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MEMORANDUM 

TO: 	 USAID/Guatemala Director, William S. Aones 
FROM: 	 RIG/A/San Jose Acting, Wa -

SUBJECT: 	 Audit of USAID/Guatemala's Rural Primary Education 
Improvement Project Activities, Managed by the National 
Bicultural Bilingual Education Program, January 1, 1989 to 
July 31, 1992 

This report presents the results of a financial audit of the loan and grant 
agreements for the Rural Primary Education Improvement Project activities, 
managed by the National Bicultural Bilingual Education Program (Programn)
for the period January 1, 1989, to July 31, 1992. The audit firm affiliate of 
Arthur Andersen & Co. in Guatemala prepared the report dated June 28, 
1993. 

On December 27, 1984, USAID/Guatemala and the Government of 
Guatemala signed a grant and loan agreement for the above project for 
$3,300,000 and $10,204,000 respectively. The project's specific objectives 
were to: develop systematic education for the monolingual school 
population of Maya origin; strengthen the identity of the Indian population
of Maya origin; develop, implement, and evaluate the bicultural bilingual
educatiorn curriculum, and strengthen, consolidate, and preserve the purity
of native Indian languages. The Program functions as an office through the 
Directorate of Rural Socio-Educational Development in the Ministry of 
Education. The project assistance completion date was August 31, 1993. 

The objectives of the audit were to determine whether: (1) the Program's 
fund accountability statement presents fairly, in all material respects, the 
agreements' financial situation, (2) the Program's internal control structure 
was adequate to manage its agreement activities, and (3) the Program
complied with the terms of the agreements and applicable laws and 
regulations. The scope of the audit included an examination of the 
Program's activities and transactions to the extent considered necessary to 
issue a report thereon for the audit period. 



Arthur Anersen wis of the opinion that the f1117( accolintability statenlwnt 
pLresents fairly, in all material resl)ects, the Progran's re(ceipt s and 
exI)elditilres u1nder the aitreemeits, except for qi iestionia)le costs of 
$169.700. The .iicest ioned costs oi"$56,462 concerned expenses iliwirred 
by the fTo,(I, i7 for aniotints that exceeded authorized 1)1g(lets. 
Unsupp)orte(d ()3tH of $113.238 consist(l of (XI)xcilse for which no origilial 
(1(l l i 0iIent existe(1. 

Regt;Inlinit the ilterni l control strl] cture. the aitilitors identifie(d t611r 
weakiesses. of Wui('lh t hey considler the first three material. The auditors 
toi 11(1 thlt thlie Io(f ;iIan: (1)didI not prepre luned aicc()lnta])ility 
statemenriits, (2) (Ii(I raio folflow iiolper )roce(lilres for preparinll li(lliiation 
vxotichers s iiiilit I('(Il t( USAll)/Guateial a. (3) lacke(d proccdI ires to assi ire 
COl0li;ic with thet eTms of"l'le othe aleementsiIn( with applical le laws and 
re' ]fit I(o s.i1((1 (4) (li( Inot (icel ('XI)enise vTo chers,. c 

Regiinf'liiL lic Ii'l()gfl-ali's coiilpliaiince with the t('rms of the iaLreemeciits and 
applica le llws 111d(1 1'-cLlla I t , the aI (liloIs i(lertified two material 
instances of no'icouliliance. "lheailitors toll(1 that the PI'ofrail1 did not: 
(1) iaiiitaiu (l cllnientation to stl)l)Ort the re(qluired comterpart 
contiil) itioris aii1 (2) prepare Ill evaluaitio ofnscholastic perfolmance and 
drol)olit levels, relpetitio)ns a,n( 'radtlations as re(fliired. 

Although ( he l)i'rotc ended Auli ist 31, 1993. according to 
USA [)/Gi iateiala officials, the Mission is iising the Progran in an on
going )roj(ct. We are therefore recoinine iign action to coIect procedtiral 
deficicnci s identified by the auidit firm with respect to the Program's 
internal control strict ire as well as recovery of (liiestionable costs. Also, 
we strongly suggest that USAID/Guatemala obtain afull accounting 
of the Government of Guatemala counterpart contributions provided 
through the Nationa! Bicultural Bilingual Education Program to the 
project over its life, taking appropriate actions should shortfalls be 
noted. 

We are inch,(ling the following recommendations in the Office of the 
Inspector General's audit recommedation follow-tip system. 

Recommendation No. 1 

We recommend that USAID/Guatemala resolve the questionablk costs 
of $169,700 ($56,462 questioned and $113,238 unsupported) 
identified in the Arthur Andersen report dated June 28, 1993, and 
recover from the National Bicultural Bilingual Education Program the 
amounts determdned to he unallowable. 
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Recommendation No. 2 

We recommend that USAID/Guatemala obtain evidence that the 
National Bicultural Bilingual Education Program has established 
procedures that will ensure that the program: (1) prepares fund 
accountability statements, (2) follows approved procedures for 
preparing liquidation vouchers submitted to USAID/Guatemala, (3) has 
designed and implemented policies and procedures for assuring 
compliance with terms of the agreements and with applicable laws and 
regulations, and (4) cancels expense vouchers appropriately. 

Rec()nnmenlioiin No. I vill 1e consideredl resolved lipon USAID/ 
Glateim1a's (leterinination of the ;lllOlilt of rc)Vey lin(l vill N, consi(lered 
cl(o-, ( 11pon the reu',c) y of fillds. of-fset of illids, or issilan e of"I 1)ill for 
collection. Rcc,0o11)mle/(l tiofn No. 2 can h e r,soIvx,(l Mhen USAID/Giuateniala 
presents an 'cce)tll(efirm ilan of action to correct the re)orted
(eficienciesand(cal Ihe closed when it ""aea cecc that the 
re(llired l)roce(d1lires have 1been estab1)lishe(. 

The report was (lisci sse( with rei)resentatives of the Program who generally 
agreed with the findings and recommendlations incllded in the report. The 
Programi's coimnents are included as Annex 1 to the Arthur Andersen 
report. 

This thnal audit report is 1)eing transinitted to you for yotur action. Please 
advise this office within 30 (lays of actions planned or taken to resolve and 
close the recommendations. 
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Mr. coinae N. GOzkhad
 
Regional Inspector General for Audit
 
United States Agency for International Development
 
San Jose, Costa Rica
 

Dear Mr. Gothard: 

This report presents the results of our financial audit of the RURALPRIMARY EmXXCATIcN ITh1OVE1 PROECT, USAID/JmmI P aJr No. 520-0282,implemented by the NATIONAL BILURAL BILINUAL XDATICN PORAM (p I) forthe period frcm January 1, 1989 through July 31, 1992. 

I. BACKGROUND 

On December 27, 1984, the United States Agency for internationalDevelopment in Guatemala (USAID/GUEAA) ard the Government of Guatemala (GOG),
through the Secretariat General of the National Planning council 
 (SmipE),
the Ministry of Public Finance an4 the Ministry of Education, signed Grant
Agreement No. 520-0282 for US$ 3,300,000 and Loan Agreement No. 520-V-038 forUS$ 8,700,000, to provide funds for the RURAL PRIMARY EXXXICU DIMFEKiMJwr implawnted by the NATICtAL BICLMTUR BIM M EIXATIaN PRGRAM
(PROEBI). By amendment No. 1 of September 27, 
 1986, the Loan Agreement wasincreased to US$ 10,204,000. The end of the Project was scheduled for November15 and 30, 1990, for the loan and for the donatin, relxctively. Both dates ware extended to July 30, 1993 through Inpleentation Letter No. 42 of Decemer 
22, 1992. 

The Project was designed to improve the quality, overage and efficiencyof the services in primary schools for the Indian population of ihe country.Starting with a pilot program of 40 schools, the t kID bilinqul education program developed a new bilingual curriculum and teaching methodology until 800schools were reached, which in turn reduced repetition aid increased thepercentages of completion and graduation &Ton Indian children. 

The Principal disbursMP-nt cateW' ies of the Project were: (a) researchand evaluation; (b) curriculum development; (c) training; (d) educationalmaterial aid school furniture; (e) administration and supervision; (f) technical 
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ARTHUR ANDERSEN & Co. 

assistance; (g) evaluation and audit; and (h) contingenies. Desks and otherschool equirent were distributed to 800 schools, and more than 2,700 bilingual
teachers were recruited and trained in the use of the new curriTulum and thebilingual material, and in the techniques of teaching in their native languages.
In addition to the loan and grant funds provided by LsAm to meet the goals ineach area, the Ministry of Education of the Governmnt of Guatemala unde-took to
provide counterpart funds of Q 60,692,560. 

II. 	 AUDIT 0&JF2TV7ES 

The audit was performed in accordance with generally accepted auditingstandards and Govenment Auditing Standards issued by the Crptroller General ofthe Unitd States (1988 Revision). Consequently, it included tests of accounting
records considered necessary in the circumstaces. 

Th specific objectives of the audit were to determine whether: 

1. 	 The fund accountability statement of the Project financed with USAID
funds reasonably presents, in all material aspects, the income
received and costs incurred for the period frotn January 1, 1989
tbro4 July 31, 1992, according to generally accepted accounting
principles or another comprehensive base of acounting, including
cash based accounting and mdifications to this base. 

2. 	 The internal control structure is adequate to adinister Project
activities, through evaluating and obtaining sufficient
understanding nf the internal control structure of p1zEBI,
evaluating control risk, and identifyi reportable conditions,
including ibnortant internal control weaknesses. 

3. 	 PHOEI complied, in all material respects, with the terms of the 
agreement and with applicable laws and regulations, and to express
positive assertion on the matters evaluated and a negative assertion 
on matters not evaluated. 

4. FRWEBI has taken adequate corrective actions on the recommendations 
of report3 of previous audits. 

III. 	 SO01 2 CF THE WORW 

The scope of the work consisted of: 

A. 	 PrePminary audit prgbntg 

We reviewed project-related docurrents to familiarize ourselves with the 
Project.
 

B. 	 E amnation of fund accountability statrnt 

We examined the Project fund accountability statant for the period fromJenuary 1, 1989 through July 31, 1992, 	 including all direct assistance fundsreceived from USAID identified by loan, grnt and budget amounts for category and 
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ARTHUR ANDERSEN & Co. 

principal item. Ixoe received from LUAID less costs incurred, after takinginto account acruals, should reconcile with the cash halance on hand and/or inbank accounts. 

C. Internal control 6tructur 

We reviewed and evaluated m I's internal control structure to obtainsufficient unerstanding of the design of important ontrol policies andProcedures, and whether su ?licies aid procedures have been put into practice.The report on the evaluation of the internal control stnrtuce identifies theimportant categories of the internal control structure, reportable conditionswhich affect the design and operation of the internal control structure, andreportable conditions considered to be significant we. Mi weaknesseswere included in a letter to FUEBI malagement. Reportable conditions,including significant weakr ses, are presented in this report as .fi.idingn. 

D. Corpliance with agreement terms and applicable
laws and reguations 

We verified cxompance in all material respects with the term of theagreeant and with applicable laws and regulations, and we observed AICPA AU 801(SAS No. 69) auditing standards, "Complianc Auditing Applicable to GovennintalEntities and other Recipients of Governmental Finayjal Assistance". The reportincludes a positive assertion on matters evaluate and a negtiv3 assertion cnmatters nort evaluated, and the inpo.tant cases uplianceof which areincluded as "firiing" in this report. 

E. Fbllw--, onre__.dns fromprMe '(2!axu -
We evaluated the actions taken on the findings and reomendations in thefinancia audit of PRONII perfornmd by the fin Lara & Qrizalez, affiliate ofthe international firm 7Uhe &Co, as of December 31, 1988. 

IV. RESULTS CF HE AUDIT 

This section Presents a amiary of the reblilts of the audit and brieflydescribes the ore . otant points and problems found, which are oammted onin more detail in the relevant sections of this report. 

