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MEMORANDUM

AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL

AMERICAN EMBASSY
TEGUCIGALPA • HONDURAS

TELEPHONES:
32·9987 • 32·3120

FAX No. (504) 31·4465

TO: D/USAID/Honduras Acting, B. Loc Eckersley

FROM: RIG/A/T, Reginald Howard~R.~

SUBJEC'f: Prc-Award Survey of tl)e Capability of the Foundation for
Investment and Development of Exports to Manage the
USAID/Honduras Investment and Export Development Project

This report presents the results of a non-Federal pre-award survey of the
capability of the Foundation for Investment and Development of Exports
(Foundation) to manage activities of the Investment and Export Development
Project, USAID/Honduras Project No. 522-0312. The accounting finn ofArthur
Anderserl & Co. prepared the report which is dated July 10, 1991. The audit was
requested by USAID/Honduras.

The purpose of the project is to increase Honduran non-traditional export
earnings and related employment and income. The five year proposed budget is
$4.5 m1ll1on, with the Foundation providing an additional $4.1 m1ll1on equivalent
as counterpart to cover local cost under the project.

The objectives of the pre-award survey were to report on the Foundation's: (1)
financial and managerial capability to administer activities of the project, (2)
internal control ~tructurewith respect to the project's operations, (3) compliance
with the terms of the 2.greement and applicable laws and regulations, and (4)
statement of proposed costs for direct and indirect costs.

Arthur Andersen concluded that the Foundation has, except for the lack of a
personnel manual, sufficient management capab1l1ty to manage the activities of
the project and to comply with laws, regulations, and proposed agreement terms
relevant to the project. The auditors concluded that the Foundation has, except
for the lack of an appropriate projection of income, sufficient financial capability
to manage the activities of the project. The auditors also concluded that the
internal control procedures established at the Foundation are generally adequate



with the exception of four material weaknesses relating to the management of:
(1) the procurement ofproject materials and supplies, (2) computer data security,
(3) methods employed for monetary conversion, and (4) the responsibilities
assigned to the data processing division. In their audit of the statement of
proposed costs the auditors were not provided the bases, criteria, or
documentation supporting the proposed direct and indirect costs and because of
this scope limitation did not express an opinion on the project's proposed costs.

This report was discussed with the Foundation's management who expressed
general agreement with the report and stated that they were in the process of
modifying their proposal, submitting additional documentation in support of the
proposed costs and are implementing changes to address the findings presented
in the report.

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/Honduras, as a condition precedent to disbursement
offunds, require that the Foundation for Investment and Development ofExports:
(a) provide documentation to adequately support its proposed direct and indirect
costs for implementing the project, and (b) prepare an appropriate income
projection supported by income commitments from the Central Bank ofHonduras
and other sources expected to contribute resources and establish procedur-es for
the monitoring of the receipt of these resources.

Recommendation NO.2

We recommend that USAID/Honduras require the Foundation for Investment and
Development of Exports to demonstrate that it has established: (1) an adequate
personnel manual, (2) adequate procedures for the procurementand management
ofproject materials and supplies, (3) an aeceptable monetary conversion method,
and (4) procedures for computer data security.

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

J'uly 10, 1991

Mr. Rsqinald Hcwan:l
RegiCllal Inspector General for Audit
united states}q3rDJ for Intematicml Developuent
'nagucigalpa, HcndL1ras, C. A.

Dear Mr. Howal:d:

'Ihi.s repcn:t presents the :results of oor pre-award survey of the FaDxJat!a1
for Invesbtellt am Dsvelqment of Exports (FIDE) to manage the Invesb1lent am
Export Develop&ent Project, USAIDjHcrWras Pmject No. 522-0312, as of June 21,
1991.

B1\CI<GRXJNI)

'!be U.s. ~ for Inte:r:naticnal Developoout, Mission to Homuras
(USAID,IfDUImAS), plans to sign a grant agteenent with the FaDmticm for
InvestJDent am Develqmeut of Exports (Furdaci6n para la InversiOn Y el
Desarrollo de EJqx:rrt.acicnes- FIDE), to inplement the INVES'D!ENl' AND EXJ:ORl'
DE.VELOIKEN1'~, USAID,IfDUImAS PRlJ'ECr 11).522-0312. '!be Pmject's purpose
is to iIx:rease non-traditianal export earni.r¥3s am mated euployment ard inxIDe.
'lhe life-of-project pIqx:sed J::ujget is lJS$4.5 million aver a five year period;
as part of the project FIDE will provide the equivalent of about lJS$4.1 million
as CXJUnterpart to cover local cost umer the project.

1be FaJrxJation for Invesbtellt am Develc:pnent of Exports (FIDE) is a
private, 1'lCII'1""ptOfit entity, which is mainly decHcated to stiJlUlat.!n:J a dynamic
growth of HcnhJras non-traditianal exports, in order to 1nctease the natialal
employment rate, incaDe, am foreign exr.:i1aIqe, oonsolidatinq as a pract:1cal,
useful, am efficient instrument to CCIlPly with objectives defined in the
fraDler.vork of the high-pr!ority needs of the private c::c:mpany am of the Haxh1ran
Government. DuriD;J 1989, the Fcmdation guided its sq:port to the praDOtion of
invesblellts in those c:x:apanies that need a Dm"e ext:emed period of preparation
prior to their entrance to the exports market.

Nowadays, there's am EKecutive President am a vice-Executive P.resident
who am in charge of detemi.nin;J the action plans, directiD;J ard calltrolliD;J
all the fam::lation I s prejects am activities.

-2-



ARTHUR ANDERSEN 8r Go,

Its organizational structure rests jn three divisions:

1. Data P.rocessin::J Division
2. PraDotion Division
3. Operations Division

PEE-AWARD SURVEY OB7ECI'I\1ES AND SCOPE

'D1e specific objectives of a.1r P:r:e-awa:rd survfr:l of FIDE were to determine
whether:

1. 'Ihe direct am irxlirect: ocsts ptqJOSed by FIDE are based on the m::st
CClDPlete am accurate pri.cjJq tlta :waiJable, and:z:eflect: only allowable,
allocable, am masanable 0. '6ts which are ocnsiderecl nec:essaxy to
aex:atplish the project activit1:~. '

2. FIDE has sufficient management ard f1nancial capabilities an:l span of
CC4JtIol to administer the project, ocnsiderin::J its current and future
projects' TNCrkload, staffin:I levels ana past perfcmuance.

3. FIDE'S internal CC4ib:ol structure, 'incllJCl.in;J the CC4rb:ol environment, the
acc:ountirq system, ard oontrol prccedures: amt:ains sufficient capacity
to accurately capture acc:ountirq data urx:1er the agreement and that the
int:en'1a1 oontrols are adequate for project p.u:poses.

4. FIDE is in c::arpliance with applicable laws, DagUlations, and agreement
t:e1:ms.

em- evaluation was made in accoIda.nce with Generally Accepted Auditin:l
standards and the u.S. canptroller General's "Government Auditing st:armrds"
(1988 Revision).

em- :review was also based on the prelJmi.nary evaluation of the cxxnb:ols
and exi.stin;J records in order to verify the adequate operation of the acc:cunt:m;J
system, and the cxn:rect reqistration of the transactions in campliance with
applicable laws, regulations, am agleement:· t:.ems.

For the accomplishment of our work, we prepared a special ptogram for each
of the follCM:i.rg areas:

A. General krlCMledqe of the project

B. Review and analysis of the ptoposed costs

c. Evaluation of the financial an:l administrative capacity of FIDE

D. Evaluaticn of the internal control structure

E. CcmqJliance with agreement teJ:ns, applicable laws, and regulations

-3-



ARTHUR ANDERSEN & GO.

n.u:in;J C11r review, we were alert to situat::l.cns ar transactions that oould
be iJx:U.cative of fJ:aui, ab.Jse, am illegal. experxU;b.1res an:! acts. If such
evidence wculd have existed ard before exte:rxU.ng our review p:ccabU"'es, we \«W.d
have rnlDfYU ataly contact:ed the AUdit Manager, Office of the Re;Jional Inspector
General far Audit (RIG/AlT.)

