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MEMORANDUM 

TO: D/USAID/Haiti, David Cohen 

FROM: RIG/A/T, Reginald Howard '11 gK 

SUBJECT: Audit of USAID/Haiti Project Components Managed by the Haitian Institute 
of Community Health, September 1, 1987 to September 30, 1989 

This report presents the results of a non-Federal financial audit of the Haitian Institute
of Community Health (Institute)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/Haiti Project No.
521-0194 and the Private Sector Family Planning Project - USAID/Haiti Project No. 521
0189. The accounting firm of KPMG Peat Marwick prepared the report which is dated 
October 29, 1990. 

The Institute is a private voluntary organization established to provide technical and
practical training in community health for doctors, nurses, community health workers,
family plarning promoters and others. A.I.D. funds were provided to the Institute
through subgrants for a variety of activities. Under the Mobilizing Mothers for Child
Survival Project, these funds financed the development and delivery of training for child
survival, and under the Private Sector Family Planning Project the funds financed
training courses on planned parenthood. The audit coverage included $587,906 ofA.I.D. 
funds advanced as well as other revenue totaling $24,881. 

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 Institute's internal control 
structure, (3) the Institute's compliance with terms of the agreements and applicable laws
and regulations, and (4) the Institute's financial and managerial capability to administer 
ongoing and future USAID/Haiti projects. 

Peat Marwick found that although the Institute 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 Institute's fund accountability
statement. The auditors questioned costs totaling $1,370 related to the Mobilizing
Mothers for Child Survival Project and $43,656 related to the Private Sector Family
Planning Project. 



With respect to the internal control structure of the Institute, 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 Institute as a whole, undocumented policies and
procedures, and inadequate budgetary controls. 

Peat Marwick was unable to express an opinion concerning the InstItute's compliance
with agreement terms and applicable laws and regulations, due to the previously
mentioned scope limitations. The auditors did, however, identify two material areas of
non-compliance concerning budget variations and Haitian tax law. 

In its reports on management and financial capability, Peat Marwick issued qualified
opinions because administrative procedures had not been documented, an adequate
integrated financial information and accounting system had not been developed, and 
cash flow projections had not been systematically prepared. 

The draft report was discussed with Mission officials and Institute representatives on 
September 6, 1990. The Mission and the Institute generally concurred with all findings
and recommendations; however, the Institute disagreed with the questioned costs and
provided additional information concerning the amounts questioned. The audit report
was changed, where appropriate, after considering the additional information provided. 
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 Haitian Institute of
Community Health for the following questioned costs identified in the Peat Marwick 
report dated October 29, 1990: 

a. ineligible costs of $33,202 associated with a production (printing) unit in 
connection with USAID/Haiti project Nos. 521-0194 and 521-0189; and 

b. unsupported costs of $11,824 representing construction and renovation costs in 
connection with USAID/Haiti project No. 521-0189. 

Recommendation No. 2 

We recommend that USAID/Haiti, in conjunction with the Haitian Institute of 
Community Health, develop an action plan including an implementation timetable which
will enable the Institute to correct the problems concerning its accounting system,
internal controls, compliance, and management and financial capability 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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Peat Marwick 
Certified Public Accountants . 

2001' M. Street, N.W. Telephone 202 467 3000 Telecpe 20 2329 
Washington, DC 20036 440477 PMMDCUIcoir222319'Telex 

Mr. Reginald Howard
 
Regional Insector General For Audit
 
U.S. Agency for International Development
 
Tegucigalpa, Honduras, C.A.
 

Dear Mr. Howard:
 

This report presents the results of our financial audit of the Haitian
 
Institute of Community Health 
(Institut-flaitien de Sant6-Communautaire----

INHSAC) including the components of the Mobilizing Mothers for Child 
Survival and the Private Sector Family Planning, USAID/Haiti Projects
 
no. 521-0194 and 521-0189, managed by. INHSAC, for the period September
 
1, 1987 to September 30, 1989.
 

BACKGROUND 

Haitian Institute of Community Health (INHSAC) is a private voluntary

organization incorporated under Haitian Law since. 1986, but 

4,4'
 

recognized
 
as a non-governmental agency. by a Law Decree published in ,e'I Moniteur,...
 
on August 31, 1987 'INHSAC's main purposes' re to Provide technioalaiid. if :

practical training in community health for doctors, nurses, community

health workers, family planning promoters and others. It develops and
 
delivers training for all 
 of 'the Child Survival Projects and its resources consist of two main subgrants obtained from .the U.S. Agency . , 'for:International.Development in Haiti (USAID/Haiti)...
.
 

USAID/Haiti signed a cooperative agreement for the Mobilizing Mothers 
for Child Survival Project, USAID/Haiti Project no. 521-0194, with the
 
Haitian Arab Center (currently Centers for Development and Health - CDS)

for an amount of $5,314,300, as amended 
 in 1986. The purpose of the
 
project 
 was to enhance child survival through expansion of primary

health care services, testing and , implementation of targeted

interventions. The project was to be coordinated and '"managed by the
 

'Centers for Development 
and Health (CDS) and conducted with the
 
participation of various subgrantees. As part of this 
 project, INHSAC
 
received a subgrant from CDS for an amount 
 not .'to exceed $525,000, todevelop and deliver training for Child Survival Projects. Project " 

activities emphasize marketing of Oral Rehydration Techniques- (ORT) and
family planning 'and the Use of mass media for health education.
 

On August 20, 1986, USAID/Haiti signed a'cooperative -agreement for.-the 
Private Sector Family Planning, Project (USAID/Ha5t " no".521lProject 
0189) 'with the International Planned, 
Parenthoo Federation, Western

'Hemisphere Region Inc. (IPPF/WHR). 'The agree~ment included&a subgr-ant to 
INHSAC to finance training courses on planned Parenthood . .' 

***E~~~MemberFIrm ol ed~r'" "'~;1~4~"'44' 


log lynveld Peat MarwlckGo a '49 ' 
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INHSAC also generates other revenues from 
fees paid by students and
 
services charged for organizing seminars for 
foreign universities, and
 
local institutions.
 

AUDIT OBJECTIVES AND SCOPE
 

The objective wns 
to conduct a financial audit of INHSAC taken as a

whole, including the funds 
received from CDS as a sub-grantee under the
 
Mobilizing Mothers for Child Survival USAID/Haiti Project no. 521-0194,
 
from IPPF/WHR for the Private Sector Family Planning USAID/Haiti Project

no. 521-0189, during the period September 1, 1987 to September 30, 1989,
 
and all other revenues generated by INHSAC.
 

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 
and such other auditing procedures as we considered
 
necessary in the circumstances to determine whether:
 

1) The fund accountability statement presents fairly its 
 receipts

and expenditures 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) INHSAC's 
 internal control structure is sufficient to capture

data under the agreements and is adequate for the project
 
purposes.
 