Excpt for the effect of the foll -ing:(1) p stionable wts toAlling
Q 798,734 for the loan and grant agreement
confirmation (see Note 5); (2) lack of reply to thesent to the Agency for International Develmt (USAM) on theamounts oxwtrihited to the proga; (3) lack of response to omfinmtion sent toMinistry of M ation legal advisors; and (4) lack of req m to cvfimatim
sent to the State Accounting Departmnt about counterpart oontributions for the
Project and (5) lack of a representation letter from I Is manaemnt,fund accountability statcant reascably presents, 
the 

in all matermi respects, thecash receipts and disbuseents of the MMAL PRIMARY EDUCATIOK IMdW1ENTP'WECr, USAID/G A PR NECN.o 520-0282, for the period from January 1,1989 through July 31, 1992 and its cash balances at July 31, 1992 In accordancewith the axxiiing b se dcribed in o*e (3) to the fund avcctmtability statwayt. 
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ARTHUR ANDERSEN & Co. 

Internal co~ntrol st.- tur 
The evaluation of PmmiZEBI'internal contro1 strnture revealed the

following reportable conditions. We believe finding Nos. 1 to 3 are materialweaknesses. 

1. Ijac-k of preparation of a fund accouataility statement. 

Pm mI does not follow the practice of preparing an accumulated
fund 	 acataiity statement for Project activities. As of 1991, 
a fund acxxuntability statamnt began to be prepared monthly and for 
the year, but it was not an accrued statement over the life of the 
Project. In addition, IWMI does not make r between
the net of incom and disbursnts and the cash on hand and in 
banks in order to investigate any differences. Due to this, the 
balance in banks at July 31, 1992 exceeded by Q 39,170 the net 
balance between income and expenditure for the period froim January
1, 1989 throuh July 31, 1992. 

2. 	 Lack of follow-up to methodology to prepare liquidations of 
disbrsemnts. 

PMMI is not following the methodology defined in its manual of
 
inistr ve and ac ting procedures to prepare disbuset
 

iq which are submitted to USAID for reimburseent. A
 
includes 	 for several moths, which causes

the following: (1) it is difficult to verify whether a check has not 
been liquidated or has been liquidated more thaa c, because they 
are not detailed in running order, and (2) it is diff'icult tu make 
mxntly reconciliations betwen the acxounting records (bank books)
and liquidations, as no mnthly counts are made of theseliquidaic . 

3. 	 Lack of defined procedures to asure cotpliance with the terms of 
the agrnmernts and with applicable laws and regulations. 

sponsibility of verifying whether the agrent term and 
applicable laws and regulations are being complied with is wt 
assigned to specific PRONEBI employees. 

4. 	 Expense vouchers are not cancled. 

Copliance with terms of the agreements and
 
aplicable laws and reKglations
 

Except for the material Iae situations described in finding Nos.
I and 	2, the results of our onpliane tests indicate that, with respect to 
matters tested, PREBI oiplied, in all material respects, with the terms of the 
agreements and applicable laws and regulations which could have a significant
effect on the find acountability statement. With respect to matters not tested,
nothing came to our attention that caused us to believe that PROEBI had not 
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ARTHUR ANDERSEN & Co. 

complied, in all material respects, with the terms of the agrewn and with
applicable 1s and regulations. The followinq is a summary of finding Nos. 1 
and 2: 

1. Lack of evidence of counterpart contributions 

PRMMtEI has no detailed information on funds which the Government 
of Guateala should have contributed to the Project as counterpart
(Q 60,692,560). The State Axcountming Departmnt sends to entities 
financed with funds frcm abroad only a report of execution of the 
budget at the global level (loan, grant and countzrpart) aid budget
item.
 

2. Noncopliance with implementatinn letter No. 59 of grant agreement. 

PRCMI did not prepare an evaluation of scholastic performance and
dropout levels, repetitions and griduations in the complete
bilingual schools for the schol years from 1985 to 1988. 

Follw-up, on reonmerdations frmc previous audits 

Except as camuented on below, PRNEBI has a&pted corrective measures to
inpleient the recxriiedations included in the audit report at Doeber 31, 1988
of the auditing fim of Lara & Gcnzalez issued in December 1989. 

- ~PRWBI has not reomnled the differences betieen its acounting
records and expense reports submitted to USAID in order to make the 
oorrespondirq adjustnents. In addition, USAID/Guatemala has not
notified PRiEBI that it has no resmsnhi Iiity for the vehicles and 
equipnent which USAI has delivered directly to the Ministry of 
Ehmation. 

- PREBI has not recorded Q 4,150 of loan funds and Q 303,794 of 
grant fuids for payments made directly by USAI/Guatemala, which 
were not recorded in the books of accounts at December 31, 1988. 

- The basis for PRCUEBI's reports and financial information is not
obtained frm official books of account, and they are not reconciled
monthly with the subsidiary records, with statements of aocomt, and 
with USIDl/Gemala reoords. 

- FPCMI is not taking advantag to the mmanin of the ac'ounting
package instaled in the cuter equipent. Bank recancliation,
budget and fixed assets applications have nct been installed into
the system. in addition, financial statements issued by the system
do nort hav integrations by accont. All this is due in part to the 
fact that personnel have not received training in management of the 

in p-.kage. 

- PRWEBI has not established certain subsidiary ledgers to reconcile
mnthly with ech position in the balance sheet. 
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ARTHUR ANDERSEN & Co. 

There is no evidence that UlAID/Guataala has verified theoCXtinuilng existence of the 73 vehicles and tools and equipment
provided to the Ministry of Education in July, 1988, nor evidence ofhaving asked the Ministry to exercise oontrols over the use of these
vehicles with the same formality as PRNEBI. 

PREBI has not recovered the vehicle delivered to the Ministry of
icxaticn in May, 1966, nor the cost of fuel and tires provided tothe Director of the Rural Socio-Ecaticnal Department of the

Ministry of Ekxtatin. 

HC4EBI's warehcuse does roL meet minimum reqirents of security
and location. 

- ONEBI has not established an adequate internal cottrol system on
Project inventories to include monthly reconciliations between
warehouse kardex and aoxunting reoords, periodic physical
inventories, and supervision. There is no policy investigateto 
inventory shortages and lay the respxnsibility where it shuld fall. 

The Director of the Rural Socio-Fducaticnal Deparbtent of the
Ministry of Education (SER) still participates in Project decisionsin such a mainer as to interfere with FRiONEBI's authority in theadministration of the Project in aaoordance with the terms of the 
agreement. 

PRCNEB1 has not refunded the Project the Q 10,345 charged to it,which correspond to the amount of inventory stolen in June, 1987. 

PROEBI does not carry out periodic physical inventories of officefurniture and equipnent located in the central and departmental
offices and in the beneficiary schools. rMese inventoris should bereconciled with the subsidiary records ard the general ledger. 

Fixed assets acquired with project funds do not have (1) a label
indicating source of financing and oontrol nubmer; (2) an emblem
indicating that they wre provided by the United States Govenment. 

P3NMEBI does not make the employer's iontribLution nor withhold from
its e ployees those discounts required by law (Social Security

Institute and Income Tax). Moreover, no request has been made tothe Ministry of Education for payment of the erployer's ccntrinuticn 
to the Social Security Institute to be authori-ed as part of the 
budet app . 

ItAD/Guatemala has not required the Government of Guatemala toexclude fram the outerpart budget those positions of teachrs andother Ministry of Education personnel who have no relation to theproject inplemented by PRMEBI. In addition, PREBI does not haveevidenoe to verify whether the Gcvernment of Guatemala contributed
additicnal couterpart resources to ca-ply with the contributios
required under the agreement up to Deember 31, 1988. 
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ARTHUR ANDERSEN & Co. 

USAD/Guatemla or PRMMI did not cotrat indeendent audits every
two years as required by the tenns of the agreemnt. 

PRCNEI does not have a maintenance plan for the school furiture
distrittd to the different beneficiary schools. 

- :XEI does not periodically report to USI/Guatenala an the egee of cu1pliance with the requirments laid dowmn in the 
agreent and impm1wtatim letters. 

V. Cf4ENM CF THE AI SIRM OIC 

On July 26, 1993, and with previous authorization frm uSAID/Guataa]a, thedraft report was sent to P NEBI for diszssim, with the purpose of obtainingma n&ant's ctnments. Nevertheless, cn July 28, 1993 PIEBI's employees wenton strike due to the lack of payment of salaries for several mxiths. 

As per request of the Regional Inspector Office of USAID in Costa Rica, onJune 1994 we rcquired the cmTents of PmIEBI's adinistratic again, which wereceived on August 4, 1994 and which are included in Annex I. 
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IE RURAL EDUQMCK DETICtEE r PFU
V I=BD!TT NO. 520-0282 

TM NATIONAL BIaJULMAL BWL WATlO PROCM (MMM) 

FM TH PUmU FR1 MKM 1, 1989 TO JULY 31, A92 

ADITRS,M ITW 


We have audited the aoccc an fund accountdlity statement of the RURALPRIMARY EDUCATICN IMPRwar PFJE(W, USAID/(UAA PWO r No. 520-0282,managed by the NATIONAL BICUIn-URAL BILIGUAL EXKTIH PRRM (PEMI) (adecentralized entity organized in the Republic of Guateanla), for the period fruinJanuary 1, 1989 to July 31, 1992. This fund accountability statement is theresponsibility of the man&gment of PRCEBI. Our responsibility is to expressan opinion on this fund accountability statemnt based on our audit. 

Except as described in paragraphs (3) to (6) below, we performed our auditin accordance with genaral accepted auditing standards and, except as describedin paragraph (1), in accordance with the Govenmnt Auditing Standards issued bythe Ccuptroller General (1988of the United States Revision). Both standardsrequire that we plan and perform the audit to obtain reasonable assurance aboutwhether the fund accountability statement is fe.e of material misstatement.
audit includes exmniniW, on a test basis, evidence 

An 
supporting the amounts anddisclosures in the fund accountability statment. An audit also includesassessing the accountin principles used and significant estimates made by theAdministration, as ell as evaluating the overall fund accountability statementpresentation. We believe that our audit provides a reasanable basis for 

opinion. 
our 

(1) Our organization does not have an external quality ontrol review byanother accounting firm as required by paragraph 46 of chapter 3 ofGovernment Auditing Standards issued by the United States O1mptrolerGeneral (1988 Revision) as a quality ontrol program is not required byprofessional standards in Guatemala. We believe that the effect of thisdeparture frcm the financiAl audit requirements of Gernmt AuditingStandards is not material as we participate in the Arthur Anderse &Co.worldwide internal quality control program and are subjected, every three years, to a quality control review by partners and manaers from other
Arthur Andersen &Co. offices. 

(2) As explained in Note (5) to the fund accountability statement, in thedisbursements for the period from January 1, 1989 through July 31, 1992,there are questionable costs totall Q 798,734 for the loan and grant 
agree ents. 
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(3) 	 We received no reply to the confirmaticn sent to the Agency forInternational Development Guatemalain 	 (USAID/Guatemala) (the entityfinancing the Project) on the amounts xontributed to the program in theperiod frcn 1, 1989January through Julyaocrued to that date, 	
31, 1992 and for the periodfor whitch re&an our revicw was limited to examinbIxgthe documentation supporting the entity's accixunting records. 

(4) 	 We received no reply confinaticnto the 	 sent to the legal &visorydepartmnt of the Ministry of Education, for which reason we do not knowwhether IMB is involved in court cases, litigation or incum tax orany other claim in process at July 31, 1992, or whether these advisorsknow 	 of instances of nrxnmpliane with the terms of the agreements orwith applicable laws and regulations which require disclosure in this
report. 

(5) 	 We obtained no confirmation from the State Acxxuting Department about thecounterpart contributions to the Project, and PPLUB does not havedetailed information ther. For this reason, we could not developauditing procedures to detennine whether the Governmnt of Guatemala hascomplied with the ounterpart contributions of Q 60,692,560 for theProject, under the terms of the agreements and irplementation letters (t~Finding No. 1 on compliance with terms of the agre nts and applicable
laws and regulations). 

(6) 	 We did not cbtain a represertation letter from PDN*EBI, which 	is requiredby generally accepted auditing standards, because the current administratin considers it cannot make assertions about matters which couldhave ocoa ed previous to the date of the beginning of their managnt
within the project. 