1. FIDE'S PlQoosed costs

As descz:'iJ:)ecl in F:i.IxiiD;Js l'Ullber 1 to 6, mccept for the personnel, FIDE
ee:w.d not provide us with the bases, criteria, an:l docIJmntation used to prepare
the proposed ocst for the execution of the Invest:mut aM Deve1op1le'Jlt Exports
Project.

'Becanse of the l:l.mitations descz:'iJ:)ecl in the~ paragr8l;il, the sccpe
of oor wm:X was not sufficient to permit us expxess an:! we do not expJ"'eSS, an
<:pinion on the J:eaSOl'1ab1eness, allcwability, an:l necessity of the pzopcsed dixect
arxl in:lirect costs far USAIDfHanduras Project: No. 522-0312.

2. Managelient capacity

Based an our evaluation an:l Ul'lderstan:U.r of the criteria included in the
statement of work, we believe tllat except for fiJx1in;J No.1, FIDE has the
'll1anagement capacity to provide sufficient administration of the pt:Oject.

3. Financial capacity

Based an oor evaluation an:l Ul'lderstan:U.r of the criteria included in the
statement of work, we believe that except for f:i.IxiiD;Js No. 1 and 2, FIDE has the
financial capacity to provide sufficient administration ani span of control in
relation to the project.

4. Int:emal Control st:rucI::ure

Except as descri1:ed in Fi.J'xUnJ 1 thraugh 4 FIDE's Internal COI1b:ol
StJ:ucture appears adequate for project purposes.

5. CClmpliance with agreene'1t teJ:ms,
applicable laws, ani regulatiom

'!he results of our survey irxlicate that FIDE had oc:mplied, or was in
position to oc:mply with at=Plicab1e laws and :regulations and pxcposed agreement
terms. With respect: to items not. tested, n.atl'1.irq came to our attention that
would indicate that FIDE would not be able to oc:mply with agreement te.nns,
applicable laws, an:i regulations.

-4-



ARTHUR ANDERSEN 8r GO.

l?.NAGfMEUI'~:

FIDE's management generally agrees witn tl1e results of our audit aIXi
rec:::mrezxiaticns; their amnents have been .in::ct;xoa:ated. .in the tep:Jrt as
appLcpri.ate. '!he entire text. of the '",ri:I:t:en manaqemant CXJ!'JIIIXatlts is .included as
apperxi:i.x I of this :z::eport.

-5-
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ARTHUR ANDERSEN 8: GO.

FI:.'ONW\TION FUR '!HE nMmMENr AND PEVf!TQRJENl' OF EjXB)R[S - FIDE

llMS'll1EN1' AND EXFORl' 'FiYfi"Q'fMENT ma:JEq1'

USAIDIHONIXJRAS PRa1EC'I' No. 522=03).3

we have reviewed the acxxzpmyiD;J cxst ptcp:sal for the InvesbDent:

an:1 Exports Developoont Project, USAID,IHcI'duras Pmject No. 522=0312, to be

manaqed by the Foun::Iation for Investment am DevelOp1lBUt of Exports (FIDE.)

As descrlJ:)ed in FiIxUnJs No. 1 to fi, FIDE cU.d net provide .us with

the bases, criteria, am docullentation used to prepare the PJ:cposed costs for

the execution of its activities under the Investment ~ Export Developnen1:

Project.

Because of the lbnitatians descrlJ:)ed in the precediD:J paracp:apb, the

scope of our ~k was not sufficient to express, an:1 we do net express, an

opinion on the reasonableness, allowabUity, ani allocabUity of the proposed

direct am in:lirect costs for the activities of the Investment am Export

Develqment Project.

-6-



ARTHUR A.'lDERSEN & GO.

'!his J:epOrt is i.nt:enied solely for the use of FIDE ani the U.S.

1qerr:::y for International Developnent. '!his restriction is net int:en:led to UIIli:t

the distr;U:ution of this xeport which, upon accept:ance by the Office of the

Inspector General, is a matter of public rec:ard.

June 21, 1991
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PBE-NW3P SURVE'i OF WE

FaJND.!>4'Igi FOR DMS'IMEW' AND DE.VEtDfflEW' OF EXPOR1'S - FIDE

'lQ MANAGE '1lIE DMS'IMEW' AND EKroRI' DM:IDB1I!m' mamcr
J.JSAID.IIQWEAS m:mx:T No. 522=0312

(Expressed in Icr!piras)

'lUmL
IESQUPI'ICIl 1991 1992 1993 1994 1995 91-95

BALANCE 2,044,391 2,167,816 2,395,161 2,489,830 2,345,393 2,044,391

INcx:ME

FERD FROWCIS 1,757,307 1,877,331 1,877,331 1,877,331 1,877,331 9,266,631
F1NANCIAL ASSISTANCE 1,000,000 1,100,000 1,210,000 1,306,800 1,385,208 6,002,008
~ ASSISTANCE 36,474 90,772 121,431 162,905 182,127 593,709
'lmmCAL ASSISTANCE 54,450 138,394 ~04,188 283,594 326,700 1,007,326
~ASS~ 33,516 75,840 110,000 159,629 230,313 609,298
ZIPIS~ 210,834 251,640 ~64,600 274,320 287,280 1,288,674
ACX:XUf.l'S RECEIVABI.E 100,000 100,000 100,000 300,000
F1NANCIAL FR'lCEfTS 167,708 227,500 227,500 227,500 227,500 1,077,708
aIHER INCXME 22,000 24,200 26,62U 29,282 32,210 134,312
AID GlWnS

'!OrAL INam: 3,382,289 3,885,677 4,141,670 4,321,361 4,548,669 20,279,666

AVAILABLE 5,426,680 6,053,493 6,536,831 6,811,191 6,894,062 20,279,666

E:XPmSES

PERSCmEL EXPENSES 1,593,655 1,832,703 2,107,609 2,381,598 2,643,574 10,559,139
OPERATIOOS EXPENSES 1,042,397 1,146,637 1,261,300 1,362,204 1,443,937 6,256,475
~EXPENSES 342,612 394,004 453,104 512,008 568,329 2,270,057
BANKING EXPENSES 196,250 209,988 209,988 209,988 209,988 1,036,202
INVES'IMENTS 83,950 75,000 15,000 25,000 198,950

'lUI'AL EXPENSES 3,258,864 3,658,332 4,047,001 4,465,798 4,890,828 20,320,822

BALANCE 2,167,816 2,395,3$1 2,489,830 2,345,393 2,003,234 2,003,234
== ==
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FOVNPATION PQR 'DIE INVES'IMENI' AND DEVEIDft1Elf1' OF EXPORTS - FIDE

INYEeIMElf1' AND EXroRT DJM!TQM;NT PROJECT

USAIPI1JCIQJ1WJ fS)JECT No, 522=0312

REPORT ctI PROPOSE[) aJSTB

1, Incane aIX:l expenditures det:ann:i.ned
without §PaCific haRiR

FIDE, did not provide us with the documentation SlJR?Orting the technical
bases used for its projected statEIIIent of cost (worksheets tb:umenting
estimates, details, bids, etc) to deteImine the projected anount of
expenditures.

Non-syaxn;ted costs

PmlDtion am. Advertising
Events and Exhibits
Technical Assistance
Lisi son Officer
Maintenance
!Basing
camunications
Trai.ni.ng
Bank Charges
Investment
Trips
other Management Expenses

'lbta1 non-supported oosts

-10-

08$ 490,952
464,152
375,000
225,000
29,863

517,360
313,830
101,096

5,526
559,000
64,652

117,364

08$ 3,263,795



SUJ:pn:ted costs

Personnel 08$ 914,061
Investments 66,000
PJ:aIDtional Incentives 124,339

'Ibta1 S1.1,R)Orted costs 08$ 1.,104,400

'lUrAL BUDGE'I' 08$ 4,368,195

BlJDGJlrr' IN LEMPIRAS

Non=supported costs

PJ:cm:>tion and Advertising Ips 1,761,470
Events and Exhibits 1,136,284
Maintenance 543,311
utilities 235,210
stationeJ:y and Supplies 328,301
Professional Fees 185,520
Fuels and Lubricants 210,070
Ccmmmicati.ons 1,860,622
Bank Charges 1,036,202
Iaasi.ng 715,002
Consulting and stlXiies 1,288,030
Traini:ng 149,478
Inve.st:IIEnt 198,950
other expenses 262,713

'lbta1 IlOIl-SUR;lOrted costs Ips 9,911,163

IIL..--..

