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Prij4'j I 'iter/ol s
 

June 22, 1988
 

Mr. Coinage N. Gothard
 
Regional Inspector General for Audit
 
U. 3. Agency for Tnternational Development 
Tegucigalpa, Honduras, C. A. 

Dear Mr. Gothard: 

This report present.K the reonult o the pre-award survey 
of the Non-tVraditional Export Promotion Component of the 
Private Enterpri'so Dve lopmen, Project assigned to the 
Guild of Non Traditiona1 Product Exporters (Gremial de Ex
portadoro- d i'roductos no Tradicionales-GEXPRONT), 
USAID/Guatemv ala Project: No.520-(341 . 

BACKGROUNI) 

The Erterprirqe Chamber of Guatemala (CAEM) is a non
profit, autonomous, non-political entity, with its own 
legal Wtatus. CAEM encompasses the Chambers and Associa
tions of the privat:e sector of Guatemala and is the 
liaison or t,he de'velIopmnt ,, ctor. CAEM was e'stablished 
in 1981 O w were approved by Ex e cutive rderitAndby 

on March 19, K82. 

CAEM wa; rrqoi:',d 1o draw tie maimum benefits offered by 
the Caribbean Basin 11ni i t i ye (CBI) and to transact 
po 1icieE acre I]era Ving the econom ic deve] opment of the 
c, , try t:hro<Iah the pIrivate sector. CAEM'n foundinq mem
bers W.V" I h :,h-,mbe ', of Conmervr,, Fndu, try, Tourism, 
Consyrurt KVr the GelleS I Aqvun:iak ion.itin lFirmn; 

GEXPRONT i& :a qui ld workng throi gh the (;tC mber of Ln
dustry and wis founded in M-, 19H2. The main purpose of 
GEXPRONT i.s sutpportV ,::p 5t iexo and to looko th e rting soLor 
for f is, a incen t ives enicourag ing product ion and expo" ta
tion of Guat emal an qod. 



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

Following is the organizational structure of GEXPRONT:
 

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

b) 	 The Board of Directors, which includes GEXPRONT
 

management.
 

c) 	 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 is the liaison between 
GEXPRONT and USAID/Guatemala. 

e) 	 The Administrative Manager, who supervises and 
coordinates GEXPR0NT '.; general activities and 
reports to the General Manager. 

On August 31, 1987 CAEM and the U. S. Agency for Interna
tional Development (A.I.D. ) signed Cooperative Agreement 
No. 520-0341 for t~le Private Enterpr !,_: Develcpment 
Project.
 

The purpose of the Projec: is to ampt i y and .ngthen 
the parlilcipation of the productive privat.t t:()r in the 
social-economlc devel.opment. of Guatema.I a .;y/ :a,,,ing in
vestment, advancJ ing and divers i fy itig no n t :-A(it. inal ex

ports and generating prof itable ,rnp Ioyrn,, : ld income. 
The project became e t fect iv e on Augu ., H7, for aq u t 

five-year per'iod whIch w I end on Augu(sI 27, i,1)Y2 

The 	 Project '-; ma in conponent n are: 

a) Technic_-al 
(PME). 

!upporl to nIa 1] and medium enterprise 

b) Export promot ]on. 

c) Development of the financial markets. 

d) New private productive sector initiatives.
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The portion of the project dealing with the private sector 
will be managed by CAEI, and for this purpose a Project 
Management U'it (PMU) will be established as a working 
unit of CAEM. The PML' will e;tabi ;l internal policies 
for executin g , supervisij and evaluatirg activities: for 
collect ng An processi ng and for making 

or e::ficitrecomimeioi'st!n ;05 project1 i on 

The nun0 -1 iito Iien. A "::1'2ThIat 1 idr component is a 
progruam ,-i d t- : p cl; divers infyig coil aid non-

trad l i:)iai 1 ft,- in, ,t. : to i ternationalut nportK;, 

markets anId in on uf(qiVn irllppo(r i" eponsion invest:ment 
in export .s t i v 1tlp, gene r? ti', Wa unl; v,1',' Imp1IOfllylie t. The 
componenit wi 1 L e imp nimentt d by th,e GuI o f1 Non-

Traditional Product EILxpo-'t e ('HGEXPPONT). 

The project wil l boost acti v t i e. aimed at promot ing ex
ports by providing support to: 1) GEXPRONT tor nego
tiating pol icies, t:echn:i cal ass s stance, t r'a i :ig and 
promotion for exportation of- non-tr adit iona i i dorct_; 2) 
the research, development and fatosr Ing I ree zone 
facilities; and policies impr'oving A" produi, ive3) for ct! 
private sector's position in inte;r'national m; tw. 

On March 15, 1988 CAEM signed a . n ho.I'nOOnll t Wi th (GEXPRONT 
for under tak ing the actliv i tie.r covered .y t.Lbe Non--

Tradit ional Export comoont at Pr ivatoPromot i ci ofA. En-
terprise Developmlenit Project, USAII) I{t.i-ien: , a P'ojectV No. 

520-0341. Tb i . thagre~ mtowiict hnd will "1 Auqu t 27, 
1992, requ ies CAEM to prov ide i 0 i ld with .an amount 
not: to ered 48t, subjec.-Gb ,' to o' L l: ity, the 

agreement a1lso intend'; to pr,"sVide in addit ional 

Q1,593,700. The reaources to b" providedi by the Guild as 

its counteor part contribution for the progr'am wi l not be 
less than Q2,600,000, including costs borne on an "in
kind" ,basiF. 

Some specific objectives of the Non-Traditional Export
 
Promotion component, of the Private Enterprise Development
 
Project covered by the subagreement are the following:
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a) 	 Development and promotion of products and companies
 
for increasing exports of non-traditional products
 
and 	 diversifying markets for such products. 

b) 	 GEXPRONT andici CAFM joint negot*iat ions for the reform 
of polici.es arid s:t rategie, aimed at encouraging ex
ports of no, -tr.di-i iUni procuc ts. 

c) 	 Expans i, A exports: _ii 38 key production areas. 

d) 	 Improvement of e ort activities of 400 exporters. 

e) 	 Improvement ol GEXPRONT's effectiveness in providing
 
technical assistance.
 

f) 	 Strengthening GEXPRONT's ability to generate more 
income. 

AUDIT OBjECTIVES AND SCOPE
 

The specific objectives of our review were to determine 
whether: 

a) The Guild of Non-Traditional Product Exporters 
(GEXPRONT) has sufficient management capability and 
span of control to administer the project, consider
ing its current and forecas ted project workload, 
staffing levels and past peroormarnce; 

b) 	 The estimated direct and indirect proposed costs for 
the Project are based on the most cu rren t and ac
curate pricing data available, and reflect only 
those cos ts which are allowable and necessary to ac
complish the work; 

c) 	 GEXPRONT's accountinig 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 !qi adequate in 
the c ircumstances; 

d) 	 GEXPRONT is financially capable to undertake the 
project, and
 

e) GEXPRONT is in n:ompilance with agreement terms and
 
applicable laws and regulations. 

