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MEMORANDUM

TO: USAID/Guatemala Director, Anthony J. Cauterucci

FROM: RIG/A/T, Coinage N. Gothard Jr. M.‘_M

SUBJECT: Audit Report No. 1-520-89-50-N, "Audit of the Small
Farmer Diversification Systems Project Component with
the General Directorate for Agricultural Services"

This report presents the results of a non-Federal financial
audit requested by your Mission of the Small Farmer
Diversification Systems Project, USAID/Guatemala Project No.
520-0255, component implemented by the General Directorate for
Agricultural Services (Direccion General de Servicios Agricolas
- DIGESA). The audit covered the period from the start of
DIGESA's project operations on August 26, 1983 through June 30,
1987. It did not cover the remainder of the project period
which ended on March 31, 1989. The accounting firm Touche Ross
in Guatemala prepared the report which is dated Augqust 21, 1989.

The project's major goal is to strengthen the Guatemalan
agricultural sector's livestock and to stimulate small farm
diversification from basic grains to higher value diversified
crops of greater labor intensity. DIGESA was responsible for.
.activities involving the transfer of agricultural technology for..
- crop production. DIGESA received about US$89,230 in project:
funds during the audit period.

The purpose of this audit was to determine whether: (1) the fund
accountability statement for the project component implemented
by DIGESA fairly presents project receipts and disbursements for
the period with disclosure of questionable expenditures, if any,
(2) DIGESA's internal control system is adequate to manage the
project component's funds, and (3) DIGESA has complied with
agreement terms and applicable laws and requlations.




Touche Ross disclaimed expressing an opinion on the fund
accountability statement for the project component because the
funds received by DIGESA were not reconciled with those
disbursed by USAID/Guatemala and it was unable to apply
alternative procedures to assure itself as to the accountability
and use of the project's funds due to inadequate accounting
records. The auditors found that the accounting system had been
discontinued in 1986 &nd since then inadequate accounting
records have been kept. Additionally, they found that DIGESA
had not attempted to reconcile the funds it received with the
records of either USAID/Guatemala or the coordinating unit
established for the project and that it had not recorded
expenditures made by USAID/Guatemala directly on its behalf.
Also, they found that the Government of Guatemala's (GOG)
Ministry of Public Finances (MFP) commingled the funds received
from A.I.D. with the GOG's own funds and released funds to the
project component based upon the GOG budget which was not in
agreement with the A.I.D. reimbursements intended for the
project component. Touche Ross' study and evaluation of the
system of internal control over the project component revealed
weaknesses which, in its opinion, result in more than a
relatively low risk that errors or irregularities in amounts
that would be material in relation to the project component's
fund accountability statement may occur and not be detected
within a timely period. The findings in this area included
material control deficiencies over material purchases and
inventories, fixed assets, and vehicle use and fuel consumption.
Touche Ross disclaimed expressing an opinion on DIGESA's
compliance with agreement terms and applicable 1laws and
regulations. This was by virtue of the above mentioned
deficiencies plus the fact that required audits of the project
were not made.

The Touche Ross report contains 7 recommendations regarding
improvements needed in DIGESA's accountability for A.I.D. funds,
internal controls, and compliance with the agreement terms and
applicable laws and regulations. Although the project ended on
March 31, 1989, we note that USAID/Guatemala continues to work
with DIGESA on a similar follow-on project, the Highlands
Agricultural Development Project, USAID/Guatemala Project No.
520-0274 phase II. We believe that the conditions noted during
this audit will likely be applicable in this new project and
therefore, USAID/Guatemala should require implementation of all



the Touche Ross recommendations to the extent they would be
appropriate in settling matters related to the audited project
or useful in promoting better accountability over the new
project. In this regard, we consider those findings related to
the 1lack of accountability for A.I.D. funds and material
internal control deficiencies to be particularly significant.
Also, we believe that a final close-out audit is needed for the
project component since the audit found a lack of accountability
over A.I.D. funds and material internal control weaknesses.

We are making the following recommendations which will be
included in the Office of the Inspector General's audit
recommendation follow-up system.

Recommendation No. 1

We recommend that USAID/Guatemala determine whether the General
Directorate for Agricultural Services (DIGESA) has established
a proper accounting system to adequately account for A.I.D.
funds under the follow-on Highlands Agricultural Development
Project, USAID/Guatemala Project No. 520-0274 phase II, and, if
not, provide technical assistance to DIGESA to estaklish a
proper accounting system that will be adequate for
USAID/Guatemala's purposes.

Recommendation No. 2

We recommend that USAID/Guatemala require the Government of
Guatemala's (GOG) Ministry of Public Finances (MFP) to establish
and maintain separate accounts and accountability for A.I.D.
project funds which should not be commingled with the GOG's own
funds. Failing this, USAID/Guatemala should consider providing
the funds directly to the implementing entity without passing
through the MFP.

Recommendation No. 3

We recommend that USAID/Guatemala require the General
Directorate for Agricultural Services (DIGESA) to implement
adequate internal controls over material purchases and
inventories, fixed assets, and vehicle use and fuel consumption.
Material weaknesses in these areas are described by the Touche
Ross report dated August 21, 1989.



Recommendation No. 4

We recommend that USAID/Guatemala arrange for a final close-out
audit of the Small Farmer Diversification Systems Project,
USAID/Guatemala Project No. 520-0255, component implemented by
the General Directorate for Agricultural Services. This should
include a regular financial audit covering the period July 1,
1987 to March 31, 1989 with additional steps included to
determine the amount of A.I.D. funds provided for this component
during the project's life.

The Touche Ross report was discussed with representatives from
DIGESA and USAID/Guatemala on July 7, 1989 and appropriate
changes were made to this final report.

Please advise this office within 30 days of actions planned or
taken to resolve and close the recommendations.



Lara & Gonzilez, CPA

Member Firm

Touche Ross International
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August 21, 1989

Mr. Coinage N. Gothard, Jr.

Reg“onal Inspector General for Audit

U. S. Agency for International Development
Tegucigalpa, Honduras, C.A.

Dear Mr. Gothard:

This report presents the results of our audit of the Small
Farmer Diversification Systems Project, USAID/Guatemala Project
No. 520-0255, component implemented by the General Directorate
for Agricultural Services (Direccidn General de Servicios
Agricolas -DIGESA), from August 26, 1983 to June 30, 1987.

