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MEMORANDUM ’

TO: D/USAID/Haiti, David Cohen

FROM: RIG/A/T, Reginald Howard %_K M

SUBJECT: Audit of USAID/Haiti Project Components Managed by the Centers for
Development and Health, September 1, 1987 to September 30, 1989

This report presents the results of a non-Federal financial audit of the Centers for
Development and Health (Centers) in Haiti for the period September 1, 1987 to September
30, 1989. The audit was part of a series of five audits performed to evaluate entities
receiving funding under the Mobilizing Mothers for Child Survival Project - USAID/Hziti
Project No. 521-0194 and the Private Sector Family Planning Project - USAID/Haiti Project
No. 521-0189. This audit also included a review of funding received by the Centers as a
grantee under the USAID/Haiti Expanded Urban Health Service Project - USAID/Haiti
Project No. 521-0218. The accounting firm of KPMG Peat Marwick prepared the report
which is dated October 29, 1990.

The Centers is a private voluntary organization established to previde technical and practical
training in community hLealth for nurses, community health workers, family planning
promoters and others. A.ID. itmds were provided to the Centers for a variety of activities.
Under the Mobilizing Mothers fur Child Survival Project these funds were provided to
enhance child survival through expansion of primary health care services, testing, and the
implementation of targeted interventions. Under the Private Sector Family Planning Project,
the funds financed training courses on planned parenthood. Under the Expanded Urban
Health Service Project, funds were used to implement a health services program for
improving the health of impoverished residents. The audit coverage included $3,106,592 of
A.LD. funds advanced as well as other revenue totaling $503,660.

The purpose of the audit was to report on (1) the fairness of the fund accountability
statement for the project components, (2) the adequacy of the Centers’ internal control
structure, (3) the Centers’ compliance with terms of the agreements and applicable laws and
regulations, and (4) the Centers’ financial and managerial capability to administer ongoing
and future USAID/Haiti projects.



Peat Marwick found that although the Centers had maintained adequate accounting records
and sufficient documentary evidence for revenues and expenses related to A.I.D. funds, they
were unable to satisfy themselves as to the propriety of other funding and the completeness
of revenues and expenses from other sources. Because of this scope limitation, Peat Marwick
disclaimed an opinion on the Centers’ fund accountability statement. The auditors
questioned costs totaling $78,341 related to the Mobilizing Mothers for Child Survival Project
and $520 related t. the Expanded Urban Health Services Project.

With respect to the internal control structure of the Centers, Peat Marwick conducted only
a preliminary review due to the previously mentioned scope limitations. As a part of this
review they identified material reportable conditions in the areas of maintenance of adequate
accounting records for the Centers as a whole; inadequate accounting by subgrantees of the
Centers; and methods for allocating salaries, benefits and certain other common costs
between projects.

Peat Marwick was unable to express an opinion concerning the Centers’ compliance with
agreement terms and applicable laws and regulations, due to the previously mentioned scope
limitations. The auditors did, however, identify one material area of non-compliance
concerning failure to declare employees salaries to tax authorities as required by Haitian tax
law. In its report on management and financial capability, Peat Marwick issued qualified
opinions because there was not an adequate accounting system and because administrative
procedures were undocumented and had been inconsistently applied.

The draft report was discussed with Mission officials and representatives of the Centers, who
expressed general agreement with its content.

We are including the following recommendations in the Office of the Inspector General’s audit
recommendation follow-up system.

Recommendation No. 1

We recommend that USAID/Haiti negotiate a settlement with the Centers for Development
and Health for questioned costs of $78,861 associated with project Nos. 521-0194 and 521-
0218 representing various ineligible expenses, accounts receivable, and unreconcilable
differences between balances per bank and accounting records identified in the Peat Marwick
report dated October 29, 1990.

Recommendation No. 2

We recommend that USAID/Haiti, in conjunction with the Centers for Development and
Health, develop an action plan including an implementation timetable which will enable the
Centers to improve its accounting system, internal controls, compliance, and management
and financial capability in the areas identified in the Peat Marwick report dated October 29,
1990.