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

4) INHSAC has sufficient management capability to administer on
going and future USAID/Haiti projects.
 

5) INHSAC is financially capable of performing ongoing and 
future
 
USAID/Haiti projects.
 

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

Receipts
 

Confirming directly with CDS and IPPF/WHR the funding provided to

INHSAC under projects nos. 521-0194 and 521-0189 for the period
 
under audit.
 

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

Analysing the employees' salaries individually on a monthly basis
 
to verify the fluctuations to the appropriate supporting
 
documents.
 

Examining employees' files on a selected basis to determine if
 
they were completely in accordance with the projects'
 
requirements.
 

Determining that salary deductions are in accordance with
 
applicable local regLlations.
 

Procurement
 

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

RESULTS OF THE AUDIT
 

Fund Accountability Statement
 

INHSAC maintained adequate accounting records and sufficient evidential
 
documents for the revenues and expenses 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 completeness of the other income. In addition, our
 
audit disclosed questionable costs amounting to US $ 45,026.
 

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

Internal Control Structure
 

We studied and evaluated INHSAC's internal control structure relative to
 

the components of USAID/Haiti projects no. 521-0194 and no. 521-0189 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 statement of INHSAC and not to
 
provide assurance on INHSAC's internal control structure taken as a
 
whole. Due to the inadequacy of the accounting records 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 operations, nor were we able to
 
assess control risk relative to other income. As a result, our study
 
and evaluation did not extend beyond a preliminary review stage.
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However, we noted the following findings, that we consider reportable
 
conditions under Generally Accepted Auditing Standards and the United
 
States Comptroller General's "Government Auditing Standards" (1988
 
Revision):
 

1. INHSAC did not maintain adequate accounting records for oiher
 
income.
 

2. Expenses were incurred for the production unit while the ac

tivities had not started.
 

3. INHSAC did not have an effective budget control system.
 

4. INHSAC lacked a defined method of allocating salary costs bet
ween projects.
 

5. INHSAC lacked a defined method of allocation for common costs
 

between projects.
 

6. INHSAC did not always follow established procedures for vou

cher approval.
 

7. INHSAC did not obtain bid quotations for all its procurements
 

8. Board members decisions were not documented in the minutes
 

Compliance with the Terms of Agreements and Applicable Laws and
 
Regulations
 

Due to the inadequacy of !NHSAC's accounting records maintained for the
 
Other Income, we were unable to evaluate INHSAC's compliance with the
 

terms of agreements and applicable laws and regulations.
 

As a result, we are not in a position to provide any assurance on items
 

tested, as well as untested items on compliance with the terms of
 
agreements and applicable laws and regulations. However, the results of
 

our test of compliance disclosed the following instances of non
 
compliance:
 

o One budget variance exceeded the 10% limit
 
o Payroll taxes were not withheld.
 

Management Capability
 

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

1. INHSAC administrative procedures were not documented and were
 
not applied on a consistent basis.
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Managemnent Capability (continued)
 
i,., wi----dind isufcenL-management.- capability---as-- meeting---"-he-

requirements/guidelines included the
in statement of work. The
following areas were considered relevant 
to the criteria expressed in
 
the statement of work:
 

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

o 	performance of financial 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
 

IWHSAC has sufficient financial capability to manage execute
and the,.

components of USAID/Haiti Projects nos. 521-0194 and 
 521-0189, for

which it is responsible and future projects, except for the matters

described in 
findings 1 and 2 in the financial capability section of
 
this report:
 

1. 	INHSAC did not have an 
integrated financial management informa
tion and accounting system.
 

2. 	INHSAC did not systematically prepare cash flow projections.
 

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

o 	 adequacy of accounting records 

O 	adequacy of financial management information and accounting
 
systems
 

MANAGEMENT COIMENTS 

The draft report was discussed at the exit conference held'on September

6, 1990, which was attended by representatives of RIG/AT, USAID/Haiti

and INHSAC. In this meeting and in their formal 
reply to our report,

included in annex I, management expressed their general agreement withthe report recommendations 
 on the internal control structure and
provided information on measures 
taken to implement the recommendations.' 
However, management disagreed with the questioned costs. Additionalexplanations and/or evidence regarding certain findings and costs

initially questioned were provided and, where appropriate, changes have

been incorporated into this report. 
 ;
 

owl. 
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(INSTITUTr FAITIEN DE SAN4TE COMI4UNAUTAIRE 
-INHSAC) 

USAID/Haiti Project no. 521-0194
 

USAID/Haiti Project no. 521-0189
 

Other Income
 

Fund Accountability Statement
 

Independent Auditor's Report
 

We were 
engaged to audit the accompanying fund accountability statement
 
of the Haitian Intitute of Community Health (Institut. Haitien de Sant:6
 
Communautaire - INIISAC) ii-cluding the components of the Mobilizing

Mothers for Child Survival and 
the Private Sector Family Planning

Projects ranaged by INHSAC and Other Income for the period September 1,

1987 to 
S,: ptember 30, 1989. The fund accountability statement is the
 
responsibility of INHSAC's management.
 

We attempted to conduct our audit in accordance with Generally Accepted

Auditing Standards and the ' United States Comptroller General's 
"Government Auditing 
Standards" (1988 Revision)". Those standards
 
require that we' plan and perform the audit to obtain 
reasonable
 
assurance about whether the fund accountability statement is free. of
 
material misstatement.
 

INHSAC did not maintain adequate accounting. records and sufficient
 
evidential documents for the revenues 
and expenses from other than
 
A.I.D. sources 
of funds. We were unable t6. apply other auditing

procedures to satisfy ourselves as to the. propriety of such other
 
funding and as to the completeness of the revenues 
and expenses from
 
other sources.
 

Since we were unable to reasonably determine the materiality of the
 
other income, as previously mentioned 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.
 

As described in note l(b), the fund accountability statement was
 
prepared 
on. the basis of. cash receipts and disbursements, which is a
 
comprehensive basis of accounting other than generally accepted 
accounting principles. 

As described in note 8, the accompanying fund accountability statement 
includes expenditures of $ 45,026 considered questionable' costs. These 
costs are discussed in the "findings and recommendations" section of
 
this report. USAID/ laiti will make 
a final determination as to whether ,,
 
these costs are allowable under the terms of the agreements.
 

Mornbe~irtno 

long Kllyvol Pon Mar~ckGoerelo 
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This report is intended solely for the use of the US Agency for
 
International Development and INHSAC. 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.
 