Supported costs

Personnel

'lbta1 supported costs

Ips 10,409,660

Ips 10,409,660

Ips 20,320,823

Criteria

Upon drafting the above statement of pJ:olXJSE!d costs, FIDE should prepare,
on a technical basis, a specifi c detail of the expenses it has projected
to incur in the future, and to estimate, in the best p>R8i hle way, any
costs that such expenses may bring.

-11-



Cause

FIDE believed that making a detail of the items was like elaborating a
deep analysis, and that for cost-benefit purposes, it was unnecessary to
g:J through such cmalysis.

Effect

The statement of costs presented does not reasonably show all the expenses
to be made in the future.

FIDE should provide the technical bases used in the preParation of its
proposed statement of cost.

2. Expenses for one period which were projected
on to the next 4 years

Condition

The cost for m:wi.nq the head office fran Tegucigalpa to San Pedro Sula
(management expenses), which is a disbursement for 1991 only, has also
been projected for the years 1992 through 1995.

Criteria

FIDE should make a proper allocation of the expenses for one year only, as
well as of the expenses to be projected for the following years (1992
1995) •

cause

Due to the lack of adequate bases, the expenses for ncving the head office
from Tegucigalpa to San Pedro Sula were overestimated for the years 1992
through 1995.

Effect

The projected operating expenses are overestimated by Ips. 325,130.

Rec' IIIIAdation
I

FIDE should revise its proposed statement of costs, in order to avoid
duplication of costs.

-12-



3. IIlpI'OpeI' projection of administrative expenses
in the statement of promS§Q~ro_stsUl:M. _

CoDdi.t:i.cm

A projection of administrative expenses in lE!rll9iras for the following five
years was incorrectly prepared, because the rates applied were the same
used for personnel expenses (including a percentage for inflation and
merit. )

Criteria

FIDE should awly to administrative expenses the SBIOO rates applicable to
the operating expenses, because such expenditures are it..E!'RS handled :fran
the sane point of view.

cause

Mixing of rates awlied in the projection of the different types of
expenses.

Effect

The effect of the awlication of these rates results in an overestimate of
Ips. 213,699 for administrative expenses.

Rea1.1'_
FIDE should :revise its projected statement of costs and rectify the
incorrect application of estimated rates for the projection of administra
tive expenses.

4. Lack of cIocuIIEntation evidencing the netOOd
llS9d to detennine the rates of increase
in ememitures to be forecasted

Condition

FIDE lacks the documentation evidencing the judgnEnt used to detennine the
rates of increase that were arployed as a basis for the expenditures
forecast.

Criteria

FIDE should have documentation supporting the SR;)lication of proper
inflation rates for the expenditures forecast.

cause

As indicated by the Operations Vice-President, FIDE had used the inflation
percentage rates p:rovided by the central Bank; but, as these percentages

-13-



are too high, and the financial measures taken by the Government had been
successful, the rate of inflation was expected to be lower, therefore,
they thought it would be oonvenient to take 10% for the first two years,
and reduce such rates by the two points for the following two years (1994
1995) •

Effect

It is not possible to verify whether the increase proposed for expen
ditures forecast is adequate.

Rei , ""eodatiao

FIDE should provide documentation supporting the application of proper
inflation rates for the expenditures fo:r:ecast.

5. Costs not oonsidered in the b1 Jdget

FIDE, did not include the following oosts within the forecast of expenses
to be incurred within the next following five years:

a. Cost of the staff that will be working, both in the Export
r-t>nitoring and Press Departments; however, the acquisition of
assets for such departments has been incll.¥ied.

b. Maintenance oosts for 1992 thmugh 1995 for purchases of
vehicles, furniture, and equiprent that will be made within
such periods.

c. 50% of the liaison officer's salary.

Criteria

FIDE should estimate in its budget aIXl in its forecasts all i.noare and
expenditures to be made over the follawing five years.

Cause

By mistake, personnel oost was not included for both the Export lttJnitoring
and Press Departments, nor the maintenance cost of future acquisitions,
neither the cost for one full year of the liai9''U officer.

Effect

The proposed statement of oosts does not include all the expenditures to
be made in the following five years aIXl, therefore, arr:l incane necessary
to defray such disbursement was not estimated either.

-14-



FIDE should esti.mate, on a technical basis, the anDunt of costs not
included, and then revise the projected stateilEnt of costs.

6. Error in the estimate of bank charges

(boditial

The anDunt estimated by FIDE for bank charges was underestimated by
Ips. 177,976.

Criteria

Est:iItates for expenditures IlUJBt be made on the anDunts considered in the
proposed statement of costs, am not on c1i£ferent quantities.

cause

'Ihe aroount of bank charges incllXied in the budget is not correct because
the calculation was made based upon different figures than the ones
included in the statement of Proposed Costs.

Effect

The operating expenses related to bank charges incllXied in the statement
of proposed oosts are lDierestimated by LPs. 177,976.

Bece iil,endation

We reccmnend that FIDE re-estimates the bank charges based upon actual
figures taken ftan the Statement of Proposed COSts.

-15-



ARTHUR ANDERSEN & Gu

rouNDATION roB '!HE INVES'IMENI' AN() DEVEIDJ:MENr OF EXPPRI'S - FIDE

INVES'IMENI' AND EXroRT DEVfjTClJWt:lr PRn1ECl'

USAIPIHONPYRAS PRe.:JEq;r No. 522=0312

INDEPENPENl' ADDrroR' S REroRr

We have perfo:r:med a pze-awan::l survey of the Statement of PJ:OpOsed

Costs for the activities of the Invesbnent and Export Developnent Project,

USAID/Honduras Project No. 522-0312, to be managed by the Foundation for the

Investment and Developnent of Exports (Fundaci.6n para la Inversi6n y e1

Desarrollo de Expol."t:aciones -rIDE), and have issued our :report dated June 21,

1991, in which we disclaimed our opinion due to significant scope limi:tations.

As part of the award survey, we have perfonned. an evaluation of

FIDE'S rnanagemant capability to manage the activities assigned to it under the

above mentioned project. our evaluation included the following areas we consider
..~

relevant to the criteria establi.shf!d by USAID,IHonduras as set forth in its

statement of work for the pre-award survey.

'!he areas evaluated were a) Organization, which entails the analysis

of FIDE's organizational structure, assigmnent of responsibilities, and

segregation of functions; b) Personnel, which includes the evaluation of FIDE'S

-16-



ARTHUR ANDBRSEN 8r GO.

personnel regardirq their perfonnance an:! experience, as well as the actual am

fUture work load. It also includes FIDE I s policies regardirg the persanncl.

administration.

Based on oor evaluation and cur underst:.an:lir of the criteria

included in the statemnt: of work referred to in the prece:ient paragraph, we

believe that, except for the lack of a personnel mamal, as mentioned in findi.n;J

No. 1 in the folla.finJ pages, FIDE has sufficient: administrative capability to

manage the activities of the :rnvestment: and Export Davelopnent Project,

USAIDjHcniuras Project No. 522-0312.

'!his report is int:erx:1ed solely for the use of FIDE and the U.S.

kJercy for International Deve1q:m:mt. 'Ibis restriction is nat .:int:.en:h:ld to limit

the di..stri.bution of this report whidl, up:m acx::ept:ance by the Office of the

Inspect:or General, is a matter of PJblic record.

June 21, 1991
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EPUNDATION roR 'lliE nwES'IMENI' AND DEYEJ,DB1ENT OF EXPQR'lS - FIDE

INYES'IMEm' AND EXPQRl' DfiYfiIQPMENl' PROJEC1'

USAIP/HcmuR1\S PIPJECI' No. 522-0312

1. Lack of experience at staff levels

Coadi1:icll

FIDE does not have staff with sufficient: experience in the external
pratDtion department. currently, there are only eight enployees out of
eleven in the organization chart of the department, and four out of eight
are coopletely new in the project. '!he annual average rate of personnel
turnover is of approximately 38%.