Please advise this office within 30 days of actions planned or taken to clear the above
recommendations.
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USAID/Haiti signed a cooperative agreement for the Private Sector Family
Planning Project, USAID/Haiti Project no. 521-0189, with the
International Planned Parenthood Federation, Western Hemisphere Region
Inc. (IPPF/WHR) on August 29, 1986.

The agrecment included a subgrant to CDS to finance training courses on
planned parenthood. As of September 30, 1989, total funds received from
IPPF/WHR under this program amounted to $40,698.

USAID/Haiti signed an additional cooperative agrcement on June 30, 1989
with Lthe Centers for Development and Health (CDS) for the Expanded Urban
Health Service Project, USAID/Haiti Project no. 521-0218 for an amount
of $9,945,000, of which $1,400,000 has becen obligated as of September
30, 1989. The purpose of the project is to carry out a program of urban
health services directed at improving the health status of impoverished
residents of five urban sites.

Centers for Development and Health (CDS) also receives funds from
various other sources in the form of direct or indirect grants.

AUDIT ORJECTIVES 2ND _SCOPE

The objective was to conduct a financial audit of CDS taken as a whole,
including the funds received under the Mobilizing Mothers Project,
USAID/Haiti Project no. 521-0194, from IPPF/WHR for the Private Sector
Family Planning Project, USAID/Haiti Project no. 521-0189 and from
USAID/Haiti Project no. 521-0218 during the period September 1, 1987 to
September 30, 1989, and all other revenucs generated by CDS.

The audit was performed in accordance with Generally Accepted Auditing
Standards and the U.S. Comptroller General’s "Government Auditing
Standards™ (1988 Revision) and, accordingly, included such tests of the
accounting records, internal control structure and such other auditing
procedures as we considered necessary in the circumstances to determine
whether:

1) The fund accountability statement presents fairly the receipts
and erpenditures from September 1, 1987 to September 30, 1989,
according to the terms of the agreements, identifying
unsupported costs or those costs not considered allocable or
allowable under the agreements.

2) CDS’s internal control structure is sufficient to capture data
under the agreements and 1is adequate for the projects’
purposes.

3) CDS complied with the terms of the agreements and applicable
laws and regulations.

4) CDS has sufficient management capability to administer on-going
and future USAID/Haiti projects.
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5) €DS is financially capable of performing ongoing and future
USAID/Haiti projects.

The major audit procedures conducted during our work in order to mecet
the audit objectives consisted of:

Receipt

Confirming directly with USAID and IPPF/WHR the funding provided
to CDS under projects nos. 521-0194, 521-0189 and 521-0218 for the
period under audit.

Reconciling the projects’ funds with confirmations and reviewing
the bank reconciliations as of September 30, 1989.

Salaries

Analysing the cmployees’ salaries individually on a monthly basis
to verify the fluctuations to the appropriate supporting
documents.,

Fxamining cmployces’ files on a selected basis to determine if
they were conpletely in accordance with the projects’

requirements.

Determining that salary deductions are in accordance with
applicable local regulations. '

Procurement

Examining procurement documentation for the acquisition of
equipment, material and services to ascertain that the control
procedures and A.I.D. standard provisions were properly applied.

RESULTS OF THE_AUDIT

The Ceonters for Development and Hecalth maintained adequate accounting
records and sufficient evidential documents for the revenues and
cupenses related to USAID/Haiti funding, but not for the transactions

related to Other Income. We were not able to apply other auditing
procedures to satisfy ourselves as to the adequacy and the completennes
of the Other Income. In addition, our audit disclosed questionable

costs amounting to US § 78,861.

