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MEMORANDUM FOR: D/USAID/Guatemala, An thony Caucito ucci
 

FROM RIG/,/T, Coi H N. GoK-haI,,Jr.
 

SJIJIE( Audit. Ppolt No. 
1-520-87-01-N, "Non-Federal Pro-Award
Survey oF Lil Iieg,rated Acjuacoil Lure Extensi on Project
with INh Coo) rai Li ve for Ame r ictn Relie f Eve rywhore
(Gua tprial1)" 

This repOrL preSentS Lhe r(siIIts o[ a non-Fcderal pre-await su rvey that
 your Mission re,,uest ed of the inte2,atei ACLuaclIt tttie Ext enHS) O Poject
with the CooperaLVv K American Relief 
I'n 

Everyvdero i Guatemala((:AIE/ ii t ema Ja) . Thu cmrt if i ed pub ic account ili f i -l of Peat , Ma rwick,MIi tchel I CIi!pan' (Peat Marwiick) in (W;iatemalla p repared the report which
 
is dated laniuitw 14, 197. 

l, purposf . o Lii p% --aw d sirvey.. was i detefldl no if([1 CARIi(:i tie,Ia Inn sul i _nadii H st rat i.e ability and span ofLun{rol LO ;dmirnister thel .jCOJ, ('!) the prolos.I estimated direct and 
iircl cost., are based On1 a.,vailable, ip-to-date, C(,liplete a.id accurateinifOluiat.1 Wi pri, es and iIN eCL only costs which aie acceptabie and 

HCn eSS< i" to carrt, out. Hle woik, (3) (:AIAE/GlT, lCaIe,,li is fif n lli:ia .ly
.apabLo of 
 ca Ii)ry i ril WU ii piropn.e l anlosdwork, ('1) CAREI'GCua te-mala' sacOUn.Li n 

a 
lstst ]s s"if ici.vt capacity to p rcess the j)rject's-CcOunLLi rig data ;criNte IV and Owla Iliternal Coltrnl s ,o arloquate tor
 

goV(ernlifmnt ,-(c.c111 ing
 

I n t heop i i(i1- of Peat, MIarwick, ,iIt.Ih, & Compan), CAREf/Gua toala: 

-= h-s sutfificient adm i nistrative ability arid span of c ontrol t.o
adiiiiii ster the project, 

has not adeqtately suipported it s proposed costs for the sec ond 
and Ihird years of the project, 

- - is finaincially c apable of carryi ng out Ile prop osed work, and 

- h- an aceuOit ng s stei w.Has h ich has . ic i t capacity t.o process the project:'s accounting data accuratelv arid internal 
Colintrols adoequale Lo acc 
rinltor Al) funds.
 

The Peat Mirwi, k rpoiO cOM a Is L'40 
 rec olnlitio 1n. to tip roveCARE/Guaterialia's admii nist rati ve ability, (tie ,oc'cotiiife'datLi to better
support. its cosI. pr'p.osal , one recn'iendalton to i nip noVye its F i nanc ial
capability, and 
 s ven recomimend at ions to imInprove internalits controls. 

http:acOUn.Li


Altholigh the report contains 1. findings, CA'.E/Guateiiala corrected three
findings when notif:ieat of the prollems; so this report only contains 11
recommiltend ations for .htie area S not. y(eocorrected. 

ie Il'I i ve t hat t he rec olliend,tat ion s contai ned in this report willsig nit icant l imiprove CARE/Guatvumala's pe rformance on tiIis project. As arsulL, the Vol lowinX recolmendation wi 1l he incltule! in the OIG's audit
 rec (iloII[RatIi ontoh F1 lw-) System.1 I-i) 

{
oa ir' iJ NoNo I 

USA I)/Guaema :i o tai n Fran (AREi/Guatemala evidence to demonstrate that 
it has implmvenLed the reconiialiedations in the Peat Marwick audit report. 
Please advise this oftice withif. thirty days of the actions planned or

taken to implemelt thi s recomlne ndat ion. 

- z 



VRE-AWARD SURVEY OF THE INTEGRATEI) AQUACULTURE 

EXTENSION PROJECT WITH CARE/GUATEMALA 

USAID/GUATEHAIA PROJECT No. 520-0351 



PRE-A\'WARD SURVEY OF THE INTEGRATEI) AQUACULTURE 
EXTENSION PROIECT WITl CARE/GUATEMALA
 
USAlD/GIATEHAIA PROJECT NO. 520-0351
 

TABLE OF CONTENTS
 

Page 

Transmittal Letter and Summary
 

Managemert Capabilities 
Auditor's Opinion

Find ings 


2 

Proposed Costs
 
Auditor's Opinion 

7Statement of Proposed Costs 

Notes to Statements of Proposed Costs 

8
 
9
Findings 

11
 

Financial Capabilities
Auditor's Opinion 

12Findings 

13
 

Internal Controls
 
Auditor's Opinion 


14
Find ings 

16
 



January 14, 1987
 

Mr. Coinage N. Cothard 
Regional Inspector General for Audit 
U.S. Agency for International )evelopment
 
Tegucigalpa, Ionduras, C. A.
 

)ear Mr. (;oLard: 

Tlhij report presents the results of our pre-award survey audit of theIntegrated Aquaculture Extension Project (No. 520-0351) with theCooperative for American Relief Everywhere Guatemalain (CARE/GUATE-
MALA). 