Criteria

FIDE should enploy staff with enough experience in han:iling similar
projects.

cause .,
FIDE does not have a Job Description and Perfonnance AJ;prai.sa3. Manual.
'!his manual would include the minimal zequi.renEnts of experience,
education, ability,. and specj fj c kIlcMledge that every personnel member
should meet in order to successfully perfonn hisfher job. '!his manual
would also have the criteria to be considered at the time of a perfonnance
appraisal •

Effect

When there is a lack of staff with sufficient. experience, the foundation
invests I1Dre :fi.nanr~ial resources in training, an::l the results are not
i.nmedi.ately obtaint!d tmti.l. appL--aximately six IOOIl1:hs after the personnel
is hired.

In order to obtain i.n1necliate results, FIDE should design and inplement a
personnel manual for hiring personnel with sufficient experience in
handling siJnilar projects. In addition, FIDE should inplernent an
incentives and nmits' program which would result in I1Dre JlDtivated
personnel, reducing then the turnover rate.
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PI:lUNIm'I0tJ FOR '!HE IWlES'lMENr AND QEVE[QMN1' OF EXroRl'S - FIDE

nMS'IMENl' AND EXEQRl' PfiV&rnmm PfmECT

USAIPIH'JNWRAS PfmECT No. 522=0312

we have perfomed a pre-awcm1 survey of the statement of PJ:cpcsed

Ccst:s of the activities of the Investment am Export: DavelOpllellt Project,

USAIDjHcrxhJras Project No. 522=0312, to be managed by the POurmtion for the

Invest::neut ani DevelCJflOOl11: of Exports (nmdaci6n ~ la Inversi6n Y el

Desarrollo de Export:acianes -FIDE), am have issned oUr' :report. dated J\me 21,

1991, in which we disclaimed our opinion due to significant scope limitations.

As part of the award survey, we have perfonned an evaluation of

FIDE's financial capclbility to manage the activities assigned to it under the

above mentioned project. our evaluation iooluded the follawiD;J aIeaS we consider

:relevant to the criteria established by 0SAIDjHcn:iuras as set forth in its

stat:enent of 'WlXk for the pre-awatd survey.

tIhe areas we evaluated were a) F:inance, which entails the policies

of furx1s and assets administ:ration, evaluation of preparation ptooedures for

disbursements applications, liquidity, revenues an:l expeniitures forecast, am
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budgets; b) Accounting, which includes the :review of FIDE's financial information

regarding its quality, opportunity, and reliability, as well as the preparation

of subsidiary records.

Based on our evaluation and understanding of the criteria included

in the statement of work referred to in the precedent paragraph, we believe that,

except for the lack of an appIopriate projection of incame as explained in

finding No. 1 and 2 of the following pages, FIDE has sufficient financial

capability to manage the activities of the Investment and Exp:>rt Developnent

Project, USAIDfHonduras Project No. 522-0312.

'Ibis report is intended solely for the use of FIDE and the u. s.

Agency for Intetllational Developnent. This restriction is oot intended to limi.t

the distribution of this report which, upon acceptance by the Office of the

Inspector General, is a matter of public record.

June 21, 1991
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FOUNPATICti FOR '!HE INYES'1MENI' AND DEYfjTQMiNf OF EXFQR1'S - FIm;

INYES'IMENr AND EXroRT DI!jVEI£)iMENl' PIPJECl'

USAIPlHctIDURAS PRa:JEq1' No. 522=0312

REPORI' (Ji FIlWJCIAL CAPABILITY

1. uncertainties in the am:nmt to be :fi.nlilIlCed
RY the central Bank of Honduras

At the 1991 budget pz:eparation date, FIDE did not know what the exact
arooWlt of :funds in dollars am. IE!l\1;rl.ras that was <}':ling to be given through
the Central Bank of Honduras was. In order to balance its budget, FIDE
estimated that the central Bank of Honduras would :finance the ftmds that
could not be obtained ftan other sources.

criteria

FIDE should have the best estimate of the aroounts available at the central
Bank of Honduras to finance its activities.

cause

:Regarding the funds in IElIpiras, since the central Bank of Honduras does
not have a stama:rd system for the interest calculation on the loans
granted, FIDE canmt estimate its.inc:ate. SUCh estiJnates have been made
in previous years, but they haw proved to be quite different fran those
made by the central Bank.

In connection with the funds in <bllars, these fwxJs have been stopped
because several coopanies have ceased making payments to the Central Bank
as a result of an increase in the exchange rate of the IElltpira in :relat.ion
to the dollar, ftan the date the loan was granted to the current date.
Businessmen wish to pay IElIpiras at a rate of exchange of Ips. 2 for US$l,
and the central Bank wishes to receive US$.

Effect

FIDE could have overestimated or lDlderestimated its incane fran the Central
Bank, and therefo:re, its expenditures as well.
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Reo 'II'Mi1CJatia1

FIDE must define and establish a system that realistically estimates the
furx:Is in lenpiras available at the central Bank for its activities.

2. Reconciliation of funds in dollars received fran
the Agency for Intenlational PeyeJ.oment

FIDE presents a favorable balance in the reoonci1iation at the closing of
March 1991 in the aIlDunt of $20,967.14. nrl.s balance is net of the values
of incane by carpmyts funds expenses, and the expenses that have been
accrued since 1985 for transit values, suspense expenses and. other non
eligible expenses that are not oonored by USAID.

Criteria

FIDE should define, as soon as possible, the situation of the values
presented in the reconciliation made for $20,967.14, as of Mar:ch 91.

cause

FIDE has used its own funds due to the delay in the approval of the budget
to pay the disbursements for expenses that are not fully docl.urmlted
(suspense) and. others that could be considered ineligible.

Effect

FIDE t s use of funds for expenses that could be considered ineligible and
that have not·been Ie.imbursed reduces the availability of these fund'S,
which may result in lack of liquidity in a given m::ment.

FIDE should make a decision, as soon as IXlssible, on the aJOOunts appearing
in the reconciliation of pending funds such as suspended aJOOunts, and on
other BlTDunts non eligible but paid with FIDE I s flmds.
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FOONIll\TION liDR 'lHE INVES'lMEm' AND QfiVETPmEN1' OF EXBm'S - FIDE

IN\7ES'lMENT AND EXJml' PEVf[QBm,rr ImJ"1lPl'

JJSAIDIIQiIlJRA PJP1IiX'1' No. 522=0312

we have perfm:med a pre-awaJ:d survey of the statement of P.topcsed

Q:lsts for the activities of the Investment and Export Develqment Project,

USAJDjHcrxiuras Project No. 522-0312, to be manaqed by the Fcun:Jaticn for the

InvesbIent am Develcpoent of !)Cport:s (P\Jrx1acian para 18 Inversi6n Y el

Desarrollo de las Exportacicnes -FIDE), and have issued aJr xepot t dated June

21, 1991, in which we disclallMd our opinicn due to significant scope limita

tions.

In planniJ'g arx1 perfcmnin1 aJr~ '(o,lQ consi.dex:ed FIDEIs intemal

centrol structure to manage the pmposed px:oject, in ox:der to detemine aJr

sw:vey px:ocednres for expressin;J aJr opinicn en the statement of Proposed cests

arx1 not to px:cvide assurarx:e on FIDE I S internal cor1b:ol structure.

FIDEIs management is respons:ible for establishirKJ and maintainin:1

an internal centrol sb::ucture. In fulfillin;J this responsibility, estilIBtes am

judgements by management am~ to assess the expect:ad benefits am related

costs of control procedures. '!he objectives of a system are to px:cvide

management with masonable, but not absolute, assurance that assets are
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safeguardacl against less fran UMuthoriz8d use or disposition, ana that

t.ransactians are executed .in acccrr::1ance with manaqSlD8l1t's authcrization ana
1'8Cm'dsd prcperly to permit the preparation of finlmcial statemsnts in accoI'darx::e

with qenarally ao::epted acx::amtin:J priJxdples.