Because of the above scope limitations, we were unable to express an
opinion on the fund accountability statement of CDS for the period
September 1, 1987 to September 30, 1989.
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Internal Control Structure

We studied and evaluated the Centers for Development and Health'’s
internal control structure relative to the components of USAID/Haiti
Projects no. 521-0194, no. 521-0189 and no. 521-0218, for which it is
responsible in order to assess the control risks and to determine our
auditing procedures for the purpose of expressing an opinion on the fund
accountability statcment and not to provide assurance on CDS’'s internal
control structure taken as a whole. Due to the inadequacy of the
accounting reccords maintained for non-USAID funds, we were unable to
obtain a sufficient understanding of the design of relevant policies and
procedures relative to these funds and whether they have been placed in
opeérations, nor were we able to assess control risk relative to Other
Income. As a result, our study and cvaluation did not extend beyond a
preliminary review phase.

However, we noted the following findings, that we consider reportable
conditions under Generally Accepted Auditing Standards and the United
States Comptroller Gencral’s "Government Auditing Standards" (1988

Revision):

o (DS did not maintain adequate accounting records for the non-
USAID funds

o Some subgrantces supervised by CDS had major deficiencies

0 (DS lacked a defined inethod of allocation for common costs bet-
ween projects

o CDS lacked a defined method of allocating salary costs between
the projects

o CDS and subgrantees did not obtain quotations for some procure-
ments

o Salaries benefits were not properly allocated

0 Personnel files were not established by some subgrantees.

o0

ompliance with the Terms of Agrecements  and_ Applicable Laws and
lat

REAb) ons

O

Due to the inadequacy of Centers For Development and Health’s accounting
records maintained for other income, we were unable to evaluate the
CDS’s compliance with the terms of agreements and applicable laws and
regulations.
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As a result, we are not in a position to provide any assurance on items
tested as well as untested on compliance with the terms of agreements
and applicable laws and regulations. However, the results of our tests
of compliance disclosed the following material instance of non
compliance:

o Payroll taxes were not withheld.
Manaqgecment Capability

ChS has sufficient management capability to manage these and future
projects except for the following matter described in detail in the
managcinent capability section of this report:

o CDS administrative procedures are not documented and are not
applied on a consistent basis.

We defined sufficient management capability as meeting the
requircments/guidelines included in the statement of work. The
following arcas were considered relevant to the criteria expressed in
the statcment of work:

o accuracy and timeliness of submission of reports and other pro-
ject documentation

o performance of [inancial management and accuracy of financial
projections in relation to project needs

o documentation and application of procedures that meet the re-
quirements of the donors.,

Financial Capability

DS has sufficient financial capability to .manage and execute the
components of the USAID/Haiti Projects nos. 521-0194 and 521-0189 and
521-0218, for which it is responsible and future projects except for the
matter described in the financial capability sector of this report:

o CDS dees not have an integrated financial management informa-
tions and accounting systems

We defined sufficient financial capability as meeting the
requiraments/guidelines included in the statement of work. The
following arcas were considered relevant to the criteria expressed in
the statement of work:

o adequacy of accounting records

o adequacy of financial management information and accounting
systems
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MANAGEMENT COMMENTS

The draft report was discussed at the exit confercnce held on September
6, 1990, which was attended by representatives of RIG/AT, USAID/Haiti
and CDS. Additional explanation and/or ecvidence regarding certain
findings and costs initially questioned were provided, and where
appropriate, changes have been incorporated into this report. In their
written cemmeents on the report recommendations, included in annex I,
management cxpressed their general agrecement with the report comments
and provided information in measures taken for the implementation of the

KPMZ/ PIAJL/MW&&%









CENTERS FUR DEVELOPMENT AXD HealTH (CLs)
(CENTKES POUR LE DEVELOUPPEMENT EL LA SANTE - Ccbs)

USAID/Baiti Project no. 521-01Y4%

USALD/Haitl Project no. 521-ulyy

USALL/Haiti Project no. 521-0218
Other [ncome

Fund Accountability Statement

September 1, 1987 to September 30, 1959

(Expressed in US dollars - Note 1(d)

