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EXECUTIVE SUMMARY -- 

(AN EVALUATION OF THE ASSISTANCE TO THE CONTROLLER GENERAL 
OF THE REPUBLIC OF HONDURAS) 

Grant Objectives and History 

The g ran t  f o r  Ass is tance t o  C o n t r o l l e r  General o f  t he  Republ ic  o f  
Honduras was s igned  i n  August 1988 w i t h  t h e  purpose o f  s t r eng then ing  the  
Cont ro l  1  e r  General o f  the  Republ i c  (CGR) by app l y i ng  modern a u d i t  
techniques and a s s i s t i n g  o t h e r  government e n t i t i e s  i n  implement ing 
i n t e r n a l  c o n t r o l  systems and r e l a t e d  f i n a n c i a l  management p r a c t i c e s .  
The f o u r  ou tpu t s  o f  t h e  p r o j e c t  were: 1) development o f  i n s t i t u t i o n a l  
o b j e c t i v e s ;  2 )  d e f i n i t i o n  o f  CGR's r o l e  and r e l a t i o n s h i p s  w i t h  o t h e r  
s t a t e  i n s t i t u t i o n s ;  3 )  i n t r o d u c t i o n  o f  general  l y  accepted a u d i t i n g  
standards;  and 4) s t a f f  t r a i n i n g .  

Before t h e  p r o j e c t  was undertaken, t h e  CGR was regarded as a  
r a t h e r  i n e f f e c t u a l ,  p o l i t i c a l l y  mo t i va ted  o r g a n i z a t i o n  per fo rming  o l d -  
s t y l e  account rev iews.  The s t a t u s  and problems o f  t h e  CGR were 
conf i rmed by a  P r i c e  Waterhouse d i a g n o s t i c  r e p o r t  i n  1987, which 
con ta ined  e i g h t  ma jo r  recommendations t o  upgrade t h e  image and 
e f f e c t i v e n e s s  o f  t he  CGR by p r o v i d i n g  t r a i n i n g  so i t  cou ld  per fo rm 
modern s t y l e  a u d i t s  c o n t a i n i n g  f i n a n c i a l  s ta tements  w i t h  an op in ion ,  
i n t e r n a l  c o n t r o l  rev iew and recommendations, and a  compliance s e c t i o n .  

The Miss ion  i nco rpo ra ted  t h e  recommendations f rom the  P r i c e  
Waterhouse d i a g n o s t i c  r e p o r t  i n t o  a  two-year g r a n t  agreement f o r  
US$495,000 s igned i n  August 1988. The g ran t  agreement p rov ided  f o r  a  
long- term t e c h n i c a l  ass is tance  c o n t r a c t .  The team under the  c o n t r a c t  
cons i s t ed  o f  a  c h i e f  o f  p a r t y  and a  t r a i n i n g  c o n s u l t a n t .  The t e c h n i c a l  
ass is tance  team a s s i s t e d  i n  d r a f t i n g  standards,  norms, personnel  
m a t e r i a l s ,  p repa r i ng  and t each ing  courses, conduc t ing  seminars and 
p r o v i d i n g  q u a l i t y  c o n t r o l  se r v i ces .  Other  i n p u t s  under t h e  g r a n t  
inc luded  do1 l a r  expend i tu res  f o r  computers, o f f i c e  equipment and funds 
f o r  l o c a l  cu r rency  expendi tures.  

Purpose and Methods o f  Eva1 u a t i  on 

The purpose o f  t h i s  p r o j e c t  e v a l u a t i o n  i s  t o :  1)  determine t he  
g ran t ' s  e f f e c t i v e n e s s  i n  ach iev i ng  s t a t e d  g r a n t  o b j e c t i v e s ;  2) determine 
t h e  e f f e c t i v e n e s s  o f  t h e  t e c h n i c a l  ass is tance  i n  improv ing C o n t r o l l e r  
General a u d i t  ope ra t i ons  3 )  a s c e r t a i n  t h e  degree t o  which t h e  t r a i n i n g  
and managerial  c a p a c i t i e s  have been i n s t i t u t i o n a l i z e d  and a re  l i k e l y  t o  
be sus ta ined  a f t e r  t h e  p r o j e c t  ends; and 4) generate  recommendations 
about e f f o r t s  t h a t  cou ld  be under taken by t h e  C o n t r o l l e r  General t o  
inc rease  a c c o u n t a b i l i t y  w i t h i n  t h e  p u b l i c  s e c t o r .  

