommendation:

USAID/Guatemala should require GEXPRONT to contract addi-
tional percsonnel to till the pagsitions of assistant ac-
countant and financial department director. GEXPRONT
should sgegregate the functions that are not compatible
with accounting activities and reallocate thoce to the ad-
ministrative section.

22
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REPCRT ON INTERNAL CONTROLS
AUDITORS OPINION

We have performed a pre-award study and evaluation of the
internal accounting and administrative control systems of
the Guild of Non-Traditicvnal Eroduct Exporters (GEXPRONT)
in connection with the subagreement with the Enterprise
Chamber of Guavemala {(CAEM) tor the Non-Traditional LX -
port Promotion  Componernt ! the Private  Development
Project, USALD Gustemcla Project  Ho. $20-03441. The pur-
poge of our study and  cvaluat (on was  to Jdetermine  the
adequacy of the contro, cyotemns to record transactions un-
der the cubagreoment . caroctudy and evaluation waes per-
hothe  Unaited  States Comptroller

formed in accordaticr wit

General '« "Strandard: tor Avdit of Covernmental Organiza-
tions, Progran:, Ao ivit e abid Funcrions" {1981
Revigion), and parcuant 5 the criteria ectanliched by the
statement o worlk far o the pre-award survey of the sub-
agreement . Our otudy was o ipimited to oan evaluation or dig-

bursements, acvoounta pecervab le purchases, safegquarding
of acgets und submiveion of data.

The management of the Gutil ot Non Tradicions] Product Ex-
porterc 1o responsibie 1oy eutabliohing and maintaining
the internal  contrel  oypotems  to be  applicd  when  ad-
ministering the above mestioned subagrecement . In tulrill-
ing tnat  reoponoibility, vetimet e and judgmentc by
management are requilead to acsess the  expected  benefits
and related cocta ot control procedures, The objectives

of the internal control oyoctems used in adminicter ing thig
Project are to provide manacemnent with reasonable, but not
absolute, aocuranoe that recources arc safeguarded againgt
waste, locs nd mianse, thoot recources are properly used
and in compliance with ecrtab o hed policies and procedures
and  applicable l1aw and reguiations and reliable data are
obtained, maintalncd and fairly dinclosed  in management
reports.
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REPORT ON INTERNAL CONTROLS

AUDITOR'S CPINION

Because of inlierent limitations in any system cf jnternal
accounting and administrative control, errors or ir-
regularities may occur and not be detected. Also, projec-
tion of any evaluation of the syetems to future periods is
subject to the risk that procedures may become inadequate,
because of changee in conditions, o» that the degree of
compliance with the procedures may deteriorate.

ased on our study and the criteria rerer:oed to in the
first paragraph of this report, we bhoeliove that CEXPRONT's
control systems are adequate for AL D 'o nurposes, oexcept
for the conditions described in the socompanying  tindings
I to 4, which we believe result in nore than a relatively
low risk that errors or irregularitic: may occur  and not
be detected viithin a timely poeriod,

Thic repcort iz intended solely for the ucgse of the Guild of
Non-Traditional Product BExporters, the Enterprise Chamner
of Guatemala, and the United Siates Agency for Interna-
tional Developnent. Thic recstriction lg not intended to
limit dictribution o1t this report which, upon acceptance
by the Otfice  of the inspector General, is a matter of
publ ic recora,

g /) .
///2//’6/ ///t WKZ%/‘MC//

March 23, 1968
Guatemala
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DESCRIPTION OIF INTERNAL CONTROL SYSTEMS

Following 1s a description ot the internal accounting and
administrative control systems evaluated:

DISBURSEMENTS

1.

o]

w

Items purchased by GEXPRONT are received and inven-
toried by the accounting department.

Checks are prepared by the accountant on the basis
of the original supporting documentation approved by
management and by one of the assistant managers
{technical or administrative).

Checks are signed by the general manager and the
treasurer, after a) comparing the check with the in-
volice, and b} reviewing the amount for reasonable-
ness and compliance with tax aspects.