Project Project Project Other
Categories no. 521-UlY4 no. 521-U189 no. 521-U218 Income Total
Funding proviaed (note 1) $ 2,285,913 S 4u,698 S 779,951 $ 503,660 S 3,610,252
Expenditures:
AOPS YU4,501 - - - 9U4, 50!
INHSAC 362,300 - - - 362,300
Private voluntary organizations (note 3) 322,219 - - - 322,21y
Child Health Institute (CHL) 316,002 - - - 316,662
OUperations research (note 4) 151,951 - - 940 152,891
Eye-Care/March 78,0b5 - - - 78,005
CMSCS 60,935 - - - 6b,935
PLGNON 54,890 - - - 54,890
Salaries ana benefits lol,358 34,5884 299,159 340,852 842,253
Office expenses 65,331 1,086 30,453 15,332 112,202
Vehicle maintenance 51,496 - - 1,808 53,304
Audit 26,800 - - - 20,800
Utilities 12,497 - - - 12,497
Technical management 5,1u8 - - 1,075 0,783
Construction and renovation (note 5) - - 13,159 - 13,159
Medical supplies - 521 - 19,224 19,745
Equipment and maintenance - 285 1,026 2,983 4,894
Travel and per diem - - - 14,648 14,698
Other expenses (note o) - - - 85,713 85,718
Total expenditures $ 2,580,179 5 30,776 $ 344,397 $ 48Y.23¢ S 3,450,582
Excess or rfunding provided (expenditures) over
expenditures (funding provided) (294,260) 3,92: 435,504 14,430 159,07u
Fund balance, at beginning or period 3bo,y 3l (1,273, - 4,925 370,024
Fund balance, at end or perivd (note 7) S 72,005 S 2,090 5 <+35,504 S 19,35 s 530,294
See accompanying notes to the fund accountapility statement.
1) Total questionable cests amount to $ 78,861 ~ See note Y to the tund dgccountability statement for specific

questionable costs.

Page Y
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CENTERS FOR DEVELOPMENT AND HEALTH
(CENTRES POUR LE DEVELOPPEMENT ET LA SANTE - CDS)
USAID/Haiti Project no. 521-0194
USAID/Haiti Project no. 521-0189
USAID/Haiti Project no. 521-0218
Other Income
Notes to the Fund Accountability Statement
September 1, 1987 to Scptcember 30, 1989

(1) Nature of Operations and Summary of Significant Accounting
Policies

a) The Centers for Development and Health (CDS) was granted legal
recognition by a decree published in "Le Moniteir™ on August
31, 1987.

CDS received a grant from USAID/Haiti (Project no. 521-0194)
for an amount of $ 5,314,309 as amended in 1986. These funds
have been provided to enhance child survival through expansion
of primary health care service, testing and implementation of
targeted interventions. The project 1s conducted with the
participation of various subgrantees:

o Medical Social Center of Cité Soleil (Complexe Médico-
Social de la Cité Soleil -~ CMSCS)

o Eye Care/March

o Welfare Committee of Pignon (Comité de Bienfaisance de
Pignon)

o Child Health Institute (Institut Haitien de 1’Enfance -
CHI)

o Association of Private Organization of Health (Associa-
tion des Oeuvres Privées de Santé - AOPS)

o Haitian Institute of Community Health (Institut Haitien
de Santé Communautaire -~ INHSAC).

CDS also received a grant from USAID/Haiti (Project no. 521-
0218) for an amount of $9,945,000 of which $1,400,000 has been
obligated as of September 30, 1989, to carry out a program of
urban health services directed at improving the health status
of impoverished residents of five urban sites.



(1)

(2)
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CENTERS FOR DEVELOPMENT AND HEALTH
(CENTRES POUR LE DEVELOPPEMENT ET LA SANTE - CDS!
Notes to the Fund Accountability Statement

Nature of Operations and Summary of Significant Accounting

Policies (continued)

b)

c)

d)

CDS also received a subgrant from the International Planned
Parenthood Federation (IPPF/WHR) within the USAID/Haiti Project
no. 521-0189 to finance training courses on planned parenthood.
As of Septcmber 30, 1989, total funds received from IPPF/WHR
under this program amounted to 5$40,698.