(7) 	 As explained at Note (3), the fund acoaxtability statement was prtparedon the basis of cash received and disbursements made, which is acomprehensive acocunting base different frcum generally acepted aoccxxnting
principles. 

In cur opinion, except for the effect of matters described in the precedingparagraphs (2) to (6), the fund 	 acoitability statement referred to above
present fairly, in all material respects, the cash receipts and disbursements of
the RJRAL PRI RY EDCATICN DIN VEMEr RWECr, USAID/GUAT2.L520-0282, managed 	 PRiJEXr No.by the NATICNAL BICULIURAL BILINGLAL(P RCEBI), for the period from January 1, 1989 to July 31, 
EJXJCATItN PROGRAM
 
1992 and its cash
balances at July 31, 1992 on the accunting base described in Note (3). 

This 	 report is intended for the information andBICIUIRAL BILaAL E[CACTIN PROM (PFCNW) 
use of the NATICNAL
 

International Development. 
and the United States Agency for
Howver, this restriction is not intended to limitthe distribution of this report, which upon acceptance by the Office of theInspector General, is a matter of public record. 

Guatemala, C. A. 

June 	28, 1993
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RURAL PRIMARY EDUCATION IMPROVEMENT PROJECT 

USAID/GUATENALA PROJECT NO. 520-0282
 

MANAED 

NN 	 CAT PROGRAM PRONENA) 

FUND ACCOUNTABILITY STATEMENT
 

OF GRANT AGREEMENT No. 520-0282 AND LOAN No. 520-V-038
 

FOR THE PERIOD FROM JANUARY1. 
1989 TO JULY 31_ 1992
 

hvltementastion tattersBudget according to Project
 Actl
Grant 	 eti b oss(t 5Loan Grant Loan 

agreementBuet category 	 agreement agreement agreementNo. 520-082 No. 520-v-03 - Total No. 520-0282 N, 520-v-038 Total 
INCOME: 2 .tuestio d. UnsupportedFunds receiwed from.USAID/Guatemeta Q 5,778,040Global revolving fund 	

Q 11, 06,429 Q 16,784,469 Q 3,358,232 Q 3,756,937
of Guatemala (Note 7)of Government	 '1 7,115,169 

..-
1,437,747 1,437,747 

5,778,040 
 11,006,429 
 16,784,469 
 3,358,232 
 5,194,684 
 8,552,916
DIBUSEENS----------------------------------------------------------------------------------------------------DISBURSEMENTS:. 

Research and evaluation 
 . . . . . .
CurricukLn development 	 795,750 89,269 885,019 
 493,020 
 5,657 
 ;8672,1
Cri 	 498,677
v513,200 	 Q 22,115 Q1,0 20,269Educational material "n school 	 545,634Trang 	 1,058,8 
 359,697
1,926,660 	 71,148
2,944,415 	 4,8 430,845furniture 	 4,871,075 ,8,6734,077 	 15,303127,048375,000 	 547,188 1,281,2651,0

Adiinistration and 	 2,209,790 2,584,790supervision 	 1,500 
 1,823,253
1,466,355 5,019,849 	 1,824,753
Technical assistance 6,486,204 1,244,726 	 267,365499,075 	 2,576,931 3,821,657
Evaluation and audIt 	 499,075 243,638319,608 	 80,567202,000 197,472 	 319,608399,472 49,773 	 21,431180,000 229,773 998-----------.............
Q 5,778,040 ............. .............---...........
0 11,006,429 16,784,469 	 ............. . ...---........
Q 3,202,401 5,204,177 8,406,57a Q 	

............. 
265,753 a 532,981WUNCU3 az 
 * maURU 
 R 
 ....................... 


a zxUan 
 *.z.SSi.
EXCESS (DEFICIT) OF IN4COME OVER DISBURSEMENTS 
 155,831 
 (9,493) 
 146,338 0 798,73.4REIMBURSEMENTS TO USAID/GUATEMALA 

(292,225) 
 - (292,225) 
 (Note 5)


CASH ON HAND AND 
IN BANKS AT JANUARY 1, 1989 
 91,017 
 27,541 
 118,558
 

BALANCE OF FUND AT JULY 31, 
1992 	 (45,377) 18,04.8 (27,329)
CASH ON HAND AND IN BANKS
AT JULY 31, 1992 


150 11,691 
 11,841


UNCLEARED (OVERAGE) SHORTAGE 0 (45,527) Q 6,357 a (39,170) 

The attached notes to the fund accountability statement should be read jointly with this statement. 



R PRIMARY I X Z O Vf O! r 
tUSMTFIA FX No. 520-0282 

2 NWkCTMtL BIgnomRA BIL11ZAL Tc PR ((' f 

CTIM . C) F 3 1, 1989 ) UY 31, 1992 

(1) Description of proJect 

On December 27, 1984, the United States Agency for International
Develcpw'-* in Guatemala (UWAID/GJATFIA) and the Government of Guataala (GOG),throuh the Secretariat General of the National Planning (ouncil (SGCNPE), theMinistry of Finance and the Ministry of Edhcation, signed Grant Agree .±nt "o.520-0282 for US$ 3,300,000 and Loan Agreement No. 520-V-038 for US$ 8,700,000,in order to provide funds for the RURAL PRIMARY EDXr-ATICO fIiWFUinD PRO!ECTwhich was inplemented by the NATINAL BICJLU)RAL BILINGUAL EDIXXATICU ROGRAM(PRatEB). Under amendment 1 of September 17, 1986, the Loan Agreement was
increased to US$ 10,204,000. n-ie Project was scheduled to end on November 15 and30, 1990 for the loan and grant respectively. Both dates were extended to July30, 1993 by Implementation Letter No. 42 of December 22, 1992. 

he bget presented in the fnd acoxmtability statement for the periodfrom January 1, 1989 to July 31, 1992 is for the amounts approved in quetzales
according to the Inplementatin Letters which USAID issued for this period. 

The principal objective of the Project was to strengthen and institutionalize a system of education meeting the needs of main gr us speaking thaQuid-e, Mam, Cakdiuel and Mkd Indian languages in the highlands ofGuatemala. Educaticrnl support was provided through training of personnel,develop nt and application of bilingual education material, and school equipment.and furniture. The aim of the Project was to provide bilingual teachng atprimy level (mother tongue and Spanish) to apprcoimately 260,000 indian
cdildren speaking the grups of Maya languages mentioned above. 

(2) Brief hstory of the implementixn entity 

The NATICAL BICUIIURAL BILDIGUAL EDUMICN PRRAM (fRlBMI) is an officeattacd to the Directorate of Rural Socio-&lucational Development (Sm) of the
Ministry of Education, and was created by Govenment Order No. 1093-84 of 
Deer 20, 1984. 

PRONMI is charged with the plamng, organization, develcpmnt,supervision and evaluation of education resources to facilitate and make moretedmical the education of monolingual indian children in Guatamala. Its
specific objectives are to: 



Develop systemic education scientifically and technically for the
 
monolingual schol popilatir of Maya origin.
 

Strengthen the identity of the indian population of Maya origin,

with its awn cultural values, to respond tc its authentic needs and
 
legitimate interess.
 

Develop, inplement and evaluate the bicultural bilingual education
 
curriculum.
 
Strengthen, consolidate and preserve the purity of irL,4n languages
 
of Maya origin.
 

(3) PirciMa acmxt in policies 

Basis of prsti 

The Project fund acountability statement was prepared on the basis of cash 
received and disbursements made, which is a cuprehensive aounting base 
different fram gmzerally accepted acounting -xinciples. Tis base differs from 

eneral y accepted accounting principles in that it does not record accruals, and 
purchases of property and equipment are recorded as disbursements instead of 
being capitalize. Cash received and dlisursiemnts may also include the net 
product of loans. 

The fund accountability statement was prepared on the basis of subsidiary
records (bank books and expense liquldatiow) and does not include direct 
purchases mae by MAID for account of the Project nor coutenuat contributions 
from the Goverment of Guatemala. Man~ment of the project does not have 
information regrding couterpart ontributions. 

Inoome and disbrsants are recorded as Iollcs: 

Grant: 	 Inoome is recorded on the basis of advanc of funds received 
frL USAID/Guateala. Advanoe are reduced through the 
subnission of liquidation vouchers. Disbursements are 
recorded on the basis of the liquidation vouchers sent to 
USAD/Guatmala. 

Loan: 	 Iiome is recorded o. the basis of advance of funds received 
fra the Global Revolving Fund of the Gverment of Guatmala 
and from tUAID/Gmtemala. 

Advances from UTSAD/Qiataala are redued through the 
sulbission of liquidation ouchers, and advancs from the 
Government of Ga tanala are reduced through reimursement of 
funds. 

Ds are recorded on the basis of the liquidation
vouchers sent to USID/Guatamala. 
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(4) 	 !na unit 

PRMEI accounting reoords for Project purposes are kept in qetzalsthe official currency of the Republic of Guateaa. At July 31, 1992, thequetzal was quoted an the bank market, in relation to t e United States dollar,at Q 5.14: US$ 1.00 (as of January 1, 1989, it was Q 2.70 per US$ 1).Contriltions (advances and/or refunds) n USAID for the Project were inquetzals, which were acmured thrugh the sale of dollars to the BankGuatemala at the rate of ezchang in 	 of
effect on date of transaction. 

(5) 	 92=~b~ 
In the costs presented in the fund acoqtability statemnt for the periodfrom 	January 1, 1989 through July 31, 1992, there 	are questionable costs whichare detailed below: 

Ioan Grant 

qestone (imelible) 

- Eqxenses made by PROEI for 
amunts higher than budgets
authorized by UAID/atemala. 

(The loan and grant agreements do 
not contain prvisin allowing
RPOEBI to exceed any percentag
of irdividual budget line itAMS) 

Adinistrati and suervision: 

Transportation of scheol furniture 
paid by P~EBMI, as follows: 

No- Cek -- Dt au 
280760 
281020 

1405 
1444 
1451 

Oct-19-89 
Dec-04-89 
May-18-92 
Jun-05-92 
Jul-16-92 

Q 10,400 
21,435 
86,555 

139,610 
112,150 

370,150 

1989 to 1991 
periods 

Carried forward... 
150,000 Q 

Q 
220,150 

220,150 
Q 

Q 
-

-

Q 

Q 
220,150 

220,150 
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14an Grant 

Brought forward... Q 220,150 Q - Q 220,150 

Printing of calendiars paid by PROEI, 
as follows: 

N.CekDate ValUO 

858589 
1004815 

1447 

Jin-19-90 
Dec-28-90 
Dec-13-91 

Q 8,798 
22,050 
27,640 

Less - B amrding 
to implemnta
tion letter No.
61 of Nov-09-89 

58,488 

35,000 23,488 23,488 

* Research and evaluation: 

Purchase of OxIuter 
equipment by PRMBI 
u oercheck No. 006 
of Feb-13-91 

Less - Bu~ -codn 
to inplementa
tion letter No.
61 of 'OV-09-89 

Total question9d (ineligible) 
cts 

105,015 

82,900 

220,150 

22,115 

45,603 

22,115 

265,753 

U~qortad 

- Liquidatio of eenses for which there
is no original dcuekntAti. We ob
served ptooopies of the docmenta
tion only and the originals were not 
found by the Qataaln Sqpre Au
dit Institution, which is in charg
of filing such cc ti 

T.(liquiation 

53/89 Apr-14-89
54/89 Apr-14-89
42/89 Apr-17-89 

Carried forward... Q 

-

-
114,461 

114,461 Q 

47,672 
49,212 

-

96,884 Q 

47,672 
49,212 

114,461 

211,345 
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Loan Grant 

Brought 	forward... Q 114,461 Q 96,884 Q 211,345 

T qujidatioi-NO. 	 Date 

55/89 Apr-17-89 	 - 83,523 
 83,523

44/89 Apr-26-89 	 38,012 - 38,012

108/90 Feb-21-91 	 200,101 - 200,101 

Total without prcper sujport 	 352,574 180,407 532,981 

Total questionable costs 	 Q 572,724 Q 226,010 
 Q 798,734 

Using the average of the Quetzal exchang rates with respect to the USDollar as of December 31 of the years 1989 through 1992, questionable costs 
amunt to appraoxiately US$ 169,700. 