Checks are sent back to the accountant for delivery
to the supplier.

Journal entrics  are prepared by the accounting
department on the basis of the approved checlk. Sub-
sidiary ledagers are then posted.

COLLECTION OF LIUCKIVABLES

GEXPRONT wccount« for its income by the accrual method of
accounting. The billing procedure is as follows:

1.

The commercial intormation department iscues a
monthly listing of @il members  for bLilling pur-
poses, The computer sorts oul thooe memberes that

are mor« than two monthe in arrears  on payment  of
memberchip fees, and preparco o ceparate ligsting for
digcontinuing billings to those persono,

Based on the above ment ioned lictinge, the computer
issues the billlings and  automatically  charges  the
members specific accounts in the auxiliary ledger.
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DESCRIFTION OF INTERNAL CONTROL SYSTEMS

3. All biliings are sent to members through a private
mailing company ("Servicio de Entrega Inmediata).

4. Members are contacted by phone. Jhver payments  are
ready the Guild's mescenger picls the checks up.

5. A cash receipte form is prepared tor each check
received; a copy of which is the bacis for recording
collections and crediting the members' accounts,

6. An aging of accounts listing its prepared  at  month-
end for «control o1 collections and ror accounting
purpogses.

7. The ccellection process is completed when the listing
of members that are more than two months in  arrears
on payments is  transferred to  the Institutional
development department for personal collection
visits.

PURCHASES

Purchases are categorized into three types, as described
below:

1. Recurring services

A purchase order is prepared by the accounting
department and is  approved by both the general
manager and by either one of the assistant managers
(technical or  administrative). The  order is
prepared with two coples and it i< dictributed as
follows:

Original Supplier
Copy Accounting department
Copy For sequence file purposes
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DESCRIPTION OF INTERNAL CONTROL SYSTEMS

2. Stationery and oftice supplies

An accounting clerk controls the stock on hand. At
the minimum supply reorder point, several quotations
are obtained by phone and an order is placed for the
best offer atter authorization i obtained from the
accountant .

3. Project services (events, promotione, training, con-
ventions, etc.)

The area chief prepares a budget, subsequently ap-
proved by the general manager, on the basis of which
a purchase order approved by management is prepared,
the check i: issued and the related journal entry is
made .

SAFEGUARDING OF ASSETS

As of the date of our review, no formal rrocedures for
safeguarding of assets were in place, However, an annual
physical inventory ic taken, identifying all items ac-
quired during the period.  Also, auxiliary ledgers for in-
dividual entriec  qre kept  for control purposes and for
compari<on with physical counts.,

DATA SUHMI S5) 0N
The accounting system generates the following information:

- Balance sheet

- Statement of receipts and disbursements (monthly and
cumulative to date)

- Comparison of results of operation with budget
(cumulative to date)
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REPORT ON [LTHEREAL CONTROLS
FINDINGS

1. GEXPRONT does not have Insurance Coverage for its
Assets (goods, valuables, etc.).

Condition:

The fixed assets amounting to Q173,324 as at December 31,
1987, are not covered with insurance.

Criteria:

All assets and valuables of GEXPRONT should be insured for
adequate amounts,

Cause:

GEXPRONT does not see the need to carry insurance on 1its
asseta.

Effect:

GEXPRONT 1s risking losing its assete in case of disaster
and i¢ jeopardizing ite financial position by not having
insurance coverage over its assets.

Recommendation:

USAID/Guatemala should recommend that GEXPRONT maintain
adequate insurance coverage over its assets,

2. There was Lack of Segregation of Duties on Disburse-
ment and Cash Management Procedures,

Condition:

There was no evidence of review of bank reconcillations by
a responsible official, and  the  jssuance of checks,
deposita ot cash receipts, recording of trancactions and
bank reconciliation functionos are handled by one in-
dividual in the accounting depar _nent.
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REPORT ON INTERENAL CONTROLS

FINDINGS

Criteria:

Established procedures over cash management and recording
should provide adequate segregation of functions and an
independent control over Lank reconciliations.