BACKGROUND

On August 28 and September 24, 1981, the Government of Guatemala,
(GOG) through the Ministry of Public Finances (Ministerio de
Finanzas Piblicas - MPF); the Ministry of Agriculture, Livestock,
and Food (Ministerio de Agricultura, Ganaderia y Alimentacidn -
MAGA); and the National Board of Economic Planning (Consejo
Nacional de Planificacidén Econdmica - CNPE), signed grant
agreement No. 520-0255 for US$3,696,000 and loan agreement No.
520-T-034 for US$5,500,000 with the U. S. Agency for
International Development in Guatemala (USAID/Guatemala) for the
Small Farmer Diversification Systems Project, USAID/Guatemala
Project No. 520-0255. USAID/Guatemala committed funds were for
the purpose of financing the acquisition of the goods and
services necessary to carry out the project. In addition to
these funds the GOG committed a minimum of US$6,700,000 in
counterpart funds to finance administrative expenses and other
direct and indirect costs related to the project. The completion
date of the project, originally scheduled for March 31, 1987, was
later extended to March 31, 1989.

The project's major goal is to strengthen the agricultural
sector's livestock and to stimulate small farm diversification
from basic grains to higher value diversified crops of greater
labor intensity. The project activities are: a) applied research
and technology adaptation, b) extension and promction, <c¢) loans

i
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and social cost payments (contributions), d) in-service training,
e) project coordination, and f) nutritinnal impact evaluation.
The project was to be implemented through six Guatemalan
Government institutions described below:

The General Directorate for Agricultural Services (DIGESA) is
part of the Ministry of Agriculture, Livestock, and Food (MAGA)
of the Government of Guatemala. Its general objective 1is to
provide technical assistance to small farmers and to promote the
Government's general policy of agricultural development to
improve their standard of living. On this project, DIGESA was
responsible for activities involving the transfer of agricultural
technology for crop production. The crops and activities that
DIGESA was to develop as part of the project included:
vegetables, fruits from deciduous trees (such as apples and
pears), soil preservation, and small scale irrigation works. The
area covered by the project included thirty seven towns in six
different departments that constitute Region I in the highlands
in Guatemala.

The Coordinating Unit for the Agricultural Diversification
Program (Unidad Coordinadora del Programa de Agricultura -
UCPRODA), was formed specifically to coordinate project
activities. This coordination included receiving reimbursement
requests from the implementing institutions; obtaining the
reimbursement checks from USAID/Guatemala and distributing them
back to the implementing institutiops; and preparing
consolidated financial information on the project based on fund
accountability statements or other financial statements received
from each implementing institution.

The remaining four institutions of the Government's agricultural
sector participating in the project were:

. the General Directorate for Livestock Services (Direccidn
General de Servicios Pecuarios - DIGESEPE) was responsible
for the livestock extension activities, focusing primarily on
improving management practices related to disease, parasite
control, and nutrition/feed supply;

. the Institute of Agricultural Science and Technology
(Instituto de Ciencia vy Tecnclogia Agricola - ICTA) was
primarily responsible for the implementation of the applied
research and technology adaptation component;

. the National Bank for Agricultural Development (Banco
Nacional de Desarrollo Agricola - BANDESA) was responsible
for the administration of the trust fund created under the
project to provide loans and grants to small and medium-sized
farmers; and

. the Technical Assistance Team (Equipo de Asistencia Técnica -

11
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EAT) was a group of professionals with extensive agricultural
experience organized to coordinate some technical assistance
to the project.

AUDIT OBJECTIVES AND SCOPE

The general objective was to perform a financial and compliance
audit of the Small Farmer Diversification Systems Project,
USATD/Guatemala Project No. 520-0255, component implemented by
the General Directorate for Agricultural Services (DIGESA), for
the period from August 26, 1983 to June 30, 1987. Our review was
made in accordance with generally accepted auditing standards
and the United States Comptroller General's '"Standards for Audit
of Governmental Organizations, Programs, Activities, and
Functions'" (1981 Revision). Accordingly, we included such tests
of the accounting records and such other audit procedures as we
considered necessary under the circumstances. Our examination was
made to determine whether:

1. The fund accountability statement of the project component
implemented by DIGESA fairly presents the project receipts
and disbursements for the period from August 26, 1983 to June
30, 1987, with disclosure of questionable expenditures, if

any.

2. DIGESA's internal accounting control system is adequate to

manage the project funds as required by USAID/Guatemala. In
this regard, our study included the controls over
procurement, warehousing, vehicles, fixed assets, and

technical transfer mechanisms.

3. DIGESA has complied with applicable laws, requlations,
agreement terms, and implementation letters which may have a
material effect on the fund accountability statement.

The scope of our work consisted of:

1. Reviewing DIGESA's fund accountability statement for the
period from August 26, 1983 to June 30, 1987.

2. Conducting a study and evaluation of the internal accounting
controls, including controls over procurement, warehousing,
vehicles, fixed assets, and technical transfer mechanisms.

3. Determining whether DIGESA was complying with agreement

terms, amendments, project implementation letters, and
applicable laws and regulations.

iii
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RESULTS OF AUDIT

Fund Accountability Statement

Due to the lack of reconciliation between funds received by
DIGESA with those provided by USAID/Guatemala, inadequate
accounting records, and the unreliability of the financial
information prepared by DIGESA, the scope of our work was not
sufficient to enable us to express, and we do not express, an
opinion on the fund accountability statement of DIGESA for the
period from August 26, 1983 to June 30, 1987.

Internal Controls

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

1. There were apparent conflicts of interest.

2. Controls over purchase, receipt, storage and issuance of
materials were inadequate. '

3. Accounting controls over fixed assets were inadequate.

4. Vehicle logs were not used and controls over fuel purchases
were inadequate.

As set forth in the scope of work, our study and evaluation of
DIGESA's internal controls included the following major areas
with the following results:

A. Procurement System. Bid guotations for purchases were
obtained prior to obtaining formal authorizations for
procurement. Paid invoices were not cancelled with a stamp

which indicated the purchase order number, the check number,
and the date of payment. These deficiencies are commented on
as part of finding No. 2 of the report on internal controls.

B. Warehouse Controls. Controls 1in this area were inadequate,
since requisition and delivery forms were not numbered;
suppliers' 1invoices were not stamped indicating receipt and
acceptance of goods; inventory records could not be located
for some items and were not kept up-to-date for others;
project supplies were commingled with other DIGESA supplies;
and periodic physical inventories were not taken. These
deficiences are also covered as part of finding No. 2 of the
report on internal controls.

iv
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C. Vehicles, Spare Parts, Fuel and Lubricants Controls. There
was a lack of controls over fuel and lubricant purchases and
vehicle usage. Finding No. 4 of the report on internal
controls explains the problems in this area.