7e loan agreement bank accomt showed the following movments after July, 
31, 1992:
 

Balance 	in banks as of July 31, 1992 	 Q 11,691 

Plus-

Cash received from USAID/Guatemala in 

September, 1992 
 225,519
 

Less-
August 1992 expenses 
 (2,813)
 

Refund by PMEBI to the Natiomal
 
Treasury for the global revolving fund (153,224)
 

Balance 	in banks at tber 31, 1992 Q 81,173 

(7) 	 Funds received from the global revolving fund 
of the Qfveruen of Guatmala 

This item is in respect to fuis frum the USAID/Guatenala loan agreeentreceived by the Goverment of Guateala through the global revolving fund andtransferred by the Goverment to mi. During the Period audited andaccumulated at July 31, 1992, the follcing movfement w s me: 
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Accumlated 
from Frm the Aocumuilated 

Oct-01-85 period frau
to Dec-31-88 Jan-01-89 Oct-01-85 
jLmuited toJ1 -322 to Jul-312 

IrAxiu received from the global
revolving fund of the Govern
mint of Gufataala 	 Q 3,931,500 Q 2,878,301 Q 6,809,801 

Refund 	of funds received in 
excess from the Qvxent
 
and returnd to it by IPREBI
 
on receipt of funds fran

USAID/Omtala (3,176,265) (1,440,554) (4,616,819) 

Net inome received frcm the
 
global revolving fund by

P~bCMMI from the loan
 ew, -agreem Q 755,235 Q 1,437,747 Q 2,192,982 

(8) 	 Fund ty statam its for tt& 
period frcm the first isn t 
to July 31, 1992 

Below we present the fund amotai1iIty statements for the Loan andGrant Agreents for the period frum the first d.idx amnt to July 31, 1992: 
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I CATI RPROV MENT 
US'AID/GUATENALA PROJECT No. 520-0282, 

EGBYThE NAT ONA TUAL L AT p 
FUND ACCOUNTASILzf.SATMN 

OF 6 UqTAGREEMENT No. 52-2:= 

AS OF1j ULY3. 9
 

SudgetButences
 

ceusLaced
Budget 

ecoordtg toImPLemntetion from Oct-01-85to Dec-31-88INCOME: 

DSBURSEMEiFund& receivead from USAID/MAftemL Qfr: 10,9%2,042 Q73-9 
Q 4,266,796 

Research and OvaLuation 
1Trining
CurricutuJdeelopment 


1,372,573
Triig3,621,069 624,700 33/S
76,031 

EducationaL mteriaL and school furniture 431,177 
1,7 

76,07
TechncLsttssistace 
e ciatlt itan cemxAdministration y supervision 2222,702 24,860612,822,225,575 1,923,541Contingencte d aEva Luat ion m udiand inflation 33 , 06 , 8 12339,200 
 46,817 


125,046 4,968
Q 10,962,042 Q 4,177,8aa 

- 'ut , " =--

EXCESS OF INCOME OVER DISBURSEMENTS 


REIMBURSEMENTS TO USAID/GUATEKALA 


BALANCE OF FUND AS OF JULY 31, 1992 

CASH ON HAND AND IN BAKS AT JULY 
31, 1992 

UNCLEARED (OVERME) 

blanesver auite
• / Thee 
 nodependet *udttors whose report dated December 

TOtW
BctuetndBaances for belences 
the periodfrom Jw,-" occuOctedt Lan frow Oct-01-85 

-1 
Q 3,358,232 Q 7,625,028 

,6,08 

493,020
349,0697 435,78

1,0451,,9 
1,500

1244,726 
319,608 

26,360 
1,87,068 

, 4 . 4 

32,23,84 
29,760 

49, 96,590 

Q 3,2W,4M -------- a 73aOo:39 

2-4---9 

292.239 

(4,28) 

(76 
Q e (47,636)
 

18, 1989, expressed a quaLifi d opinion. 



RURAL PRIMARY EDUCATION IMPROVEMENT PROJECT 

USAIDGUATEqAIA PROJECT No. 5N0 -

FUND ACCOUNTABILITY STATEmENT 
OFLOAN AGREEMENT No. 50Y0-

AS OF JULY 31. im9 

_.._ 

_ 

Budotcateawy -. 
Funds received from USAID/IGuataL
GLobal revotving fund of the GoverrmotGumtmL (Not* 7)- of 

Budget
accordingto impLementa-

t ionletters 

Q 24,105,076 

BaLances 
accumulated 

from Oct-01-8Sto Dec-31-a8 

Q 6,362,392 

Balances 
accumulatedfrom Jan-01-89 

to Ju!3r9 

0 3,756,937 

Total 
balances 

accumuLatedfrom Oct-01-65 

.i J 

Q 10,119,329 

755,235 1,437,747 2,192,962 

DISSURSEMENTS:Research and evaluation 

24,105,076 7,117,627 5,194,684 12,312,311 

CurricuLum deveLopmentTraining 
Educational material and schoolAdm1nstrationdWs rvisionEvaluation and audit 

vaaon and udt 
Contingencies end inflation 

furniture 
89,269545,634 

8.079,,0 
9,768,892 

210,072 
249,269 

1,539,3MS7183,337,1522,196,254 
12,600 

-

71,148 

1,823,2532,576,931 
180,000 

71,148 
2,06,4975,160,4054,775,185 

192,600 

Q 24,105,076 Q 7,067,315 Q 5,204,17" Q 12.291,492 

BALANCE OF FUND AS OF JULY 31, 1992 
20,819 

CASH ON HAND31, 1992 AND IN BANKS AT JULY 

11,691UNCLEARED SHORTAGE 
9,12 

a/ These balWaes were audited by other Independent auditors whose report dated December is, 1989 expressd a quaLified opinion. 



ARTHUR ANDERSEN & CO. 

M1{RURAL PRIUM~lTC MP/~rFFY
USAID / F No, 520-0282 

We have audited the fund accountability statemnt of the RURAL PRIMARYExIATpcK flTOO W POZJECT, USA.)/GwmuA PRwEr No. 520-0282, managed bythe NATICNAL BICULUAL BIlJAL EDUCAT(N P1oGRAM (PRO I) (a decentralizedentity organized in the Republic of Guatemala), for the period fron January 1,1989 to July 31, 1992 and we have issued our report in which we expressed aqualified opinion dated June 28, 1993. 

Except for not having an external quality control review coxrducted byanother accounting firm as fully described in our report on the fundaccountability statement, and as mentioned in paragraphs (3) to (6) of suchreport, we conducted our audit in accordance with generally accepted auditingstandards and Government Auditing Standards issued by the Cmptroller General ofthe United States (1988 Revision). Both standards require that we plan andperform our audit to obtain reasonable assu-ance about whether the fundaccountability statement is free of material misstatement. 

In planning and performing our audit of the fund accountability stateof the RURAL PRIMARY E1XCATICN IM VME PMJ , tSAID/GM)NIA PR3ECT No.520-0282, for the period fram January 1, 1989 to July 31, 1992, we cusidered theinternal control structure of the NATICNAL BICJML1RAL BILn;GUAL EDUCJACt PROGM(P aEI) to determine our duditing procedures for the purpose of expressing our 
opinion on the fund accountability statement and not to provide assurance on theinternal control structure. 

The management of the NATI(L BICIa-URAL BILD L EUXATICH iROGAM(P4iONEBI) is responsible for establishing and maintaining an internal ontrolstructure. In fulfilling this responsblity, estimates and Judrents by
managnt are rquired to assess the expected benefits and related costs of the
internal control structure policies and procedures. The objectives of an
internal control structure are to provide manaemnt with reasonable, but notabsolute, assurance that the assets are safeguarded against loss fr=unauthorized use or disposition, and that transactions are emeuted in accordancewith manaarent Is authorization and recorded properly to permit the preparationof the fund accountability statement in accordance with the basis of accountingdescribed in Note (3) to the fund acomtahility statement. Because of inherentlimitations in internalany control structure, errors or irregularities maynevertheless occur and not be detected. Also, projection of any evaluation ofthe structure to future periods is subject to the risk that proogdu mary beminadequate because of changes in mnditions or that the effectiveness of thedesiqgn and operation of policies and procedures may deteriorate. 
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ARTHUR ANDXRSEN & Co. 

For the purxe of this report, we have classified the significant internal
control structure policies and procedures in the following eoonomic cycles: (1)
financial information: preparation of reports; (2) conversion: control of fixed 
assets and inventories; (3) purchases; (4) payrolls; and (5) treasury: cash 
management.
 

For all of the internal control structure economic cycles listed above, we
obtained an undexstarding of the design of relevant policies and procedures drJ
whether they have been placed in operation, and we assessed control risk. 

We noted certain matters involving the internal control struture and its 
operations 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 deficiencies 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 coxistent with theassertions of management included in the fund accountability statement. our
evaluation of FRONEBI 's interr-l control structure related to Project activities,
disclosed the reportable conditions which are described in finding Nos. 1 to 4 
included on the following pages of this report. 

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 fuid accountability statement being audited 
may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions. 

Our consideration of the internal control structure would not necessarily
disclose all matters in the internal control that might be reportable conditions,
and, acordingly, would not necessarily disclose all reportable conditions that 
are also considered to be material weaknesses as defined in the foregoing
paragraph. However, we believe that firding Nos. 1 to 3 are material weaknesses. 

In addition, we noted other matters involving the internal control
 
structure and its operation that we 
have considered are not reportable conditions

which have been reported to the management of PFRNEBI in a separate letter dated
 
June 28, 1993.
 

This report is intended for the information and use of the NATI AL
BICULTURAL BILNGMJAL EDUCATION GRAM (PRONEBI) and the United States Agency for
International Developnent. However, 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. 

Guatemala, C. A. 

June 28, 1993
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B1E RUJRAL PRIMAM EDUCNC* TCVDO~fr FE)31~r

LEAID/(U9AT A -FYP No. 520-0282
 

TIM NTM-U~ BIcM1ZfM$L Bnaom~ V=MaTI PM7(fPtE 

1. Lack of prertion of furd aoton,tbility statzment 

QAition 

IRtN1BI does not follow the practice of preparing an accumulated furd 
accountability statement for Project activities. As of 1991, a fund
aoountability statement began to be prepared monthly and for the year but no 
accrued statement was prepared for the life of the project. In additicn, PRMNEBI 
does not make reconciliatins between the net of income and disburseents and the 
cash on hand and in banks in order to investigate any differences. Due to this, 
the balace in banks at July 31, 1992 exceeded by Q 39,170 the rt balance 
between inome and disbursnts for the period from January 1, 1989 through July
31, 1992. 

Criteria 

According to genrxally accepted acounting principles, PRMtEBI should keep 
proper records to show (1) acuracy, updating and reportirg on each project
activity; (2) source and application uZ project funds for each agrent; and (3)
Project fund balances which should be reconciled with cash on hand and in banks. 

Cause
 

The administrative accounting procedures manual does not clearly define the 
need to prepare an accumulated fund acoxuntability statement during the life of 
the project. It only requires th-e preparation of this statement monthly and 
accumulated for the year. 

Mhere is no timely information on activities iuplented during the life 
of the project. It is also impossible to lay responsibility for cash shortages 
and overages. 
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We suggest that for future projects riiBI prepare a fund accountability 
statement showing: (1) inome and disbursements for the moth, year and 
accumlated life of the project, and (2) the fund balance (income less 
expenditures), which should coincide with cash on hard and in banks, and if there 
is any difference, it should be investigated. Prior to the preparation of such 
a statement, incoame should be reociled with contributions according to USAID 
or the revolving fund, as applicable, and expenditures against accounting 
records (bank books). This procedure should be defined more fully in the 
-x~inistrative aconing procedures manuaal. FUEBI should also investigate the 
differenc in excess of cash in banks at July 31, 1992 of Q 39,)70 against the 
net of income and dislursements for the period from January 1, 1989 through July 
31,- 1992. 