BACKGROU NI) 

The Agency for International l)cvelopment (All)) proposes to make a grantof US$500,000 to the Cooperative 
thefor American Relief Everywhere forIntegrated Aquaculture Extension Project, an expansion of the Fish Pond 

Project. 

The Fish Pond Project has been active since 1982, establishing almost500 fa-mily fish ponds, mainly in the Eastern region departments ofZacapa and Chi quimu I a. theThrough project CARE has given materialsequipment and training smallto farmers interested in improving theirdiet and income genteration through the consumption and sale of freshfish. Although fish culture entirely newwas an idea, farmers acceptedthe concept, and the high demand and price paid in rural areas for freshfish de'mons trates the pr ject'; viability. This original project formedthe base of aquaculture in the communities upon which the extensionproject will be built. The extension is the logical outgrowth of theoriginal and would not 1)e pos,;ible if firstthat project had notdemonstrated such success in pond proriotion and construction. 

The extension has the additioMl objective of transferring responafbili­ty for project management to (GeneralI)IGESEPE Directorate of AnimalHusbandry) and to the communi ties so CAREthat participation can be
phased out over a three year period. Upon conpletionaquaculture woul be piart of normal 

of the project,
governrwtnt extension serviceactivitLies. In order to achieve this co,,soldation, the project willfocus on the organization of producers into associations, training ofI)IGE'SEPE technicians as aquaculture extensionists, And integrationfamily pond, The project will 

of 
be expanded to serve approxiuately fortycommunities in Regions 1, Ii, V, VI, and VII, and three additionalcommunities in Region VII, where the project originated. These regions 

:1
 



plaDA Marwk 

include tile llighland, Northern Transversal 
areas of the country, 

Strip, Eastern, and Verapazand will encompass aproximately 9,000 benefi­
ciaries.
 

Expansion of the program requires additionaltechnically qualified trained local promoters,1)1(:ES;EP; aquaculture extensionsupervisors, agents5 andrenovaLion arnd upgrading of the existing fisheryand their managelent , stationsprovision of t chnica1expeIrimnt at ion, equipment for basic:aiLer Ial ; or familytrans orrtation for 
pond con'st ruct ion, andfield personne l. 

to A m.jor project componentest ablist will bethe infrastructure of Lrained peronnel]functional needed foraquaculture aext ens;ion service. 1)I(,ESEIKPI. personreltrained under to bethis pirog'rami would include
statiop field extensionist,t , fishanagr , regional superv i sors , arid centralcoord inators . level projectThe proj ect wi 1 1 al so form produce r assoc iat I onscommuniLies in somewhen pus;; ib Ie . Once tie producerestablished, associ at ionsdirect areCARE sut)port for the purchaseand equipment of project materialscould be phased out. An effectivelya ssoc i at ion couId fun. t. i oling1( nai/e a rcvo lv i ig uiund p rov idi picredit I a rme rs acces swith which too e;Lsabli sh , diversify, or expand theirassociationis ponds. Thewould also serve to improve producers' income throughprin hasing ouf conn,,iL i bulk.iesand improved conner alia::atLion of fi;h. 

The orgain izat ioniI s; rite ture of CARE/GUATI 'MAIADirector, i,; composed ofwho is in chalre of athe Mission in Guatemala,and seven project heads. five advisorsThe five advisors coverand he: Ilth, the areas of nutritionproject coordination, comptrollership,assistance administrativeand computing. Three of the advisor;functions also carry out specificin the organi:,,t ion. Project Coordinatorthe Aquaculture 
The 

is tie head ofand Urbanii Food for Work t' rojects; theresponsible Comptrollerfor all matLers related is 
to financeAdministrative and inventories; and theAssistauit Is responsible for the administrationcommunication andbetween CARE/UATEMAIA and other related institutions(CARE/NEW YORK and CARE/CANAIDA).
 

The project head; 
 have responsibility
project, for all personnel dedicated tofor example, athe project assistants
There are and the field supervisors.differences in the personnel st ruc tu resproject: depending uf the variouson the size of the projectpresent, and its requirements. AtCARE/GUATI.MAI,A adminisLers nine projectsdifferent project heads.- Tis 

assigned among thestructure
responsilbilities makes it pos;sible to assign newto the project heads without changingorganization the presentby adding personnel to specific projects. 

AUDIT OBJECTIVES AND SCOPE 

The objectives of our review were to determine whether: 

ii 



R Peat,Marwick.
 

1. CARE/GUATMIALA 
has sufficient administrative ability and control

capacity to administer the project, considering the present andfuture work load of 
the project itself, personnel levels and past
 
performance.
 

2. The proposed estimated 
direct and indirect costs are based 
 on
available up-to-date completc and accurate Information on pricesand reflect only costs which 
are acceptable and necessary 
to carry
 
out the work.
 

3. The prospective recipient' s accounting sysC tem has sufficient
capacity to process 
the contract accounting data accurately andthat internal accounting controls are adequate for government
 
account ing.
 

4. The prospective recipient is financially capable of 
carrying out
 
the proposed work.
 

The scope of the work consisted of:
 

I. Analyzing the prospective recipient's ability to carry out the 
project efficiently.
 

2. 
 Analyzing the propo;ed costs for the Integrated Aquaculture
 
Extension Project. 

3. Reviewing the prospective recipient' 
s systems of accounting, record
keeping, internal control, administrative control and policies for 
the management of funds.
 

4. Analyzing the prospective recipient's financial capacity 
 for
 
carrying out the proposed work.
 