Our audit was performed in accordance with generally ac
cepted auditing standards and with the U. S. Comptroller 
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General's "Standards for Audit of Governmental Organiza
tions, Programs, Activ.ties ard Functions" (1981 

Revision), and accordingly included such test- as con
sidered neces- !;ary in the circumistances. 

The sc:ope of o r worl inc ided: 

Reviewing the organizat ional structure, certain ad
ministrative systems and procedures and current and 
proposed staffing levels with respect to Project activity; 

Reviewing the pro)posed costs for The Project, with em
phasis on compliance with the guidelines established by 
OMB Circular No. A--122;
 

R-viewing GEXPRONT's finarincia capability with respect to 
Project disbursements, taking into consideration the two
month period normally required by A.I.D. to reimburse the 
related expenses. 

_
Reviewing ie int erna.1 . nt rig and administL caLv I'
tro1 systems, with ernphas is 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" wo(,rk we were alert to situations or transac
tions that could he indicative of fraud, abuse or illegal 
expenditures -rid acts 

RESULTS OF A(UITJD'P 

Propof~ed costs 

The cost proposal in general did not comply with the
 

guidelines established in OMB Circular A-122.
 

Fin-anc.ii I capabi .1i t. 

GEXPRONT doets not appear to have the financial capability 
required to adminis;ter the Project unless it receives cash 
advances'; from . I.D. 

Managemen t c apab i ilit y 

GEXPRONT does iot have the management capability and the 
span of contro for administering the Project. 

- 5 .. 
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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 assets.
 

- There is a lack of segregation of duties regarding 
cash receipts, deposits, check issuance and bank 
reconciliation procedures. 

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

- The Electroi c Data Processing Center lacks general 
controls. 

Compliance with agreeennt terms and applicable 
laws and re ulations 

GEXPRONT has omp]ied with agreement terms, laws and
 
regulations, except for the following:
 

- income ta,s have not been withheld from employees' 
salaries. 

- The prDject had not commenced as of March 19, 1988. 

- GEXPRONT ha- not developed -icode of business ethics. 

- There If : . ack o)f written procedures for purchases. 

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

MANAGEMENT COMMENTS:
 

The Guild (.f Non-Traditional Product Exporters (Gremial de 
Exportadore!s de Productos No Tradicionales, GEXPRONT) is 
Jn agreement with the results of the audit, The observa
t.ions and recommendations made by Price Waterhouse are 
we]l taken by GEXPRONT 's management who has alrea-Idy deter
mined a numier cf actions to be taken . Tne d,u,: i 1!; of 
these at(1 on; af, we I I a f; the dates for complet ion are 
presented in the "Program for Action" prepared b,? GTXPRONT 
(Append.ix: 1) 
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GUILD 0F NON-TRADITIONAL PRODUCT EXPORTERS
 

THE NON-TRADITNAl, EXPORTIT PROMOTON1COMPONENT OF
 

THE PRIVATE ENTERPRISE DLEVFOPME PROJECT
 
USAID!GJATEMALA PROJECT NO. 520-0341 

REPORT ON PRpP-" D COSM; 

We have reviewed the co:t proptu sal for the Non-Traditional 

Export Promotion component oft Ihe Private Enterprise 

Development Project related to the subagreement entered 

into wi th the Enterprise Chamber ot Guetemala (CAEM), 

USAID/Guatemala Pro jectI No. 520-0341. Our review was made 

in accordance with app]icab]le guidelines included in OMB 

Circular No. A-122 (Pri nciples for Determ i ing Costs Ap

plicable to Gran ts , Contract's and Other Agreements with 

Non-Profit organizations other t:han Educational 
Organizations , AID Handbook 13, Paragraph 41D - Governmen

tal Standard Provisions for Non-U. S. and Non- Governmental 

Grantees, and the Inited S tates Comptroller General's 
"Standards for Audit " t Governmental Organizations, 
Programs, Act iv . Iies andl Functions" (1981 Revis2;ion). 

The purpose or our review was to det:termine conpliance of 

the above mentiJoned proposed costs with the tollowing 
general guidelines: 

1. 	 Direct and i ndir ect cos ts are based on the most cur

rent, comp lete and a.:curate pricing data available; 

2. 	 All cost.s inclun d are allowabI,, reasonable and in 

agreement wiIth on tract terIs 

3. 	 The overhead rate, if any, is reasonable and in 

agreement ith contract term._ 

4. 	 Employee salaries and wages and escalation facters 

are 	re--t 0fablIc
 

5. 	 Fringe benf:I t pla - 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 de.,cribed in the accompanying fi ndirigs. 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 

THE NON-TRADITIONAL _EXPORT PROMOTION COMPONENT OF
 
THE PRIVATE ENTERPRISE DEVELOPMENT
 

U_SA_-IDJGUAT'IEMALA PROJEC't- N(. 520-034.1
 

REP-}TI )N I'R(.)PUS 1E1) COS']lS 

OPINI ONAuI) T'i'O 1 

This report is intended solely Tor the use of the Guild of
 

Non-traditional Product Exporters, the Enterprise Chamber
 

of Guatemala, and the United States Agency for Interna-

tional Development. This restriction is not intended to 

limit distribution of thi.. report which, upon acceptance 

by the Office or t:h ,1 .nLspector Gei:eral, is a matter of 

public record. 

March 23, 1988
 
Guatemala, C. A.
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 

THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF
 

THE PRIVATE ENTERPRISE DEVELOPMENT PROJECT 
USAIDZ UATEMA.LA. .P.ROJECT -NO, __5.2-0_3_41 

REPORT ON PROPOSED COSTS 

FINDINGS 

1. The Proposed Costs for Counterpart Contributions Were 
not Based on the Most Current. Comp)lete and Accurate 

Pricing Data Available. 

Condi t ion: 

GEXPRONT'.; proposed costs for counterpart a.ontrI'butions 
amounting to Q2,495,696 were de termnined by .dding 25% to 
the budgeted EISAID dollar qrari t, t r ,a, I -ted at the ex

change rate a Q2. 50 to US$1.00, ., Id t h overr ment of 
Guatemala!s, (GOG) counterpart coat 'ibut.Jon, oft Q1 ,!593,700 

were di.,.V rIhut equal ly over the f 'ie year . if. C)f the 
project aiid aIt.Iocated a ot.her aas s 

Criteria:
 

According to A.I.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 information.
 

Effect:
 

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

Recommendation: 

USAID/Gual tr!am L should require GEXPBONT to revise its cost 
proposal b:hved on the most current , complete, arid accurate 
prJc.icn d t : ,va .1iab.1e , which :is; adequately supported and 
in suff: icieni de. a i I in accordaciie wIth agreement terms 
and the q'ilidiness in OMB circular A-122. 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF
 

THE PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID,/GUATEMAF,.A _PROJ E F A20- 03-41T," NO. 