2. 	 The methxdlogy for preparing liquidation
 
Vuxbers is not being followed
 

ordtion
 

PRONEBI uses the cash advance systm for the project. These advances are 
reduce by sumitting liquidation vouchers to USAID. Checks issued by PRONE& 
representing its expenditures for the month are submitted in Summry to USAID in 
a monthly liquidation voucher. However, we noted the following deficiencies in 
this procedure: 

1. 	 Checks issued by PRWMEBI and included in the liquidation vouchers 

are not recorded in running order. 

2. 	 The liquidation vouchers include checks for several munths. 

3. 	 The liquidation vouchers are not reocciled with PRt4EBI's bank 
book. 

Criteria 

MtMEI 's administrative procedures manual provides that: (1) liquidation 
vouchers should be prepared in monthly periods and that the checks summarized in 
these vouchers should be recorded in nmning order, and (2) that the liquidation 
vchershould be reconciled with the bank book. 

Cause
 

Personnel presently euployed did not know the policy defined in the 
administrative acounting proceures manual oncemrn liquidation vouchers 
presented to USAID/Guatemala. 

Effect
 

Noncopliance with the administrative accounting procedures can cocasion 
errors in the presentation of the fund accountability statement, as disbursnts 
oculd go unreoorded or be recorded more than ace. Moreover, errors might occur 
and not be detected timely. 
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We suggest that for future projects PFUEBI put into practice the procedure
described in its aiminstrative accounting procedures mnual relative to 
di bursemknt Liquidations presented to USAID/Guatamala. 

3. 	 Lack of defined procedures to assure comrliance
 
with the terms of the agreements and with
 
awlicable laws and regulations
 

Condition 

Responsibility for verifying that the terms of the agreements and
applicable laws and regulations are being ocnplied with is not assigned to 
specific PRMMI employees. 

Criteria 

In a conLrol environment, which is one of the elements of an internal
control structure, euployees play an important role in verifying whether the 
structure is operating properly. In this respect, r niblity for assuring
ocpliance with the terms of avemnts and with applicable laws and regulations
should be assigned to difterent employees. 

Cause 

e aministrative acownting procedures manual does not define the
responsibilities of each job in reference to oompliance with agreement terns and 
applicable laws and regulations.
 

Lfet
 

There is an increase in the risk that PRCMI is not in campliance with 
agreement terms and applicable laws and regulations which could incur additional 
costs for the project, and increase the posib iity that project goals will not 
be achieved. 

We suggest that PEBI define in the amnistrative accxuting procedures
manual the responsibility of each ecployee to assure cuipliance with agreement
terms and applicable laws and regulations. In addition, the p iMI 's
administration should verify that each employee complies with this responsibility 
so that in future projects instances of rnxmpliance will not occur. 

4. Expense vouchers are not cancelled 

Condition 

Exez vouchers are not cancelled with a stanp indicating the date and 
numrber of the check with which paid. 
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The cancellaticn of documents with a stamp is one of the most recognized 

and practiced internal ccntrol procedures. 

Cause 

This practice was disx iitued because of changes in personnel. 

The risk is increased of a document being paid more than once and beirq
included, as a result, in more than one of the expense I iculdations presented toUSAID. 

Rpaimlticn 

We suggest that in the implementation of future projects PRONEBI cancel all 
expense vcuchers attached to checks by stamping them with the date and number of 
the check with which paid. 
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ARTHUR ANDKRSEN & Co. 

M RURAL PRflW EJ(AMC*K RVRME M PRJEXrr
 
USATD/IGUAMIA PFOJr No. 520-0282


KVAMBY 

THE NATIAL BIILNL GUAfLMEMION PROGRAM (PFM ) 

CQNPLMM WNM 6 T S WAPPLIO LE JA AND W AT0M 

We have audited the fund accoutaility statement of the RUAL PRIMAR 
EMXEADMIW DVYI PRJBar, USAM/GDIEMA PRJEr No. 520-0282, managed by
the NATI~tBL BICUL RAL BILN A EDWXATIC PROGRAM (PFCEI) (a decentralized 
entity organized in the Republic of Guatemala), for the period frcm January 1,
1989 to July 31, 1992, and we have issued our report in which we expressed a 
qualified opinion dated June 28, 1993. 

Except for not having an external quality control review conducted by
another accountir firn as fully descrbed in our report on the fund accountabil
ity staterent and except as mentioned in paragraps (3) to (6) of such report, 
we conducted our audit in acxordance with generally accepted atiiting stardards 
and Government Auditing Standards issued by the Cctroller General of the United 
States (1988 Revision). Both standards require that an audit be planned and 
performed to obtain reasonable assurance about whether the fund accountability 
statement is free of material miscatment. 

Cmpliance with the terms of the agreements and with applicable laws and 
regulations is the responsihility of the managemnt of the NATICUAL BICULaRAL 
BELnKXML EDUCATIWN PROGRAM (PMtEBI). As part of obtaining reasonable assurance 
about whether the fund accountability statement is free of mater3l miisstateawnt, 
we performed tests of 1W I's clipliance with the terms of the agrents ard
applicable laws and regulations. However, the objective of our audit of the fund
accountability statement was not to provide an opinion on overall ccpliance with 
such provisions. Accordingly, we db not express such an opinion. 

Material instances of nonccupliaze are failures to follow requirements or
violations of the terms of the agreements, and applicable laws and regulations
that cause us to conclude that the aggregation of the misstatemnts resulting
fram those failures or violatirs is material to the fund accountability
statement. 7he results of our tests of carpliance disclosed material instances
of noncxzpliance, which are described in the finding Nos. 1 and 2 and included 
in the following pages of this report. 

We considered these material instances of rnouplianoe in fonming our 
opinion on whether the fund accountability statement of p I, for the period
frcm January 1, 1989 to July 31, 1992, is presented fairly, in all material 
respects, in accordance with the basis of accounting described in Note (3) to the
fund accountability statement, and this report does not affect our report on the 
fund accountability statement dated June 28, 1993. 
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Except as described above, the results of our tests of ocupliance indicate 
that, with respect to the items tested, IRMB cuplied, in all material 
respects, with the provisions indicated in the third paragraph of this report.
With respect to item not tested, nothirg came to our attention that caused us 
to believe that PRONEBI had not complied, in all material respects, with those 
provisions. 

This report is intended for the information and use of the NATIC2NAL 
BIC3JLIRAL BIMUCAL EL1JATION PFGRAPM (PR2iUM) and the United States Agency for 
International Development. However, 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. 

Guatemala, C. A. 

June 28, 1993
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TME RUA PRMR EDCAIN DEPROVEMT PE 

WaI/T@ HEOM No. 520-0282 

THE WOIMAL BICUTUMMBIL OOL EQXWTCt PWMi;V (PMrXMI) 

AND REOIATIO 

1. 	 Tack of evidence of counterpart
 
xtributions
 

Cordition 

PRCEBI has no detailed information on the funds whicta the Govenment of 
GWatemala should have contributed for the Project as ccunterpart. The State 
Ac utirq Department sends to entities financed with funds frcm abroad only a 
report on budget execution at the global level (loan, grant and ccunterpart) and 
by budget item. 

Criteria 

Under the following inplementaticn letters, the Goverrment of Guatemala 
should have contributed as ocunterpart for the Project the sun of Q 60,692,560 for 
the period from January 1, 1989 to July 31, 1992. 

LetterNo. 	 Date AnM, Sum rgie 

26 Jan-07-89 Loan Q 11,835,500 
27 Feb-18-90 Loan 16,126,800 
66 Feb-19-91 Grant 16,365,130 
30 Mar-04-91 Loan 	 16,365,130
 

Q 60,692,560 

Cause 

PIFEBI did not reqire from the State A xNting DqmEpartent detailed reports 
nor supporting documentation in respect to counterpart contributions for the loan 
and grant agrements. 

-27



It canot be determined whetlier the Government of Guatemala ocmplied withthe provision of counterpart cntributions under the terms of the agreements and
Project inplementation letters, nor is it possible to verify whether expenses
related 	to the counterpart are in accordance with these terms. 

m dtion 

We sugest that PIR)E req.ire from the State Acunting Deartmert
detailed reports on cterpart contributions for the projects which itinplements, as well as authenticated copies of expenses under such cotributions. 

2. 	 Ncinmpliame with Grant Agreement

imlementation letter No. 59
 

PRONEBI 	did not prepare an evaluation of scholastic performance and dropoutlevels, repetitions and gradu-tions in the complete bilingual schools during the
school years from 1985 to 1988. 

Criteria 

Under point 2 of implementation letter No. 59 of the Grant Agreement,PFCNEBI should have prepared an evaluation on dropouts, repetition and graduation
in the couplete rural bilingual schools for the school years 1985-1988. 

Only an 	evaluation for the school years 1980-1984 was prepared. 

Nocompliance with the terms of the agreement. Moreover, PH~tE cannot measure the levels of droputs and repetitions in the oumplete bilingual schools
during the scho years from 1985 to 1988 and determine whether they were reduced
in comparison with 1980-1984 or whether graduation levels inproved. 

Facmnktim 

We suggest that RONMI prepare an evaluation of scholastic performance anddropout, repetition and graduation levels in the complete bilingual rurna schools
for the 	sctol years 1985-1988, to serve for the new project which is being 
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MnE RAL PRTIMRY E ATICt IMEROVEMEn PFnJ 
MAID/XAMMA MnT H40 520-0282No, 

M NATINcL BICUIUM, BILfN17L = OiA R I)xAM P (PR 

FOq-up c RNTzcS F P1 OVS WDITS 

n U ADUTOPSI RS, 

We have audited the fund aomtability statont of the RU)RAL PRIMAY
EXi)CATic N D VM4DT 1W r, USAID/GrAAIA PMJWT No. 520-0282, managed by
the NATIONAL BICMURAL BILTG)AL EDCATION PROGRAM (PrCNEBI) (a decentralized 
entity organized in the Republic of Guatemala), for the period from January 1,
1989 to July 31, 1992, and we have issued cur report in which we expressed a 
qualified opinion dated June 28, 1993. 

Except for not having an extexnal quality control review conducted by
another accounting finn as fully described in our report on the fund accountabil
ity statement and as mentioned in paragraphs (3) to (6) of such report, we
conducted cur audit in conformity with generally accepted auditing standards and
GoverLent Auditing Standards issued by the omptroller General of the United 
States (1988 Revision). Both standards require that an audit be planned and
performed to obtain reasonable assurance about whether the fund aoumntability 
statement is free of material misstatement. 

As part of our audit procedures, we performed a follow-up on the findings
and recomndations included in the report on the financial audit of this Project
as of December 31, 1988 performed by the firm lara &Gonzalez, an affiliate of 
the international firm Touche Ross, in 1989. 

Such follow-up was made on findings and recomndations which could have 
a material effect on our audit to determine whether the management of PREBI has 
taken adequate corrective measures. 

Except for the matters indicated in Finding No. 1 which is included in the
following pages of this report, the result of cur follow-up evaluation indicates
that PRONEBI has adopted adequate corrective measures regarding the matters
included in the document described in the third paragraph of this report. 

This report is intended for the information and use of the NATIONAL 
BIaMURAL BILILM MrA TIPROGRAM (PR0NEBI) and the United States Agency for 
International Development. However, 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. 

Guatemala, C. A. 

June 28, 1993 
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MIIE RU3RAL ERflM~ EDCUC IMERVEMEI7 ED 
WAID/GUATEMAIA ERa= No. 520-0282 

IfLlE1MT BY 

gTlctn h DIIAWU BfLhOL ZXp OtqMMRWX (pgt}M 

EMFxAM-UP CH KtOM&UM 1I N OU8 ANqITS 

1. Lack of iMplementaticn of certain reommendations 

included in the report of lara & GCnzalez 

Condition 

PRONEBI has not inplemnted the following reo~mmdaticns from the 
financial audit performed by the finm Lara &Gcnzalez, whose report was isu 
on December 18, 1989. Ihe isplementation st tus of most of these recomnendatic*n 
was identified in the course of cur normal audit procedures. 