October 20, 1989
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

USAID/Haiti Project no. 521-0194
 
USAID/Haiti Project no. 521-0189
 

Other Income
 

Fund Accountability Statement
 

For the period September 1, 1987 to September 30, 1989
 

(Expressed in US dollars - Note l(d)
 

Project Project Other
 
CateQories no. 521-0194 no. 521-0189 Income Total
 

Funding provided (note 1) $ 332,045 $ 255,861 $ 24,881 $ 612,787
 

Expenditures: 
Salaries 191,091 123,246 - 314,337 
Health communication 

(note 3) 89,155 - 89,155 
Construction and re
novation (note 4) - 75,824 - 75,824 

Building maintenance 3,705 - 3,705 
Rent and utilities 

(note 5) - 15,899 - 15,899 
Supplies and other costs 13,896 - - 13,896 
Office supplies 
Training of trainers 
In-country training 

-
9,394 
6,145 

9,212 
-
-

-
-
-

9,212 
9,394 
6,145 

U.S. training courses - 38,469 - 38,469 
Courses honoraria 
Equipment (note 5) 

-
33,440 

13,671 
82,668 

-
-

13,671 
116,108 

Transport 15,946 - - 15,946 
Gas and vehicle 
maintenance 

Audit 
Publications, printing 

-
-
3,239 

8,099 
8,600 
5,389 

-
-
-

8,099 
8,600 
8,628 

Miscellaneous - 818 - 818 
Other expenses (note 6) - - 22,017 22,017 

Total expenditures $ 362,306 $ 385,600 $ 22,U17 $ 769,923 

Excess of (expenditures over
 
funding provided) funding
 
provided 
 (30,261) (129,739) 2,864 (157,136)
 

Fund balance at beginning
 
of period 
 30,381 184,370 8,136 222,887
 

Fund balance at end of
 
period (note 7) $ 
 120 $ 54,631 $ 11,000 $ 65,751
 

See accompanying notes to the fund accountability statement.
 

1) Total questionable costs amount to $ 45,026. 
 See note 8 to the fund
 
accountability statement for specific questionable costs.
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

Notes to the Fund Accountability Statement
 

) 	 Nature of Operations and Summary of Significant Accounting
 

Policies
 

a) 	INHSAC was granted legal recognition by a Law Decree published
 
in "Le Moniteur" on August 31, 1987. Its main objective is to
 
promote community health in Haiti.
 

INHSAC received a subgrant of U.S. $525,000 from the Centers of
 
Development and Health (CDS) within the USAID/Haiti Project no
 
521-0194. These funds were provided to develop and deliver
 
training for all of the Child Survival Projects. Project
 
activities emphasize social marketing of Oral Rehydration
 
Techniques (ORT) and family planning and the use of mass media
 
for health education. As of September 30, 1989 the total funds
 
disburs.d by CDS to INHSAC under this program amounted to
 
$519,053. INHSAC has a global budget and we were unable to
 
determine the budget allocable per year to this particular
 
project since the budget is on a global nature.
 

INHSAC received a subgrant from the International Planned
 
Parenthood Federation (IPPF/WHR) within USAID/Haiti Project no.
 
521-0189. These funds have been provided to INHSAC to deliver
 

training courses on planned parenthood.
 

INHSAC generates other revenues from fees paid by students and
 
services charged for organizing seminars for foreign
 
universities, and local institutions.
 

b) 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
 
obligaticns are incurred. The fund accountability statement
 
does not present the funding to be received nor the accounts
 
payable.
 

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

d) The fund accountability statement is prepared in US dollars at
 
the official rate of exchange of five haitian gourdes for one
 
US dollar.
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

Notes to the Fund Accountability Statement
 

(2) Other Income
 

Other income includes the following:
 

Johns Hopkins University $ 6,000 
Student fees 4,790 
Funds for payment of bonus (a) 4,905 
Public health 3,000 
Sale of booklets to AOPS 3,000 
Fees from special courses 1,420 
Donations and other 1,766 

$ 24,881 

(a) 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 the bank account used for other income, since
 
the project was completed on September 30, 1989.
 

(3) Health Communication - Prolect no. 521-0194
 

This category includes the purchase of a pick-up truck for $18,212
 
for the production unit in accordance with the budget truck
 
description.
 

(4) Construction and Renovation - Prolect no. 521-0189
 

A contract in the amount of $ 57,201 was si.gned with a firm for
 
the construction of school classrooms. As of September 30, 1989,
 
an amount of $2,860 representing a guaranteed deposit, remains to
 
be disbursed. INHSAC has initiated a legal suit against the
 
contractor for inadequate performance of the contract.
 

(5) Related Party Transactions
 

During the twenty-five month period ended September 30, 1989,
 
INHSAC purchased equipment from Sanyo Center, a company in which
 
some board members of Centers for Development and Health (CDS) are
 
stockholders. Of the total expenses examined, transactions with
 
this company were incurred for construction and renovation in the
 
amount of $18,430 and equipment for $4,960. These funds were
 
disbursed respectively from Project nos. 521-0189 and 521-0194.
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

Notes to the Fund Accountability Statement
 

INHSAC has also signed a lease agreement for the production unit
 
with Saehan Motors for a period of two years expiring August 31,
 
1989. Total rent expense as of September 30, 1989 amounts to
 
$15,000. Saehan Motors is owned by a board member of CDS.
 

INHSAC sold booklets to AOPS, an affiliated institution, for an
 
amount of $ 3,000, and also collected student fees from AOPS for a
 
course held for them. These revenues were recorded in other
 
income.
 

The above transactions were incurred in the normal course of
 

business.
 

(6) Other Expenses
 

The expenses incurred using other income are as follows:
 

Seminar expenses
 
Johns Hopkins University $ 10,101
 
Public Health 1,362
 

Excess of purchase price
 
ot vehicle 2,500
 

Graduation fees 1,803
 
Office supplies 1,650
 
Professional fees 800
 
Car rental 700
 
Other 3,101
 

$ 22,017 

(7) Fund balances, at end of period
 

The fund balances at September 30, 1989 represent cash in banks
 
and on hand.
 

(8) Ouestionable Costs
 

According to A.I.D applicable regulations, costs charged to a
 
project must meet the following general criteria:
 

a. Be reasonable for the performance of the project. A cost is
 
reasonable if, in its nature or amount, it does not exceed that
 
which would be incurred by a prudent person under the same
 
circumstances.
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

Notes to the Fund Accountability Statement
 

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
 
agreement in which the project is based.
 

d. Be adequately documented.
 