D. Fixed Asset Controls. Controls were inadequate: a) fixed
asset records were not identified to distinguish assets
belonging to the project from the rest of the institution's
assets, b) fixed asset additions were not recorded on a
timely basis, ¢) periodic physical inventories were not done,
and d) reconciliations between subsidiary records and general
ledger and financial statement information was not
accomplished. The deficient control situation is reported in
Finding No. 3 of the report on internal controls.

E. Technical Transfer Mechanisms and Controls. Our evaluation of
technical transfer mechanisms and controls did not disclose
any material weakness.

Compliance with Applicable Laws, Regulations, and Agreement Terms

Due to the lack of adequate internal controls and insufficient
accounting records, we are not able to enable to express, and we
do not express, positive assurance on items tested for
compliance with applicable laws, regulations, and agreement terms
or negative assurance on those items not tested. Nevertheless,
our study and evaluation revealed that DIGESA did not comply with
the requirement to maintain adequate accounting records and
required audits were not performed.

MANAGEMENT COMMENTS

A copy of our draft report was provided to DIGESA and A.I.D. and
discussed with them on July 7, 1989. DIGESA subsequently
provided written comments which are included as Annex 1.

DIGESA was in general disagreement with the audit report, but its
disagreement was based mainly upon its view of how DIGESA's
management systems are suppossed to work and not upon a first
hand knowledge of the conditions reported in this audit. DIGESA
lacked first hand knowledge because the management personnel who
administered the project during the period audited and afterward
when the audit was performed no longer work for DIGESA.

We considered that DIGESA's comments did not offer any specific
rebuttal to the reported findings and therefore we found no need
to modify the report to respond to those comments.

TOUC

ez
Lic. Ro%7ndo Lara/ Leiva

—

SS & CO
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SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON THE FUND ACCOUNTABILITY STATEMENT

AUDITOR'S OPINION

We have performed a financial and compliance audit of the fund
accountability statement of the Small Farmer Diversification
Systems Project, USAID/Guatemala Proj«ct No. 520-0255, component
implemented by the General Directorate for Agricultural Services
(DIGESA), for the period from August 26, 1983 to June 30, 1987.
Except as explained in the following paragraph, our examination
was made in accordance with generally accepted auditing standards
and the United States Comptroller General's "Standards for Audit
of Governmental Organizations, Programs, Activities, and
Functions" (1981 Revision) and, accordingly, included such tests
of the accounting records and such other auditing procedures as
we considered necessary under the circumstances.

As described in the accompanying findings No. 1 and 2 the funds
received by DIGESA were not reconciled with those provided by
USAID/Guatemala; and we were unable to apply alternative
procedures to satisfy ourselves as to the accountability and use
of funds received from USAID/Guatemala due to the inacequate
accounting records.

As described in Note A, DIGESA's policy is to prepare the fund
accountability statement on the cash basis. Consequently,
revenues and the related assets are recognized when received,
rather than when earned; and expenses are recognized when paid,
rather than when the liabilities are incurred. Accordingly the
accompanying fund accountability statement is not intended to
present the financial information in conformity with generally
accepted accounting principles.

P.0.BOX 317 -1 GUATEMALA, C. A. - TELEPHONE: 366505/315466/315140.
-
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Due to the limitations mentioned in the second paragraph, the
scope of our work was not sufficient to enable us to express, and
we do not express, an opinicn on DIGESA's fund accountability
statement referred to above.

Vorwche oee & o>

June 27, 1988
Guatemala



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

FUND ACCOUNTABILITY STATEMENT

From Augqust 26, 1983 to June 30, 1987

(Quetzales)

USAID/Guatemala funds deposited
in project bank account by the

Government of Guatemala Q.240,921
Expenditures:
Materials and supplies © Q.245,742
Vehicles and equipment 73,944
319,686

Less: An estimate of expenditures
paid directly by USAID/Guatemala 73,944 245,742

Project funds that should be
available (4,821)

Less: Bank account balance as of
June 30, 1987 33,609

Overage to be explained or
reconciled Q. 38,430

Enclosed notes are an integral part of this financial report.



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

NOTES TO THE rUND ACCOUNTABILITY STATEMENT

From August 26, 1983 to June 30, 1987

A. Summary of Significant Accounting Policies

The fund accountability statement of the project was reported on
a cash basis in which revenues and the related assets are
recognized when received, rather than when earned; and expenses
are recognized when paid, rather than when the liabilities are

incurred.

B. Grant and Loan Agreements

On August 28 and September 24, 1981, the Government of Guatemala
(GOG), through the Ministry of Public Finances (Ministerio de
Finanzas POblicas - MPF); the Ministry of Agriculture, Livestock,
and Food (Ministerio de Agricultura, Ganaderia y Alimentacidén -
MAGA); and the National Board of Economic Planning (Consejo
Nacional de Planificacién Econdmica - CNPE), signed grant
agreement No. 520-0255 for US$3,696,000 and loan agreement No.
520-T-034 for US$5,500,000 with the U. S. Agency for
International Development in Guatemala (USAID/Guatemala). The
completion date of the project, originally scheduled for March
31, 1987, was later extended to March 31, 1989.

The agreerients were signed to carry out the Small Farmer
Diversification Systems Project to be implemented through six
Guatemalan Government institutions. The project's major goal was
to strengthen the agricultural sector's livestock and to
stimulate small farm diversification from basic grains to higher
value diversified crops of greater labor intensity. The project
activities were: a) applied research and technology adaptation,
b) extension and promotion, c) loans and social cost payments
(contributions), d) in-service training, e) project
coordination, and f) nutritional impact evaluation.

DIGESA, one of the Government implementing institutions of the
project, 1is responsible for project activities involving the
transfer of agricultural technology for crop production. The
crops and activities which DIGESA was to develop under the

project include: vegetables, fruits from deciduous trees (such
as apples and pears), soil conservation, and small scale
irrigation.

C. Implementing Institution

DIGESA 1is part of the Ministry of Agriculture, Livestock, and



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

NOTES TO THE FUND ACCOUNTABILITY STATEMENT

From Auqust 26, 1983 to June 30, 1987

Food (MAGA). Its general objective is to provide small farmers
necessary technical assistance and to promote the Government's
general policy of agricultural development to improve farmer
income levels.

D. Fund Accountability Statement Preparation

Expenditures paid directly by USAID/Guatemala were estimated and
subtracted from expenditures registered by DIGESA for
presentation in the fund accountability statement. The fund
accountability statement shows an overage of (.38,430 to be
explained or reconciled by DIGESA (see finding No. 1 of this
section).

Additionally, actual reimbursements received from A.I.D. for this
component were Q.193,020, but GOG provided Q.240,921 (Q.47,901
more) in accordance with its own budget for this project
component.