REPORT ON OtPOSf'I) COiTS
 

F 1 N DING S
 

2. 	ProDosed Costs for Consultant Services Were not Sup

ported. 

Condition:
 

Most of GEXPRONT's Froposed costs for local and outside 
consultant services were determined in conjunction with 
USAID.Guatemala personnel; however, we were not furnished 
with documentation supportin, those costs.
 

Criteraa:
 

According to A.I.D. policy, proposed costs should be based
 
on the most current, complete, and accurate pricing data 
avai lable. 

Cause:
 

All proposed costs for consultant services were based on
 
meetings with A.I.D. officials 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 propose(] costs.
 

Recommendat ion:
 

USAID/Guatem'ia should require GEXPRONT to document the
 
basis for the proposed costs for consultant services.
 

t . 3. 	Frinqe Hfw f itt We re ... o. Included in the Proposed 
rCosts for Go n t-rac.iq Technical and Administrative 

Staff for, the Project 

- 11 
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GUILD OF NON--TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE EN'I'ERPRIS IEFVELOPMENT PROJECT
 
USAID/GUATEMALA POJECT NO.520-0341
 

REPORT ON 1POP(__)t }P COSTS 

I. N D I N(G 5 

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.
 

Cri 	teri,i: 

Proposed cos ts for contracting technical and administra
tive staff should include fringe benefit payments in ac
cordarice 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
 
costs, not all expenses necessary for project completion
 
have been properly estimated. 

Recommendat ion: 

USAID/Guatemala fs;hould require GEXPRONT to revise its cost 
proposal for contract ing techn ical and administrative 
staff to incl i dle fringe benefits in accordance with the 
law.
 

4. 	 No In fI lat ion 1.actor,; Were Con,,;idered when Estimatinq 
the Proposed Co;t,:; for the _Project. 

Condi t ion: 

The Projecl ' proposed co;ts3 were estimated without con
sideration of t factors expenses be inany inf]ation for to 
curred during t:he five year life of the project. 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAIDGUATEMALA 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 management oversight failed to include expected in
creases due to inflation.
 

Effect:
 

Some budgeted amounts may prove to be insufficient to pay
 

for the goods or services when scheduled to be acquired.
 

Recommendat ion:
 

USAID/Guatemala should require GEXPRONT to revise its cost
 
proposal based on quotations or bids adjusted by inflation 
factors con; i dered appropriate for planned dates of ac
quisition of goods and services 

5. 	 The U. S. Dollar Bude-tied Costs Do not Cover the Total 

Resourcs,'.-' Assigned by the Agreement. 

Condition:
 

The cost proposal submitted does not cover the total
 
resources assigned of U.S. $3,483,000, since the overall
 
budget if for US$3,355,634.
 

Criteria:
 

GEXPRONT' s budget should envisage total use of funds as 
they were -greed upon under the technical cooperation sub
agreem-.n t.
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 

USAID/GUATEMALA PROJECT N3).t52O--341
 

REPORT ON PROPOSED ,UOSTS 

F"I NDI NGS
 

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 US$127,866 not allocated in GEXPRONT's
 
budget.
 

Recommendation:
 

USAID/Guatemala should require GEXPRONT to revise its cost
 
proposal to include all concepts and cost estimates con
sidered by the subagreement with CAEM.
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE 

PRIVATE ENAERPISE DEVELOPMENT PROJECTUSA.I D!'_rJATF:M~ALA4 Pr~O, ECTr 0~ 0 IJNO. 5:,) 

tEPOHRT ON Fl NAN'I AJ CAPAB11,1TY 
AUDIT'W OVPI NION 

We have perrormed a pro award :,.rvey of the Guild of Non-
Traditional Produc t Expor "r' ,EXPRON'F ) financial 
capability 
 to manage tie Non tradit ional Export Promotion 

,. ise Deve,lopment projectComponent of the Pri v Enterp r 
under the suhag en, wit h tie Entr pri Chamber of 
Guatemala (CAEM) I.A-1 a Pro je t hQ H(, G'titemal ,a No. 034 1 
Our rev jew war . opero purtsoan t to the tatemen o Workrrn 

survey ai ifor the pre award in accordance with the United 
States Comptroll er G er r ] Vl'. arid Audit of"Sta or 
Governmenta .1 Or an i ,at .i IP'ogramu, Ac- v iv andiio. 
Functions" (19Ht I Revision) Our work in uloced, to the ex--
tent that we cons idered i i"' -r, ,a review of uinaudited 
financial .. at-mpntq a it December 31, 19H7 , cash and 
lines ot credi , re: - p is and d isbursements projected for 
the first six mnth. of 19H8, the project budqet for 1988, 
other GEXPRONT projects that may require funding, and 
proposed :onterpa r t coint r ibotions.. 

Based an our review, .s desuribed above, we believe that
 
at pres nt (EX PRN doer, i have thhte capability
not ! inanc ial 
for adminijt-ring t he above men tioned project because its
 
financ.ial retiur e sAre not solt I clentl to cover operating
 
expense. t h Pr,jet for the two molnlth 
period that will 

.normally I apse Weoreo r Imb'remnt are made by A. I. D., 
unless cAh advinto, , ro reeived trm A. I . Ourfu P.. 

opinion is based cin tIe oopalyip findinc. I oa 3 

This rpo ! in'.!,elded K le]l y fir th- ,te of the Guild of 
Non-Tradi i ;nal r u.nt :p Irt er: (EXPRUNT) , the En
terprise Chamher of 11 ii ,. I]ta, and the United States 
Agency for toraio , This isInI l Deve0lopmeln}lt.- restriction 
not intended to i mIflI I Gis 1' t of thin reportrio Iio': which, 
upon acceptancer by t 0fthe Inspct or General, is 
a matter pf I i:S r" "ro . 

March 23, 1988
 
Guatema la
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS 

THE NON-TRADITIONAL EXP RT PROMOTION COMPONENT OF THE 

PRIVATE ENTERPRISF DEVELOPMENT PROJECT 
USAID/GUATEMALA PROJFCT NO.520 0341 

MEMORANDUM ON tINANCIAL CAPABILITY 

Our review of t.h unauiited nanc ial statements of the 

Guild of Non Tradit ion:t1 Product Exporters (GEXPRONT) as 

of December 31, 1987 diqclosed the following data: 

1. 	 Net current anqten amounted to Qd: ,,000 .
 

2. 	 Cash in bank" amounted to Q18,000.
 

3. 	 Another USAID Project, No. 520-0276, with funding of 

approximat ely Q19?,000 was in progress. 

4. 	 Fixed a.-set Ainun .ed to Q149,000. 

5. 	 Net wor'.h ,l QI :3,000. 

6. 	 [)isburement or the six months ended December 31, 

1987 exceeded receipts by Q5,000. 