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

The following are costs incurred by INHSAC that were determined to
 
be questionable 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 cateQories costs costs Total
 

Project no. 521-0194:
 

Salaries - Prc .iction 
unit $ 1,370 $ - $ 1,370 

Project no. 521-0189:
 

Rent - Production unit 15,000 - 15,000 
Leasehold improvement
production unit 11,309 - 11,309 

Salaries - Production
 

unit 5,523 - 5,523 

Construction and reno
vation - excess budget - 11,824 11,824 

$ 33,202 $ 11,824 $ 45,026 

The ineligible costs were incurred during the period September 1,
 
1987 to September 30, 1989 for a production unit which started
 
operations in January 1990. The rental fee is paid to Seahan
 
Motors, a related party, as explained in note 5.
 



Page 13
 

HAITIAN INSTITUTE OF COMMUNITY HEALTH
 

(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

Notez to the Fund Accountability Statement
 

(9) Commitments - Project no. 521-0189
 

a) A lease for the workshop space has been signed for a period of
 
four years with Saehan Motors for a monthly rental fee of $600,
 

which expires in August 1991. Saehan Motors is owned by a
 

board member of CDS and is therefore a related party.
 

b) As explained in note 4, a guarantee deposit of $ 2,860 remains
 

to be paid on the construction contract.
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:/ . ." . : i/':i. USAID/Ilaiti :Project no: . 521"0194. " ! i t,-: - : 

,.Ot h er In c ome 
 . --

Contr01 S"tructur" "nternal. 

a.IndependentAuditor's Report 

WeC were engaged to audit the fund 
accountability statement ofthe
 

Haitian Institute of Community Health (INHSAC) including the_ components iS of the Mobilizing Mothers of Child Survival and the Private-SectorFamily Planning Projects nos. 521-0194 and 521-0189, maed/" by INH"SAC 
report thereon dated October 20, 1989 in which we disclaimedean opinion199 

due to limitations in the scope of our work. 
The management of INHSAC is responsible for establishing and maintaining
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Due to the inadequacy of the accounting records maintained for non
 
USAID/Haiti 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 operation; nor were we able
 
to assess control risk relative to other income. As a result, our study
 
and evaluation did not extend beyond a preliminary review stage.
 

However, we noted the matters described as findings 1 to 7 in the
 
following pages, involving the internal control structure and its
 
operation that we consider to be reportable conditions under standards
 
established by the American Institute of Certified Public Accountants.
 
Reportable conditions involve matters coming to our attention relating
 
to significant deficiuncies in the design or operation of the internal
 
control structure that, in our judgment, could adversely affect the
 
entity's ability to record, process, summarize and report financial data
 
consistent with the assertions of management in the fund accountability
 
statement.
 

A material weakness is a reportable condition in which the design or
 
operation of the specific internal control structure elements does not
 
reduce to a relatively low level the risk that errors or irregularities
 
in amounts that would be material in relation to the financial
 
statements being audited may occur and not be detected within a timely
 
period by employees in the normal course of performing their assigned
 
functions.
 

Oilr consideration of the internal control structure would not
 
necessarily disclose all matters in the internal control structure that
 
might be reportable conditions and, accordingly, would not necessarily
 
disclose all reportable conditions that are also considered to be
 
material weaknesses as defined above. We believe that the reportable
 
conditions included in findings 1 to 4 in the following pages are
 
material weaknesses.
 

This report is intended solely for the use of INHSAC 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.
 

October 20, 1989
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 

(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

USAID/Haiti Project no. 521-0194
 
USAID/Haiti Project no. 521-0189
 

Other Income
 

Internal Control Structure
 

Findings
 

1. 	 INHSAC did not maintain adequate accounting records for other
 

income
 

Condition:
 

INHSAC recorded the cash receipts generated mainly from program income
 

such as seminar fees, together with funds that the institution manages
 

for a foreign institution. Financial reports were not prepared for the
 

revenues it generates from these activities, which are reportable to
 
USAID/Haiti.
 

Criteria:
 

Revenues generated from the activities financed by USAID/Haiti funds
 

should be properly accounted for and reported to USAID/Haiti. Funds
 
managed for other projects should be properly segregated.
 

Cause:
 

INHSAC's management was not aware of the requirement to report this
 
program income to USAID/Haiti.
 

Effect:
 

The information relative to other income was not available or was
 
incomplete at the time we conducted our audit.
 

However, we have identified the amount of program revenue as stated in
 
note I to the fund accountability statement, representing student fees
 

of $4,790 and fees from special courses of $1,420. Since we could not
 

determine the completeness of the other income we disclaimed an opinion
 
on the fund accountability statement,
 

Recommendation:
 

INHSAC should follow proper accounting and reporting procedures for the
 

revenues it generates from the activities financed by USAID/Haiti.
 
Funds managed for other entities should be accounted for separately.
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2. 	 Expenses were incurred for the Production Unit while the activi

ties had not started
 

Condition:
 

INHSAC incurred for more than one year administrative expenses for the
 
Production Unit, such as rent, salaries, leasehold improvements
 
amounting to $33,202, even though the activities did not start until
 
January 1990.
 

Criteria:
 

Expenses incurred must be allocable to the activities of the project, in
 
accordance with the relative benefits received.
 

Cause:
 

The production machinery which was ordered through IPPF/WHR and paid 
directly by them was received much later than projected and INHSAC 
encountered several difficulties in its installation. In the meantime
 
INHSAC had secured space, facilities and personnel for its operations.
 

Effect:
 

The expenses incurred for the Production Unit amounting to $ 33,202 were
 
considered as unallocable to the period under audit and questionable,
 
although they were approved in the work plan of INHSAC, as stated in
 
note 8 to the fund accountability statement.
 

Recommendation:
 

We recommend that INHSAC obtain a written determination from the grantor
 

concerning whether costs incurred in the production unit are allocable
 
and allowable as start-up costs for the period under audit.
 

3. 	 INHSAC did not have an effective budget control system
 

Condition:
 

The actual disbursements of INHSAC as of September 30, 1989 for Project
 
no. 521-0189 exceeded some budget categories over the maximum percentage
 

allowed by IPPF/WHR as follows:
 

Excess of budget % of
 
Budaet Actual over actual excess
 

Project no. 521-0189
 

Construction and re 
novation: (FY-88) $ 40,000 $ 48,131 $ (8,131) 20% 

(FY-89) $ 24,000 $ 27,693 $ (3,693) 15% 
$ 11,824 

Further, some disbursements were not classified in the proper budget 
category. 
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Criteria:
 

An effective budget control system should be established to assure that
 
actual disbursements are approved within the 
limits of the budget, and
 
are classified in the appropriate category.
 

Cause:
 

The did
grantee request from IPPF/WHR writa ten approval for actual 
expenditures 
advised that 

exceeding the 
these were, 

budget categories by 10%. We 
in general, discussed verbally 

have 
with 

been 
the 

grantee. 

Further, some disbursements were classified in relation to 
the activity
 
instead of the nature of the expense.
 