The e v a l u a t i o n  o f  t he  CGR i s  based on a  f i f t e e n - d a y  v i s i t  t o  
Honduras between September 3 and October 5, 1990. The eva lua to r  was 
James R. Funkey, CPA f o r  Management Systems I n t e r n a t i o n a l .  Dur ing  t h i s  
t ime,  t he  e v a l u a t o r  had t he  o p p o r t u n i t y  t o  i n t e r v i e w  a t  l e n g t h  members 
o f  USAID/Honduras; i n t e r v i e w  CGR a u d i t o r s  and management; meet w i t h  
c l i e n t  agencies o f  CGR; i n t e r v i e w  t h e  long- te rm t e c h n i c a l  ass is tance  



team; rev iew d r a f t  a u d i t i n g  s tandards ,  o r g a n i z a t i o n  manual, and 
personnel  manual; observe t r a i n i n g  courses;  and r e v i e w  o l d -  and new- 
s t y l e  a u d i t  r e p o r t s  f o r  CGR c l i e n t s .  

The g r a n t  agreement was t rans fo rmed  i n t o  a  l o g i c a l  framework t o  
p r o v i d e  a  s tandard a g a i n s t  wh ich  t h e  g r a n t s  p rog ress  was measured. 
Among t h e  i n d i c a t o r s  o f  g r a n t  e f f e c t i v e n e s s  were: comp le t ion  o f  modern- 
s t y l e  a u d i t s ,  t h e  m o d e r n i z a t i o n  of  CGR a d m i n i s t r a t i v e  systems, a d o p t i o n  
o f  personnel  s tandards,  changes i n  Honduran law f o r  t h e  CGR, d r a f t i n g  
and adop t ion  of  genera l  l y  accepted a u d i t i n g  s tandards and t r a i n i n g  o f  
CGR personnel  i n  new-sty1 e  aud i  t s .  

F I N D I N G S  

The ev idence ga the red  f r o m  t h i s  e v a l u a t i o n  i n d i c a t e s  t h e  m a j o r  
o b j e c t i v e s  have been accompl ished and i n  some r e s p e c t s  have surpassed 
e x p e c t a t i o n s .  D e s p i t e  t h e  s low s t a r t  of  t h e  long- te rm t e c h n i c a l  
a s s i s t a n c e  i n  J u l y  1989, t h e  g r a n t  has improved t h e  a b i l i t y  o f  t h e  CGR 
a u d i t o r s  t o  t h e  l e v e l  where t h e y  can and a re  p e r f o r m i n g  modern -s ty le  
a u d i t s .  The management and P r i c e  Waterhouse l o n g - t e r m  t e c h n i c a l  s t a f f  
c o n s i s t  o f  h i g h l y  q u a l i f i e d  p r o f e s s i o n a l s  w i t h  a  shared i n t e r e s t  i n  
promot ing improved government a u d i t i n g  i n  L a t i n  America. 

The o u t p u t s  o f  t h e  g r a n t  can be seen c l e a r l y  when r e l a t e d  t o  t h e  
g r a n t  i n p u t s  and purpose as f o l l o w s :  

o Development o f  I n s t i t u t i o n a l  0b . iec t i ves :  An outcome o f  t h e  
g r a n t  was t h e  m o d e r n i z a t i o n  o f  t h e  CGR's a d m i n i s t r a t i o n  and 
s t r u c t u r e  t h r o u g h  new t r a i n i n g  and s tandards o f f i c e s ,  a  
personnel  c l a s s i  f i c a t  i o n  manual, and a  d a t a  p rocess ing  
department w i t h  computer a p p l i c a t i o n s  f o r  a d m i n i s t r a t i v e  
areas.  