We were inormed by GEXPRONT officials that the entity has 

not used linen ol credit. We were also informed that 

GEXPRONT in manAqinq another A.I .I). project which does not 

requi re o EXP)RONT' ,u n dn becau: e At receives cash advances 

from A.I .P.
 

On the bi. i ! the I inanc iaI data nupplied b'y GEXPRONT, 

we believe tht it 'h -tn rese ipt. for the first six months 

of 1988 will be appronimate.ly Q252,000. During the same 

period. the Project budget wi 11 require cash dis bur.sements 

of approxima lely Q292,000. Bas on analysni W e.d this 

be lieve that GEXPRONT does not have the t i nanc ia 1 

capability for managiq thbe project under an expense reim-

bursement syst em. 

- 16.
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GUILD OF NON -TRADITIONAL PRODUCi'. EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID /GUATEMALA PROJECT NO. 5i20- 034 1
 

REPORT ON FI!NANCIAL (APABII, 'I Y
 

F IN 1)1 NG S 

1. GEXPRONT Prpares Semiannual Cash Flo, Projection 
Statements Even Though its Budget is Prepared on a 
Quarter ly Basls. 

Condi t ion: 

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. 

Criter ia. 

Cash flow s;tatemenits for entit ies ,-uch a-.; GEXPRONT are the 
main tools for financial decision making, and the 
frequency of their preparation governs the timeliness of 
such dec ision making. 

Cause:
 

Only semiannual cash flow statements are required by the
 
Board of Directors. 

Effec : 

Receipt;.! and disbursements budgets prepared more
 
frequently than cash flow projection statements could
 
result in incon;i,;tencies in data and delays in management 
decisions.
 

Recommenda t i on:
 

USAID/Guatemala should require GEXPRONT to prepare cash
 
flow projection statements quarterly in conjunction with 
the receipts and di,;bursement.s budget. 

2. 	GEXPRONT Ha-, not Determined How it Proposes to Furnish 
its Counterpart Contribu.tions; to t-he -Project. 

- 17 



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

PRIVATE ENTERPRISE DEVELOPMENT PROJECT 
US.AID/GUATEMALA PROJECT NO. 520 -0341 

REPORT ON F,'INANCIAL CAPABILITY 

FINDINGS 

Condition:
 

GEXPRONT's only income comes from its membership fees
 
which are all used to cover its own administrative ex
penses. GEXPRONT has not determined how it is going to
 
provide its proposed counterpart coiltributions for the
 
project.
 

Criteria:
 

The subagreement withi the Enterprise Chamber of Guatemala
 
(CAEM) requires GEXPRONT to furnisb Q2,500,000, in coun
terpart contributions for project development, including
 
in-kind contributions.
 

Cause:
 

Lack of information 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
 
resv t In delays in project activities and in the attain
ment of project objectives.
 

Recommend- t. ion: 

USAID/Guatemala should require GEXPRONT to determine how 
it proposes to furnish its required counterpart contribu
tiont; to the project. 

3. 	 GEXPRONT does not. Prepare its Financial Information 
on- aTinely Basi-. 

- 18 



GUILD OF NON--TRADI.T]CNAL PRODUCT -EXPORTERS 
THE NON-TRADITIONAL---- THEEXPORT PROMOTI-ON COMPONENT OF --

PRIVATE ENTERPRISE INELOMMNT PROJECT 
U.SAID/GUATEMALA PP(.),EC'T NO.,5o20-03.41' 


REPORT ON FINANCIAl, CAPABILITY 

FI ND I NGS 

Condition:
 

At present, GEXPRONT's 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 laid not yet been prepared. 

Criteria:
 

Financial .tat,;,nen consi t,ituite a management tool in deci
sion making whon prepared on a timely basis. Under normal 
circumst anef,,, fXPRNT'fi nancial statementf should be 
prepared within ten working; day,_. following the .onth to 
which they rel te in order to be usetful for this purpose. 

Causet 

The f iancial statements are riot prepared on a timely 
basis because of the accountant's excessive workload. The 

i I The positionaccountant hand es all account inq furictions. 
of assI1.t.a,,,t a;ccounltanti i! tt ll open. 

Effect : 

The regu .1Ar de lay in prep , i iGEXPRONT',;g financ ial state
ments may :lit erf ore with adequate and timely decision 
making, there ore ri:;kingt proper Project implementation 
and att-inment ol the objectives and goals established for 
the Pro(joct . 

Recomntrda t ion: 

USAII/Guat emala should require GEXPRONT to prepare its 
financial statements or. a timely basis. 

- 19 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
TENCN-TRADITTOINAL EXPORT PROMOT I ON 'C'MP-ONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAIDiGUATEMALA PROJECT NO.520-0341.1
 

REPORT ON MANAGIEMENT (CA AHI1I1'1Y
 
AUI)1]'1'T ? ' 'JtPINUION 

We have performed a study and ovala:wIan of the Guild of 
'Non-Traditional1 Product Exportern (GEXPRONT) capability
 

to manage the Non-traditional
:,oraEport P)romotion Component 
of the Private En terprise Development Project under the
 
subagreemen t signed wi th the Enterpr i se Chamber of 
Guatemala (CAEM;, USAI )/Guattemala Project No. n20 0:34 . 
Our study and evaluation covered those areas we con': idered 
relevant to the cri teria in t he 'statement of wor: Ior the 
pre-award survey o I the above ment i oned subag reemnt. Our 
work was performed in accordance with the United States
 
Comptroller Koneral's "Standards for Audit of Kovernmental 
Organ!zatioow, Programs , Act.iviti s and Fr'no tjons " ( 1981 
Revision).
 

Based on our ntudy and our understanding of the criteria 
included in the statement of work mentioned in the preced
ing paragraph, we bel ieve that the Gu.i ld of Non
traditional Product Exporter, (CEXPRONT) at present does 
not have sufficient management capability and ,pan ot con
trol to manage the project, since the adm in:Itrat iye 
manager pos i Vion is vacant and the accountant hand ls In 
compatible dutie: and an ey censive workload. Our opin ion 
is based ou the accompanying fi ndings 1 and 2. 

This report in intended solely ior the use of: the Guild 
of Non-traditional Product Exporter', the Ent:erprise Cham
ber of Guatemala, and the United States Agency for Inter
national Deve.opment. This restrict ion is not intended to 
limit: distribution nf this report which, upon acceptance 
by the Of ice of the ii ;pector General, is a matter of 
public record. 

March 23, 1988
 
Guatemala
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADTTTONAL EXPORT PROMOTION VCOM PONENT OF THE 

PRIVATE ENTERPRISE DEV-ELOPMENT PROJEt 
usADU.ATEMQA PROJECT NO. 2 _-_4 

REPORT ON MANAGEMENT CAPABILITY 

FINDINGS 

1. The Position of AdministrativeManager is Vacant. 

Condition:
 

At present, 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 alministrative function is vital for an" organization
 
to attain its objectives. Consequently, all authorized
 
positions of such importance should be occupied on a full
time basis to adequately manage GEXPRONT's resources and
 
control its operating activities.
 