Because of inherent l.1mitatians in any system of internal acx::amtin:J

conb:'cl, erx01'S or irJ:egularities may l'1IIVer't:ha1ess occur and nat be detected.

Also, projection ot any evaluation of tha system to tuture perioc!s is subject

to the risk that ptooedllres may becaD8 inadequate beawse of c:barqes .in

corxU.tians or the degree of oatpliance with the ptooedures may dsteriarate.

For the p.u:pose of this report, we have clusified the significant

int:emal CXIlIt:xol strucb.u:e policies ani ptt:lO&'.111NS in the folladJ'q categories:

financial inftmDation, proc::urement:, payrolls, treasuJ:y, .incaDe, ocnversi6n. For

all of the int:amal <XJUt:xol structure categories listed above, we obtained. an

ume.rst:an::i:i of the design of relevant policies and prooedu.res and whether they

have been placed in operation, and assessed caatrol risk.

We noted certain matt:eJ:s involv~ the int:ernal ccnt.I:1Jl structure

arxi its operation that we oansider to be xeportable canditicns under standards

established by the American Institute of certified PUblic Accountants.

:Reportable c:cnditions involve matters~ to our attention relatin;J to

significant weaknesses in the design or operation of the intemal centrol

structure that, in our judgement, could adversely affect the foun::Jation's ability

to record, process, SUllDIlaX'ize am report financial data oonsistent with the

assertions of managen-ent .in the financial statements.
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our svaluatian of the FIDE I S :lntar:na1 cantrol st:ructura related to

P.toject activities disclcsec:1 the reportable ocn:1itions, described as fimin:.Js

No. 1 thraJgh 4 an the follCMin;J pages of this report.

A material weakness is a reportable ccn:U.tian in 'llhich the design

or operation of the specific internal oontrol st:ructura elements does not reduce

to a :telatively lC70f level. the risk the e:t:tom or iJ:mgu.lariti.es .in 8IIIl:Kmt:s that

walld be material in within a timaly pericd by eapJ.oyees in the ncn:mal cx:urse

of pertorm:l.nI their assigned functicns.

our cansideJ:ation of 'd1e int:ernal. ocrrt:rcl st:ructura would not

necessarily disclose all matters .in the i.nternal oentrol st:ructura that might

be reportable ocn:lltians, and accorclin:Jly, would not necessarily clisclose all

report:a1:Jle ocnditions that are also considered to be material weaknesses as

defined above. we believe that all :reportable c:ax1iticns c:1escri.bed ;in the

followin;} pages as fimin:.Js 1 thraJgh 4 are material weaknesses.

'!his report is intended solely for the use of FIDE and the U.S.

kJer'Cf for International Deve1opnent:. 'Ibis restriction is not interxied to limit

the distribution of this report which, upon ac:ceptance by the Office of the

Inspector General, is a matter of public reconi.

June 21, 1991
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QSAIDJHamURAS PRQJEC'I1 No. 522=0312

FIlDIIIIi

1. Lack of written procedures for purchases,
reception, and availability of cpxJs
aM materials

Ocadi'tial

FIDE applies certain policies regulating the procuranent: procedures,
reception, and availability of C}JOds and materials, however it does not
have a set of written policies.

FIDE should have written policies regulating the procedures, criteria and
autmrization levels applicable for purchasinq, reception, and availability
of C}JOds and materials.

cause

FIDE has not considered it necessm:y to inplanent fonnal procedures for
purchasing, reception, and availability of C}XXIs and materials because
its purchasing volume is not too high.

Effect

'!here is not a criteria defined for the treatment of purchases, reception
and availability of C}JOds and materials. Therefore, these are made in
accordance with the judgment of the persons in chaz'ge of such activity at
that time.

Reo iiiieDdat.ioD

We reccmnend that FIDE, prepares and .iJti>lement a set of written policies
and prccedures for the purchase, reception, and availability of cp:xis and
materials in order to regulate and g;:Mm1 any transaction and to make its
personnel aware of such policies and procedures.
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.a..... Inadequate conversion of tronsactions in dollars

OCaditim

FIDE recoJ:ds transactions in dollars in its acccllmtinq books at an exchange
rate of Ips 2 for US$l, even tb:n1gh the exchange rate h&l considerably
increased over the past four years.

Criterla

FIDE should record its accounting transactions in dollars at the rate of
exchange in force at the date a transactions take place.

Cause

FIDE considers that such funds are derived :fl:an the exteInal debt of the
COlD'ltry, and for such reason, the sarna JmJSt be J:e<X>nied at the rate of
exchange for this item.

Bffect

The consoliclated financial statements (dollars and lEltpiras) do oot
reasonably present FIDE I s financial position.

Reo EiFFena-t.icD

We rec::amend that FIDE: 1) adjusts its financial statement at the current
exchange rate, and 2) haIxiles its accounti.ng transactions in dollars at
the exchange rate in force at the date of the transaction.

3. '!he oonputing network security system
is not properly structured

CoDdiUc:lD

The security paraneters defined for the CCIIpUti.ng network allC7t1 free access
to any user. In addition, any programn:i.ng and infODllation language
contained in the different hard disks can be accessed.

Criteria

Any storage means containing .i.np:lrtant infonnation should have a protection
system which restricts the access to tmauthorized personnel.

cause

Since the ntmlber of persomel that has data processing k:ncMledge is
reduced, the data processing division has not considered it necessary to
iJIplement a rore carplete security system.
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Effect

The infonnation contained in the h8rcl disks can be accessed and mxlified
by arr:I user of the system.

FIDE should mxiify the cxmputing network security system, so that it
restricts the access to hard disks, and make sw::e that every user who
accesses info:cnat:ion is authorized to do so.

4. 'I11e data processing division .is a1s:J
engaged in praIDtion and advertis
ing funQj:ions

Q:mditiaxl

'!be Data PJ:ocessinq Division has been assigned, am:mq its current respon
sibilities, all matters in connection with ptaJDtion and advertising.

Crit.eria

'!be Data Processing Division sOOuld only and exclusively be in-chaIge of
pmcessing and generatinq info:cnat:ion.

cause

Acco:rdinq to the criteria of FIDE's management, the Data Pmcessinq
Division should be in charge of the praoot:ion and advertisi.nq functions.

Effect

I1Tp:>rtant resources are diverte:l towards p:x:alDtional and advert:isinq
activities meanwhile reducinq the pr:oducti.vity of the Data Processing
Division.

Ref.:'c i.i1MWdaticn

FIDE must separate the pronotional and advertisi.nq function fmn the
duties of the Data Processing Division, limiting the Data Processing
Division to such aspects related to the autanatized infonnation system of
the institution.
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FaJNIlATIW' mR '!HE nMS1MEN1' AND QEVETQImm' OF EXBlRI'S - FIDE

nMS1MEN1' AND EXBm' DfiYfiTQB:1W1' PB:rJECl'

USAIQ/lDiIXJRAS IB:\1ECl' No. 522=0312

we have perfcn:msd a pre-award survey of the statement of PJ:upcsed

Q:lsts for the activities of the Inwsbnant am Export DevelqlOOlit Project,

USAIDjHaI'duras project No. 522-0312, to be managed by the Fourxlation for the

InvesLJiSlit am DevelopllE!ut of Exports (!\mdaci6n para 18 Inversi6n Y el

Desar.rollo de Exportaci.anes -FIDE,) and have isslled our report dated JUne 21,

1991, in which we discJ.aiDd our opinion due to significant scope Umitatians.

FIDE's management is respansible for CXIlIp1iance with agxeeusllt terms

am applicable laws and regulat1alS. As part of our :review to obtain reasonable

assurance as to whether the statement of PJ:cposed Q:lsts is free of material

misstatement, we perfcmoed tests of exmpliance with agreement te1:ms and certain

provisions of laws am regulatialS. However, CA1r objective was not to provide

an cpinion on overall ccmpliance with such provisions.