e D e f i n i n q  t h e  CGR Role  and R e l a t i o n s  Wi th  O ther  S t a t e  
I n s t i t u t i o n s :  An outcome o f  t h e  p r o j e c t  was d r a f t  
l e g i s l a t i o n  t o  change t h e  law  govern ing  t h e  CGR by improv ing  
t h e  l e g a l  b a s i s  t o  p e r f o r m  t h e  new s t y l e  a u d i t s  and c h a r g i n g  
t h e  a u d i t e d  e n t i t i e s  f o r  a  percentage o f  t h e i r  budget f o r  
CGR a u d i t  s e r v i c e s .  The law i s  expected t o  be p resen ted  t o  
t h e  Honduran Congress i n  e a r l y  1991. A course and seminars 
were a l s o  g i v e n  t o  personnel  o f  o t h e r  Honduran p u b l i c  
agenc ies  on i n t e r n a l  c o n t r o l  and o t h e r  t o p i c s .  

o I n t r o d u c t i o n  o f  General  1  y Accepted Audi t i  nq Standards:  The 
genera l  l y  Accepted Government A u d i t i n g  Standards (GAGAS) o f  
Honduras have been d r a f t e d  as we1 1  as a  m a j o r i t y  o f  t h e  
a u d i t i n g  manual, wh ich  shou ld  be f i n i s h e d  and accepted by 
t h e  end o f  1990. 

0 S t a f f  T r a i n i n q :  Among t h e  most s i g n i f i c a n t  outcomes o f  t h e  
p r o j e c t  was t h e  t r a i n i n g  o f  v i r t u a l l y  a1 1  o f  t h e  CGR 
a u d i t o r s  i n  a  four -month  i n t e n s i v e  t r a i n i n g  course.  
Favorab le  comments have been r e c e i v e d  f rom a l l  who have been 



i n  c o n t a c t  w i t h  t h e  c o u r s e  o r  f r om t h e  t r a i n e d  a u d i t o r s ,  
i n c l u d i n g  t h e  s t u d e n t s  themselves ,  CGR management, c l i e n t s  
and l o n g - t e r m  t e c h n i c a l  a s s i s t a n c e  pe rsonne l .  

e Performance o f  Modern-Sty1 e  A u d i t s :  F i v e  modern-sty1 e  
a u d i t s ,  two f i n a n c i a l - r e l a t e d  a u d i t s  and t h r e e  f i n a n c i a l  
s ta temen t  a u d i t s  have been performed by t h e  CGR as o f  t h e  
end o f  September 1990 on e n t i  t i e s  r a n g i n g  f rom a  US$l 
m i l l i o n  agency f o r  t h e  s u p p l y  o f  b a s i c  foods t o  needy 
persons,  t o  a  US$120 mi 11 i o n  a g r i c u l t u r a l  development bank. 
The r e p o r t s  c o n t a i n e d  f i n a n c i a l  s ta temen ts  o r  r e p o r t s  w i t h  
an o p i n i o n ,  an i n t e r n a l  c o n t r o l  s e c t i o n  w i t h  f i n d i n g s  and 
recommendations and a  comp l i ance  s e c t i o n ,  a l l  o f  wh ich  were 
e x t r e m e l y  w e l l  done. No pe r fo rmance  a u d i t s  have been 
pe r fo rmed  by t h e  CGR t o  d a t e .  

e Achievement a t  t h e  Goal L e v e l :  Wh i l e  i t  i s  t o o  e a r l y  t o  
know t h e  e f f e c t  o f  t h e  improvement o f  t h e  CGR o p e r a t i o n s  on 
t h e  Honduran p u b l i c  s e c t o r ,  t h e  observed management o f  funds 
i n  an e f f i c i e n t  and f u l l y  a c c o u n t a b l e  manner, and t h e  
a p p r e c i a t i o n  expressed by  s e v e r a l  o f  t h e  management s t a f f  o f  
t h e  a u d i t e d  l a r g e  p u b l i c  s e c t o r  agenc ies  f o r  t h e  new s t y l e  
a u d i t s  were a l l  encou rag ing .  