Cause:
 

Filling the administrative 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 should require GEXPRONT's Board of Direc
tors to take immediate action to fill the administrative
 
manager position.
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
US.A.ID/..G-AT1E,ALA PR.OJECT NO. 520-0341
 

REPORT ON MANAGEMENT CAPABILITY
 

F'I ND I NGS
 

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
ministratJve functions since the positions of assistant 
accountant and financial department director are vacant. 
Furthermore, accountirg records are kept manually and com
rmencement of project activities will generate e'en 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 envisioned that the project's finance and
 
accounting functions would be in addition to the current
 
workload.
 

Effect:
 

The start of Project activitJes would put even more exces
sive burden on GEXPRONT's accountant. Internal controls
 
would be weakened even further due to the lack of adequate
 
staff and segregation of functions. Output of financial
 
information would he even more ;eriously delayed.
 

Recommendat ion:
 

USA l.)(/Guatema .la ,;hoit]d1(1V lUre G EXPONT to contract addi-
tiona I per.;onne] to fill the rw ;ition of issistant ac-
countant and fi nanc i a I department. di rec t or . GEXPRONT 
should segregat e the f unct ions that are not compatible 
with accounting activities and rea li ocalte tho,;se to the ad
minist:rative section. 
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GUILD OF NON-TRADITIONAL, PRODUCT EXPORTERS 
THN.._ON-.TRAPITIONAL EXPORT P.ROMOT:ON COMPONENT OF rHE 

PRIVATE ENTERPRISE DVEVrOPMEN PROJEC.TU~sAI DP/_GUAT tAAL!A PR~O.) C'' NO.",20o-o034 1 

REPORT_ ON I NTtiNAL CONTROL,;
 
AUrDITO' " OPINION
 

We have performed a pre- anca 'tudy And evaluation of the 
internal accountilg and ,cdmi .,, strat ive control systems of 
the Guild of Nont-Traditiunal Product Exporters (GEXPRONT) 
in connectionl witht the tuhaq r'oentei with the Enterprise 
Chamber of Guatemala (CAEM) !or the Non-Traditional Ex-
port Promotion Component U! t he Private i)evelopment 
Project, USAIL. ,1 zt Prjoj ectt No. 520- O53l ] . The pur
pose of our stud''y d 'A'ndl 1tt .oI WatO to nip trineiitt the 
adequacy of the: it --. .... t :: -. ' or-:'d tm uir,c t L( i un; . reco 
der t.he ruta .reotnt .. t ' Vain i W"- per-Ur Iact t]n 
formed it ,r'o dnu: w','', n Unit e-d ;,tn ' t roller 
Genera ' "tl:'da,! i'K Audit of (Vverrtmernital OA niza
tions, Pt' qr:t ., A,: ' ,'''' ; a;d Funct io'n:a" (1981
Revisioni ) A r ni] , Tthet OFIt; tp -ta ].ith(tDt t b' the 
stateme't ')" wri I ' he pre-Award urve ao e sI
agreement. Q t tidy ;'.',at i ii t'd t" in evaJ at ion o din .. 
bursementi , Io 'tLft*5. '; ih.", f)CiFi t 2 riganut t t5 , ,feq1:±rdi 
of asc.i I n; ,mll d t issor " a2)1 O d n t t. 

.
Thle maln:nlq O 1 (a!:M', Tradi tlion: Exment it t , Non Product 
portern' " .iv.. 1 1i v"Whtithi n and maintaining 
tile internal Ul S'/,nt" Ct ),:plirI when d" t.ro, to. ,. d ,at 
ilnisterlt itnqI h\, 1t in o"i.n m nt .il tti.' iUn0"At oubaih . !' .1

ing t:iat re; 'iot i J i"ttimn And j,(IqmP :. by 
management are P(r "ii" to n!mv, 5 the 0rii tpe-d oenote i tS 
and relJt.e -i c 'Jt n , Centnotr'u . 'iThp objec:,tives 

intrnal nM(PlMtIned. Itof the o ''. I 1 t ] In dmi ri Itur inig MYii 
Project are ma, nt h butin p' '. ,' ntrttc'''t ii: r.teioetjtI b]l, not 
abso]ute, .,e' t vt, I hAt re t(rce',: atrc nafvt;uarderd against 
waste, .. uI Mun't , i ',. ''c,er, pr,. tt,, 'o;, used 
and in comp It, wa iifh '0'.! ,h .ho, p I v.l. iq licd 1rt.;('d(ure.; 
and appt i b.tt.1I' K i n .il re,;; i.t ;t' An:td l', .i.tble dt. a are 
obtained, mainItatii Cid firi l'y di io ed In mauna;erment 
report:a. 
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GUILD OF NON-TRADITIONAL PRODUCT EX2ORTERS 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT 
USAID/GUATEMALA _PROJECT NO. 520:-0 41 

REPORT ON NTRNAl, CONTROLS 

AUDI TOR'S OPINION 

Because of inherent ]imitations in any system cf internal 
accounting and administra-tzive cuntrol, errors or ir
regularities may occur and not be detected. Also, projec
tion of any evaluation of the ,yltem' to future periods is 
subject to the risk that procedures may bec: m i aadequate, 
because of changes in cond.i tions , or that the degree of 
compliance with the procedures may do o.riora.t. 

Based on our study and the ci . or i a r, ioP, to in the 
first paragraph of this report, we h 0 12,l thait (EXPRONT's 
control systems are adequate lo . '. 1) piurlmis, except 
for the conditions described .i th ,l ty yir findingslomip. r 
1 to 4, which we bel ieve resu I t in M,, tha a r elatively 

that or riaylow risk errors irr'equi a ili m occur and not 
be detected within timely! pori"a i0. 

This report is ntended snOo[ or the use of the Guild of 
Non-Traditional. ProduI Et!.xjoror.;, thre En ernprise Chamoer 
of Guatemala, :nd lit(h United States Atenroy for Interna
tional Devel]opmerit. This res trj tion is not intended to 
limit d:itribqt Virn of thin roport which, upon acceptance 
by the 0. irw of tFI inipector General, is a matter of 
public re c' :. 

March 23, 1988
 
Guatemala
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
-
USAID/GUATEMALA PROTECT NO. 520--03-41 

DESCRIPTLON OF I1NTEPNAL CONTROL SYSTEMS 

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

DISBURSEMENTS 

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

2. 	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).
 

3. 	Checks are signed by the general manager and the
 
treasurer, after a) comparing the check with the in
voice, and b) reviewinq the amount for reasonable
ness and compiance with ta: aspects. 

4. 	 Checks are son! back to the accountant for delivery 
to the supplier'. 

5. 	 Journal erif :e- are prepared by the accounting 
departmnr1 n the basis of the approved check. Sub
sidiary ft +j rn .rc. then posted. 