Effect:
 

Actual disbursements in a category exceeding the budget by 10% or more,
 
without a written 
approval, have been reported as questionable in the
 
amount of $ 11,824.
 

We made reclassification entries 
 which are reflected in the fund
 
accountability statement.
 

Recommendation:
 

INHSAC should put in place an encumbrance journal, as required by

USAID/Haiti, as well as a management control system to properly forecast
 
actual expenditures, approve expenditures 
only when there is budget
 
availability and take the necessary steps 
to request amendments of the
 
budcet, if necessary.
 

INHSAC's 
management should review the classification of disbursements
 
and clarify it with the donors when in doubt.
 

4. 	 INHSAC lacked a defined method of allocating salary costs between
 
prolects
 

Condition:
 

Salaries allocations between projects were not based on employee

involvement in each project. The allocation basis 
was established at
 
the beginning of 
the project, based on the budget established by each
 
project agreement.
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Criteria:
 

Allocation of salary costs between the projects should be based on the
 

l.vel of participation of each employee to the project activities.
 

Cause:
 

Salary allocation was done arbitrarily for each project, based on the
 
availability of funding. The basis for the allocation of salary costs
 
is the grant budgets which, in the opinion of management, approximates
 

the time invested in each project.
 

Effect:
 

The allocation of salary costs between projects is based on the
 

established budget. Since both projects related to USAID funding and
 

all employees were actually assigned to these projects, this deficiency
 
has not resulted in questionable costs.
 

Recoirrnendation:
 

We reconend that INHSAC's management document the rationale used for
 
the allocation of salaries based on the level of participation in each
 
project's activities, as analyzed and agreed upon by the grantors.
 

5. 	 INHSAC lacked a defined method of allocation of common costs bet
ween projects
 

Condition:
 

Allocation of expenses such as photocopy, gasoline and supplies between
 
Projects no. 521-0194 and no. 521-0189 is done on an arbitrary basis,
 
depending on the availability of funds.
 

Criteria:
 

The allocation uf expenses between the two projects should be based on
 

the level of activity of each project.
 

Cause:
 

INHSAC did not have established procedures related to cost allocation
 
between projects.
 

Effect:
 

The allocation of common costs between projects is based on the
 
established budget. Since both projects related to USAID funding this
 
deficiency has not resulted in questionable costs.
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Recommendation:
 

We recommend that a policy be established for the allocation of expenses
 

between the AID funded projects. Factors such as the percentage of
 

activity, or direct use by a project should be taken into account.
 

6. 	 INHSAC did not always follow established procedures for voucher
 
approval
 

Condition:
 

Eight out of fifty one check vouchers examined were not signed by the
 

executive director and one item was not sufficiently supported.
 

Criteria:
 

According to INHSAC procedures, all check vouchers must be signed by the
 

executive director and the executive officer of the project, before
 

signing the checks.
 

Cause:
 

The disbursements were not planned in advance, sometimes causing a last
 
minute rush in the absence of the Executive Director.
 

Effect:
 

INHSAC did not comply with established procedures. Even though the
 

Excutive Director is aware of each disbursement, his approval is not
 
documented. We examined later a copy of the misplaced invoice.
 

Recommendation:
 

IR'HSAC should reinforce its administrative structure to ensure the
 

proper application of procedures and controls approved by the board and
 

ascertain that all purchases are well documented prior to payment.
 

7. 	 INHSAC did not obtain bid Quotations for all its procurements
 

Condition:
 

INJISAC did not obtain bid quotations for five purchases totaling $3,321
 
which were in excess of the $ 250 limit, as required by the standard
 
provisions included as part of the project agreements siqned with
 
USAID/flaiti.
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Criteria:
 

According to A.I.D requirements, three bid quotations must be obtained
 
for all procurement of goods in excess of $250.
 

Cause:
 

Information obtained indicates that often only one supplier had the
 

goods needed or that some suppliers did not want to provide quotations.
 

Effect:
 

There is no evidence that INHSAC obtained the best terms and conditions
 
available to the project, for these purchases. However, the prices paid
 
were found to be reasonable based on the prevailing market conditions.
 

Recommendation:
 

INHSAC should adhere to procurement procedures and controls required by
 
project agreements to ensure that all purchases are procured at the most
 
advantageous terms and conditions available to the project.
 

Any exception to these procedures should be properly documented by
 
management.
 

8. Board members decisions were not documented in the minutes
 

Condition:
 

The decisions taken by board members are not documented in minutes or
 

other documentation.
 

CriLeria:
 

Major decisions taken by the board should have been properly documented,
 

as evidence of their ap--roval.
 

Cause:
 

Minutes or other form of documentation were not maintained by the board
 
memberi.
 

Effect:
 

The approval process of the board members for certain major financial
 
decisions was not documented.
 

Recorrutiendat ion:
 

We suggest that board members document the major decisions taken in 

minutes with written documentation. 
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HAITIAN INSTITUTE OF COMMUNITY HEALTH 
(-INS TI-TUT-.HA-IT I EN-ESIT--CIIUAT SCV 

USAID/Haiti Project no. 5,21-0194
 
USAID/Haiti Project no. 521-0189
 

Other income
 

Corlie with the Terms of Aqreements and licable
 

Laws and Regulations
 

.Indep~ndent Auditor's Rep..ort
 

We were engaged to audit the fund 
accountability statement of the

Haitian Institute of Community Health (INHSAC) including the components
of the Mobilizing Mothers of Child Survival and the Private- Sector 
Family Planning Projects no. 524-0194 and 521-0189 managed by INHSAC for
the period September 1, 1987 to September 30, 1989, 
and we issued our
 
report thereon dated October 20, 1989, in which we disclaimed an opinion

due to limitations in the scope of our work.
 

The management of Haitian Tnstitute 
of Community Health is responsible

for INHSAC's compliance with the terms of agree:ients and applicable laws
 
and regulations.
 

Due to the inadequacy of the accounting records maintained for the 
non
USAID/Haiti funds, we were unable to obtain 
sufficient documentation
 
supporting INHSAC's compliance 
 with the terms of agreements and

applicable laws and regulations, nor were 
we able to satisfy ourselves
 
as to INHSAC's compliance with these requirements by other auditing
 
procedures.
 

Because of the matter described in the preceding paragraph, the scope of
 
our audit work is not sufficient to enable us to provide, and we do not

provide any assurance on "tested, or untested 
items as to 'their
 
compliance with the 
 terms of agreements and applicable laws and
 
regulations.
 

Material instances of noncompliance are fai.lures to follow requirements,

or violations of prohibitions, contained 
in statutes, regulations,

contracts or grants that 
cause us to conclude that the "aggregation of

the misstatements resulting from 
these failures or violations' is
material to the fund accountability statement. The-results of our tests
Of compliance disclosed the material 4 on'on
instances of compliance

described as 
findings 1 and 2 on the following pages.
 