5. Performing other audit steps 
 necessary to accomplish survey
 
objectives.
 

6. 
 Discussing the results with RIG/A/T and appropriate USAIl)/Guatemala

officials and obtaining 
additional informatio"L concerning the
project .: programs for incorporation into an audit report as 
appropriate.
 

Our Audit was performed in accordance with generally accepted auditingstandards and the U. S. Comptroller General's "Standaids for AuditGovernmental Organizations, Programs, 
of 

Activities, and Functions" (1981 
Revision).
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RESULTS OF AUI)IT 

l. Management Capabilities 

As a resul t of the audit, we concluded that CARE/GUATEMALA hassufficient administrative ability and control to administer the project
considering the present and projected work load, staffing levels andpast performance, even though the organization had been considerably
short of it ; established goals for prior years. Planning for project
goals :;hould be revised to be as realistic as possible.
 

2. Proposed Costs
 

As a result of our review, we were unable to express an opinion on theproposed costs because CARE/GUATEMALA had no support for its proposed
costs for 
FY's 1988 and 1989. Therefore, our examination was limited in scope to only the proposed costs for 1987.FY F'or the examined costs,
we determined thit the budget for materials, instruments and equipment
should be revised because it did not adequately contemplate the price
increases that those product.s might undergo during the performance 
period. 

3. Financial Capability 

We determined that CARE/GUATEMALA has sufficient financial capability to
meet the expenditures required for the execution of the project until
reimbursed by AID. CARE/GUATEMALA has not 
implemented controls over the
collectioa of counterpart contributions required by the agreement, butit has the financial support of CARE/NEW YORK and CARE/CANADA, who 
periodically send remittances to 
cover 
its general expenditures.
 

4. Internal Control 

According to our study and evaluation of the accounting and internalcontrol system, 
we determined that CARE/GUATEMALA has a plan for
organization and sufficient procedures 
which enables it to protect its
 assets, 
verify the accurancy and reliability of the accounting data,

promote the efficiency of operations and comply with the policies
est'abli shed by management. 

Weaknesses in the system requiring correction included the lack of a
separate bank account for the project, which would be necessary ifUSAID/ Guatemala advances funds to CARE, and untimely requests for 
reimbursement of expenses from AID. 

iv 
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Management Comments 

Based upo.a a review of 
our draft report, USAID/Guatemala and CARE/GUATE-
MALA provided us with their comments on the draft report on December 8,1986. They were generally in agreement with the draft report althoughthey suggested some changes which have been incorporated in this report. 

V 



TlE INTEGRATED AQUACULTURE 

EXTENSION PROJECT WITH CARE/GUATEMALA 

REPORT ON MANAGEME'NT CAPABIIITIES 

AUDITOR'S OPINION 

We have examined the administrative abilityCARE/GUATEFALA, and control measuresconsidering ofthe present and planned work load, levels ofperscnnel and past performance. The study was madethe "Standards in accordance withfor Audit of Governmerptal Organizations,Activities Programs,and Functions" (1981 Revision) and with guidelines specified
by All). 

We determined that CARE/GUIATEI.'MA1A had establishedin new working positionsorder to reach its projected goals. Withpersonnel, they "-egard to the level ofhad the structure necessaryaccounting system 
to develop the project. Thewas adequate and accounting policies wereccnsi stently. Support applieddocumentation 

authorized for expenditures wasand information dulywas appropriately enteredsystem into the accountingfor processing and distributing to the differentby CARE/GUATEMALA. projects managedThe organization's fund management policies wereadequate.
 

As mentioned in Finding No. 1, CARE/GUATEMAI1A
established for 

did not fulfill, the goalsthe number of ponds whichconstructed. would be rehabilitatedCARE only reached 70% of its 
and 

goals in 1984, 75% in 1985and 58% in 1986. 

In our opinion, except for not fullfullinp. thementioned above, established goals asCARIE/GUATI.ALA hIsS the necessaryadministrative managementresources andto administer the proposed grant bethe lntegrateed Aquaculture to used forExtension Proj ect, and no additionalassistance to its administration is necessary. 

October 28, 
1986
 



TIE INTEGRATE) AQUACULTURE 

EXTENSION PROJ EC;T Wi'I'll CAE -/CATE I'AL A 

REPORT ON MA"GEMENT CA'ABILITI ES 

1. Poor Planning for the Number of Ponds to be Built and Rehabilitated
 

Condition:
 

The budgoted number of 
 ponds to builtbe or rehabilitated was not met. 

1984 
 1985 
 1986
PONDS ACTUAL PILANNED % ACTUAL PANNiI) 7 ACTUAL PLANNED % 

Built W7 ?5 70 99 180 55 122 214 57Rehabilitated 70 46 152 66 110 60 

TOTAL 157 225 70 169 226 75 188 324 58 

Accomplishments were well below what was planned. The project built orrehabilitated 157 ponds or 70 percent of the planned 225 ponds for 1984,169 ponds or 75 percent of the planned 226 ponds for 1985, and onlyponds or 58 percent of the planned 324 ponds for 1986. 
188
 

Criterion:
 

Planning for the number of ponds 
 to be rehabilitated and built should beas realistic as possible and, to a certain degree, conservative, so that
the proposed goals are achievable. Goals 
 should be formally revisedwhen circumstances alter the liKCelihood of accomplishment. 

Cause:
 

Planning may have been 
 too optimistic making the achievement of goalspossible only in very favorable circumstances, and the goals were notformally revised and approved by USAI )/GUATEMALA. 