COLLECTION OFQ P,]VABLES 

GEXPRONT ncu kntn for its income by the accrual method of 
accountinq. Iieh ill ing procedure Js as follows: 

1. 	 ''he comle~rci al informat ion depart:mel issues a 

monthly 1 istinq of o.l memb,,r. far bill ig pur
poses. The conp ter' oui' tKout thrio; };IQmbuv that5 r 
are more Man two month.. in -rreatr n pm)'/ment of 
membershmlip fee,., and )1reparO1' a -tn)#dtl . fora i-sting 
discott inu Iog hi I .1i(15 tgs t huqY p r"ut' .) 

2. 	 Based o" the above ment ioned ]it.iLn,., the computer 
issues the bi.1 lings and autmat ical17 charges the 
members specific accounts in the auxil.iary ledger 
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GUILD OF NON-TRADITiONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT

USAI D,/GUAT EMAL [~a!R03E . 034 1tCT 	NO. -0 


DESCRIPTION OF INTERNAL .ONTHOL S .YSTEMS 

bi l l ings through 
mailing ('ompan ("Serv ici de Enitrega I nmediata"). 

3. 	 All Are sent to Iflct)e rmebr a private 

4. 	 Members are cont act ed by ploWu. When, Pi'/men t s are 
ready the Guild's mess enger pic'n. h -hhck up. 

5. 	 A cash receiptsr form is prea.,.ed .or each check
 
received; 	a copy of wlich is the bai . for recording 

'collections and crediting the nembers acrounts,
 

6. 	An aginq of accounts list.ing is prepared at month
end for control oi collect and tor accountng 
purposes. 

7. 	 The coll.] r is theIcto process completed when li st ing 
o members that are more than two months in arrears 
on paymenis is transferred to the institutional 
development department for personal col lect ion 
visi t s. 

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 e ither one of the assics tant managers 
(technicail or administrat ive) . The order is 
prepa red wi th two copies and it .is d ,aIr t ted as 
f o ll ows:
 

Original Supplier
 
Copy Accounting department
 
Copy For sequence file purposes
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GUILDOFNNTADIOA ODTEXOER
THE NON-TRADITIONAL EXPORT P'OMOT ION COMPONENT O THE 

PRVATE NTEP.PRI A DEVELOPMENT PROqECTQ 
PROJECT NO ,529-344USAI DGUATEMALA 

DESCRIPTION 01 1NTERNAl, CONTROL SYSTEMS 

2. Stationery and u Itic nuppi ie'.; 

An accounting clerk control- thle stock on hand. At
the minimum supply reorder point, several quotations 
are obtained by phone and an order is placed for the
best offer aft ter auchor i zat i on is obtained from the 
accountant. 

3. Project ;er vicew (events, promotion;s, training, con
ventions, etc.) 

The area chief prepares a budget, sub.equently
proved by the general manager, 

ap
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 dat e of our review, no tormal procedures
safeguard ing of assets: were in 

for 
place. However, an annual

physicA! i,.wntory iv taken, .identifying 
quired dK if ing th. per.iod. Also, auxiliary
dividua " ntir ec are kept for control 

all items 
edgernr for 

purp,-es and 

ac
in
for 

comp ri ;o,, wi p iys ical counts. 

DATA SUHMIK... 

The account tnq s tem generates the following information: 

- Balance sheet 
- Statement of receipts and disbursements (monthly and 

cumulative Wi,date) 
- Comparison of results of operation with budget

(cumulative to date) 
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GUILD OF NON-TRADrITI)NAL PRODUCr EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF T-HE
 

PRIVATE ENTERPR 1.'F. DEVELOPMENT PROJECT
 
USAID/GUATEMALA UOJE(.;T NO.2,)O 034
 

REPORT HON T:'ENAI, )N'ROLS
 

F I N L I NG; 

1. GEXPRONT does not have Insurance Cover!age for its 

Asse ts (od,-. 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 its
 
assets.
 

Effect:
 

GEXPRONT is risking losing its assets in case of disaster
 
and is jeopardizing its financial position by not having
 
insurance coverage over Its assets.
 

Recommendat ion: 

USAID/Guatemala !.;hould recommend that GEXPRONT maintain 
adequate insuranrie coverage o,'er its assets. 

2. 	 There waf;s Lacl oI Segregation of Dut ie,; on. Disburse
ment. and Cash Man,-iem nt_ Pro re".,du 


Cond it ion: 

There waf; no ,.v iden(A of review 01 baink reconciliations by 
a rolfic ," ii, 'l the issuance of checks, 
depof;iln of ca.;h receipti;, recordingj ol transactions and 

bank recor,c. 1iat ion fu1ric t. i l: are hand led by one in
dividual in the account inq depar.nenit 
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GUILD OF NON- TIADIT t)NAI, IPRODUT(? I'EXPORTERS 

THE NON-TRADIT) 1ONA L EXPOT PROMOTI ON V'OMPONENT OF THE 
PRIVATE ENTEP.PRI E I)EIVI:!,)PMENT iOJECT 

US,AI[D, GUATEMALA t'7 O,41P,.,'T~ NO. , 

REP()T ('N INTEFNAI, '(NTROI,S 

FINDINGS 

Criteria:
 

Established procedures over cash management and recording
 

should provide adequate segregation of functions and an
 

independent control over bank reconciliations.
 

Cause:
 

Management hat not implemented tlhe e control procedures. 

Effect:
 

Under the !- 4 M r ro r; irrigu lari ties may 
occur aid not be det e ei n . t imely bal .j.; 

prenr ny f;em 	 and 

Recommeridcat ion: 

USAI D/Gua t emi a thiuld require (3EXPRONT to e, tablish pro

cedures that viuild c, no re t hit i:Ik reconc li at ions are 

reviewed by nomeOne i nde pendeit of tie preparer, and that 
segrega.t ion o f urict i In e:x< tntn regarding issuance of 
check.;, depon; it of canqh rtece ipti .-And preparation of bank 

reconr ilIi-iti lan';, fur be .r, rcanh mana.-gement. con! carl. 

3. 	 There were- no Accounti g Manual r Wr i t te n Proce
dure-. 

Cond i t I on. 

The pr...eInt procedu r enf ; cover ing purchasen , accounts 
receivabl,, billingnV and collections, disbursements, 
payro 1 !, aInd pet t 7 ca!, h are not documented in writing. 
Also, I he -ha rlt of account.; lackst appropriat e descript ions 

of 	 appl C. t ion. 

Cri t.eri, 

The wr i t t.#,n (d:t ,imentat Ion )f ac count .rig proceduret; in 
manuta I i! inl impt.)rt I t fe,-t totre in any, organization, as 

th-L.i --IL,. th .. (JnOi nc.nt pal i(-e ; .adopted by manaqement III 
implement inq t 1f. t'Iit It'j'!; n i t Ivit lAe . 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS 

THE NON_-TRADITION-AL EXPORT_ P ROMOTION COMPONENT OF_THE 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT 

USAID1 GUATEMALA PROJECT NO. 520 0141 

REPORT ON NTE H4A 'UN TH()L.-

FINf1)1NG 

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 a-d that trans
act ions are not recorded properly, in accordance with
 
generally accepted accounting principles.
 