We considered these material 
instances 'of noncompliance 'in forming our ..

opinion on whether INHSAC's fund accountability statement is
fairly, in all.material presented
respects in conformityith generally acceped 
accounting principles, and this report does not affc
October 20, -1989 on' this' financial statoment.ecorrprtdtd 

~~~~~MamberFlrmo~4 
4 ~ 4 *. ~ logo~~ Klynvold Peat Matwfck Goordelayor ,- 5 
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This report is intended solely for the use of the U.S. Agency for 
International Development and INHSAC. This restriction is not intended
 
to limit the distribution of this report which, upon acceptance by the 
Offico of the Inspector General, is a matter of public record.
 

October 20, 1989 KP4 6
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

USAID/Haiti Project no. 521-0194
 
USA:D/Haiti Project no. 521-0189
 

Other Income
 

Compliance with the Terms of Agreements and Applicable
 

Laws and Regulations
 

Findings
 

1. One budget variance exceeded the 10 per cent limit
 

Condition:
 

INHSAC has exceeded the budget category for equipment on Project no.
 

521-0189 by 20% in 1988 and 15% in 1989.
 

Criteria:
 

The grantee shall request approval from the grantor when there is reason
 

to believe that within the next 30 calendar days a revision of the
 

approved grant budget will be necessary.
 

Cause:
 

Some itemF were reclassified as a result of the audit, causing an excess
 

in the budget line category.
 

Effect:
 

The disbursements exceeding budget by more than 10% were questionable 

costs in the amount of $ 11,824 as stated in note 8 to the fund 

accountability statement. 

Recommendation:
 

INHSAC should put in place an encumbrance journal, as required by
 

USAID/Haiti, as well as a management control system to forecast actual
 

expenditures and take the necessary steps to request amendments of the
 

budget, if necessary.
 

2. Payroll taxes were not withheld
 

Condition:
 

INHSAC neither declared employees' salaries to tax authorities nor made
 
withholdings for Social Security (Office Nationale d'Assurance ONA).
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Criteria:
 

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

Cause:
 

Previous laws were not explicit on the tax obligations of nonprofit
 
organization2 and their employees. Consequently, payroll taxes were not
 
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.
 

Recommendation:
 

We recomimend 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 salaries of employees of nonprofit organizations
 
may be tax exonerated.
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HAITIAN I1NSTITUTE OF COMI4UNITY HEALTH
 
(INSTITUT HAITIEN DE SANTE COHAiUNAUTAIRE - INHSAC)
 

USAID/Haiti Project no. 521-0194
 
USAID/Haiti Project no. '521-01.89
 

Other Income
 

!in~jgemqnt Qar.ability 

Indpendent Auditor's Rnport 

W-e have performed a study and ev~iluation of INHSAC's capability to
properly manage the components of the USAID/Haiti Projects no. 521-0194
and no. 521-0189 for which it is re-sponsible and future projects to be
assigned to them. our work was conducted in acc~rdance with Generally

Accepted Auditing Standards and the U.S. Coiqtroller General's 
"Government Auditing Standards" (1988 Revision),. and included those 
areas we considered relevant 
to the criteria expressed in the statement
 
of work for review of the above mentioned projects:
 

" 
accuracy and timeliness of submission of reports and other pro
ject documentation
 

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

" 	documentation and application 
 of procedures that meet the re
quirements of the donors.
 

Based on our study and our understandling of the criteria included in thestatement of work mentioned in the first paragraph, we conclude. tha~t
INHSAC has sufficient management capability to manage these and future 
projects,. except for the following matter:. 

o 	 INHSAC' s administrative procedures were not documented and 
were not applied on a consistent basis. 

Mebe Fim f 

los Klnvl Pea 4awc~of 

http:521-01.89
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This report is intended solely for the use of the Haitian Institute of 
Co tunity Health (INHSAC) and the United States Agency for International 
Development. This rejtriction is not intended to limit distribution of 

this report which, upon acceptance by the Office of the Inspector 
GenQral, is a matter of public record.
 

October 20, 1989
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HAITIAN INSTITUTE OF COMMUNITY HEALTI
 
(INSTITUT HAITIEN DE SANTE COMMUNAUTAIRE - INHSAC)
 

USAID/Haiti Project no. 521-0194
 
USAID/Haiti Project no. 521-0189
 

Other Income
 

Management Capability
 

Finding
 

1. 	 INHSAC's administrative procedures were not documented and were
 
not applied on a consistent basis
 

Condition:
 

INHSAC followed the procedures suggested by CDS, manager of Project 
no.
 
521-0194, and the guidelines of IPPF/WHR, which were not documented.
 
T1.e following weaknesses were noted:
 

o 	Certain procedures were not applied consistently, such as the
 
allocation basis of common costs; and
 

o 	Certain control procedures, such as a procurement system, were
 
not properly applied
 

Criteria:
 

The institution should have a manual of procedures for an efficient 
administration of the project's activities to ensure that these
 
procedures meet the requirements of the donors.
 

Cause:
 

INHSAC's management relied on CDS and IPPF/WHR for guidance and had not
 
felt the need to elaborate its own procedures.
 

Effect:
 

Incomplete and undocumented administrative procedures can result in
 
inefficient controls and do not provide a basis for the entire personnel
 
of the institution.
 

Recommendation:
 

In order to strengthen the institutional capacity of INHSAC, the
 
institution should develop a procedures manual which should include the
 
significant and relevant standard provisions required by USAID and other
 
grantors. Follow-up procedures should be established to ensure
 
compliance with the procedures.
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HAITIAN INSTITUTE OF CCOMMUNITY HEALTH 
(INSTITUT HAITIEN DE SAN4TE COMIIUNAUTAIRE - INHSAC) 

USAID/Haiti Project no. 521-0194
 
USAID/Haiti Project no. 521-0189
 

Other Income
 

Financial Capability
 

Independent AudiLor's Report 

We have pe,:formed a study and evaluation of INHSACIs financial 
capability in connection with the components of the USAID/Haiti Projects 
no. 521-0194 and no. 521-0189, for which it is responsible. Our %.,ork 
was conducted in accordance with Generally Accepted Auditing. Standards 