Effect:
 

Fatablished goals for the number o, ponds to be built and rehabilitated 
were not reliable targets for the extension workers to follow. 

2 



THE INTEGRATED AQUACULITURE 

EXTENSION PROJECT WITH CARE/GUATEMALA 

REPORT ON MANAG EMENT CAPAIBILITIES 

Recommendat ion:
 

CARI'(E/;UATEMAI.A should establish the most realistic goals 
 possible forthe project, formally revise them as circumstances require, and obtain
formal approval from USAID/GUATEMALA for any goal revisions. 



THE IN''EGRAT ED AQUACU LTURE 

EXTENSION PROJECT WITH CARE/GUATrMHALA
 

REPORT ON MANAGEMENT CAPABILITIES
 

2. Timeliness of Monthly Reports
 

Condition:
 

Some project sites did not deliver their monthly reports on time.of July 21 , 1986, 132 monthly reports should have been delivered but
As 

only 92 had been received (30% short). The period covered was fromJanuary to June 1986. Some reports had not ,een delivered since
 
January.
 

Criterion: 

The monthly report is a report to control the performance of each siteand must be prepared on time and sent without delay. The extensionworkers are under obligation to send this report monthly from each of
the sites. 
 This report contains information on:
 

Ponds built or rehabilitated,
 
Fish harvested,
 
Stock supplied,
 
Monthly samples, and
 
Demonstratiens 
 or courses. 

Cause:
 

According to CARE/GUATEMALA, this problem resulted when the reports were
lost in the mail and that their information system is 
now current.
 

Effect:
 

If monthly reports are not received on time, it is not possible toaccurately monitor the progress of project,the especially when thereports are thanmore three months late. Therefore, statistics on theachievement of planned goals were not accurate and could not be used as 
a reliable measure 
of project success.
 

4
 



THE INTEGRATED AQUACULTURE 

EXTENSION PROJECT WITH! CARE/GUATE'ALA 

REPORT ON MANAGEMENT CAPABILITIES 

Recommendat ion:
 

This problem appears to 
 be an exception to CARE's normal reporting
practices.
 

We have included this finding only to acknowledge a problem that wefound during the audit. Since it is an exception and has been
corrected, we do not include a recommendation on it. 



THE INTEGRATED AQUACULTURE 

EXTENSION PROJECT W1TI CARE /CUATEMALA 

REPORT ON MANAGEMENT CAPABILITIES 

3. Timeliness Preparing Reportsin Sent to New York 

Condition: 

The Pla.n-ing, Implementation and Evaluation
prepared for each of 

Reports (P.I.E. Reports)the projects were not being sent to CARE/NEW YORK on a timely basis.
 

Criterion: 

Every four months, Planning, Implementation and Evaluation(P.1 .E. Reports) Reportsshould he prepared for each of the projects and sent toCARE/-W YORKreports to determine project's progress. Theare to be prepared are indicated dates on which thesein the operations manual.documents Thesemust be prepared and sent on time in order to have theinformation available for mLking necessary decisions. 

Cause:
 

CARE/GUATEMALA did not follow its procedures for the submission of thesereports to NEW YORK in a timely manner. 

Effect:
 

When needed documents and information were not obtained on time, therewas a risk of making the wrong decisions.
 

Reconmmendat ion: 

A program should be prepared requiring reports to be sent to New York on

time.
 



TIlE INTE{;RATEI) AQUACUITURE 

EXTENSTON PROJECT WI'H CAR E/ CUATEMALA 

REPORT ON PROPOSE) COSTS 

AUDI TOR' S Ol'i NI ON 

We have examined the Proposed Costs of the Integrated Aquaculture Exten­sion Project presented by CARE/GUATEMALA to the Agency for International
Development (A.1.D.). Our examination only included the period from
July 1, 1986 Io June 30, 1987 (FY 1987), because CARE/GUATEIMALA had nosupport foi t s proposed coSts for FY's 1988 1989and as discussed infinding No. 1. Our st:udy was carried out according to the "Standards
for Au.dit of Gove rnmUn ta I Organizations, Programs, Activities, andFunction:;" (1981 Revi ;ion) and with guidelines specified by A.I.1). 

The proposed costs were prepa red mainly on the basi, of the experience
of the CARE/GUATEMALA employee in charge of carrying out other similar
 
projects. The wages, 
 sal ar ies, and social benefits budget includedcosts for all personnel directly or indirectly participating in the
execut.i', of the project. For example, the budget included 61% of
salary of tl,e Project Head on the 

the 
basis of the time devoted to theproject, 33% in fringe benefit,,; for international personnel, and 30% in

fringe benefits for participating national personnel. 

As a reuIl t of our study, we determined that the proposed costs formaterials , instruments and equipment used in the manufacture and 
ma iut enlce of poinld; shoul d be revised because it did not adequatelycontemplate the price increases that those products might undergo during
the performance period, since the proposed costs of those products werebased on the last months' purchase price plus only a 10% increment. 

CARE/GUATEMALA, as mentioned in the first paragraph, ld supportno for
how it,; propo;ed costs were determined for 1988 and 1989. This made Iiimpossible to apply the procedures to satisfy the reasonableness of the 
proposed costs. Therefore, since we were unable to apply adequateprocedures with regard to those costs, the scope of our work was notsufficient to enable us to express, and we do not express an opinion on 
the mentioned proposed costs. 