Recommendat ion 

USAID/Guit emala should require GEXPRONT to take action to
 
imple-ent account ing manuals and written procedures.
 

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

Condi t ion: 

During; our e-valuation of the internal controls of the EDP 
Cente r, we noted significant weaknesses in the control 
procedures over equipment and operating systems use, 
access and iiper.ation, process3;ing data, and development and 
modi fic'Al onl (t !;Y"_temf_ 

Cr iterit 

The above meni o d procedures should be formally defined, 
documented in puit into practice in order to guarantee the 
relabi i it'/ and ,afety of the data to be processed. 

Cause : 

Becaue;v (it the si mpli city of the ED1P equ i pinen t installed 

and the low volume of data be ing proce sed, an investment 
for implement inq int,,rna 1 control procedures in the data 
proce,, ing department bad not been considered necessary. 
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GUILD OF NON-TRADITIONAL PRODUCTEXPORTERS 
THE NON-TRADITIONAL -EXPOR T-PROMOT IOTN COMPONENT OF THE 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT 
USAID/GUATEMAIA PROJFECT N) 5)20--0341 

REP}ORT (O uI:'T'.AI (ONTPULS 

F"I NI)I NCS 

Effect:
 

Lack of general corntrol.; entails a high risk of exposure 
to voluntary or involuntary human errors, hardware/ 
software breakdowns, n computer use,iabuse duplication 
and inaccurat-e outputs; with no control over prevention, 
detect Ion and correction of such errors. 

Recommenda , t 

USAID/Guatemit]a 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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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS 
THE NON-TRADITIONAL EXPORT PROMOION0 OMPONENT OF THE 

PRIVATE ENTERP;EINI)EVELOPMENT iPROJECT 
USAID/GUATEMALA P( ).TE( T NO 20 -0341 

REPORT ON C)MEI,ANCE 1WI T{ AG HEEMENT TERMS AND
 
APPLI(A LE IAWK: APP RE.ULIATiONS
 

Al!I) O ; O'P(Ii'.1 NI ON 

We have performed a stuiy and evaluation of compliance 
with terms of the subagqreement between the Guild of Non-
Traditional Product Exporter. (GEXPRONT) and the En
terprise Chamber of Guatemalda1 (aCARM)and with the ap
plicable laws and reo.ul,,.ions related therewith for 
USAlD/Guatema-l]a Projec t Nn . .520 0341 . Our 'tudy and 
evaluat ion was perf1ormed i n accordance wit h the United 
States Comptroller Genera I 's St andard I or Audit of 
Government i Organ izat ionK, Programr , Act .,i t jen; and 
Function ' ( 1938 1 Revision). 

The na~qemen t t KEXPRONT is responsible tor the entity's 
comp1lance with terms of the subagreement mentioned above 
and applicable laws and regulations. For purpcses of our 
study we reviewed and/or tested the following matters re
lated to the project: 

1. 	 Subagreement for the Non-Traditional E.'port Promo
tion component of the Private Enterprise Development
 
Project, between the Guild of Non-Traditional
 
Product Exporterb and the Enterprise Chamber of
 
Guatemala dated March l5, 1988.
 

2. 	 Cooperative Agreement No. 520--0341 , Private En
terpri se I)eve lnpment Project , be tween the Enterprise 
Chamber of Guatemala and the Agency for Interna

l o ntional Dev. pme t dated August 31 , iv i. 

3. 	 Progreq, of t.h, project thr)ugh March 10, 1988 com
pared In ac tivltie programmed Ior commencement and/ 
or completion as of that date as included in the 
project 

4. 	 Payrol 15 and disbursements. 
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GUILD OF NON-TRAD 11' iNA PRODUCT ORTERSXPE__ 

THE NN-TRAQTIONAQ EXP)RT ROMOTION 'ONNT0OFOM(.P,()M THE 

PR I VATE ENiE: RI4, :;E: VEL:OIPMENT PROJ ECT 
USAD, 'UATEMALA PROA'I NO.2( 0 

REPORT ON COM!L' 1IANCE, WI'TH'H AGREEMENT _TERMSAND
 
APPLI1CABLE LAS~ AND REGUILATIONS
 

AUDIITOR'S OPINION
 

The results of our study indicate that for items reviewed 
and/or tested GEXPRONT complied with applicable laws and
 
regulations, except as described 
in the accompanying find
ings I to 3. With respect to items not reviewed or 
tested, nothi rg came to our attention to ind icateu that 
GEXPRONT had not c omplied with subaqreement tor'mq; rid ap-
plicable lawr anid regu. ation.; 

This report is intended solely for the use ol the (Duil1d of 
Non--Tradit ionil Pr')duct Exporterx's , the Enterprise Chacmbe r
 
of Guatemala and t}ho Uinited States Agency for Interna
tional Development. This restriction is not intended to 
limit distribut ion of this report which, upon acceptance
 
by the O)ffice of the Inspector General, is a matter of
 
public record.
 

March 23, 1988 

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

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

REPORT ON (OMP1,1AN(CE WITI AGPEEMEf 1T TIRMS AND
 
APPICALEI.,; IAWS ANT) REOILAIIONS,
 

F1 ND ING-; 

1. The Guild has riot Withheld Income Taxes on Salaries, 

Fees and Rent.
 

Condition:
 

Since GEXPRONT is a 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
ments of sazlaries, fees, rent, etc. 

Criteria: 

Pursuant to the Income Tax Law of Guatemala, non-profit
 
entities are exempt from income taxes, but should
 
register as 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-compl-iance with the requirements for withholding of
 
income taxes is penalized with fines equal to 30% of the
 
sums not withheld.
 

Recommend,, t ion

USAID/Guatemala ;hould recommend to GEXPRONT that it 
regiszter ,:ts a tax withholding agent with the Income Tax 
Office, and withhold income taxes for ,airies , fees and 
other payments subject to tax , and pay the withholdings to 
the tax office 1n accordance with the pertinen t legisIa
tion. 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS
 
THE NON-TRADITIONAL EXPORT PROMOTION COMPONENT OF THE
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT 
USAI D/GUATEMALA PROJECT N 5 90 ().14 1 

REPORT ON COMPI.1ANCI WITH0 AGPE EMV: T TEON.S AND 
.\PPI,1CA IE LAWS ANO 11;00 l,A'? TONS 

"I ND . No 

2. The Proiect- had not Officially Commenced as of 

March--19, ._1988. 

Condition:
 

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

Criteria:
 

Acco " ing to plan, GEXPRONT should initiate its activities
 
by April 4, 1988, A fter signing the corresponding sub
agreement with CAEM.
 