CDS also received fuuds from various other sources in the form
of indirect grants.

The fund accountability statement has been prepared on the cash
basis of accounting. Consequently, funding provided is
recognized when received rather than when earned and
expenditures are recognized when paid rather than when the
obligations are incurred. The fund accountability statement
does not present the funding to be received nor the accounts
payable.

Expenditures are related to the disbursing of funds provided
from various sources to accomplish the objectives of the
projects discussed above.

The fund accountability statement is prepared in US dollars at
the official rate of exzchange of five haitian gourdes for one
US dollar.

Other Income

Other Income includes the following:

Johns Hopkins University (JHU) $ 363,408
Helen Keller International (KHI) 77,828
Family Health International (F.H.I.) 54,147
Family Planning International
Assistance (F.P.I.A.) 4,649
Program for Appropriate
Technology in Health (PATH) 3,628
$ 503,66

-t £ ]

The bonus calculated on the salaries of Project no. 521-0194 as of
September 30, 1989, and due in December 1989 has been transferred
to a bank account for other income since the Project was completed
on September 30, 1989.
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CENTERS FOR DEVELOPMENT AND HEALTH
(CENTRES POUR LE DEVELOPPEMENT ET LA SANTE - CDS)

Notes to the Fund Accountability Statement

(3) Private Voluntary Organizations (PVQ’s)

This category includes the subgrants awarded to the following

PVO’s:
CODNE $ 170,545
Save The Children 34,499
Minesota International Health
Volunteers (MIHV) 117,175
$ 322,219

(4) Operations_Research

This category includes subgrants awarded to the following
institutions:

Eye Care NOVA $ 129,372
Tessa Wadlaw 19,352
William Pape 3,994
June Pierre-Louis (767)
$ 151,951
(5) Construction and Renovation

A contract in the amount of $ 11,997 was signed in August 1989
with an engineer for renovation work of the roof and other areas
of the administrative building. As of September 30, 1989, an
advance «f $10,000 has been awarded under this contract.

(6) Other Expenses

The expenses incurred using other income are as follows:

Family Health International (FHI) $ 22,673
Program for Appropriate

Technology in Health (PATH) 313
Johns Hopkins University (JHU) 39,132
Helen Keller International (KHI) 23,600

$ 85,718



(7)

(8)

(9)
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CENTERS FOR DEVELOPMENT AND REALTH
(CENTRES POUR LE DEVELOPPEMENT ET LA SANTE - CDS)

Notes to the Fund Accountability Statement

Fund Zzalances

The find balances at September 30, 1989:

Project Project Project
# . 521-0194 # 521-0189 # 521-0218

3ank $ 68,777 $ 2,690 $ 317,735

Petty cash - - 5,176

. xdvances - - 92,600

iccount Receivable-EUHS 5,748 - 20,073
R. Boulos (100) - -

Difference not identi-

fyed {1,760) - -

$ 12,663 $ 2,690 S 435,584

Relat=d Party Transactions

a)

b)

c)

Centers for Development and Health (CDS) leases 1its office
space from Seahan Motors, a company owned by a board member of
CCS. The monthly rental fee is $800. The total rent paid by
CCS to Sachan Motors from Project no. 521-0194 amounts to
$17,600 for the twenty-five month period ended September 30,
1¢39. The rent for the months of July to September 1989
arounting to $2,400 was paid under the Project no. 521-0218.

During the twenty-five month period ended September 30, 1989,
Chs purchased equipment from Sanyo Ceonter, a company in which
becard members of Centers for Developrent and Health (CDS) are
stockholders. Of the total expenses examined, transactions
with this company were incurred for the purchase of equipment
in the amount of $2,495. These funds were disbursed from
Project no. 521-0194. Some maintenance expenses amounting to
$440 were also incurred with Universal Motors, a company in
which one board member of CDS is a stockholder.