October 28, 1986
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TlE INTEGRATEtI) AQIiACUITURE 

EXTENS ION PROJrw WITHI CAR: /;tUATI'VALA 

NOTES T( 1 St'ATIIFINT OF PROP(OSL 'l)(C)SIS 

1. 	 Materials aind l .Lpmun
 

The 	 MaLTials, equipment and 	 instruments included in the budget arethose con.; idered necessary for tle 	 maintenan ce, rehabilitation andbuiilding of f i<sh ponds. The projections made for the quantity of
iaterial s to be11usd wer ised, principally, oi the projected goal oi

building 700 pond; 
it- I ; sqt tire me t ci!; cacIui d uring, the nx,:: three 
years. At prusnt there is; ir, ;lver gue,cti for r tuildiiI', a pond of this

siz/e as ; va ries5t ;d tpndiig on m;aiy Iartow
ccs.L s ., itc h as I tsa ion 01o ilepond, ut i l iz a i I :lgrt Ulra I1:1 ear i i .s, e', I nf mte i a I e;, t'ype Of
 
terrain, ~ue.
 

Regalidinl thu c'oest irlndget d !or i itcr inlIs, equipmct and inustruments,
thie 	 budi-t x ion tireter for pilev lois 'geair plus I0/ was Itsed. This
2stiIatecw: c(oinrvativ, taking .into account tihe price increases which 

have orciir lI Ill (nU enliaal . 

lC'rSOIInC I and 	 ) rt. i0li,­

a) 	 Wa,_ s ai,indSa la ie-s
 

Wage and n;ll:;1ic.a were budgeted 
 for all personnel directly
and indirectly part.icipating in tie i:iplemenrtataiollaid execu­
tion of tie proj el, including fringe blenefits of 33% for 
internatonal t.pers;orrvl and 	 A0, fur nationinl .ursuntell
A
housinsIrg sublsi dy orf jut e nr t iiaional personl I' of I(Z wi a lso 
inc.ludud ill Itu i dglut . 

b) 	 Vehicle aintenancr ,aind P.,,) ir,;
 

Vehicle alintenaluri ;and repa ir 
 (:sts budgeted are for veiicles 
owned 1 1)by 	 1 (;I.,I'.. CAt;/GI AI., 1,A con i 	 e red it more
convenienlrt to iail 21111 thoe veih lu 1iengood coindition rather 
than buy new ours, con;idering prreart costs.
 

3. I ndirec I (> ;L , 

Indirect costs are 	budgeted at 10.34% 
of direct costs (materials and 

9
 



THlE ITEG'IIKRATED A(,UACUETURiIR 

EXTENS ION PROJIKCT WITH1 CARE/{;IAT IMALA 

Ni'OTES T TATIE1!;'IS OF t',OPOSEI) COSTS
 

-{lui.)ip t'lt, pIvrsonnvIl andi {opcrat iois. and tr;tining cosnts) ,1 r a negotiatedindirect cost rate i gItec nt between (AII /INW yRtb and AII)/WA;IHIIN(;'I'ON.Direct cost; to wh i cli thel te w:e,<app I i (d in the proptm ';3ed cost budgetare described in oiits. I nd 2, 1{spcrt ive Iy , for ia t er i 71 s andeqnip:lC nt and p1cino ,I audJ ppe iat ion. h'hin an, ieci nt betwelen CAI.I,/NE.;YOIRK an( hi/VA!;tII l'i :t tat ttL:it dii c t tct t.o whichi tin- indirect
co.',t r t I t, 1;c !ltli .! ', l-Inull c, l dc tle . v ilute ofI ag icUlturncIoill dit 'tv , in-kind ,Ii t i n.,5,anii,.:.{t'Liii cosn;t.oilhi 1rt, git t 

4. Ia I:ind (col i t h=!_i 

Ihis it "::; i laii uip of t{'ntrlt vtiu('11 be miiad.to liv 1II;ESIEPE and thePvac ('orl{ p , (tni!;,tin), oI t ct lliIcOiil I and support for theexecut ion 
 of the li ect. TVe persolnnel are lasicalIy suipervisor,;
oxt eii,; in li , pO Lt'tt' i t echni{calla and;:i spec'{iaI ie ts. The a otllOulshown on t.Lh,lina, iail plan is in accordance with the agree:ents reachedbetwuen CAI/{;IAlI.AI.A alind the other two ilst itutions. 
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TilE INTE(;RAT ) AQIUA:1LT.YI. 

EXTENSION PROJECT 'lWIH CARE/(;lATEMAI.A 

REPORT ON PROPOSED COSTS 

1. Insufficient Cost Siuport lot t 

Condition:
 

Althou gh CAKI/(;ATtEMAI.A 
 has support for its 1987 cost proposal, it does
not have support for 
it.s proposed cost s for FY's 1988 and 1989.
 

Criter io:
 

All) regulat ions require that proposed
reasonahIntluns (ani 

costs .1oul d be reasonable andonly he determined with adequate cost support.
 

Cause:
 

CARE/(;IATEALA thought that a detailed budget for1987) would be sufficient and that 
t:he first year (FY

Its proposed costs 
for FY's 1088 and
1989 could he 
more general estimale;. 

Effect: 

The proposed costs for FY's 
1988 and 1989 may not be reasonable.
 