Cause:
 

The delay in commencement cf the project has caused a
 
general delay in the required activities prior to dis
bursement of funds by A.I.D.
 

Effect:
 

Postponement of project activities could result in over
loading the functions of the ofriicials working directly 
with the Projecr', and could a.1..o defer attainment of the 
proposed obj ect ive,-; and goals. 

Recommenda t ion: 

USATD/Guat(ema.aM, CAEM and GEXPRONT shculd adopt measures 
to acelerate the proces s of the project. Periodic evalua
tions of proj ect progress s.hoiiAd be made in order to reach 
the Project Je tV1'es s prr'r11mmed 

3. 	 GEXPRONT hat, rnit Complied with Two of the Condi t Jons 
Set Forth in Agreement No.. 520-0276 with 
USAID/Guat emala. 
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GUILD OF NON- TRADITIONAL PRODUCT EXPORTERS 
THE NON- TRADITIONAl, EXPORT PROMOTION C(O'MPONE'NT OF THE 

PRI VATE ENTHIC 1:.;F DIEHLQPr,,EUT PR JECT 
USAI~I);,;IATI: ,IA }'R(YJ(:, ' No.,' 20 0341 

CCIMP' E 
APPLliCABLE' LAWS ANT) FT[NIJNGS R..GUJLATIONS 

REPORT ONo C'l I A.N WIT A ;, :,I:EMI:NT TERMS AND 

FI NDI NGS 

Condition:
 

GEXPRONT is administering a program of Agro-Induttial
 
Development, USAID/Guatemala Project No.520-0276. 
 The
 
Agreement for this program requires that GEXPRONT develop 
a code of business ethics and define in writing procedures
cofnsidered afequate for the control and recording of pur
chases; Ni- I e r at thi - -,)a d Jti ons hiAve beei met . 

Cr i tr 1,t : 

GEXPRONT, riht;l irl trt controIs and comply with 
the term., Agreement Uo.520-0276, should fully comply 
with its contractual obligations, 

Cause:
 

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

Effec t: 

Non-compliancf with contractual obligations may require
action by A.I .D., disrupting prcject execution. 

Recommendat ion: 

USAID/Guatemala should require GEXPRONT to 
comply in full 
with the onditiont; specified in the Agreement. 
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GUILD OF NON-TRADITIONAL PRODUCT EXPORTERS 
THE NON-TRADI TIONAL EXPORT_ PROMOTI ON COMPONENT OF THE 

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

LIST OF RE|P.RT RECOMMENDAIor;s 

proposed Co,.I!. 

Recommendal , NI I 

USAID/Gual eli ';hould require GEXPRONT to revise its cost 
proposa;l L:ed, on the most. current, complete, and accurate 
pricing itt , avA i ltabl, which is adequately .;ipported and 
in cuff it-nl jeTil in wciordinceagreementwith terms 
and the 'Jti I :,'d . in OMB .irc-ular A- 122, 

Recommtl ni ,: N' . 

USAID (J'i), ,m..ii s liou 1d require GEXPRONT to document the 
basis fr t Y plu;d costs tor consultant services. 

Recomrnenddt ii), N(). :i 

USAI.Vi 
propo 
staf I 

law. 

I 
1c 

i r 
1 

!Ihould requir. GEXPRONT to 
r:ontract inq technical and 

hld, f rlngo L. ne, its,; in acco

revise 
administr

rdance 

its 
ative 
with 

cost 

the 

Recornmericbi t un,, NHe , . 

USAID/ iu.itI jt ,,i -f fiild rfcu ir!, GEXPRONT to revise its cost 
iUat.Ionf.s adjusted by Inflationpropos so pj) #,ed or bids; 

factorc, - idered ippropriatet for planned dat e . of ac
qui J?, e ! ;,(.,t . .jcid(, o ;erv ic et. 

Recommvn'h i ion Nt S 

USA i , ,,m' 4 ;hoilt rr-'qulrr. GEXPRONT to revise its cost 
propocii I I I od concepts and cont est imates con!111, aII 
sidercI v ,,' hect tr'meit with CAEM. 

Rec omi (, l ( t 1 ,rn No. I 

USAID/(Suit ,m,,',I;hu Id require 6EXIIRONT to prepare cash 
flow oJc iri !;tatementr quarterly in conjunctlcn with 
the r et i t c ariA d. .;bur,,.(nent i; budqjet 
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Recommendation No. 2:
 

USAID/Guat:ernaia should require GEXPRONT to determine how 
it proposes tc, furnish ita required counterpart contribu
tions to t: he., project. 

Recommen(d t i 01o) No. "3: 

USAID/Guijtenmvt[,ashould require GEXPRONT to prepare its 
finan.;i1 :ta t:menit.s on a timely basis. 

Managjeme-nt C apzih .i 11 ty 

Recommenida I No.!on I
 

USAID/Guatemala should require GEXPRONT's Board of Direc
tors to take immediate action to fill the administrative 
manager pi t ion. 

Recommen dati tt ,. 'onI i 

USAI D,'Gui, t rni I hould require GEXPRONT to contract addi
tional irso ne to fi.1 ! th - poritions of assistant ac
countarit and 1i i tn (I I departmerit direc. Jr. GEXPRONT 
should seq req.e t n 1nrt .iot ,. that are not: compatible
with as son t ino a i.3vit e, and real.1ocate t'-ose to the ad
minitrl, I.i1 i Ml. 

Internal Cont ro . 

Recomme-nda t:iion No. I 

USAIDiGuatemala should recommend that GEXPRONT maintain
 
adequate Insurance coverage over its assets.
 

Recoinmerdat.ion No. 2: 

USAIi)/Guateral: ;hou ld require GEXPRONT to establish pro
cedure , tha wo u.1 d assure that hank reconc ii at ions are 
reviewed h7 ,; m~ 'one ird1peident of the preparer, arid that 
segre,' iti f 1 11tot .Irii n)I , t r er(Ioqardini issuance of 
cheh'... a CsI,, ipts-',itte it of e andlf pr', T'.parat i011 of bank 
racol i .JI , f r) SA hP ,n:.-; j.iin . - it 't I' iI, i t (11 t rc) 

Recomrner) 1* ifn) No. :3: 

USAAI)/Giiat emala should requAr, GEXI'RONT to take toaction 
implement iccounting manuals and written procedures. 
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Recommendation _No.. _4: 

USAID/Guatemala should require 
 GEXPRONT to establish
 
n.unquate internal control procedures to minimize the risks 
to which the data stored ii the computer are subjected and 
to document and implement these procedures as part of the 
computer equipment InstI lilt:ion. 

Coqplin (e i t:h Agqreement Terms and Ap.licalbe Laws and 
Findi -gq iReguIa c ion":__ 

Recommend I Inu No. 1 

USAIDU no manaa 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 ( toice in accordance withi the perti n e n.t leg isla
tion. 

Recommendation No. 2: 

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

Recommenidat ion No. 3: 

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