e S u s t a i n a b i l i t y :  S i n c e  a l l  o f  t h e  CGR a u d i t o r s  have been 
g i v e n  an i n t e n s i v e  f o u r - m o n t h  t r a i n i n g  course,  r e t u r n i n g  t o  
o l d - s t y l e  a u d i t s  wou ld  be  d i f f i c u l t .  The p r e s e n t  management 
i s  commi t ted  t o  t.he improvement o f  t h e  CGR a u d i t  c a p a b i l i t y  
u n t i l  t h e i r  terms end i n  1992. The l o n g - t e r m  s u s t a i n a b i l i t y  
o f  t h e  p r o j e c t  purpose o f  p e r f o r m i n g  modern -s t y le  a u d i t s  
w i l l  depend on t h e  w i  11 o f  t h e  Hondurans t o  pass t h e  d r a f t e d  
changes i n  t h e  l aw  r e g u l a t i n g  t h e  CGR, t o  i n c r e a s e  CGR 
budget  a l l o c a t i o n s ,  and f u t u r e  CGR management appo in tees .  

CONCLUSIONS 

O v e r a l l ,  t h e  p r o j e c t  a c h i e v e d  what  was s t a t e d  i n  t h e  g r a n t  
agreement w i t h  m o d e r n i z a t i o n  o f  CGR's a d m i n i s t r a t i o n  i n  process,  changes 
i n  t h e  law g o v e r n i n g  t h e  CGR b e i n g  d r a f t e d ,  changes i n  t h e  G e n e r a l l y  
Accepted Government S tandards  b e i n g  d r a f t e d ,  and a1 1  o f  CGR's a u d i t o r s  
b e i n g  t r a i n e d  i n  modern a u d i t  methods. As t h e  l o n g - t e r m  t e c h n i c a l  
a s s i s t a n c e  team w i l l  n o t  f i n i s h  i t s  work u n t i l  t h e  end o f  1990 due t o  a  
s l o w  s t a r t  o f  t h e  c o n t r a c t  i n  J u l y  1989, some o f  t h e  o u t p u t s  under  t h e  
g r a n t  have y e t  t o  be f i n i s h e d .  

RECOMMENDATIONS 

1.1  A I D  s h o u l d  f o l l o w  up on t h e  fo rma l  acceptance o f  t h e  
Personnel  C l  a s s i  f i c a t i o n  Manual . 

1.2 CGR s h o u l d  o r g a n i z e  i t s  a u d i t  depar tments  w i t h  an approx imate  
equa l  number o f  a u d i t o r s  i n  each depar tment .  



1.3 CGR should  complete s t a f f i n g  o f  t h e  Department o f  A u d i t  
P lann ing,  O r g a n i z a t i o n s  and Systems and t h e  Government A u d i t o r s  
P r o f e s s i o n a l  T r a i n i n g  Center .  

2.1 AID should  f o l l o w  up on, m o t i v a t e  and a s s i s t  t h e  CGR t o  have 
t h e  proposed changes i n  t h e  law r e l a t i n g  t o  t h e  CGR made i n t o  law. 

2.2 AID should  fund a d d i t i o n a l  courses/seminars f o r  o t h e r  
Honduran government f i n a n c e l a c c o u n t i  ng o f f i c i a l s .  

3.1 AID should  f o l l o w  up on t h e  acceptance and use o f  t h e  
G e n e r a l l y  Accepted A u d i t i n g  Standards o f  Honduras and A u d i t i n g  Manual. 

3.2 AID should  p r o v i d e  fund ing  f o r  t h e  c o n t i n u a t i o n  o f  q u a l i t y  
c o n t r o l  a c t i v i t i e s  a f t e r  t h e  long- te rm t e c h n i c a l  a s s i s t a n c e  c o n t r a c t  has 
ended. 

3.3 CGR shou ld  implement a  formal  method o f  f o l l o w - u p  f o r  a u d i t  
f i n d i  ngs and recommendations. 

4.1 AID shou ld  p r o v i d e  f u n d i n g  f o r  f u r t h e r  t r a i n i n g  o f  CGR 
a u d i t o r s .  

4.2 AID shou ld  p r o v i d e  f u n d i n g  f o r  s u p e r v i s i o n  i n  1991 f o r  CGR 
a u d i t o r s .  

4.3 I n  t h e  l o n g  term, AID should  c o n s i d e r  f u n d i n g  t h e  ex tens ion  
o f  t h e  GAGAS o f  Honduras t o  i n c l u d e  performance audi  t i r l g  i f  t h e  CGR can 
i n c r e a s e  t h e  budget resources a t  i t s  d i s p o s a l  th rough  inc reased  budget 
a l l o t m e n t  o r  by charg ing  c l i e n t s  f o r  s e r v i c e s .  