Recommndat ion: 

CARE/(t'ATtMAIA should provide AID 
with budgetary support 
 for its
proposed costs 
for FY's 1988 and 
1989.
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TiHl.EIN''IE RAT'I'I,)AQlIACH ''IiiIRIK: 

EXTENSION PROJECT WITH CARIE/GUATEI-EALA 

REIIIRT ON 1I NANC I ACPAAIB I1.1 I's 

API) ITOR ' ,SO)PI hNIONl 

we have evaluated the fiinancial capab ilitie,< of CARE/GlIATtAILA to carryout the l)ropo;ed work for t li, ll)lrox i ;lt two 1rontih p)eiod recquird 1byAll) o r- Till' urne(Cn(l1t of thIC t-eY,lvl;tC ; wI i (:lI thlie 1itug'i;L d AquacltLureExt-, ion roject will illct- dll-ill the pe1riod flr()Il 1,July 1986 to June3(, l;11t ,lo- 'va I nait ed whet her ( Alt!./(V, I A A,A' ha< had allys• n i I i caInt. r odUtI ion t-l ngin i 1118! fi d. in I pre-e i01!; tIllCCree-ye Lr 
1)C I-i IIC. ;tIIIIv '. 11:<1dL' in 'l'C01-&d lick2 W.i thof Inrietl ,iI (1 i,iiimt i eri 

t lie "SS lt lards for AuditPr-,o'e a.i,otla-, Act iv it i es , nilld t ,ionS
(198 1 PC v i.ii ,n). 

As lwnt i oied in "ilid ing Io. I , (ARI/GITAT'I AI.A hsi not imp1 ieniLd
Conit ls ever I lie .(t I I cet i ln oif cotUn t erpart
the 

cont r i butio n estab lished byIr e, .I-ellieit (AIl,I'/I(X ,12-!I.A depend<( nc Ion tile f i ,l support ofI.ARl;/N* : YORK and (,Al :/CA IADl)thich il low C.,A'ii/(;IA3''.lAlA to cover tihe 
e>peli,.c needed I or tle 1 r- tt . 

in ou I p i ,i 'll , e.:.:cept 1!; i nd ii tedt 
 aib)ovc, CAPtIRI/(GI; ATI'I-IALAf inl;ilc i ;Ii ca l1) i I it 
has thfe

i s Ile .n;n;;iry to ab;h1i orb t t exp1e)n ofIlntepi'rit 'd Aqiacu till i 
the 

1:.:t c ioil Pro jcct Umit iI A I) reimnbnr;e; those 
C-X pence 5l'.; 

October 28, 1986
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TIIE INTEGRA'IE) AQUACH!,:URE 

EXTENSION PROJECT WITI! CARE/GUAT!.M1ALA 

RE.PORT ON I'! NANCIAI, CAPABIIITIES 

L, Lack of Budgetar, Control
 

Condit ion:
 

Due to the institntion's ab ility to its
have liquidity problems solvedby CAIl/NHI:V Y01,K and CAL/CANADA, st rict controls had not been
impl enmvted in the pla!'ning of expenses and collections 
for counterpart
 
Cont r ibut ions. 

Cri tri n:
 

The agreement provides 
 or count-erpart contributions by I)I.GESEPE and the
Peace Corps. Proper planning of expenses 
 and collections
counterpart contributions are part of 
for 

good project management.
 

Cause:
 

The institution depended on the financial support of CARE/NEW YORK andCARE/CANAI)A to 
cover 
its expenses, if necessary.
 

EffecLt: 

CAREN/UATMIAIA was not in compliance with regard to collections of counterpart contributions.
 

Recom oI a tion: 

CAREQ/(;UA'T'1.jAIA shou Id implement controls 
 over the collectioncounterrpart co tLribut ions. of
Fund flow procedures should be implementedthat a e as realistic as poss55ible. Each project head should report the
adva nre of funds required 
for the following month.
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THE I NTEGRAT'lED AQIJACUITIIRE 

EXTENSI ON 'ItOJ ECT WI TtH CARE/GUATEMALA 

REPORT ON I NTERNAIL CONTROLS 

AII O'1,0R'S I N ION 

We have performed a study and evaluation of the accounting and internalcontrol svstem of CARE/(IUATEAI,A whi-ch was in effect at September 30,1986. Our surv v inchided an evalunation of all controls which are afunct ion tol ICCOuntiln including bank accounts, cash receipts, cashpaymtent :, 
ca,;h ol haiid, llOV.eilt of inventories, purchlse cycle,,,acCc(il2t ,; patvafb Ie , g Ierl orga izat ion, geilera I ac countL in gl,, an1d cIect roi dtta proce,;srig Our study and evalunat ion was carried out 11n
'Iaccordatl , wit I I eriI rally Iccepted aIditin , ta;d;i rdat n dl the "1Standards 
for Aud it f tov, rimcit ;i I (irgai :.ati ons, Pr( -:lms , Act ivities and
lu1 ti on.' (i 'i I "uv2i .,i01) The' Hanagellien1t I CARE/GUATEMAlA 
rep 
 fI e< tit,1 or i ir;ling and malintaining 

is 
an accoun ting and 
in t era IcentreoII v terl. 
 coply with thi 
s repon; i i.Iity , it i ; necessary thatManmgement IIll.t cert.Lai iippe ra i saI s and j udgemen ts t o eva at Leant iC ipat 'i beit co.stS1; related with 

uthe('d Imd the colt rol procedures. Theob~jcot ive01 a .;y.; terucl i nvov\e Mallnagemlelt having a reasonable, but notab Solutt, C' it iin t y thatl aesctS ilY' pro)tected against [1osses resiIt ingfrom 1nauthor ized u;e or (Ii;pos:lI, tlhat t ralisact.i ons are executed inaccordance wi t Maiiil',,.ict
Ith atlnir izat i( ,,; ld that tralnsactioll; art,correctly recorded to perm1it the prcpirat ioil of the f inan11c il1statL elcqt N Ci ccordallce with 1enerl1y acce)ted accounting principles.We detertniune(1 that ianageiciit li:,l estal i.shed an adequate syfstum for the 
abovet u t. ionvl od punrlt( s 