- R)NMBI should recuile the differences between its acxcunting
records and the expense reports present d to USAID and make the 

mssary adjustwits. Moreover, LAID/Outamala should notify 
P1UMBI that it has no responsibility for the vehicles and eqcipnent 
which USAID has delivered directly to the inistry of Education. 

PR-NEBI should record Q 4,150 from the loan funds and Q 308,794 frcm 
the grant furds for payments made directly by LSAID/Guatemala and 
which were not recorded in the books of account at December 31, 
1988. Moreover, it should determine and record monthly any other 
payment made directly by USAID/Guatemala for the project after 
Deemter 1988. 

In this respect, the present PFCNEBI administration does not know 
what these sums refer to and they therefore have no basis to make 
the acxcntirg record. 

The basis of its reports and its financial information should be its 
official books of acounts, which should be rexcciled monthly with 
the subsidiary records, statements of account and USAID/Guatemala 
records. 

This recxzwndation refers basically to the reconciliation of the 
bank bal~a according to balance sheets against the bank subsidiary 
records issued by the EDP and the bank subsidiary books kept 
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manually. At July 31, 1992, the bank balance did not reconcile 
between these records, as shcwn below: 

Balance agoordtr to 
Balance EDP Manual 

Loan funds Q 194,813 Q 99,798 Q 11,691 

Grant funds 18,691 300 150
 

PR-NEBI should process project transactions in the acounts through
the use of the Administrative Department's personal ooupiter. Each 
individual transaction should be journalized separately with 
specific reference to the original supporting documentation. zm 
make this possible, a proper aocounting program should be acquired. 

With respect to the above, PFOMBI acquired an acxounting package
from QopaAia TecApro de Costa Rica, S. A., but it is not being used 
properly because: (1) Personnel who received training to handle this 
program are no longer working for PRCNEB and present personnel have 
received no training in its use; (2) fle cxqxter is only loaded 
with cash and bank and financial statement applications, and these 
are not used properly either. Bank reconciliation, fixed assets and 
budget applications have not been loaded into the owpiter, and 
consequently financial statements lack integration; and (3) the 
program fails on some occasions for lack of proper maintenance. 

PRMWEBI sl.uld establish subsidiary ledgers whlch shIld be 
reconciled mnthly with the general ledger. 

With respect to this fiding, PI3U keeps bank aid inventory

subsidiary records, but these are not reociled with the general
 
ledger. No subsidiary controls are kept for the other financial
 
statement ites.
 

tSAID/Guatenala shculd verify the continrui existence of the 73 
vehicles and tools and equipment provided to the Ministry of 
Iucation in July, 1988, aid ask the Ministry to exercise ccuntrol 

over the use of the vehicles with the same formality as practiced 
by mcam. 

PRCNEBI should recover the vehicle delivered to the Ministry of 
Ediucation in May, 1988, and the cost of fuel and tires provided to 
the Director of the Rural Socio-Bucational Department of the 
Ministry of Education. 

According to ccments by the PROEBI transport officer, this vehicle 
was returned crashed and is at present in the Ministry of Education 
repair shop. We suggest that the reason for the crash be 
investigated in order to lay responsibility. 
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- CE I should have secure space for its warehouse, which should 
meet the minimimn security and location requirements. It would be 
preferable for the necessary space to be inside the already existing 
warehouse, and entry and exit comtrols should be established in 
order to lay responsibility in case of losses. 

During our visit to the warehouse, we observed that PRWTEBI 
materials and supplies are stored togther with those of the Rur' 
Socio-EducatinAl Deparbnent of the Ministry of Education (SER), ari 
the keys are in the possession of the SER warehousema. We also 
observed that the warehouse does not have i, and that 
there is educational material in bad ootditim. 

PR-EBI should establish an adequate internal control system ad 
project inventories, to include monthly recociiations between 
warehouse Kardex and acco~unting records, periodic physical
inventories and supervision. A policy should be established for 
investigation of inventory shortages, and responsibility should be 
laid. 

In this respect, PRIEBI makes selective counts, but no evidence of 
such counts is kept. 'fle subsidiary cards are not adjusted in 
accordance with these counts, and differences are not investigated. 
At July 31, 1992, there is a difference between balances according 
to PRtEBI's balance sheet and the stock report, as follows: 

According to balance sheet Q 2,288,360
 

According to stock rext 1,455,883 

Difference Q 832,477
 

USAID/Guatemala should discuss the intervention of the Director of 
the Socio-EduFational Department of the Ministry of Education (SER) 
in project activities, so that he will refrain from taking any 
decision which interferes with P2bWEI authority in ainstraticx 
uder the agreeent. 

According to omments of the Director of PRCEI, this situation 
will be resolved as soon as PREBI acquires the category of a 
Directorate of the Ministry of Mucation and when the internal 
regulations, being p ad, areMar ed. 

USAD/Guatemala should require P14ENI to refund to the project the 
Q 10,345 charged to itwhich correspond to the sum stolen from the 
inventory inJune 1987. 

PIDNEBI should carry out periodic physical inventories of the office 
furniture ad eTuinent in the central and -- t-nta offices and 
inthe beneficiary schools. Te results of these inventories should 
be recocied with sutidiary records and the general ledger. 

-32



With regard to this point, in 1992 PRONFB carried out inventories 
of furniture and equipment in the central offices and in the 
departmental coordination sections, as well as of vehicles. 
However, these inventories were not used as the basis for adjusting
the accounting reoxrds but only to implemnt responsibility cards. 
With respect to school furniture and equipment, an inventory was 
taken in 1991, but it has not yet been valued and consecuently no 
accounting adjustment can be mae. 

PRHEBI should identify fixed assets acquired with project funds 
with a control number identifying the specific asset and the origin
of financing, and attad to than the emblem of the Government of the 
United States of America. 

Fbllw-up to this finding reveals that fixed assets do not bear an 
identification number, and only the school desks acqAuired in 1992 
bear the emblem of the Gcwent of the United States of America. 
However, most of them have been removed by the students. 

Make erployer's ccntributicr and withhold from eaployees the 
discounts required by law (Social Security ointributios and Income 
Tax). Also request, through the Ministry of Education, that the 
Social Security employer's contribution be authorized as part of the 
bhlget approved. 

Up to July 31, 1992, FOEBI had not complied with these 
regairemntsq. 

tSAID/Guatemala should require the Govenuent of Guateala to
 
exclude from the ounterpart budget the positions of teact s and
 
other Ministry of Eucation personnel not related to the project

inplemented by PRCNM. It should also provide additional rescuroes
 
to cxxplete the ouinterpart not conributed sine the beginning of
 
the project.
 

Follow-up to this recrmmendation could not be made because IUBI 
does not have detailed reords on the conterpart contributions (see 
Finding No. 1 in the report section on campliance with agree mt 
terms and applicable laws and regulations). 

USAID/Guatemala or PRONEBI should contract, every two years, 
i erdent audits of the project under generally accepted auditing
standards and Governmnt Auditing Standards issued by the United 
States Qouptroller General. 

We suggest that for future projects, USAID/Guatemala and/or I UEBI 
ocntract periodic independent audits and that these audits be 

perfoned in accordance with generally accepted auditing standards 
and Goverment Auditing Standards of the United States Omptroller 
General. 
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- should prepare a maintenance plan for project school 
furniture distributed to beneficiary schools. 

- MEBIsodd report to L AID/Guatemala on the degree of Oaplianc
with the requirements established in the agreemnts and 
Ifplementatkrn Letters (see Findigr No. 3 in the report section on 
our evaluation of the internal control struture). 

Remedtin
 

With the object of inproving efficiency in the implementation of future 
projects, we suggest that PRxEBI adopt corrective measures on those 
recommendations of the Tara & Gcnzalez report wtch had not been inplemented at 
June 28, 1993. 
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Vfj JRAL PRIMARY EDUX~nC IMffiWEYfMM I~E'R 
tAID/(QA2Tr LA E= No. 520-0282 

M NMCML RICUU- RIIZ EDVC I MM (RMM) 

IO M inT 0 IP -* QO TION OF M RP= 

1. 	 We suggest that for future projects HRMW prepare a fund, 
accountability statemt showing: (1) income and ditursaments for 
the month, year and accumulated life of the proj-ct, and (2) the 
fund balance (income less expenditure), which should coincide with 
cash on hand and in banks, and if there is any difference, it should 
be investigated. Prior to the preparation of such a statement, 
income should be reconciled with contributions aoording to USAID or 
the revolving fund, as applicable, and expenditures against 
accounting records (bank books). This proceure should be defined 
more fully in the administrative accounting procedures manual. 
PR24EBI should also investigate the difference in excess of cash in 
banks at July 31, 1992 of Q 39,170 against the net of iroxu- and 
disbursements for the period from January 1, 1989 through July 31, 
1992. 

2. 	 We suggest that for future projects Hi*UI put into practice the 
procedure described in its acinistrative aounting procedre 
manual relative to dsurs nt liquidations presented to trAID/Gua
teala. 

3. 	 We suggest that FMEBI define in the administrative aoxunting 
procedures manual the resporsibility of each euployee to assure 

xulpliance with agreement terms and applicable laws and regulations. 
In addition, the PRONEBI administration should verify that each 
employee oomplies with this responsibility so that in future 
projects instances of nncrompliance will not occur. 

4. 	 We suggest that in the implementation of future projects H I 
cancel all expense vcucters attacd to decks by stamping them 
with the date and number of the check with which paid. 

CCHPLTANC WIf TEFM OF THE PGEEKE21 
AND APPLICABIE AN AND RE)aMMO 

1. 	 We suggest that PRME require fra the State Acxunting Department 
detailed reports on counterpart contributions for the projects which 
it implements, as well as authenticated copies of expenses under 
such contributions. 
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2. We suggest that PRONEBI prepare an evaluation of scholastic
performance and dropout, repetiticn and graduation levels in the
oauplete bilingual n' I schools for the school years 1985-1988, to 
serve for the new project which is being inplemented. 

FOLIALU CH RECM*, TIONS FROM 

•PEVIos AUDnr 

1. With the object of inproving efficiency in the inplementation of
future projects, we suggest that PFCNEBI adopt corrective measures 
an those remmezdatics of the lara &Gcnzalez report which had not 
been implemented at June 28, 1993. 
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ANNEX I 
I de 10 

MINISTRY OF Erkr-AMON 
Guataeala, C. A. 

DIRECIURAa'E OF RURAL SOCIAL UCATIN DEVELOMET
 
NATICNAL INTECULIURAL BILINGUUA EDXCATIC F4GAM
 
AID P~a)EC 520-0374
 
"STRENGIH -ING OF BASIC EDOATI"V' 

No. 0064 
Ref: MU4/sdm 

When replying, please quote number and 
reference of this note. 

Mr. Carlos Chivich6n 
Audit Manager

Ar~valo Ptrez, Aranky & Asociados, S. C. 
Guatemala City 

Dear Mr. Glivichn, 

I an sending you herewith the cmaTets which you requested in respect of the

audit report of Project 520-0282 pre-pared by your firm of auditors. I apologize

for the delay in replying, but you will understand that part of the period

subject to the review was not covered by present personnel, for which reason we

have had to investigate some of t'; matters raised in your report. 

I now therefore coment as follows: 

INTERNAL C3NTROL SIUIR 

1. LuX OF PREPARATICK OF A FUND ALCOkM BILI1Y SrTATEM(T 

According to the accountant in charge of the financial part of the
project, it is true that PRUEBI did not prepare an accrued fund
accountability sttent for project activities. However, for Project
BEST 520-0374 and following the reocemendation of your office, P1EBI has
prepared the fund accountability statement for 1992, a photocopy of which 
is attached. 