Cause

Management has not implemented these control! procedures.
Effect:

Under the present system, errors and  irregularities may
occur and not be detected on a timely bhasis.

Recommendation:

USAID/Guatemala chould reguire GEXPRONT to establish pro-
cedures that would assure that  bank reconciliations are
reviewed by somecne independent ot the preparer, and that
segregat ion ot functions exists regarding lissuance of
checks, deposits of cash receipts and preparation of bank
reconciliatinng, for better cash management control.

3. There were no Accounting Manuale or Written Proce-
dures.,

Cendition:

The present  procedures  covering purchases, accounts
recelivabile, billings and collections, disbursements,
payrolls and petty cach are not documented in writing.
Also, the chart of accounts lacks appropriate deccriptions
of appl:ication.

Criteria
The written documentation of  accounting procedures  in
manuals i+ an important feature in any organization, as

they ase the cigniticant policies adopted by management in
implementing the entity's activities,

29
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REPORT ON LNTERNAL CONTROLS

FINDINGS

Cause:

Management has not required accounting manuals or written
procedures. The present procedures are adopted practices
only.

Effect:

There is a risk that assets are not safeguarded against
loss from unauthorized use or disposition ard that trans-
actions are not recorded properly, in accordance with
generally accepted accounting principles.

Recommendat ton:

USAID/Guatemala <should require GEXPRONT to take action to
imple~ent accounting manuals and written procedures.

4. The Electronic Data Processing Center (EDP) Lacks
General! Controls.

Condition:

During our evaluation of the internal controls of the EDP
Center, we noted significant weaknesses in the control
procedures over equipment and operating systems use,
accecs and operation, processing data, and development and
modification of cystems.

Criteria

The above ment ioned procedures should be formally def ined,
documented and put Into practice in order to guarantee the
reliability and safety of the data to be processed.

Cause

Because o! the simplicity of the EDP  equipment installed
and the low volume of data being procecsed, an investment
for implementing internal control procedures in  the data
processing department had not been considered necessary.
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REPORT Ul IHTERNAL CONTROLS

FINDINGS

Effect:

Lack of general controls entails a high risk of exposure
to wvoluntary or involuntary human errorc, hardware/
software breakdowns, abuse in computer use, duplicatisn

and inaccurate outputs with no control over prevention,
detection and correction of such errors.

Recommendat 1on

USAID/Guatemala should  require GEXPRONT to establish
adequate internal control procedures to minimize the risks
to which the data stored in the computer are subjected and
to document and implement these procedures as part of the
computer equipment installation.
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REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND
APPLTICARLE LAWS AND REGULATIONS

AUDITOR'S OPINION

We have pertformed a <stuay and evaluation of compliance
with terms of the subagreement between the Guild of Non-
Traditional Product Euporters (GEXPRONT) and the En-
terprise Chamber of Guatemala (CAEM) and with the ap-
plicable laws and reguletions related therewith for
USA1D/Guatemala Project HNo. 520-0341, Our study and
evaluation wuas performed in  accordance with the United
States Comptroller General's “Standards  tor Audit of
Governmental Organizations, Programeo, Activities and
Functionc" (14981 Revision).

The management of GEXPRONT is responsible tor the entity's
compliance with terms of the subagreement mentioned above
and applicable laws and regulationc. For purpcses of our
study we reviewed and/or tested the following matters re-
lated to the project:

1. Subagreement for the Non-Traditional Export Promo-
tion coemponent ot the Private Enterprise Development
Project, between the Guild of Non-Traditional
Product Exporters and the Enterprice Chamber of
Guatemala dated March 15, 19848,

2. Cooperative Agreement No.520-0341, Private En-
terprice Development Project, between the Enterprise
Chamber of Guatemala and  the Agency for Interna-
tional Dbevelopment dated August 31, 1964,

3. Progre=ss« of the project through March 10, 1988 com-
pared to activities programmed for commencement and/
or completlion as  of that date as included in the
project.