Due to 
inherint liiitations 
in aily given accoulntin, and interlriil cont rol
system, er rors nl(1 i rr,ul i t ieut; that cannot. be detected may occur.Also, the pro.jecti(ion of any evatluiltion ,f the sys;tem to future period,;Is subject to the ri:rkt that the procedurescan'II become inadequate (1le tochange; 
in condit ionLs, or that the degree of performance of procedures 
may deteriorate. 

As described in finding No. I , CARtE (;/GUATEIMALA did not have a separate
bank account for the project. This is necessary if AlM advances projectfunds to CARE. As de,;cribed in finding No. 2. CARE/GUATEMALA didhave an adequate system 
not 

for requesting reimnbursenients for expendi tures 
from All) in a timely manner. 
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r Feat, Marwick 

TIlE IN I,(;RATIEI AQUACUJT1'uI 

EXTENSION PROJECT WITH CAREI/GUATEMALA 

REPORT ON INTERNAL NONTROLS 

In our opinion, eXCepz as indicated ;Phove, tihe accounting and internalcontrol system of CARE;/IATINMI .A in effect as of Septemberconsidered 30, 1986,as a wlole , was sufficient to
previously ful fill the objectivesstated 
 for the prevention or di scovery of errors orirregularities in amount:; that would be subs;t;ntiala in relation to the
financial statements. 

October 28, 1986
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TIHE 1N'EGRA'TE) AQUACULI'IIIE 

EXTENSI ON PRO.ECT WIITH CAIE /;IJA'TIIMALA 

RtEPORT ON I NTERNAL CONTROLS 

1 . No Separate Bank Account 
for the Project
 

Condition:
 

CARE/(;UA'i' IAIA did not have a 
 separate bank account for depositing theproject fund.l evn t houigh CARE was con.si(dIi.ing seeking anthis project. advance forThe project: reimibursements 
were deposited in 
its general

bank account. 

Cri Ltrion:
 

The project agremenl r.qil 
 see atel);llatebank account for better
control of projcect funds when AII) advances funds.
 

Cause: 

Because of CARE's rei.mburseennt system, i t had not been considered necessary to 
have a bank account 
for each project. 

Effec t: 

The fact that there was no separate monetary accountmade for the projectit difficult to immediately locate the expenses related to the 
project and control 
over project 
funds could be sacrificed.
 

Recommendati 
n: 

A separate bank account should h established for the projectdecides to seek AlI) 
if CARE 

advances 
for project funds.
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TilE I NTE(RATET) AQUACUITURE 

EXTENSION PROJIECT WITIH CARE/CUATIEMALA 

REPORT ON INTERNAL CONTR)LS] 

2. Reguests for Reimbur.sement of Ijpenditure; were Not Timely 

Condition: 

CARE/UATE.1A1A accumulated expelditure documents for threepreparing a reimbursement months before 
requo st to be tosent AID.
 

Criterion:
 

An expenditure 
 report slhould be sent to AID monthly orregardl ess of bimonthly,the amount being requested for reimbursemet. 

Cause: 

CARE/GUATEMAIA did not have a system where expendituresent documentsfrom the various project sites were 
to its central office on a timely

basis. 

Effect:
 

Some expenditure reimbursements 

considerable 

from AID were being received after
delay. The consequence could be that CARE/GUATEHIALA mightnot have enough funds to meet project expenses. 

Recommenda t ion: 

CARE/GUATEMA1,A should establish a 
requests policy of preparing reimbursemen:to be sent to AID no later than ten days following the end ofeach month. 
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THE INTEGRATED AQUACULTURE 

EXTENSION PROJECT WITH CARE/GUATEMALA 

REPORT ON INTERNAL CONTROLS 

3. Lack of Fidelity Bond 

Condition:
 

CARE/(;uATEMAIA personnel hired in Guatemala 
 having the responsibility
for handling cash did 
not have a fidelity bond. 

Criter ion:
 

All personnel with the responsibility for handling cash 
 should have a 
fidelity bond. 

Cause:
 

CARE/GUATEHALA had not 
 deemed it necessary to create this fidelity bond. 

Effect:
 

In the case of theft, robbery or misuse of funds, CAREI/GUATEMALA would 
have no way of recovering the loss. 

Recommenda t i n: 

A fidelity bond should be contracted for all personnel responsible forhandling or having custody of cash, so that CARE/GUATEMALA can cover 
this type of risk.
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TIHE INTE RIATI) AQUACULTURE 

EXTENS ION PROJI ECT WI TH!CARE/{UATEMAIA 

REPORT ON I NTERNAL CONTROLS 

4. Lack of a Check Protector 

Condition:
 

CARE/GUATI\IALA 
 had no check protector. 

Criterion: 

Having a check protector is one aspect of good controls. 

Cause:
 

CARE/{UATEIALA had considered getting this typo of machine but has haddifficulties in obtaining one. 

Effect:
 

Alterations could be made on the value of checks. 