E. Monetary Unit

DIGESA's fund accountability statemet is stated in Quetzales (Q.)
the monetary unit of Guatemala. Foreign currency transactions
must be realized through the banking system in which three
different exchange rates have been established as follows: the
official market rate (Q.1:US$1) to pay the public debt and those
private liabilities registered prior to June &6, 1986; the
regulated market rate to pay for imports and liquidate exports;
and the banking market rate for those transactions not included
in the above mentioned markets. As of June 30, 1987, the
regulated market rate was Q.2.50:US$1 and the banking market rate
was of Q.2.60:US$1. On June 23, 1988, the exchange rate applied
in the requlated and banking markets was unified at Q.2.70:US%1.



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT

COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES

1.

USAID/GUATEMAL.. PROJECT No. 520-0255

REPORT ON FUND ACCOUNTABILITY STATEMENT

FINDINGS

Financial Information Was not Reconciled

Condition:

A.

The unreconciled difference between DIGESA's fund
accountability statement and the funds provided to the
project by the Government of Guatemala indicated a cash
overage of Q.38,430 (see fund accountability statement on
page 3 of this report).

Also, financial information prepared by the Coordinating Unit
for the Agricultural Diversification Program (UCPRODA) which
purported to reflect DIGESA information did not agree with
DIGESA's information, as shown below:

DIGESA vs UCPRODA
Fund Accountability Statement Information
Period August 26, 1983, to June 30, 1987

Reported by Reported
DIGESA's UCPRODA to Excess
Budgetary item Records USAID (Shortage)
USAID Project Funds:
Material and supplies Q.245,742 Q. 268,207 Q. 22,465
Machinery and equipment 73,944 194,063 120,119
Q.319,686 Q. 462,270 Q.142,584
GOG Counterpart:
Personal services Q.415,656 Q. 811,638 Q.395,982
Non-personal services 118,747 121,332 2,585
Global allowances 7,609 7,351 (258)
542,012 940,321 398,309
Q.861,698 Q.1,402 391 Q.540,893



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON FUND ACCOUNTABILITY STATEMENT

FINDINGS

C. USAID/Guatemala had directly paid some project expenses but
not all of these transactions had been recorded by DIGESA.

Criteria:

As part of the system of internal controls over project funds,
financial information and statements prepared by DIGESA should
be reconciled monthly with UCPRODA and USAID/Guatemala
information.

Cause:

Due to lack of supervision over the whole process and lack of
communication between the implementing institutions, DIGESA and
UCPRODA had not attempted to reconcile their corresponding
records.

Effect:

The financial information prepared and provided by DIGESA and
UCPRODA was not reliable. Errors or irreqularities could have
occurred and not have been detected.

Recommendation:

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A. Reconcile or explain the Q.38,430 cash overage indicated in
the project component's fund accountability statement as of
June 30, 1987.

B. Reconcile, on a monthly basis, its fund accountability
statement with the records, budget information, and reports
prepared by the Coordinating Unit for the Agricultural
Diversification Program (UCPRODA) and delivered to
USAID/Guatemala.

C. Reconcile, on a monthly basis, the funds received from
USAID/Guatemala for the component with the funds provided by
the Government of Guatemala, the expenditures realized, and
the outstanding bank account balance.

D. Record expenditures paid directly by USAID/Guatemala in its



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON FUND ACCOUNTABILITY STATEMENT

FINDINGS
records. These expenditures should be identified as having
been paid directly by USAID/Guatemala.

2. Funds Were Commingled at the Government of Guatemala Level
and not Provided to the Project as Reimbursed by A.I.D.

Condition:

USAID/Guatemala funds disbursed for the project component had
been commingled with the GoverMment of Guatemala's (GOG's) funds
before the GOG provided the A.I.D. funds to DIGESA
Reimbursement checks submitted by USAID/Guatemala were passed
from the Coordinating Unit for the Agricultural Diversification
Program (UCPRODA), to DIGESA, and then to GOG's Ministry of
Public Finances (MPF). Subsequently, the MPF disbursed the
USAID/Guatemala funds to the project revolving fund bank account
for DIGESA based on its own budget for this component of the
project. As a result, as of June 30, 1987, the GOG had provided
Q.47,901 more to the project component than had been reimbursed
by USAiD/Guatemala (see Note D to the fund accountability
statement).

Criteria:

A. Section B.5, Annex II of the loan and grant agreements
required that a separate bank account should be established
for the project funds.

B. USAID/Guatemala funds should be disbursed by MPF to the
project implementing institutions in the amounts provided by
USAID/Guatemala.

Cause:

The MPF followed the budget of the GOG which was different from
the amounts reimbursed by USAID/Guatemala.

Effect:

A. DIGESA received more funds than USAID/Guatemala had intended
at this point in the project.



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON FUND ACCOUNTABILITY STATEMENT

FINDINGS

B. As DIGESA did not keep track of USAID/Guatemala's advances
and reimbursements to it, accountability over A.I.D. funds
was lost at DIGESA's level.

Recommendation:

USAID/Guatemala should require the Government of Guatemala
(Ministry of Public Finances) to keep USAID/Guatemala funds
separate and to d.stribute the funds to the implementing
institutions for each project component based on
USAID/Guatemala's budgetary and reimbursement determination.
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SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH TH. GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

AUDITOR'S OPINION

Wie have performed a financial and compliance audit of the fund
accountability statement of the Small Farmer Diversification
Systems Project, USAID/Guatemala Project No. 520-0255, component
implemented by the General Directorate for Agricultural Services
(DIGESA), for the period from August 26, 1983 to June 30, 1987,
and have issued our report thereon dated June 27, 1988. As part
of our examination, we performed a study and evaluation of
DIGESA's system of internal accounting and * administrative
controls to the extent that we considered necessary to determine
the nature, timing, and extent of the auditing procedures
necessary for expressing an opinion on the entity's fund
accountability statement. Our study and evaluation, made in
accordance with generally accepted auditing standards and the
United States Comptroller General's '"Standards for Audit of
Governmental Organizations, Programs, Activities, and Functions"
(1981 Revision), was more limited than would be necessary to
express an opinion on the system of internal accounting control
taken as a whole and included a review of the significant
internal controls in the areas of the procurement, warehousing,
vehicles, fixed assets, and technology transfer.