4., Payrolle and dishursemente.
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REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND
APPLICABLE 1.AWS AND REGULATIONS

AUDITOR'S OPINION

The results of our <tudy indicate that for jitems reviewed
and/or tested GEXPRONT complied with applicable lawe and
regulations, except ac described in the accompanying find-
ings 1 to 3. With rezpect to ditems not reviewed or
tested, nothing came to  our attention to indicate that
GEXPRONT had not complied with subagreement terms and ap-
plicable lawe and regulations.

Thie report is intended solely for the use of the Guild of
Non-Traditiocnal Product Exporters, the Enterprice Chamber
of Guatemala and the Inited States Agency for Interna-
tional Development. This restriction is not intended to
Hmit distribution of this report which, upon acceptance
by the Office of the Inspector General, is a mattler of
public record.

;
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March 23, 1ys8dy
Guatemala
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REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND
APPLICABLE LAWS AND REGULATIONS

FINDINGS

1. The Guild has not Withheld Income Taxes on Salaries,
Fees and Rent.

Condition:

Since GEXPRONT is & unit within the Chamber of Industry it
does not have a legal status and is not registered with
the Income Tax Office as a tax withholding agent; there-
fore, no income tax withholdings have been made on pay-
mente of salaries, fees, rent, etc.

Criteria:

Pursuant to the Income Tax Law of Guatemala, non-profit
entities are exempt from income taxes, but should
regicter ae tax withholding agents.

Cause:

The lack of legal status has prevented GEXPRONT from ob-
taining registration as a tax withholding agent with the
Income Tax Office.

Effect .

Non-compliance with the requirements for withholding of
income taxes is penalized with fines equal to 30% of the
sums not withheld.

Recommendation:

USAID/Guatemala  chould recommend to GEXPRONT that it
regicter ars a tar withholding agent with the Income Tax
Office, and withhold income taxes for calavies, fees and
other payments subject to tax, and pay the withholdings to
the tax office in accordance with the pertinent legisla-
tion.



GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
PRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAID/GUATEMALA PROJECT NO.520 0341

REPORT ON COMPLIAHCY WITH AGHEEMENT TEPMS AND
APPLICABLE LAWS AND REGULATIONS

FINDINGS

2. The Project had not 0Officially Commenced as of
March 19, 1988.

Condition:

The Private Enterprise Development Project is still in the
approval stage. Also the subagreement between GE{PRONT
and CAEM was not officially signed until March 15, 1988,

Criteria:

According to plan, GEXPRONT should initiate its activities
by April 4, 1988, after signing the corresponding sub-
agreement with CAEM.

Cause:

The delay in commencement «¢f the project has caused a
general delay 1n the required activities prior to dis-
bursement of funds by A.I.D.

Effect:

Postponement of project activities could result in over-
loading the functicns of the ofriclals working directly
with the Project, and could also defer attainment of the
propoced objectives and goals.

Recommendat ion:

USAID/Guatemala, CAEM  and GEXPRONT shculd adopt measures
to acelerate the process of the project. Periodic evalua-
tions of project progrecs chould be made in order to reach
the Project's objectives as programmed.

3. GEXPRONT has not Complied with Two of the Conditions
set  Forth in  Agreement  No, = 520-0276  with
USAID/Guatemala.
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FINDINGS

Condition:

GEXPRONT is administering a program of Agro~-Indust.~ial
Development, USAID/Guatemala Project No.520-0276. The
Agreement for thie program requires that GEXPRONT develop
a code of business ethice and define in writing procedures
considered dd(ﬁfqudt(: for the control and recording of pur-
chases. Nelther of these conditions have been met.
Criteria:

GEXPRONT, to strenghten jntur'nul controls and comply with

the terme of Agreement No,b520-0276, should fully comply
with its contractual nbl)gatlonug

Cause

There appears to be no reason for the non-compliance, ex-
cept management cversight.

Effect:

Non-compliance: with contractual obligations may require
action by A.1.D., disrupting prcject execution.