'!he results of CA1r tests irxiicate that FIDE had ccmplied, or was in

position to c:::amply, with applicable laws arxl mgulations arx:'l ptop:JSEd agreement

-29-



ARTHUR A.VDERSEN 81 GO.

te1:ms. With J:eSpeCt to items nat tested, nat:hirq cams to cur a1:t:enticn that

caused us to believe that FIDE had not CXIlPlied, in all material respects, with

those provisicns.

~ teport is intenc1ed solely for the use of FIDE ani the u.s.

1'q3rI::y for Int:e:matianal Deve1qmant. '!his ~ictianis nat .tnt:emec1 to limit

the clist:rimtion of this repozt whic::h, upa1 acceptance by the Office of the

Inspect:cr General, is a matter of pmlic reccni.

June 21, 1991
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USAIP/HOODURAS POOJECr No. 522=0312

Report on proposed costs

1. FIDE should provide the technical bases used in the preparation of its
proposed statement of cost.

2. FIDE should mvise its pzoposed statement of costs, in order to avoid
duplication of costs.

3. FIDE should revise its projected statement of costs am rectify the
incorrect awlication of estimated rates for the projection of administra
tive expenses.

4. FIDE should provide documentation supporting the application of proper
inflation rates for the expeMi.tw::es forecast.

5. FIDE should estimat:e, on a technical basis, the al'IDl.Ult of costs mt
included, am then revise the projected statement of costs.

6. We:reccmnend that FIDE re-estimates the bank charges based upon actual
figures taken fran the statsnent of Pmposed Costs.

Management cgpabi 1ity

1. In order to obtain .imnediate :results, FIDE should design am inplEm3Ilt a
personnel manual for hiring personnel with sufficient experience in
handling siJnilar projects. In acttition, FIDE should iJlplanent an
incentives and merits t p1.og:LdllI which wuld result in I1Dre IIDtivated
personnel, reducing then the turnover rate.

Financial cgpability

1. FIDE must define and establish a system that realistically estimates the
funds in lenpiras available at the central Bank for its activities.

2. FIDE should make a decision, as soon as possible, on the aIOOlUlts awearing
in the reconciliation of pending funds such as suspeIXled anDmrts, and on
other am:nmts not eligible but paid with FIDE's funds.
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Internal OQIItrol struqture

1. we reolllllmU that FIDE, prepares ani iDplement a set of written policies
an:! ptoc:-edJ:u:es for the p.u:d1ase, :reception, 8J'X1 availability of goods am
matarials in onler to J:'egU1ate ani qavern any transaction ani to make its
personnel. aware of such policies ani procedures.

2. we J:eO 1"leM that FIDE: 1) adjusts its f.inancial statement at the cw:::rent
exc::haJ'qe rate, ani 2) handle its~ transactions in dollars at the
exc::haJ'qe rate in force at the date of the transac::tion.

. 3. FIlE sha.1ld DD:1ify the cx:IIPltiD1 netwm:k security system, so that it
.restricts the access to hard. disks, and. make sure' that every user who
accesses infm:matial is authorized to do so.

4. P'IIE DI.1St separate the pnmJtiooal an:! advert:is:iD;J functi.cm f.t'an the duties
of the Data PJ:ooessiDl Division, limitJ.rq the Data P.r:coessiDl oivisial to
such aspect:s mlated to the autallatized infOJ:JIBtion system of the
institution.

-32-



· FU!:Cl6n.Q l~rsl6n VDesarrollo de Exportoclone.

Apartado Postal No. 2029, Tegucigalpa, Honduras
iTelSfonos: 32-9345,32·0937
i
!

PE-2bl-91

Tegucigalpa, M.D.C., July 19, 1991.

Sirs.
Arthur Anderson & Company
Edificio Camara de Industria
St~. Nivel
eiudad Guatemala, Guatemala

Dear Sirs:

Telex 1476 FIDE HO
Fax: (504)311808

Wi th reference to your report regarding the "Pre-A....ard Sur'le'/ of
the Foundation for Investment and Development of Exports"; we are
hereby submitting our ans....ers and explanations to your various
findings.

It is our belief that the answers contained and the corresponding
actions to be taken by the Foundation will correct and or clarifY
the above mentioned findings.

Truly Yours,

~
/I

"

NORMA B CEXECUTI~RE IDENT

NG/eda
cc: File
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REPORT ON PROPOSED COSTS

1. INCOME AND EXPENDITURES DETERMINED WITHOUT SPECIFIC BASIS

Recommendation:

FIDE must supply the technical basis for the preparation of
statements of proposed expenditures.

Answer:
FIDE prepared its budget projections for the period 1991-1995
according to the information from previous years and the
objectives and goals programmEd for the period previ.ously
mentioned.

The budget for 1991 is the base for the rest of the years and
was prepared in great detail, that is; by Department, by
account and for the most important areas and anexes were
prepared to provide the corresponding backup. We accept that
some documentation was not be prepared which has now been done
following your recommendation. (Anex No.1).

BUDGET IN LEMPIRAS

From the total figures for the projec t, we know that the
budgp-t in Lempiras increases with relation to the projections
presented recent 1y in the amount of Lps 939.4. This is
constituted principally by the cost of constructing a building
which is now incorporated into the budget. Before there was
no clear definition as to the construction decision.
Additionally other changes occurred, such as:

a. The transfer· of the moving cost of the Tegucigalpa
offices to San Pedro Sula from 1991 to 1992.

b. The reduction in the rental estimate of a new building
in San Pedro Sula as of 1991 and

c. Other adjustments for updating some numbers because we
now have more recent information since now we already
know some of the cost of 1991. (Anex No.II).

I n cone lusion, the budget for 1991 was increased in L14. 7
which represents a difference of ~%. In the total period the
increase is of 4.6% and as mentioned previousl y the most
important in money is the inclusion of the cost of
construction for a building.
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BUDGET IN US DOLLARS

(:
',,1

The budget in dollar is US$45.9 in the period of 5 years. The
principal increases are in the consul ting and study areas
since originally we had assigned a fixed figures of US$600.0,
which according to Mr. Michael Keveny "Acting Director of the
Office for Private Programs", it is what they had programmed
for this area. In investments a reduction was originated for
two principal reasons:

1. Because the equipment for printing was not acquired and

2. Because of reconsideration of some purchases in dollars
for the construction of the building. (Anex No.III).

It is important to mention that an amount of US$100,OOO that
was reduced for the area of investments has been transferred
to the account of promotion and propaganda for 1993, since we
have in mind that will intensify the promotion of investment
overseas. For this purpose Mr. Robert Brant, the ac tual
Laison Officer in his report will provide more ample reasons.

Overall the budget for 1991 presents a reduction of 2.5% which
was originated by the updating of some projections with more
recent information, for example the cost of 3 cars that have
been purchased was less than originally estimated. In the
period of the 5 years the difference is 1%. The main reasons
that originated this difference were already mentioned.

2. EXPENSES FOR ONE PERIOD WHICH WERE PROJECTED TO THE OTHER
YEARS.

Recommendation:

FIDE must reviews its projected exp~nditures to avoid
duplication of costs.

Answer:

The cost for moving the Tegucigalpa offices to San Pedro Sula
has been transferred to 1992 and this amount is presented
separately from the rest of the budget items in order to avoid
affecting the projection for the following years. (Anex
No. I I ) ..

(
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3. PROJECTIONS OF ADMINISTRATIVE EXPENSES

Recommendation:

(

FIDE must review projected expenditures and correct the
projections to correspond with the inflation rate.

Answer:

The projections prepared for each investment area were
prepared using the inflation estimate preparead by the
economic section of USAID. (Anex No.II).

4. LACK OF DOCUMENTATION EVIDENCING THE METHOD USED TO DETERMINE
THE RATES OF INCREASE IN EXPENDITURES TO BE FORECASTED.

Recommendation:

FIDE must provide the documentation to support the application
of inflation rates to the projected expenses.

Answer:

Initially during the preparation of the financial projections
varios percentages were used due to the difficulty of having
sufficient information from some responsable institutions.