The management of DIGESA is responsible for establishing and
maintaining a system of internal control. 1In fulfilling this
responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of
control procedures. The objectives of an internal control system
are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against loss from
unauthorized use or disposition, and that transactions are
executed in accordance with management's authorization and
recorded properly to permit the preparation of financial
information in accordance with generally accepted accounting

P.0.BOX 317 - | GUATEMALA, C. A]1-OTELEPHONE: 366595/315466/315140,

i



Lara & Gonzilez, CPA

Member Firm

Tovche Ross Dterneational

principles and/or on a comprehensive accounting basis. Because
of inherent limitations in any system of internal control, errors
or irregularities may nevertheless occur and not be detected.
Also, projection of any evaluation of the system to future
periods 1is subject to the risk that procedures may become
inadequate because of changes in conditions; or that the degree
of compliance with the procedures may deteriorate.

Our study and evaluation, made with the 1limited purpose as
described in the first paragraph, would not necessarily disclose
all material weaknesses in the system. Accordingly, we do not
express an opinion on the system of internal control of DIGESA
taken as a whole or on any of the <categories of controls
identified in the first paragraph. However, our study and
evaluation disclosed conditions described in the accompanying
findings No. 1 to 4, that we believe result in more than a
relatively low risk that errors or irregqularities, in amounts
that would be material in relation to the fund accountability
statement for this component of the project, may occur and not be
detected within a timely period.

This report 1is intended solely for the use of DIGESA and the
U.S. Agency for International Development. This restriction is
not intended to limit the distribution of this report which, upon
acceptance by the Office of the Inspector General, is a matter of
public record.

TMWQK”

June 27, 1988
Guatemala.
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SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

FINDINGS

1. There Were Apparent Conflicts of Interest

Condition:

Some agricultural advisors from DIGESA, who are also small
farmers, received loans from project funds, through the trust
fund created under the project to provide loans and grants to
small and medium-sized farmers.

Criteria:

A policy to avoid conflicts of interest should exist in DIGESA
in order to avoid the appearance of impropriety or favoritism in
project dealings.

Cause:

Neither the loan agreement nor the loan regqulations approved
for the trust fund managed by the National Bank for Agricultural
Development (BANDESA) established whether workers from the
project were eligibile for loans.

Effect:

Funds may be diverted to persons who do not qualify as eligible
beneficiaries.

Recommendation:

USAID/Guatemala and the General Directorate for Agricultural
Services (DIGESA) should make a determination as to whether or
not DIGESA's employees, who qualify within the category of small
farmers, are eligible to receive loans from the project.

2. Controls over Purchase, Receipt, Storage and Issuance of
Materials Were Inadequate

Condition:
We observed the following deficiencies in the procurement system:

A. Formal authorization for purchases was not obcained prior to
obtaining bid quotations necessary to support the purchases.

12



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAIL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

FINDINGS

B. The paid bills are not cancelled with a stamp which indicates
the check number, the purchase order number, and date of
payment.

C. The warehouse clerk does not sign or stamp the supplier's
invoice when receiving the materials and supplies as
evidence of acceptance.

D. The inventory records were inadequate. For those items
selected for review the respective kardex cards could not be
located.

E. Even though warehouse receipt forms are prepared, some
supplies are not recorded in the warehouse kardex files
because they are considered expendable.

F. Requisitions and delivery forms for materials and supplies
are not numbered.

G. The project's supplies are commingled with the supplies of
other DIGESA projects.

H. Periodic physical inventories were not taken.

Criteria:

A.I.D. policies require an adequate procurement system to control
the acquisition of services and materials. Written evidence
should support procurement reguests, bid quotations, approval of
payments, warehouse entries, delivery of materials and supplies,
services received, and certifications for all disbursements,
without exception. Policies also require the taking of periodic
physical inventories.

Cause:

There were poor internal controls and a lack of supervision.
Effect:

Since there were poor controls over materials and supplies

acquired with project funds, loss or unauthorized use of
materials and supplies could occur without being detected.

13



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

FINDINGS

Recommendation:

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A. Support all purchases with adequate documentation which has
been reviewed and approved by responsible officials.

B. Establish the use of pre-numbered receipt and issue forms for
all receipts and issues of materials and supplies from
inventory.

C. Cancel paid bills with a stamp which indicates the check
number, the purchase order number and date of payment.

D. Exercise supervision over warehouse transactions.

E. Sign or stamp supplier's invoices when receiving materials
and supplies as evidence of acceptance.

F. Record all receipts in the warehouse kardex files, reconcile
these files with subsidiary records on a monthly basis, and
take periodic physical inventories.

G. Develop an administrative and accounting manual, which should
include adequate control requirements over its procurement
system and materials movements in and out of its warehouses.

3. Accounting Controls over Fixed Assets Were Inadequate

Condition:

The controls over fixed assets were deficient in general and did
not provide separate accountability for project fixed assets.
Also, there was an unreconciled difference of Q.8,234 between the
overall fixed asset subsidiary records and general ledger and
financial statement information.

Criteria:

A. DIGESA has the responsibility of fully accounting for
material, equipment, and services procured with A.I.D. funds.

14



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

FINDINGS

B. A good internal contrcl system over fixed assets requires:

a) The wuse of subsidiary ledgers that should identify
assets, the persons responsible for the assets, and the
physical location of assets.

b) Periodic reconciliation between fixed asset subsidiary
ledgers and the general ledger.

c) Periodic physical inventories.

Cause:

A. There was little management supervision and lack of written
procedures.

B. Records were inadequate. The fixed assets for the project
were commingled with DIGESA's fixed assets, but the
subsidiary records for fixed assets did not reflect the
location of each asset or which assets belonged to the
project.

C. Also, fixed asset additions were not recorded on a timely
basis and physical inventories of fixed assets were not

taken.
Effect:
Financial information is not reliable and loss or unauthorized
use of fixed assets could occur and not be detected.
Recommendation:

USAID/Guatemala should require the Gencral Directorate for
Agricultural Services (DIGESA) to:

A. Implement written procedures to manage and control
fixed assets which, among other things, should provide for:

a) The wuse of separate fixed asset subsidiary records for
the project which identify project fixed assets, their
location, value, and the names of the employees
responsible for them,

15



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT

COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES

USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

FINDINGS

b) identification of fixed assets with sequential numbers
and the project number, and

c) Performance of periodic physical inventories.

B. Reconcile, on a moathly basis, its general ledger, fixed
asset subsidiary records, and fund accountability statement
information.

4. Vehicle Logs Were Not Used and Controls over Fuel Purchases

Were Inadequate

Condition:

We observed the following deficiencies:

A‘

Crit

Fuel
vehi
visi

The requisitions for fuel purchases (vales) did not have pre-
printed numbers. They are numbered by hand at the moment of
being issued.

No control existed with respect to the kilometers traveled by
each vehicle.

Original requisitions for fuel purchases (vales) are not
returned by the gas stations. Therefore, there are no
original requisitions (vales) that support the amounts billed
by the gas stations.