Recommendat iorn:

USAID/Guatemala should require GEXPRONT to comply in full
with the conditions specified in the Agreement.

w
(o2
!
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LIST OF REPORT RECOMMENDATIONS

Recommendat i Ho. ).

USAID/Guatemala cshould require GEXPRONT to revise its cost
proposal based on the most current, complete, and accurate
pricing data available, which is adequately snpported and
in cufficient detail in accordance with agreement terms
and the qguild:inecs in OME circular A-122,

Recommend.at con No.

USAID, Guitemais  c<hould require GEXPRONT to document the
basis fur the ;ropoced cogts tor consultant services.

Recommendat taon No. 3.

USAID ‘Guatemala should require GEXPRONT to revise its cost
propozal for  contracting technical and administrative
staft 1o 1ncdude fringe Lenefits in accordance with the
law.

Recommendat ran No. 4.

USAID/Guatemala chould require GEXPRONT to revise ite cost
propocal buased on quotations or bids adjusted by inflation
factors concidered appropriate for planned dates of ac-
quicition of goods and sepryvices,

Recommendat jon No. b

USAID/Guatemaiy should require GEXPRONT to revise its cost
propocai  to include all concepte and cost estimates con-
sldercd Ly the subagreement with CAEM,

Financisl Capabiility

Recommendat ton No.o o 1

USAID/Guatemala should require GEXPRONT  to prepare cash

flow projection statemente gquarterly in conjuncticn with
the receipts and disbursements budget .,



Recommendation No. 2:

USAID/Guatemala should require GEXPRONT to determine how
it proposes te furnish it: required counterpart contribu-
tions to the project.

Recommendation No. 3:

USAID/Guatemala should require GEXPRONT to prepare its
financial statements on a timely basis.

Management Capability

Recommendation No. 1i:

USAID/Guatemala chould require GEXPRONT's Board of Direc-
tors to take immediate action to fill the administrative
manager pocition.

Recommendat jon No. 2

USATID/Guatemala  <hould require GEXPRONT to contract addi-
tional percennel to fil! the poeitioas of assistant ac-
countant and financial department direc:or. GEXPRONT
should scegreqgate the functions  that  are  not compatible
with accounting activities and reallocate tunose to the ad-
ministrative sectijion,

Internal Centrols
Recommendation No. 1.

USAID/Guatemala <chould recommend that GEXPRONT maintain
adequate insurance coverage over its assets.

Recommendation No. 2:

USAID/Guatenala chould require GEXPRONT to establish pro-
cedures  thnat would assure that bank reconciliations are
revievied by gomeone independent of the preparer, and that
segreaation o functions  exists  regarding issuance of
checle, depocite of cach receipts and preparation of bank
reaconcilytians, for better cacsh management control.

Recommendnt ion No. 3

USAID/Guatemala <hould require GEXPRONT to take action to
implement accounting manuals and written procecdures.



Recommendation No. 4:

USAID/Guatemala should require GEXPRONT to establish
Aacjuate internal control procedures to minimize the risks
to which the data sitored in the computler are subjected and
to document ana implement these procedures as part of the
computer cquipment installation.

Compliance with Agreement Terms and _W_,"\pﬂ_l»j:,g_a__;pgmV»[ﬁ@y@_ and
Findings Regulations:

bt

Recemmendation No.

USATU/Guatemala  should recommend to  GEXPRONT  that it
register as a tax withholding agent with the Income Tax
Office, and withhold income taxes for salaries, fees and
other payments subject to tax, and pay the withholdings to
the tax office in accordance with the pertinent legisla-
tion.

Recommendation No. 2:

USAID/Guatemala, CAEM, and GEXPRONT should adopt measures
to acelerate the process of the project. Periodic evalua-
tions oi project progress should be made in order to reach
the Project's objectives as programmed.

Recommendation No. 3:

USAID/Guatemala should require GEXPRONT to comply in full
with the conditions specifiec¢ in the Agreement.
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