Finally and after several meetings with representatives from
USAID we used the percentages that were considered the most
appropriate. For reference we provide the preliminary
projections prepared by Mr. William P. Kostrewski (officer of
the Office for Private Sector Program from USAID).(Anex No.V)

On 18 july of this year we received from Mr. Lars Klassen a
copy of a document containing the percentages for inflation
for the years tc be projected. (Anex N~.V)

As expressed by Mr. Klassen the projections are inexact
because they are only estimated ,therefore each one of the
budget areas from personnel expenses, operations,
administration will be affected in the same measure that the
rate of inflation is greater than estimated.
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5. COST NOT CONSIDEREP IN THE BUPSET

Recommendation:

FIDE must est~mate using a technical basis those costs not
included in the projections.

Anslo'lers:

a. It was decided not to acquire the printing equipment
because it was thought that even with difficulties we are
still able to obtain the printing of the promotional
material in local printing shops. At the sam~ time FIDE
would not lose sight of its principal objectives. With
reference to the monitoring program; according to the
experience in Costa Rica it is thought to be
sel fsuff ic ient, therefore no budget as;igment is required.

b. The expenses for mai~tenance in Lempiras were increased
in a percentage greater than other areas for 1992
considering new purchases of equipment. Take note that
several assets will be replaced which will produce some
reduction in fixed assets.

c. The assignment for the payment of the Laison Officer was
prepared from the begining using as reference the
contract of Mr. Marvin Brant who worked until the end
1990 in this position. For 1991 we only considered a
period of 6 months, but for the rest of the years, a full
year was considered. The new modifications in the budget
are for the contracting of other consul tants, !Since
orginally Mr. Michael Keveny informed us that the total
available for this concept including the Laison Officer
was USS600.0. (Anex No.III).
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6. ESTIMATE OF BANKING EXPENSES

Recommendation:

It is recommended that the estimate for banking expenses be
prepared again.



Answgr:

The estimate for this &xp.n••• were prepared again. In the
case 01 the Ferd w. have reconsidered the estimate for the
placing of available funds; that is ww conaidered that only 4
months during 1991 when income is generated and consequently
costs will be inccured. (Anex No. VI)

REPORT ON MANAGEMENT CAPABILITY

1. LACK OF STAFF EXPERIENCE

Recommendation:

In order to obtain inmediate results FIDE should design and
implement a personnel manual in order to contract personnel
with sufficient experience in managing similar projects.
Additionally FIDE should implement a program of merit and
incentives that would result in haVing more motivated
personnel and consecuenlty reduce the turn over rate.

In fact, FIDE had high rotation of its personnel during 1990.
The main reason for this was due to the low salaries of the
staff which when confronted with the better saiaries that are
offerred by new investors and some local companies as Te~aco

Caribbean, Central American Bank tor Economics Integration.
Zip Choloma, and Zip San Miguel. FIDE was not able to offer
better salaries to those employees due to limitations by USAID
who only permits increases of 5% annually due to seniority.
This situation was not changed until the end of the same year
when the Board of Directors approved a cost of living
adjustment in order to meet the salary needs of the personnel.

As far as .the lack of experience of the External Promotion
Department Personr.el which is mentioned in the report, we
clarify that regarding the lOG (Foreign Offices); the
di rec tors understand their work and have the abi Ii ty and
experience needed to occupy their positions. For example in
the case of the Miami Of f ice t the ac tual direc tor was the
administrative assistant/secretary of the prior Director and
when she took over that position she knew the process thereby
requiring no training program. The other position in which
there was a change was the North East Director (New York)



where the substitution was made
promotor. Consequently, in
interruption the development of
offices.

(

using the local counterpart
both cases there was no
the worl< programs in these

We would like to also mention that the peroeonnel who work in
these offices comply with the contract requirements such as
work plan and with the total picture in the development of the
program. (See attached copy of the comments and the anexes).

With reference to the matter stating that FIDE does not have
a manual with the job descriptions for the personnel, we would
like to state that FIDE does have a personnel manual. While
is true the manual does not contain a job description, each
individual file of the personnel has a job description and
there also exists a form for evaluation that also forms part
of the employee file.

FIDE does not have an updated salary policy due to the present
circumstances; such as inflationary process, competitive
salaries in the market place. The Foundation at present lacks
an incentive program. Keeping in mind that FIDE's main asset
is its' pe,~sonnel, the E)\ecutive President made a formal
commi tment wi th the Board of Directors of the Foundation
during 1991 that a new salary policy will be defined and that
pay in accordance with the present circumstances will be
implemented. For said purposes we have defined the terms of
reference for a study and we have already received offers for
a study which leaves pending only the granting of the
contract, which the Board 01 Directors during thei,r next
meeting should approve.

--
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REPORT ON FINANCIAL CAPABILITV

1) UNCERTAINTIES IN THE AMOUNT TO BE FINANCED BV rHE CENTRAL BANK
OF HONDURAS

RECOMMENDATION:

FIDE must define and establ ish a system that allows the
estimate of Funds in Lempiras ~vailable at the Central Bank
for its activities.

ANSWER:

Up until August 1989 FIDE was able to maintain a fairly good
estimate of the usage that industrial firms made of both the
Lempira and Dollar lines since all applicants had to come
through F IDE to obtain a certi ficate of el eg ibi! i ty which
enabled them to access the funds. This estimate was only good
as long as the fund was not totally utilized since it was also
being used by FPX clients.

l'1onthly information regarding actual usage of funds always
came to FIDE via USAID. Central Bank never informed us
directly since they had no obligation to do so. Due to thlS
situation we were only able to obtain information from them
due to personal relationships and when USAID asked them to do
so.

As it became more and more importan t for us to determine
prec isel your projec ted income we obtained det.:u led
information from Central Bank which we thought would enable
us to understand their method tor calculating prOjected
income.

In spite of the above detailed information and repeated visits
to Central Bank we were unable to balance with their figures
because of their periodic adjustments to reflect changes in
each individual loans and their deductions from our income to
comoensa te for overpaymen ts in a orev ious semes ter. fa
further comp 1icate above procedure Cen tra 1 Bank a Iso '.J~es

different cutoff dates for interest calculations and these
dates are never preprogramed.



In order for FIDE to be able to properly fore~a~t its income.
Central Bank must fully mechanize their a~countinq system and
they would have to present a detailed monthly report on a loan
by loan basis , so F I DE can be aware of new users or- non
performing loans.

In view of the above mentioned situation, FIDE is unable to
forecast with any reasonable accuracy its future income. Our
e><periem:e in dealing with Central Bank and their record
keeping system indicates that the only way to balance our·
projections with theirs would require a monthly re'/lew 01'

every loan given out by Central Bank and a coordination as to
the date they will use for interest cal~ulation ~utoff every
month.
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REPORT REGARDING FINANCIAL CAPABILITY

2. RECONCILIATION OF FUNDS IN DOLLARS RECEIVED FROM USAID

Recommendation:

FIDE must: decide as quickly as possible how to define the
status of quantities that appe3r in the reconciaIiation of
funds received from USAID, such as suspended values and others
that are not elegible and that have been covered with FIDE
funds.

Answer:

FIDE carries out a monthly reconciliation of those funds
received from USAID in which the status of all items are shown
in brief form; included are transfers received and values paid
and the accounting registers.

In fact, as of 31 March there was a balance in favor of FIDE
for US$20,967.14, considering that the reconciliation is
cummul ative and wi th the purpose of providing more recent
information, we present the answer as of 31 May:

I. Amount to be paid according to USAID
Transfers received US$2,021.528.25
Accepted liquidations 1,933.225.69

Balance to be liquidated

II. Balance accordinq to FIDE

US$ 88.302.56

1. Cash on Hand
a. cash
b. Revolving
c. Banks

and Banks
56.73

funds 45,000.00
12,598.38 57,655.11

2. Values in transit
A. Liquidations sent and not

applied as of 31-5-91 by
USAID.

a.
b.

No. 108
No. 109

$30,197.41
20,169.55



B. Resubmitted in transit

('

a.
b.
c.
d.

From 17-4-91
F ... om 14-5-91
From 15-5-91
From 18-5-91

2,710.58
2,630.47
2,937.50
3,261.50 11 ,540.05

c.

D.