During the months of February and May 1984, fuel purchases
were made using requisition forms different from the ones
usually utilized and without evidence of authorization.

eria:
consumption should be controlled through a log for each

cle which should report kilometers traveied, locations
ted, and purpose of each trip. Purchases of fuel should be

supported by pre-numbered forms approved by anthorized officials.

Caus

The
or n

e.

internal controls were inadequate. Also, there was little
O supervision.
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SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON INTERNAL CONTROLS

FINDINGS

Effect:

There was inadequate control over funds reported as expended,
financial information was not reliable, and waste, loss, or -
irreqgularities could occur and not be detected.

Recommendation:

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to implement internal controls to
adequately control fuel consumption and the use of vehicles,
which should include the following: '

A. Pre-numbered fuel purchase requisition forms.

B. Written evidence documenting the persons who requested,
approved, and received the fuel.

C. Support for payments, which should include original invoices
from gas stations and the original approved fuel purchase
requisition forms.

D. Use of vehicle logs for each vehicle showing each vehicle
trip, purpose of the trip, locations visited, kilometers
traveled and a record of fuel purchases; with periodic
management reviews made to determine whether the vehicles
have been used only for project purposes and that fuel
consumption is reasonable considering the kilometers
traveled.

E. Supervisory control performed by personnel not involved in
the use of the vehicles. :

17
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SMALL FARMER DIVERSIFICATTON SYSTEMS PROJECT
COMPONENT WITi{l THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS,

AND AGREEMENT TERMS

AUDITOR'S OPINION

We have performed a financial and compliance audit of the fund
accountability statement of the Small Farmer Diversification
Systems Project, USAID/Guatemala Project No. 520-0255, component
implemented by the General Directorate for Agricultural Services
(DIGESA) for the period from August 26, 1983 to June 30, 1987.
Our study and evaluation was made in accordance’ with generally
accepted auditing standards and the U. S. Comptroller General's
"Standards for Audit of Governmental Organizations, Programs,
Activities, and Functions" (1981 Revision), which included
requirements for the review of compliance with applicable laws,
regulations, and agreement terms. Accordingly, our examination
included such tests of the accounting records and such other
auditing procedures as we considered necessary under the
circumstances. The laws, requlations, and agreement terms
reviewed for compliance included:

1. Granc agreement No. 520-0255 and loan agreement No. 520-T-
034, their amendments and project implementation letters.

2. A.I.D. Handbook 11, Chapter 4.
3. A.I.D. procurement requlations.

4. Purchasing and contracting law of the Government of
Guatemala.

5. The Guatemalan Social Security Laws.
The deficiencies detected as indicated in findings No. 1 and 2 of

the report on the fund accountability statement, findings No. 1
to 4 of the report on internal controls and the accompanying
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finding No. 1 prevent us from expressing, and we do not express
positive assurance on those items tested for compliance with
applicable laws, requlations, and agreement terms or negative
assurance on those items not tested.

This report is intended solely for the use of the management of
DIGESA and the U. S. Agency for International Development.
This restriction 1is not intended to limit the distribution of
this report which, upon acceptance by the Office of the Inspector
General, is a matter of public record.

June 27, 1988
Guratemala.
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SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS,

AND AGREEMENT TERMS

FINDINGS

1. Adequate Accounting Records Were not Maintained and Required
Audits Were not Performed

Condition :

A. The accounting system originally established for the project
in August 1983 was discontinued in December 1986, and from
that date to the present no adequate accounting records have

been kept.

B. Required periodic audits of the project were not made.

Criteria:

Section B.S, Annex II of the 1loan and grant agreements
established that DIGESA should maintain records related to the
project and to the agreements in accordance with generally
accepted accounting principles and practices consistently
applied. This section also required that the records would be
audited regularly in accordance with generally accepted auditing
standards.

Cause:

A. DIGESA did not consider it important to have adequate
accounting records.

B. USAID/Guatemala authorized the Office of the General
Comptroller of Guatemala to perform periodic project audits.
However, such office only performs voucher examinations, and
not audits in accordance with generally accepted auditing
standards and the government auditing standards of the United
States Comptroller General.

Effect:
DIGESA did not comply with the terms of the agreements,

financial information was not reliable, and the problems noted
during this audit were not identified at an earlier date.
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COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES

USAID/GUATEMALA PROJECT No. 520-0255

REPORT ON COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS,

AND AGREEMENT TERMS

FINDINGS

Recommendation:

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A.

B.

Establish proper accounting records that will be adequate for
USAID/Guatemala's purposes.

Have periodic independent audits of project funds performed
in accordance with generally accepted auditing standards and
the United States Comptoller General's '"Government Auditing
Standards" (1988 Revision), either by the Guatemalan
Comptroller General or by external audit firms.



SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT

COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES

USAID/GUATEMALA PROJECT No. 520-0255

LIST OF REPORT RECOMMENDATIONS

FUND ACCOUNTABILITY STATEMENT

1.

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A. Reconcile or exglain the Q.38,430 cash overage indicated
in the project component's fund accountability statement
as of June 30, 1987.

B. Reconcile, on a monthly basis, its fund accountability
statement with the records, budget information, and
reports prepared by the Coordinating Unit for the
Agricultural Diversification Program (UCPRODA) and
delivered to USAID/Guatemala.

C. Reconcile, on a monthly basis, the funds received from
USAID/Guatemala for the component with the funds
provided by the Government of Guatemala, the expenditures
realized, and the outstanding bank account balance.

D. Record expenditures paid directly by USAID/Guatemala in
its records. These expenditures should be identified as
having been paid directly by USAID/Guatemala.

USAID/Guatemala should require the Goverrment of Guatemala
(Ministry of Public Finances) to keep USAID/Guatemala funds
separate and to distribute the funds to the implementing
institutions for each project component based on
USAID/Guatemala's budgetary and reimbursement determination.

INTERNAL CONTROL

1.

USAID/Guatemala and the General Directorate for Agricultural
Services (DIGESA) should make a determination as to whether
or not DIGESA's employees, who qualify within the category of
small farmers, are eligible to receive loans from the
project.

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A. Support all purchases with adequate documentation which
has been reviewed and approved by responsible officials.

B. Establish the use of pre-numbered receipt and issue forms
for all receipts and issues of materials and supplies
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USAID/GUATEMALA PROJECT No. 520-0255

LIST OF REPORT RECOMMENDATIONS

from inventory.