and the U.S. Comptroller General's "Government Auditing Standards" (1988
Revision), and included the following areas we considered relevant to 
the criteria expressed in the statement of work for review of the above 
mentioned projects:
 

o adequacy of accounting records 

o adequacy of financial management information and accounting
 

Lystem.
 

As mentioned in findings I and 2 on the following pages, although INHSAC 
maintained adequate accounting records for the project funds, the 
transactions relating to other income were not properly accounted for. 
JNHSAC did not maintain adequate accounting records for the transactions 
relating to other income and we unable to obtain reliable financial rere 

information for other income. 

Based on our study and our understanding of the criteria included in the 
statement of work mentioned in the first paragraph, we believe that 
INHSAC has sufficient financial capability *to manage the USAID/Haiti
Projects no. 521-0194 and no. 521-0189 and, components for which it is 
responsible and future projects, excepc for the following matters
 

1. INHSAC did not have an integrated financial management infor 
mation and accounting system for the institution taken as a 
whole. 

2. INH-SAC did not systematically prepare cash flow projections.
 

a a a aa~~~~ Membetflrmofa,2a Aa~,. .a s o o Kyrveld reatMarwick oordolrr 1 a.a V,a'a .a. *a n-'A 
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This report is intended solely for the use of the Haitian Institute of 
Community Health (IN:ISAC) and the United States Agency for International 
Development. This restriction is not intended to limit distribution of 
this report which, upon acueptance by the Office of the Inspector 
General, is a matter of public record.
 

October 20, 1989
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HAITIAN INSTITUTE OF COMMUNITY HEALTH
 
(INSTITUT HAITIEN "OMMUNAT'AIIEINHSAC)
DE SANTE 	 -

USAID/Haiti Project no. 521-0194
 
USAID/Haiti Project no. 521-0189
 

Other Income
 

Financial Capability
 

Findings
 

1. 	 INHSAC did not have an integrated financial management information
 

tion and accounting system for the institution taken as a whole
 

Condition:
 

INHSAC prepared financial reports only for individual project funds, as
 

requested by the grantors, which represent approximately 90% of its
 
total 	 rovonuo. 

Criteria:
 

A properly integrated financial management information and accounting
 

system for the institution, as well as for its individual programs, are
 
necessary for the proper management and decision making process.
 

Cause:
 

The accounting system was designed to reflect the transactions of
 

individual project funds.
 

Effect:
 

The financial information generated by the current financial accounting
 

sy.3tern did not reflect the overall operations of the institution.
 

Recom nendation:
 

INHSAC should adopt a financial accounting and management information
 
system able to generate complete and reliable information.
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2. INHSAC did not systematically prepare cash flow projections
 

Condition:
 

INHSAC often had to transfer tunds between projects to meet its fundings
 
needs. Cash flow projections were not prepared systematically to
 
prevent these situations. 

Criteria:
 

Cross-use of funds is not generally accepted by USAID/Ilaiti. Proper 
procedures should be applied so that funds provided for a project are 
used only for the purpose and activity of that project. 

Cause: 

INHSAC was not reimbursed on a timely basis by Project no. 521-0194,
 
even though its reports were presented on a timely basis.
 

Effect:
 

INUSAC sometimes had to use the IPPF/WHR funds or funds from other 
revenues to cover the cash needs of Project no. 521-0194 in order to 

continue with the planned activities. 

Recommendation:
 

USAID/Haiti should request INHSAC to prepare cash flow projections at
 
least bi-weekly to determine its cash needs on each project and request
 

the board's action concerning untimely reimbursements.
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HAITIAN INSTITUTE OF COMMUNITY HEALTH 

(INSTITUT TiA1TIEN DE SAWI'E COMMUNAUrAIRE - INIISAC) 

USAID/aiti Project no. 
USAID/faiti Project no. 

Other Income 

521-0194 
521-0189 

List of Report Recomurendations 

I. Internal control structure recommendations 

1. Proper 
mented 

accounting and reporting procedures should be imple

2. A written determination of 
producticn unit 

costs should be obtained for the 

3. An emcumbrance journal should be put it place 

4. The rationale used for the allocation of salaries should be do

cumented 

5. A policy should be implemented 

costs between projects 

for the allocation of commcn 

6. Organizational structure should be reinforced 

7. INHSAC should adhere to procurement 
quired by project agreements 

procedures and coitrols re

8. Board members decisions were not documented in the minutes. 

II. Compliance with 
and regulations 

the terms of the agreements and applicable laws 

1. Management control system should be put 
actual expenditures 

in place to forecast 

2. A statement from the tax authorities must be obtained. 

III. Management capability 

1. A procedures manual should be developed. 

IV. Financial capability 

1. Financial accounting and management information system should 

be improved 

2. Cash flow projections should be prepared 
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Port-au-Prince. 
SetemnDer 16,I 99C0 

MR. DAV[D LEBERMAN
 

REGIONAL INSPECTOR GENERAL 
C/O USAID- HAITI 

Cher Mr. Lebermar.,
 

P)ease find attached the INHSAC's Manaoement cornments on 

the audit conduct by herovee-Pierre firm .for the period of 

Septemner 1987 to September 198S. 

We hope that the comments respond fully to your concern,
 

and that the annexer aocuments substantiate our answers .to
your
 

sat is fact ior. 

Please note that we are contestino the finding leadina to 

the audit firm's listino of US Dollars 33,202.00 as inelioible and 

US Dollars 35,494.00 in unsupporteo costs for a total of L: Dollars 
our claim, and68,696.00. We have provided oocumentat ion to support 

reouest that the audit report be amended to ref 1ect this 

in format ion. 

Should you have any more auestions please feel free to 

contact us.
 

Sincerel .
 

Dr han-A Lg 't'BRUTUS 
r, I irc tor 

http:68,696.00
http:35,494.00
http:33,202.00


RESULTS Or AUD1.
 

Interna. Control Structure Findinc
 

1) INHSAC dic no- maintain aoeauate accountino records or otri pinc omE ";. . . , . ...... ., " T i ; 7 7 , 
Since the Audit conducted at INHSAC by the f i r Nerove -aerre or
 
behalf o' USAI[ 
 for the- nerlod fror (Seotember Is, -c !9s: 