2. THE METHCDOLOGY FM PREPARING LIQUIDATICz4 VOUCHERS IS NOT BEING FOLIT3ED 

COMMEM'S 

We have considered the rezrumwidation contained in the report, and as of 
1992, with the Accounting Adinis rive Proo3dures Manual prepared by
Price-Waterhouse for Project 520-0374, liquidations have been made on the
basis of this manual, attaching a list of checks included in each 
liquidation; additionally, liquidations have been more constant due to the 
more rapid procedure of remixrsents for recovery of funds actually
handled. 



ANNEX I 
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3. IAK OF DEFINED RCEDURES TO ASSURE 01LIANCE WIH IHE E OF THE 
AGE1NS AMD Wr APPLICABLE IAS AND RE AflCOS 

'The Acounting Procedures Maual prepared by Price-Wtedhe defines the 
structure of the project, as wl as funtionsthe of each post. It
establishes that Project oordination Adinistration should draw up
policies and strategies to govern inplementaton and to allow for
ompliance with the goals and objectives of the project, as established in 
the terms of the &Avement. 

The senior organ of the project is the Executive Omittee, which meets
monthly to verify execution of project activities and determine whether
they are in keeing with what has been agreed. 

4. EXPENSE VOCHERS ARE NOT CANCLLED 

Expense vouchers have been cancelled as of January 1992, with Basic
Education Strengthening Project 520-0374 follwing the reomm-dation of 
Ardvalo Aranky &Asociados, auditors. 

COMPLIAN WMI AGRE AND APPLICABLE LAWS AND REGULATIONS 

1. I.A" OF EVIDENCE OF OCJN!IERPART MM IUMcM 

PF3EBI has aproached different institutions in order to check on the
national counterpart otrrbutio, specifically as regards papent of
salaries to bilingual educatzin teacher, but te infomation provided hasbeen very general and does not penrit idetifying PRRO BI specifically, to
the point that this has been reported to AID officers. we oontinue to
look for reliable documentaticon, valid for the auditors, as mentioned 
recently in the audit of Project BEST for 1992. 

2. NIMCClfPANM WTI GRAM AGNT IMPLa4E=OK IErIM No. 59, MICHSAYS: PREPARE AN EVAIMATIN OF SCHOASTIC PRFCFMNC?, DR1OFOUr ILEVELS,
REPEITrIO AND GRADUATIOS IN 7hE OO4PLE1E BILINGAL SCLOS FROM T 
SCHOOL YEARS 1985 TO 1988. 

The Evaluations and Impleentation Section began inplem.ntation in 1986
and since then has prpaed the annual stics showing the nmuer of 
studenits registered by school, students evaluated, prcivted, not prautedand withdrawn, which documents were available to the auditors in the
section mentioned above. 
Enclosed a copy of the Academic Yield Study of the students in the 
Bilingual Schools for the years 1986-1987. 
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3 de 10 

FOLLa-UP ON RECOMME CNS FROM PREWIOS AUDIS 

Sane of the re=randations included in this report have not been 
implented for reasons beyond our ontrol to correct the deficiencies 
noted. This situation was made known to the auditors during interviews 
with PRCINEBI personnel. Sane are mentioned below: 

1. 	 7he application of certain recumxendations does not depend directly 
on PRF EBI, but on other institutions, such as the Ministry of 
Education, the Ministry of Finance, USAID/Guatemala, Rural Social 
Education Directorate. 

2. 	 Instability of personnel working for PWiEBI. 

3. 	 Cut in personnel contraucted with grant funds. 

4. 	 Very limited budget allocations. 

PRONEBI has also tried, within the limits of its possibilities, to 
impleient recaumendations which can be implemnted internally, such as: 

1. 	 Drafting of the Government Order creating the Intercultural 
Bilingual Education Directorate as a department of the Directorate 
General of School Education. 

2. 	 Implementation of a subsidiary ledger. 

3. 	 We have cooperated in the process to establish responibility for 
the destruction of the vehicle delivered to the Ministry. 

QUESTICtABLE COSTS 

EXPENSES MADE BY PRCNEBI FOR AMMUS HIGH THAN BUDGUED 

-ESTICNED IN CF RANSEA 

FOR Q 220,150.00
 

1. Q COSS RESPECT CO 	 W OF SCHOL FUMd UR 

CoHMER 

In 1992, following payment of cheks Nos. 1444 and 1451 of 6/6/92 
and 7/16/92, respectively, PIUMMI asked the USAID/Guatemala Mission 
for authorization to use the balance of the loan for a smn of 
Q 330,000 for payment of activities pending exEcutio, such as the 
transportation of schol furniture. Autlorization was received in 
note dated April 30 1992 form the AID Office of Health and Education 
and Implementation Letter No. 35 of 12/31/91 (see attached 
photocopies, Annex 1). 
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2. 	 PRINING OF CUZ1hDRA EM A 0O0r OF Q 23,488.00 ANNEX I 
4 de 10 

This expense was authorized according to Record 25-91 of October 30,
1991 with charge on the authorized budiget In Implementation Lerttoer 
No. 66 of Febrmay 16,, 1991, for Q 27,640, charged to the component
Educational Material and School Furniture (See attached phtociopy of 
Implementation Letter No. 66 and record 25-91, Annex 2). 

3. 	 PUROUS CF CXd24W!ER E(Q UIPIE BY F40NEBI AORX)HG TO QiCE No. 0
66 OF 2/13/91 FMR Q 22,115.00 

This expense was authorized on the basis of the 1990 budget, grant
funds, according to Implemntation Letter No. 62, omponent
Investigation and Evaluation, which in that year was Q 169,100.00 as 
appears on voucher 520-10380 of Setember 19, 3.990, in which an 
amount higher than that questioned i4Vears (see attached Imp1mentar
tion Letter No. 62 and Voucher 520-10380, Annex 3).
 

COST WTHO PROPER SUPO
 

In relation to costs without. proper suport, "Liquidation of
Expenses", for which the original documentation for the sun of
Q 532,981.00 was not found, PREBI wishes to state that in the 
years subject to this audit all original ckumeontation was sent to 
the Office of the Comptroller General of Aoounts. Photocoies of 
the axxcunting documentation filed in the Program was offered, but 
you refused to review photocoples. essay stes were taken for
Authorization of reviw of papers requested fru the Office of the
Couptroller, but the audit6rs began to review and did not finish 
despite the fact that they were provided with two Program employees
to search for the docu.mntation filed. 

PIOEBI also wishes to place on record that the auditors in charge of the review

did nrt hold the half-tem eeting progr d, nr did they approach responsible

empoyees to clear up and analyze their q 0ts in due tin, as was done by the

film Price-Waternouse who carried out the first audit case situations raised were

cleared up in time and at the end there was a positive report for PRoEI.
 

We hope that our opmments reflect the willingness to improve the financial and
administrative work of this institution. 

Yours 	sincerely, 

Maria 	Ernestina de Ramos 
Director of the National Bilingual
Education Program 

CC. 	 Ministry of Education 
AID Audit Division 
Mr. Julio Diaz, AID 
File 
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PROYECTO AID 520-0374 
MINISTEMO DE "FORTALECIMIENTO DE IA EDUCACION BASICA" 

EDUCACION 9a. Avenida 7-35. Zona 1 * Telfonos: 53-23-55. 53-23-22 

Guatemala. C. A.OfNo--06.. 

- 1a[ 
ML'OM/lsd'em

f. .....................I 
A] contestar, sirvase mencionar el 

R L. I BIID 0 ndmero y referenciadeestanou. 

Guatemala, 

26 de Julio de 1994 

Licenciado
 
Carlos ChigUich6n
 
Gerente Auditorla
 
Ardvalo Pgrez, Aranky y Asociados, S.C.
 
Ciudad
 

Licenciado Chigiich6n:
 

Por este medio me permito enviar los comentarios soli
 
citados por usted sobre el Informe de Auditorla efectuada
 
al Proyecto 520-0282 par la firma de Auditores que usted di
 
rige, disculpandome por la tardanza en nuestra respuesta, 
pero usted comprenderg que parte del perlodo sujeto de la 
presente revisi~n, no fue ejecutado por el personal que ac
tualmente tiene a su cargo esta Instituci6n, circunstancia
 
que nos ha obligado a investigar algunos cuestionamientos 
planteados en su informe.
 

Por lo tanto me permito presentar los comentarios soli
 
citados, esrerando Ilenen su cometido, de la siguiente 
mane
 
ra:
 

ESTRUCTURA DE CONTROL INTERNO
 

1. 	 EALTA DE PREPARACION DE UN ESTADO DE RENDICION DE
 
GUENTAS:
 

COMENTARIO:
 

Segn informaci6n del Contador que tenia cargo la
a su 

parte financiera del Proyecto, efectivamente PRONEBI no
 
hacfa un Estado de Rendici6n de Cuentas acumulado sobre
 
las actividades del Proyecto; sin embargo para el Proyec
 
to BEST 520-0374, y atendiendo la recomendaci6n de esta
 
Auditorfa PRONEBI ha realizado el Estado de Rendici6n de
 
Cuentas para 1992, del cual se adjunta fotocopia.
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2. 	NO SE ESTA SIGUIENDO LA METODOLOGIA PARA ELABORAR LAS
 
LIQUIDACIONES DE DESEMBOLSOS.
 

COMENTARIO:
 

Se ha considerado la recomendaci6n anotada en este in
forme, y a partir de 1992, con el Manual de Procedimi
entos Administrativos Contablcs, hecho por 
la Firma -
Price-Waterhouse para el Proyecto 520-0374, 
laa liqui
daciones se han hecho en base a lo establecido en el 
mismo, adjuntando listado de cheques incluidos 
en cada
 
liquidaci6n, asl mismo las 
liquidaciones han sido 
m~s
 
constantes debido al procedimiento de reembolsos 

debe hacerse m~s r~pido para l 

que
 
recuperaci6n de los -

fondos que actualmente se manejan.
 

3. 	FALTA DE PROCEDIMIENTOS DEFINIDOS PARA VELAR POR EL
 
CUMPLIMIENTO CON LOS TERMINOS DE LOS CONVENIOS, LEYES
 
Y REGULACIONES APLICABLES.
 

COMENTARIO:
 

Dentro del Manual de Procedimientos Contables, elabora
 
do por Price-Waterhouse estf definida la 
estructura del
 
Proyecto, asf como las funciones de cada puesto, estable
 
ciendose que la 
Coordinaci6n de Administraci6n del Pro
yecto debe formular las polfticas y estrategfas que re
guirgn la ejecuci6n, y que permitan el cumplimiento de
 
las metas y objetivos del Proyecto, como establece los
 
T~rminos del Convenio.
 

El org~no suptrior dtl 
Proyecto es ei Comit6 Ejecutivo,
 
que se reune mensualmence para verificar la ejecuci6n

de las actividades del Proyecto y establecer si respon

den 	a lo convenido.
 

4. 
LOS 	COMPROBANTES DE GASTOS NO SON INHABILITADOS.
 

COMENTARIO:
 

Los comprobantes de gasto han sido inhabilitados a par
tir de enero 1992, 
con el Proyecto Fortalecimiento de la
 
Educaci6n Bgsica-520-0374, a rafz 
de la recomendaci6n de
 
la firma de Auditores Ardvalo Aranky y Asociados.
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CUMPLIKIENTO CON LOS TERMINOS DEL CONVENIO, LEYES Y REGULA
 

CLONES APLICABLES.
 

1. 
FALTA DE EVIDENCIA DE LOS APORTES DE CONTRAPARTIDA
 

COMENTARIO:
 

PRONEBI ha hecho gestiones a diversas Instituciones con
 
el objeto de comprobar el aporte de contrapartida Nacio
 
nal, especiffcamente en cuanto al pago por concepto de
 
salarios a los Maestros de Educaci6n Bilingle, sin em-
bargo la informaci6n proporcionada es muy general, y no
 
permite identificar a PRONEBI especfficamente, tal extremo
 
que se ha hecho del conocimiento de los oficiales de ---

A.I.D. Continuamos gestiones en la b6squeda de documen
taci6n fidedigna, que sea v9lida para las firmas de Audi
 
tores, situaci6n que fue aclarada recientemente en la au
 
ditorfa del Proyecto BEST para el afio 1992.
 