Recommendat ion: 

CARE/(UATE1.ALA should obtain a check protector as soon as possible toprotect itself against check alterations. 
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THE INTEGRATED AQUACULTURE 

EXTENSION PRlOECT WITH CARE/;UATEMALA 

REPORT ON INTERNAL CONTROLS 

5. Lack of Warehouse Entry Forms 

Condition: 

There was no separate receiving report being usedmaterials entering for recordingthe warehouse. The document used for this purposewas the purchase order.
 

Criterion:
 

For better control of materials entering 
 the warehouse,a specific there should beform to document and register receipt of materials. 

Cause:
 

CARE/GUATEMALA had not considered it necessary to have suchbecause the purchase order a form,
was used as an entry document. 

Effect:
 

When the information is entered into the computer, differencessince the purchase order may 
may occur 

not always agree with the amount ofmaterial actually received.
 

Recomimnenda t ion: 

A special form, which is sequentially numbered should be prepared forrecording all warehouse entries. 

The form should be used for recording entries
will for each project. Thisfacilitate registration on the kardex and in the computer. 

This form should include at least the following information:
 
- Receipt 
 date,
 
- Project name,
 
-
 Item description,
 
- Quantity of items, 
- Observations, and
 
-
 Warehouse keeper's signature.
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TIlE INTEGRATED AQUACUITURE 

EXTENSION PROJECT WITH CARE /GUATE'MALA 

REPORT ON I NTERNAL CONTROLS 

6. Expnditure Obli ations Were Not Checked Against Budget Avail­
abi[ity
 

Condition:
 

Project disbursements 
 or obligations 
were not 
 authorized against

budgeted funds available. 

Criteri on: 

Prior to making commitments to third parties, the system should promptlyshow whether a given project has funds budgeted for its use. 

Cause: 

The disbursement autthorization procedure related to the project was not
complied with. 

Effect:
 

There was the possibility of authorizing obligations that did not havebudgeted resources available.
 

Recommendation:
 

An 
 internal mechanism should be created through the Comptroller'sDepartment by which payments or obligations are not authorized withoutdetermining whether funds were available to cover expenses. 
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TIE 1ITEGRATEI) AQUAC(UJLTURE 

EXTENSION PROI ECT WIT11 CAREN/UATEMAILA 

REPO(RT ON INTERNA, CON'ROLS 

There Was No External7. Back-l ForComuter P oITL,! And l)ata Files 

Condition:
 

The magnetic devices (tapes 
 and diskettes) containingthe files and back-up forthe computer programs 
the 

were locatedfacilities in a deskA1 CARE/GUATIALA, at theand the last back up was performed in July
1986.
 

Criterion:
 

The back-up of the data 
 and systems must be anin externalas bankl. Wfe depo, it box) place (suchand must be constantly updated. 

Cause : 

There was no defined policy regarding the custody and updating of theback-up system.
 

Effec t:
 

If a disaster occurred, there would 
 be Increasedcomputer programs risk that the data andused by CARE/GUATEMA1A for managing the projects mightbe lost.
 

Recommendation: 

Subsequetu to our field work, CARE£/GUATfE.X 1.A started preparing back-upfiles which are stored at an external location so we are not providing arecommendation on this finding. 
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TIlE INTECRATE) AQUACUIITURE 

EXTENSI ON PROJECT WITlH CARE/GUATEAA 

REPORT ON INTERNA, CONTROLS 

8. Access To Computer Programs And Data Was Not Restricted 

Condition: 

Any unauthorized employee could operate the computer and access programsand data in the fMi-ed disk, and could have changed, removed or destroyed
vital information. 

Criterion: 

Acce.;s to computer information should be protected by establishing 
access keys and user identifications. 

Cause:
 

Policies restricting access to information contained in magnetic 
 storage
devices (disks) had not been established. 

Effect:
 

There was a risk that unauthorized personnel could modify or destroyinformation considered important for the technical and financial 
developmo..nt of the projects.
 

Recommendat Jin:
 

Subsequent to field work, 
 CARE/G!JATEMALA developedour a security accesssystem for their financial program weso are not including a recommen­
dation on this finding. 
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TIE 1NT I:(;IATEI) AQUtA ULIITUI :I 

EXTENSION PR(M'ICT* WITH'lCARIF/(;UATEMALA 

REP()RT ON I NTRI{N AL CONTROLS 

9. C1omuter Prram, and Irm'ro ChjTS Were Not Beinp I)ocumented 

Condition:
 

Computer 'rograns developed internally did havenot back-updocumentat ion and changes were carried out without documenting thL 
mod i i cat i ns. 

Crit er ioni: 

Couplit ci t'gr,11:n ; and program chIange;S should be documelt e( in1 order to
prevent thbe pe,:.:ibiiit,', of having to rely on the memories of the 
persons
who created( t110m. SvSt cm I'documentation enhances the understanding ofthe system and provides a base that new personnel can use. 

Cause: 

There was no policy for documenting new and existing computer programs.
 

Effect:
 

It was necessary 
to rely on employees 
that were familiar with the 
system
in order to under.st and it. The refore, there incwas eased risk ofhaving to ,ely on the knewIodge of persons that might not be available 
due to resignatioen "r di,cmissal. 

Recomnro Illt in: 

We recommncnl that exi.st ing computer programs be documented, and thatpol cits for documenting 
 future programs and modifications be
 
establ i sh ed. 
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I APPENDIX 


RliIpOwr DISTRI FUITION 
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IACiCA/ 
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1 
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1 

IG 

IU/I C 1 
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