Seotemner 3C, 19E97, tne IoI)owino steps have 
 oeino tav-- o\. thF 
institute with the assistance of URC: 

le) Crn February Mr. Ceoras has beer,90. Donald emDo)ve: as riear.
 
accountant of the Institute.
 

2e) URC, on reauest of INHSAC . has retained the servi.- c .'.
 
Serge Fernandez' Ph.D in f inance 
 ano accountinc . t,f .th 
development ano imolementation of an inteorated cost a-nunT)rn
system for the institute as a whole . Mr. Fernanoe7 
 .Fta-Te- w'r,r. 
on the 1st of Auoust 1990 and since his intervention thp -- Ol nwnrir 
records books have beina opened for INHSAC as a whole:
 

a) General Journal
 

b) General Ledoer
 
c) Bank's journal
 
dl Bank Is reconciliation iournal 
e) Salaryv Journal
 
f) Budget comparative journal
 
g) Fund receiving journal
 
h) A Student " fees" Journal
 

All funds received by INHSAC whateve- their source, a-e firs . 
reoistered in the General Journal then in their resoecti\,_= cotinr 
in the fund receivino journal, the same ooeration takes '-]ace ir. 
enrecistered in the bank journal and then reported the sa-le in the 
General Ledger. 



For example On March rNHSAC ve R S ff-o f 716th recF 

frorr IPP. . The said amount has beino reoistreo or, trhc . : 
 'iolr' 
recards-. 

-Journal deslopds r-cUc :"Cc ,.u.oumnpr-P..-. -

Gener-a! Journa)
 

-barnk Journal
 
GGener a) 1edqe,-


This operation followedcan be step by steD on exhib:% 4. 

Foe other income 1) a sum of $50.000.O0 received 
from OMS ir
 
January had pone throun the,,same process exhibit 
B.
 

P sum of $59,017.40 received from VACS on Jul- 1990 ex-ibit C. 

2- INHSAC Manaoement recoonizes that 
no benefit from the Pr-ductor.
 
Unit was realizedc durino 
the oeriod under 
audit-. Howeve"-. olver,

tha- benefits have been realized since Januar" 1990 with t 
 actvp

functioning of the Production 
Uni , INHSAC beli eves r nat thw
 
expenses in ouestion must be considered as necessar" start 

fo," this activit, .A review of 

Lyn ct s
 
doc.ments 
(att hed r .ertinentexhibit Cl) to
becins explain the rather 
)ono oeriod nece.Sarv tr
oet this activity unoer wav. In sum JNHSAC
. m"n-o--ment
 

certaiti necessary financial 
oblioations with the 
Exvectat:on 
th!.
thep roductiorn 
unit would beona functionino mucht ouickp- Than i actually did. Product 
manacement decision were made 
reoar..no the
 
oayment of rent , salaries and 
workshoo renovation base= 
on the
information 
on hand at the moment 
. Events bevon INHSAC's control.
includino contractua problems with 
 the manufacture. 
 of the

eouinment and political instabil itv in Haiti,. caused numera- del a v
 

and the eventual protraction of the start-up oeriodi
 

INHSAC begun rent in 2/B2 , 
 for exemrlple. because certain

renovations had 
to be made to propose for themachinerv. rrival. 
Althouah , the machinery was ordered in 3/62 it did no: arrive. 
until 2/6*9 with customs 
 clearance difficulties c-elavinc

effective del ivery until 9/82 . Insta I at ion by .oreion
technicians, planned for 
9/88 , was delved indefinitely . due to
political instability and was 
not realized until 12/88, 
 urther

delays were then caused by missino parts and failure 
 the "f
manufacturer 
to fulfill his contractual oblioation until 
October

1989 (and not until threatened with leaal 
actions bv.IPPF, WH.),
 

http:59,017.40


INHSAC . in coooeration with IPPF/WHR resoondet - thp. F
external contraints with 
the shortest possible delay in vrder tc ,
 

arrive at a ionctioninj 
Production Unit. (exhib't-CI)
 

=3- INHSAC did ,noto have _an~effecet :v bde~~oto 
 v~ -,' : :
 

To comolv with this statement a ne., s\,itRn' hC- bplr

imOlemented reauirino that 
a month) v forcastino budoet be, op'-n'for each activity at the beoinnino of the month . At 
th= E-nd
 
the period, the actual expenditures are comoareo with thE 7orEa ,
in order to determine the difference between two.
the Ea-:h l3r'

item is compared and the letter F or D is annoted where-,e th
difference is either 
favorable -or unfavorable 
, the same vrocess

is done for INHSAC as a whole , as can be seen in the comcarative
 
Journal for the month of 
July 1990 (exhibit D)
 

4- INHSAC 
lacked a defined method of allocatiic sala'-- costs

between projects.
 

The new three years budoet (1990-1993) approved bv AID and

IPPF, clearly establish the percentaoe breakdown of salary 
-or each
 
fundino source. Furthermore, a new system of cost 
account iro to be
implemented by the end 
of September 1990, will 
allocate -alaries
 
by activities.( exhibit E)
 

5- INHSAC lacked a defined method of allocation for commc'r costs
 
between projects.
 

The new system of cost accountino. mentionned in no 4 above
divides the institute by costs activities . Direct costs anT comor
 
costs are defined and allocated
well 
 to each actvit\. 1

Directs Salaries are 
allocated to the activities o' NHSC.L
 
Administration 
, 
 Trainino Research and Evaluation and Pr&c.uctior-
Unit) . Since Training constitutes the main activity of the

institute , the others become support costs. The=o r e c,
percentage of these costs will be transfered, to traz-ano 
as

indirects costs 
. The same process will be maintain for ths commor
 
costs.
 

SOS... 
 ... .. .4 4 I 1 



J-NHSAZodcf not a Iwayvs fo0f1 ov estCablisheiccpro ou-

INHSAC' Admiinastration takes know) edoecof the above finc: ant
 
wou)l I ike to orino tu the insoector at tent ion tia*' a mar-iual C
 
aom2nistrat3ve oroceoures and interna) contro s haF been CDIRt
 

S LI 1; 1, A) n U d r e r c e r o"r, c"o n s LL I -!t] n e-:rt a-i e +d b v,+ -::a; rt+ i e- - ! . "*:+/=-, 0 '?S1 

0' 1NHS 1 is. manual iI bE reviL-wc:ti v , FP n a -:I 

connect ion witn no desron of and isntoratec account,irnc' sser. t ti
t
:enc o S,'nte mbe, 199C, the who) r-- w 2 b- subm, t t.. r+* .n....r 


rati f ca t ion priOr to imolementat ior . r, thF meant m
 
.vouchfr s are resentlv sioned by the executive off icer, , r 

executive director. (exhibit F)
 

INHSA5 did not obtain bid ouotation for a] its rroumIntc F 

This noi nt was answered by the auditino firmon-- aos 1 "
 
tr-IF A.Udit . A rcedUre has been imolementeo reouirino t-e hir
 
ouotation on all ourchases.
 

C-- F'4vrol2 taxes were not withhold 

INHSAC's administration has been ir contact w i t- thh& 
apoo-a t t a>- o f f i c i al s s i nc e May 1990 to reso ve t he. 2:1i..sue, of
 

;
a) I iab i itv for the i nstit it i on. A) Lhouoar oast- ta) I iabiiI tv' i s
 
sti1l beino discussed. INHSAs admrinist -ation at the beo 3n:-,.a no o
 
Oc tobev- 199(, . i l ] beoin withnoldino taxes from: emolove .-s. anc.
 
acneminated the same to aovernementa) institutions' ...
sionaztEc.
 

F F 
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• 

F) 