Scme operating expenses of Project no. 521-0218 for per diem
were paid to CODNE and CHA, which are related parties.
Further, the operating expenses of CMSCS Health (Project no.
521~0218) were incurred in cash and reimbursed to Hospital St.
Cetherine or the Sisters, which are related to the Project.

Questionable Costs

According to A.I.D applicable regulations, costs charged to a

project must meet the following general criteria:



(9)
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CENTERS FOR DEVELOPMENT AND HEALTH
(CENTRES POUR LE DEVELOPPEMENT ET LA SANTE - CDS)

Notes to the Fund Accountability Statement

Questionable Costs (Continued)

a. Be reasonable for the performance of the project. A cost is
rcasonable if, in its nature or amount, it does not exceed that
which would be incurred by a prudent person under the same
circumstances.

b. Be allocable to the project. A cost is allocable in accor-
dance with the relative benefits received.

c. Conform to any limitations or exclusions set forth in the agree
ment in which the project is based.

I

d. Be adequately documented.

Ineligible <costs are all those <costs unallocable and or
unallowable in accordance with the terms of agreements and
applicable laws and regulations,. Unsupported costs are all those
costs not properly supported by the recipient, costs in excess of
the budgetcd amount per item and costs considered unreasonable
under the circumstances.

The following are costs incurred by CDS that were determined to be
guestionable because they did not conform or there was no adequate
evidence to determine if they did indeed conform, with one or more
of the above mentioned criteria:

Ineligible Unsupported
Budget categories Costs Costs Total
Project no. 521-0194:
Accounts receivable-CHI § 66,509 $ - $ 66,509
Accounts receivable-
Eye Care NOVA 1,803 - 1,803
Fund balamnce difference - (1,761) (1,761)
USPVO’s (difference) 874 - 874
Save the Children (dif-~-
ference between bank
and cash status report) 488 - 488
Gasoline expenses 10,428 - 10,428
Total $ 80,102 $ (1,761) S 78,341
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CENTERS FOR DEVELOPMENT AND HEALTH
(CENTRES POUR LE DEVELOPPEMENT ET LA SANTE - CDS)

Notes to the Fund Accountability Statement

(9) Questionable Costs (Continued)

Ineligible Unsupported
Budget categories __ Costs Costs Total
Balance carried over $ 80,102 $ (1,761) § 178,341
Proiject no. 521-0218:
Salaries and benefits
CDS 260 - 260
Salaries EUHS-Bonus
incorrect 260 - 260
§ 80,622 $ (1,761) $ 78,861

(10) Commitments - Project no. 521-0194

The accounts payable related to services received and goods
purchased prior to September 30, 1989 are as follows:

Computer costs for AOPS $ 31,200
CHI expenses 5,083
Construction contract 3,485
INHSAC expenses 3,281
Purchase of two Cherokee Motors 1,586
Interest and bank service charges

equitable banks 406
Office supplies 262

$ 45,303
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CENTERS FOR DEVELOPMENT AND HEALTH
(CENTRES POUR LE DEVELOFPEMENT ET LA SANTE - CDS)

USAID/Haiti Project no. 521-0191
USAID/Haiti Project no. 521-0189
Other Income

Laws _and Requlations

Compliance with the Terms of the Agreements and Applicable

indings

1 Payroll taxes were not_withheld
Condition:

CPS neither declares employees’ salaries to tax authorities nor makes
withholdings for Social Security (Office Nationale d’Assurance, ONA).

Criteria:

All organizations should comply with Haitian laws which include payroll
withholdings.

Canses

Previous laws were not explicit on the tax obligations of nonprofit
organizations and their employees. Consequently, payroll taxes have
never been withheld nor claimed by the tax authorities.

Effect:

The institution may have a contingent liability for taxes not withheld.
We were unable to estimate the amount of the contingent tax liability,
due to insufficient documentation.

Recommendat ion:

We recommend that the organization obtain a statement from the tax
authorities or discuss with them the tax status of its employees, in
view of the fact that ralaries of cmployees of nonprofit organizations
may be tax exonerated.
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