C. Cancel paid bills with a stamp which indicates the check
number, the purchase order number and date of payment.

D. Exercise supervision over warehouse transactions.

E. Sign or stamp supplier's invoices when receiving
materials and supplies as evidence of acceptance.

F. Record all receipts in the warehouse kardex files,
reconcile these files with subsidiary records on a
monthly basis, and take periodic physical inventories.

G. Develop an administrative and accounting manual, which
should include adequate control requirements over its
procurement system and materials movements in and out of
its warehouses.

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A. Implement written procedures to manage and control
fixed assets which, among other things, should provide
for:

a) The use of separate fixed asset subsidiary records
for the project which identify project fixed assets,
their location, value, and the names of the
employees responsible for tham,

b) identification c¢f fixed assets with sequential
numbers and the project number, and

c) Performance of periodic physical inventories.

B. Reconcile, on a monthly basis, its general ledger, fixed
asset subsidiary reccrds, and fund accountability
statement information.

USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to implement internal
controls to adequately control fuel consumption and the use
of vehicles, which should include the following:
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COMPONENT WITH THE GENERAL DIRECTORATE FOR AGRICULTURAL SERVICES

E.

USAID/GUATEMALA PROJECT No. 520-0255

LIST OF REPORT RECOMMENDATIONS

Pre-numbered fuel purchase requisition forms.

Written evidence documenting the persons who requested,
approved, and received the fuel.

Support for payments, which should 1include original
invoices from gas stations and the original approved
fuel purchase requisition forms.

Use of vehicle logs for each vehicle showing each
vehicle trip, purpose of the trip, locations visited,
kilometers traveled and a record of fuel purchases; with
periodic management reviews made to determine whether the
vehicles have been used only for project purposes and
that fuel consumption 1is reasonable considering the
kilometers traveled.

Supervisory control performed by personnel not involved
in the use of the vehicles.

COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS

1. USAID/Guatemala should require the General Directorate for
Agricultural Services (DIGESA) to:

A.

B.

Establish proper accounting records that will be adequate
for USAID/Guatemala's purposes.

Have periodic independent audits of project funds
performed in accordance with generally accepted auditing
standards and the United States Comptoller General's
"Government Auditing Standards" (1988 Revision), either
by the Guatemalan Comptroller General or by external
audit firms.
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ANNEX 1
Page 1 of 7

SMALL FARMER DIVERSIFICATION SYSTEMS PROJECT
COMPONENT WITH THE GENERAL DIRECTORATE FOR
AGRICULTURAL SERVICES
USAID/GUATEMALA PROJECT No. 520-0255
MANAGEMENT COMMENTS
(Free Translation)

Comments on the draft audit report of the Small Farmer
Diversification Systems Project, USAID/Guatemala Project No. 520-
0255, component implemented by the General Directorate for

Agricultural Services.

Reviewing the document one notes that the audit did not take into
consideration nor did it deeply analyze the fiscal accounting
system established by Government of Guatemala through the
Comptroller of Accounts. This system which differs from the
traditional system is used for other foreign loans. Likewise, it
did not take into account the control systems and procedures used
by the General Directoratc for Agricultural Services and its
regional offices, which differ little from the system used by the
Government of Guatemala.

Fund Accountability Statement

1. Lack of reconciliation of the financial information:

A. A surplus of Q.38,430.00 not reconciled. It is not known
on what information this conclusion is based; although it
is suspected that there was not a deep review or analysis
done to separate the project's account from the accounts
of other projects. In the Central Bank of Guatemala all
funds are centralized (the opening of other accounts 1is
not permitted), and the accounts of the state are managed
within this structure. Therefore, more time and
additional analysis is necessary to separate one
project's account from another.

B. The reconciliations are prepared based on the
documentation received.

C. Transactions are recorded based on the documentation and
goods actually received at the regional office. Until
the central office, which is in charge of purchasing,
sends the proper documentation the transaction cannot be
recorded.
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Funds commingled at the Government Level:
This is not within DIGESA's scope of operations.

A. The Central Bank, the bank which must be used on a
obligatory basis for the management of Government funds,
does not permit opening other bank accounts, which leads
to pooling the funds of different projects into the same
bank account, however, subsidiary records are used.

B. Disbursements have been made according to the budget
approved in the project implementation letters. Because
of the responsibility DIGESA's has under these
commitments, its administration has established an
internal control system which is considered comprehensive
and adequate and which receives a monthly review by the
Comptroller of Accounts and at the present there are no
objections regarding it.

Internal Control

1.

Conflicts of Interest:

DIGESA is not responsible for the management of the trust
funds and has no responsibility in analyzing and approving
loans from those funds.

Controls over purchases, receipts, storage and issuance of
materials were inadequate:

A. Purchases are supported with the documentation
established for such purpose, requested, and approved by
authorized personnel of the Comptroller of Accounts.

B. Forms are numbered and indicate the warehouse receipt
form number.

C. Since the warehouse receipt form indicates the invoice
number, it is considered that the invoice is accepted and

it 1is canceled. The receipt form is signed by the
warehouseman and approved by auditors of the Comptroller
of Accounts. (Regional director or administrative
chief).

D. Supervision of warehouse transactions are done through a
review of receipts and issues which have the auditor's
signature.

E. 1Invoices are accepted through the warehouse receipt
forms,
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F. There are controls over the warehouse and physical
stocks. '

G. An administrative and accounting manual for this project
has not been established.

Accounting controls over fixed assets are inadequate:

There are controls over fixed assets. These are recorded in
the general regional inventory and detailed on responsibility
cards. Even though commingled with the institution's other
assets, a specific project's assets are controlled by a
specific project code number.

Physical inspections are performed periodically, as required
by the department responsible for inventories.

Controls over vehicles and fuel.

A. The requisition forms are recorded by chronological
order.

B. Kilometers to be traveled are stated on the request for
travel form and have to be in accordance with per diem
regulations, Governmental Resolution 706-83. Kilometers
to be traveled are stated on the requisition form and the
requested gasoline is approved by authorized officials.

C. Original requisition forms are picked-up from the gas
stations and used to determine consumption and recorded
in a control book. Original invoices that support the
expenditure, together with all the documentation are
recorded and controlled in the warehouse and recorded in
the cash book, which 1is reviewed monthly by the
Comptroller of Accounts.

Accounting Records

A.

The accounting system originally established was discontinued
as requested by the Comptroller of Accounts and replaced by
the cash book control considered adequate for Government
purposes. The problem does not concern DIGESA.