Net Amounts paid pending
submission to USAID.

Suspended values pending
resubmission

5,385.37

4,690.24

3.

SUB-TOTAL
less
Balance according to USAID

Balance in favor of FIDE
A. Di ...ect t ...ansferences
b. Balances of previous

transferences to cover
ce... tain amounts

71,982.62
129,637.73

(88,302.56)

41,335.17
$40,000.00

1,335.17

FIDE has deposited its own funds during the last few months fo ... a
value of US$40,OOO as shown in Anex No. VII. This operation was
ca ... ried out to cover expenses while USAID transferred the payments
programmed for the p...esent yea.... The delay was o ... iginated by the
ending status and extension of the project. As of the present time
we received normally the payments and we shall proceed to carry out
the required reimbursement.

The balance of US$ 1,335.17 ...eflects the ~inal difference after
covering with our funds of those expenses that are not elegible.
This value will be maintained with the purpose of covering future
expenses that are not recognized by USAID. (Anex No. VII~
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REPORT REGARDING THE INTERNAL CONTROL STRUCTURE

THERE IS NO MANUAL FOR PURCHASING, RECEPTION AND AVAILABILITY OF
ASSETS AND MATERIAL

Recommendation:

FIDE must prepare policy and procedures for purchasing, reception
and availibility of assets and materials in order to regulate and
establish standard procedures. FIDE personnel must be watchfull
of policies and procedures.

Answer:

FIDE has the regulations for the purchase of asset and services in
the Manual of Internal Procedures which was authorized by USAID.

May 15 of 1989; besides, new acquisitions were realized in
accordance; with the budget assignations that are approved by the
proper authorities. If you look at the principal areas we can
mention the following:
1. Paper and material:

a. Quotes

For purchases above Lps.500.00, you must obtain 3 quotes
from suppliers except for the case when the supplier is
an exclusive distributors; then only one quote is
obtained. For this purpose a prepared form is used or
it is obtained on stationery of the supplier.

For purchases under L500 one or two quotes are obtained
depending on the nature of the purchase. The quotes are
obtained in writing or by telephone. The purchases made
with petty cash no quotes are obtained.

b. Purchase order

The Vice-Presidente of operations reviews the quotes and
in accordance wi th the condi tion of price and qLlal i ty
instruc ts the accounting assistant, so the accounting
assistant proceeds to prepare a purchase order which is
signed by the responsabl e executive according to the
manual of financial authority.

For purchases made wi th petty cash fLlnds no pLlrchase
orders are prepared.
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Receipt and storage

Artie les are received for storage by the accoLlnting
assistant who is responsible to verify condition and
status upon receipt and also 01 the corresponding
custody. For every entry a document of recei pt is
prepared and along with the bill for the purchase it is
attached to chec~ fo the corresponding payment.

d. Outgoing

All outgoing m•. ~,i:'r: ,'.1 s are registered out on
called "order f~r d~livery of paper and
materials".

e. Accounting reg:~~~r

a form
office

The entry is reg.:..:" ·~e'\.'t: in the operation of each check
and outgoing mC'!t. ...r ~;."." Bccording to the corresponding
documents.

f. Inventory

A permanent inventory is maintained which contains
entr ies, bal ance of the previous month and the nelo'l
balance. Besides, periodically counts are carried out
in order to verify balances according to books.

2. Fixed assets

The same process is followed for the purchase of materials;
that is a quote is obtained and the purchase order is
prepared. The asset is received directly by the department
and the employee that will utilize it signs the receipt that
the item was received to their satis~action. The accounting
department carries out the confirmation or verification of the
asset, placing the respective inventory number and effecting
the accounting register required.

The Foundation has a defined a system for purchases for
everything in our operations. The external auditors "Tovar
Lopez y Associados" in their report dated may 9, 1991
recommended that various materials should be charged directly
to expenses that is without making entries to supplier.
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The Founda.tion has a det ined a system for purchases for
everything in our operations. The external auditors "Tovar
Lopez y Associados" in their report dated may 9, 1991
recommended that various materials should be charged directly
to expenses that is without making entries to supplier.

REPORT REGARDING THE INTERNAL CONTROL STRUCTURE

2. INADEQUATE CONVERSION OF DOLLAR TRANSACTIONS

Recommendation:

I t is recomended that FIDE: 1. Adjust
statements to the actual exchange rate. 2.
operations in Dollars be done at the exchange
the date of the transactions.

Answer:

its' financial
That accounting
rate in place on

FIDE prepares on a mont.ly basis two financial statements with
all their anexes~ one in Dollars and one in Lempiras,
additionally both statements are consolidated converting the
Dollars at the oficial exchange rate of L.2.00 to $1.00. This
system is followed because the hard currency is managed under
a simple system cif entry and exi t since FIDE, in the same
manner that we receive the funds from USAID, we also proceed
to realize the payments required in that currency.

In other words the Foundation develops its' activities under
a mecanism of reaching objectives for the general benefit of
the country and not with the purpose of obtaining profits.
Besides the funds that are received from USAID are provided as
a donation for FIDE.

In a report regarding the review of the
as of December 31, 1990 presented by
"Tovar Lopez y Associados" they refer in
regarding financial statements-changes"

financial statements
the accounting firm
their chapter "Notes
that FIDE registers
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its' accounting operations in Dollars at the oficial ey.change
rate is Lps.2.00 per $1.00,
requiring the sale of currency
the exchange rate is given by
Market place.

adding that for transaction
(this is not the case for FIDE)
the value of the Dollar in the

~I



REPORT ON INTERNAL CONTROL STRUCTURE

THE NETWORK SECURITY SYSTEM IS NOT PROPERLY STRUCTURED

Recommendation 3

FIDE should modify the network security system, so that it
restricts the access to hard disks, and make sure that every user
accesses the information that is authorized to.

Answer

Presently, the network system allows free access to any hardware
device defined within the yystem. However, access to the software
packages each user works in is restricted by passwords and further
more confidential data is secured via passwords and is
responsability of the user.

The administration modules also restrict the use only to those who
know the password. The Operations Department has authorized only
certain personnel to access the system.

However, eventhough the number of personnel with programing
knowledge to access the modules or other data through other more
complex procedures is reduced to the Information Department
personnel, measures will be taken to further protect the
information.

The network system is capable of restricting access to those
hardware devices containing confidential or important data. These
restrictions will be imposed immediately by the Vice-President of
the Department.

THE DATA PROCESSING DIVISION IS ALSO ENGAGED IN PROMOTION AND
ADVERTISING FUNCTIONS

Recommendation 4

FIDE must separate the promotional and advertising function from
the duties of the Computer Division, limiting the Computer Division
to such aspects related to the automatized information system of
the institution.



Answer

(. (
'.

Dum to limitations in personnel, the Information Department has
absorbed promotion and advertisinQ functions. However, the division
has recently acquired an information official who is directly in
charge of these tasks.

On the other hand, another technical assistant will be contracted
in the next two months to be responsible of all programming. This
way, the Division will finish automizing the information system in
the Operations Department.

In the future, management will stUdy the possibility of increasing
personnel in either or both sections of the division, depending on
the needs and how the work develops.

Presently there is no need to separate the. sections into different
divisions. The work load does not require it. Two technical
assistants in data processing and communications, an Information
Official and a Secretary/assistant headed by the Vice-President is
sufficient at this time.



REPORT DISTRIBUTION

Appendix I

U.S. Ambassador to Honduras 1
D/USAIDlHonduras 5
AAlLAC 1
LAC/CONT 1
LAC/CAP/H 1
AAlXA 2
XAIPP 1
LEG 1
GC 1
AAlMS 2
FMlFPS 2
PPC/CDIE 3

OffIce of the Inspector General

IG 1
AIG/A 1
IG/AIPPO 2
IG/LC 1
IG/RM/C&R 5
AIGII 1
IG/AIPSA 1
IG/AIFA 1

Regional Inspectors General

RIG/AlCalro 1
RIG/AlDakar 1
RIG/AlEurope 1
RAO/Manlla 1
RIG/AlNairobl 1
RIGlAlSlngapore 1
RIGllrreguclgalpa 1