2. 	 INCUMPLIMIENTO CON LA CARTA DE EJECUCION No. 59 DEL CON 
VENIO DE DONACION, QUE DICE: 

PREPARAR UNA EVALUACION DEL RENDIMIENTO ESCOLAR Y DE NI-
VELES DE DESERCION, REPITENCIA Y PROMOCION EN LAS ESCUE-

LAS BILINGUES COMPLETAS DE LOS CICLOS ESCOLARES 1985 A
 
1988.
 

COMENTARIO:
 

La Secci6n de Evaluaci6n e Investigaci6n empez6 su imple
 
mentaci6n en 1986, y a partir de ese aflo se 
han elabora
do los Anuarios Estadfsticos que reflejan el nimero de a
 
lumnos inscritos por escuela, alumnos evaluados, promovi
 
dos, no promovidos y retirados, documentos que estuvieron
 
a disposici6n de los 
Sefiores Auditores en la secci6n an-
tes mencionada.
 

Asi mismo adJunto copia del Estudio del Rendimiento Aca
d~mico de los alumnos de Escuelas BilingUes para los a-

Bos 1986 - 1987.
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SEGUIMIENTO DE LAS RECOMENDACIONES DE AUDITORIA DE AROS AN-


TERIORES.
 

COMENTARIO:
 

Algunas de las recomendaciones anotadas 
en el presente

informe, no han sido implementadas, por diversas cir-cunstancias y que 
son 
ajenas a la buena disposici6n que

se tiene de corregir las deficiencias anotadas, situa
ciones que 
se hicieron del cunocimiento de los sefiores

Auditores en 
el momento de sus entrevistas hechas con

el personal de 
PRONEBI, podemos mencionar algunas como
 
referencia:
 

1. 	 La aplicaci6n de 
algunas recomendaciones no depende de

PRONEBI directamente, sino de 
Instituciones donde no 
tenemos ingerencia directa, ejemplo. 
 Ministerio de E
ducaci6n, Ministerio de 
Finanzas Pblicas, USAID/Guate

mala, Direcci6n de Socio Educativo Rural.
 

2. 	 La Inestabilidad en el personal que labora para PRONE-

BI.
 

3. 	 Recurte en el personal contratado con Fondos de Dona

ci6n.
 

4. 	 Asignaciones presupuestarias muy limitadas.
 

Asf tambidn PRONEBI a tratado en la medida de sus 
posi
bilidades implementar las recomendaciones que interna
mente se pueda tales como:
 

I. 
 Elaboraci6n del Acuerdo Gubernativo que 
crea 	la Direc
ci6n 	de 
Educaci6n B'.lingUe Intercultural, como Depen-
dencia de la Direcci6n General de Educaci6n Escolar.
 

2. 	 Implementaci6n de 
un mayor auxiliar.
 

3. 	 Se ha colaborado en el proceso que se 
sigue para esta
blecer responsabilidad sobre la destrucc16n del 
 ve
hfculo entregado al Hiisterio.
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COSTOS CUESTIONABLES
 

- GASTOS EJECUTADOS POR PRONEBI POR MONTOS SUPERIORES A LOS
 
PRESURUESTADOS.
 

1. 	 COSTOS CUESTIONADOS SOBRE TRANSPORTE DE MOBILIARIO ES-

COLAR POR Q. 220,150.00
 

COMENTARIO:
 

En 1992 previa cancelaci6n de los cheques Nos. 
1444 	y

1451 	de 
fechas 6/6/92 y 16/7/92 respectivamente, PRO-

NEBI solicit6 a la Misi6n AID/Guatemala, autorizaci6n
 
para utilizar saldo de pr6stamo por la cantidad de ---

Q. 330.000.00 para cancelaci6n de actividades pendien
te de ejecutar tal el caso 
del Transporte de Mobilia-
rio 
Escolar, habiendo recibido autorizaci6n segn ofi
cio de fecha abril de
30 de 	 1992 de la Oficina de Salud
 
y Educaci6n de A.I.D. y Carta de 
Ejecuci6n No. 35 de 
fecha 31/12/91 (se adjuntan fotocpias, Anexo No. 1).
 

2. 
 IMPRESION DE CALENDARIOS POR COSTOS DE Q. 23,488.00:
 

COMENTARIO:
 

Este 	gasto se adjudic6 seguln acts No. 25-91 de 
fecha 30

de octubre 1991, 
con cargo al Presupuesto Autorizado en
 
carta de ejecuci6n No. 66 del 
16 de febrero de 1991 por

Q. 27,640, cargado el componente Materiales Educarivos
 
y Mobiliario Escolar. 
 (Se adjunta fotocopia de Carta 
de Ejecuci6n No. 66 y Acta No. 25-91, Anexo No. 2).


3. 
 COMPRA DE EQUIPO DE COMPUTACION EJECUTADO POR PRONEBI,
 

SEGUN CHEQUE No. 0-66 DEL 13/2/91 POR Q. 22,115.00.
 

COMENTARIO:
 

Este 	gasto fue autorizado con 
base en el presupuesto de

1990, fondos de Donaci6n segdn carta de ejecuci6n No.62
de 
febrero de 1990 componente Investigaci6n y Evaluaci6n
 
que en ese afio era de Q. 169,100.00, segdn consta en 
Vou
 
cher 520-10380 del 19 de septiembre 1,990, en el cual in
cluso aparece 
una cantidad superior a lo cuestionado.(Se

adjunta carta de ejecuci6n No. 62 
y voucher 520-10380, -
Anexo No. 3). 

/
 

http:169,100.00
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COSTOS SIN SOPORTE APROPIADO
 

COHEITARIO:
 

En relaci6n a los costos 
sin soporte apropiado, "Liqui
daciones de 
Gastos de los cuales no se encontr6 la docu
 
mentaci6n original por 
la cantidad de Q. 532,981.00, --

PRONEBI manifiesta que en los afios sujetos de estg Audi
 
torla, toda la documentaci6n original era remitida a la
 
Contralorfa General de Cuentas, ofrecigndoles fotocopias

de la documentaci6n contable archivada 
en este Programa,

negandose hacer la revisi6n en dichas fotocopias; Por lo
 
tanto se realizaron los tr~mites necesarios pars que se
 
autorizara la revisi6n de 
la papelerfa solicitada en las
 
oficinas de la Contralorfa, sin embargo los sefiores audi
 
tores empezaron a revisar pero no concluyeron, a pesar 
de que se les proporcionaron, dos empleados de este Pro
grama para la btsqueda de la documentaci6n archivada. 

Asf mismo PRONEBI, quiere dejar constancia que los seflo
res auditores que tuvieron a su 
cargo la revisi6n respectiva,
 
no llevaron 
a cabo la reuni6n de medio t~rmino programada para

el efecto, ni se acercaron a los empleados responsables, para

aclarar y analizar oportunamente sus cuestionamientos, tal co
mo 
lo realizara la firma de auditores Price-Waterhouse, quie-
nes practicaron la primera auditoria para el actual proyecto,
correspondiente a 1992, 
con quienes se aclararon a tiempo las
 
situaciones planteadas, tenidndose al final un informe muy po
sitivo para PRONEBI.
 

En espera que nuestros comentarios reflejen la disposici6n
 
que se 
tiene de mejorar el quehacer financiero y administrativo
 
para la Instituci6n que me toca dirigir, me suscribo de usted.
 

Muy atentamente,
 

Licak-, Mal _ ti d e Ramos 
Directors del Programs Nacional 

de Educaci6n Bilingiie 

*. 

c.c. Ministerio de Educaci6n o'. 
Auditorfa A.I.D.
 
Lic. Julio Dfaz, A.I.D.
 
Archivo
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FINDINGS N INIERNAL MML qn;MU1 

'IIe following findings were accepted by pF4EBI 's aiiitain 

1. 	 Lack of preparation of fund acountability statement. 

2. 	 Te vetdology for preparing quidati vouchers is zx* being
followed. 

3. 	 Expense vouchers are not cancelled. 

Regarding the finding N. 3, lack of defined procedures to assure
compliance with the terms of the agreements and with applicable laws and
regulations, PRONEBI's administration stated that the accounting procedues
manual prepared by Price Waterhouse define that the PROEI's Office of
kdninistrative Coordinatim is in charge to issue the policies and strategies to 
assure 	copliance with agvemnt terms. Additionally, the Executive Board of the
Project has monthly meetings to verify the execution of the project's activities 
in order to determine if it oaplies with the agreents. 

Our o -pnt: 

By the 	time we developed our audit, the acxunting procedures manual was
still 	in draft and its inpleentatic was in analysis phase by PRoNEI's
adninistration. We considered that cur reocmmeitio remains the same. 
FINDNGS O PLIMC WFIH AE~1I' ww AND 

APPLICABE LAWS AND REGJATIMS 

1. lack of evidence of omterp=rt ctri ,ic 

PWEBI's adninistration agreed with our recomend.atim. 

2. 	 Noncompliance with Grant Agremaent
 
iW1emertAticr) letter H. 59
 

In their omuents PRONEBI's administration stated that its department of
evaluation and research started in 1986 the preparation of the evaluation of
scholastic performanice and dropout levels. REBI 's sent us, along whit their 
omments, a COPY of the tWDI-ears report of the 1986 and 1987 evaluaticas. 
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Our nt-

The inp1lemntation letter No. 59 stated that P!JXEBI should have prepared 
an evaluation on dropouts, repetition and graduation in completethe ruralbilingual schools for the school years 1985-1988. PR EBI prepared only the two
years evaluation that corresponds to 1986 and 1987. We considered that the
nonczopliance remain the same. 
FINDINGS ON FOLIM UP N RECCMMMCNS FROM 

PREVIOUS AUDITS 

PFOEI's akinistration accepted our recomnzdation in this area. 

QUESTICMARLE COSTS 

1. 	 Expenses made by PRCNEBI for amounts higher
 
than bLdggts authorized by USAID/Guatemala
 

a) 	 Transportation of school furniture paid by P CEI: In their 
cxments, PRONEBI's ackninistration stated that they received
authorization of USAID/Guatemala through a letter of the Office of
Health and Education dated April 30, 1992, to disburse the balance
of the loan No. 520-V-038 for Q 330,000 to contract services for 
transportation of school furniture. 

Our -	 -Pt: 

The amount we questioned is related with the Grant Agreemen No. 520-0288

and riot with the loan agreement. Therefore, considered our
we 	 that finding
remain 	the same. 

b) 	 Printing of calendars paid by PRONEBI: PRCMI's a~dinistration 
stated that they authorized the disbursnt of Q 27,640 for the
printing of calendars, and that such amount was charged to the
authorized budgt of educational material and furniture (printing). 

Our -at: 

The 1991 budget was authorized by PIL No. 66 dated February 19, 1991, whichincluded Q 45,000 for printing of educational material and funiiture. Weconsidered that the printing of calendars is not acceptable under this cumponent.
Therefore, our finding remain the same. 

C) 	 Purchase of ccutxxter equipment by PM-IBI: In their ocuments,
PREBI 's administration stated that this disbursement was 
authorized by PIL No. 1990,62 dated February 26, under omnponent
investigation and evaluation, and that USAID/Guatemala approved such
disIxarsaent by public voucher for purchases No. 520-10380. 



Our comment:
 

PIL No. 62 assigned Q 169, 100 for budet of the ocmponent Investigation and 
Evaluation, however, the detailed budget for this ccponent did not include any 
ccpcnent fkr purdase of equipment. In our opinion, the finding remain the 
same. 

d) 	 Liquidaticn of expenses for which there is no original
documentation: PI4 B's administratiCan stated that the original
documentation of the liquidaticns that we questioned are filed in 
the Guatemalan Supree Audit Institution (cntraloriLa Gereral de 
Cuentas de Guatemala), and that we did not spend the necessary time 
for looking the documentation. 

Our ocmment: 

By the time we visited the Guatemalan Supreme Audit Institution, the
documr itation of the liquidations we questioned were not localized by the person
in charge of filing the documentation. Therefore, cur finding remain the same. 