USAID's payment of the reimbursement requests lead us to
assume that it accepted the accounting system used. The
periodic audits performed by the Comptroller of Accounts
detemined normal project implementation and did not disclose
surpluses.

o Yo
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SECTOR PUBLICO AGROPECUARIO Y ALIMENTACION
MINISTERIO DE AGRICULTURA, GANADERIA Y ALIMENTACION

DIRECCION GENL[RAL DE SERVICIOS AGRICOLAS
REGION Vi Quetzaltenango
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Sector Publico Agropecuario y Alimentacion
Ministerio de Agricultura, Ganaderia y Alimentacion

Direccidon General de Servicios Agricolas
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Vel sakvania de N R AN a0 Ailacerecdia nn rnredliadn, Co daacannes 18 Anea

’
armacidn de bhrse rora 1lecar 2 asr ~enelneifag ansenne eo antdmn mnn s oma

. » . » N ’
% nrafurdizg v annlizA en 1a separacidn da cnentne Ao atrae arpvactas ene oo
" na= rasenng nie en el Tanen de Nuatamala eo anebraldzan badae 1ac Pa-dan -
cps :
«, rer nn nermitirse 1A arertura do ptrse onendar o e pe ab Y cnbenda ol
A mer agn mpdin g mepadon las ergoptae 21 Tetada, To hara nenseania ipe waoa

ror tiamne v anAlizig nara dokermivan 2l racsenta,

5"“‘ nn Y"ﬂ ('ﬁr‘."ﬁl]‘:\("‘r)nqs ~n rn'\‘.“"“rﬂ” T LR I N BN P LR wrmg Caencand gdn e o
S rocit 14,

v~';f .

P n, Tas trarzaacciones se recictran on hage q 1a dacueentaciAn v hsrpe ragl=an
. ta recibtidoc en 21 rectén, Mientrag 1a Midad “antral due eicenta laa ad-o
P nuisicianes no informa documentalnente ra oo ponde racicel ),y
: .
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v
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1
[ Yo a8 raspongabilidad rfa NI,
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4

A Ta Panea Nerntral one es 1a ane obli -adarsnin dehe vgnren pova 1] mannidn de
Cuentas del Zatado nn nrrmite alrjr mfe enentas, 1o rud) ablioq q mereaen-
navsn 1ag mismas, narn mie se ol via madjante recistron gnvilisres,

n Ir= Aneambalses han rid-~ ejfecutadee ~adiante 21 presinueste 1= nhasn e wa
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Sector Publico Agropecuario y Alimentacion
Ministerio de Agricultura, Ganaderfa y Alimentacién

Direccion General de Servicios Agricolas
REGION 1. Quezaltenango

Jefatura Sub-Unidad Administrativa

4a. Calle 21-53, Zona 3.
Teléfono 28-41, No, —

asenerdo a las cartas de e’osucidn suseritas al ressecto.

Par 10 tanta 1la Administracion de DTNCR4 tirnae rstablecicdo nun gistema dn control
intorno por la resnonsabilidad que tiene sobre &stos comoromisos, loc cualer ce-
considaran comnrensibles vy adecnados v asiufren wna figealizacidn moncanl, ror Ya-
f‘.nntrrﬂm'fa da Cuantas de 1a anir’)n A4 a2l morpnto P evinton ranarne .'403";'0 107 ~m

minsmos,

NIL CONTA0L TNTERNC.

1. Conflicto de Interés,.

DIC'iSA, no es la responsable del manejo de los fideicomixos, Con lo cuil no-
tinne la responsahbilidad de analizar v otorpgar préstamos de los mismos.

L V)
2, C(Oontroles de ompras, recepcibén, almacenaje y salidas de materiales fucren -
inadecuados.

A. Las compras se sustentan con la documentacién implementada al efacto, solici
tada y aprobada por cuentadantes farnltados por la Contralorfa dz Cucntas Ag

1a Nacién,

B., Lns formularios van pre-numerados y registran el nimero de forrmlario de in-
preso de almacén, ,

C. Se considera que con el ingraso de Almachn e inventarios, nue rapistra el nd
mero da factura dan por cancelada y areptada la misma ~on 1a firma Al P
daglmacén y/o encargado de inventarioss con el visto hueno del cusntadante -~
avalada por 1a “ontralorfa de Cuentas, (Yirector Rerional o Jafe Adminietraa

tivo)

D. La Supervisién de las transacciones de bodega ccelercen, medianta al qval Ae
ingreso o salida con firma del cuentadante.

F. La aceptacién de las facturas se 44 con @) insreso de almacén v/o invertari-
035,

™. 1.3 controles sobre existencians de Yodera e inventariors f{siras na Ylavan.
Jo M VANUAL ADMINTSTRATYVO Y COMTAPLY al rrepecte de este nroyecto ro ha hahidn,

3. Controles contables sobre actives fiios {radenrandon,
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fotre lo:z mismos existen, los cuales o repistran en el inventarin rennr-1 Tegional,
¥ ror-menorizado en tarjetas de respons~bilidad, aue aunnque merclndos ron otros hiew
nes de la institucidn; son controlables por medio de nomenclatura especifica para ca
Aa proyecto, ' -

T.os chequeos f{sices se»realizan periéiicamente, pues hay one rendir ruentae 2 1 <
saccidén correspondiente centralizada,

4. Control de Vehiculos y ontreles de Combustibles.

A. Tos vales utilizados para el efec:io son registrades por érden correlative de fe-
chas en los libros respectives,

R. Los controles sebre kilometrajes recorrides, sen preestablecidos en las comisio-
nes a efectuar y de acuerdo al regl-mento General de viitico, Aruerdo Guirnati-
vo 706-83. Los kilometros a recorrer son reristrados en e) vale v la paznlina zo
licitada es autorizada debidamentq por autoridad comnetente. -

C. lLos vales originales, son recogidos de la gaselinera respectiva para establecer-
el consumo y operaciones en leos libros de control. Las facturas oricinnles cue -
soportan el gaste, juntaments con teods 1a documentacidn son recistrados v cannlf
zados per el almacén y registrades en caja fiscal que finalmente es fincnlizado=
por la “ontralorfa Ceneral de Cuentas, cada mes.,

DT LOS RTGTSTROS CONTAPLRS,

A. La descontinuacién del D'is’c,ema. Contahle original, fué ordenado nar la Zontra)o--
rfa da Yuentas de la Nacién, sustituyendose por cajas fiscalas ave se concidarin
adecuades para les prepésitos del Zstado. Lo cual no es imputable a nTr~ s,

B. Las liquidaciones de documentos para obtencién de reembolsos As USATD Aakan patie
ta para’estimar 1a aceptacién del sistema utilizado, Las Auditorfas periddicas -
realizadas per la “ontralorfa de Cuent~s de la Nacién, determiran 1a normalidad-
de ejecucién de este nrovecto no 11e~fndore 7 estahlacer sobran*ee,
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