LESSONS LEARNED 

The lessons l e a r n e d  i n  t h e  p r o j e c t  a r e  as f o l l o w s :  

1) The CGR c o u l d  be upgraded t o  pe r fo rm modern -s ty le  a u d i t s  w i t h  
modest amounts o f  t e c h n i c a l  a s s i s t a n c e  combined w i t h  suppor t  f rom a  
r e c e p t i v e  management. 

2)  I t  appears t h a t  t h e  grant -sponsored t r a i n i n g  w i l l  r e s u l t  i n  a  
measurable i n c r e a s e  i n  t h e  p r o d u c t i v i t y  o f  a u d i t o r s  so t h a t  CGR can 
p r o v i d e  more a u d i t  s e r v i c e s .  

3 )  I n i t i a l  t r a i n i n g  a c t i v i t i e s  must be f o l l o w e d  up w i t h  inc reased  
s u p e r v i s i o n  and q u a l i t y  c o n t r o l  a c t i v i t i e s  t o  p u t  i n t o  p r a c t i c e  m a t e r i a l  
l e a r n e d  i n  t r a i n i n g  courses.  



S E C T I O N  A: OVERALL PROJECT PROGRESS 

A .  1 PROJECT OBJECTIVES 

The p r o j e c t  was i n i t i a t e d  by  a  r e q u e s t  f r o m  t h e  Honduran 
C o n t r o l  l e r  General  t o  s t u d y  t h e  m o d e r n i z a t i o n  t o  t h e  C o n t r o l  l e r  Genera l  
o f  R e p u b l i c  (CGR) . I n  1987, P r i c e  Waterhouse pe r fo rmed  a  d i a g n o s t i c  
s t u d y  o f  t h e  CGR t o  d e t e r m i n e  t h e  a c t u a l  s t a t e  o f  t h e  i n s t i t u t i o n  and 
f i n d  ways o f  u p g r a d i n g  and m o d e r n i z i n g  t h e  CGR. P r i c e  Waterhouse f o u n d  
t h a t  t h e  CGR, w h i c h  was e s t a b l i s h e d  u n d e r  a  1957 l a w  wh ich  p e r m i t t e d  t h e  
use o f  modern a u d i t  t echn iques ,  was c o n c e n t r a t i n g  on r e v i e w s  o f  a c c o u n t s  
and employee accoun ts  r e c e i v a b l e .  The r e p o r t  p r e s e n t e d  e i g h t  m a j o r  
recommendations, wh i ch  were ' n c o r p o r a t e d  i n t o  a  two -yea r  US$495,000 
g r a n t  t o  t h e  CGR. The g r a n t  had as i t s  purpose t h e  s t r e n g t h e n i n g  o f  t h e  
CGR t o  a p p l y  modern a u d i t  t e c h n i q u e s  and a s s i s t  o t h e r  governmenta l  
e n t i  t i e s  t o  imp lement  i n t e r n a l  c o n t r o l  systems and r e 1  a t e d  f i n a n c i a l  
management p r a c t i c e s .  Achievement o f  t h e  p r o j e c t  purpose,  a l o n g  w i t h  
o t h e r  Honduran government  a c t i o n s ,  w i l l  h o p e f u l l y  l e a d  t o  t h e  g o a l  o f  
t h e  p u b l i c  s e c t o r  i n  Honduras managing i t s  funds  e f f i c i e n t l y  and i n  a  
f u l l y  a c c o u n t a b l e  manner. 

The f o u r  ma in  o u t p u t s  under  t h e  g r a n t  agreement a r e  as  f o l l o w s :  

1.  Development o f  I n s t i t u t i o n a l  O b j e c t i v e s .  

2. D e f i n i n g  t h e  CGR Role  and R e l a t i o n s h i p  W i t h  O t h e r  S t a t e  
I n s t i t u t i o n s .  

3 .  I n t r o d u c t i o n  t o  G e n e r a l l y  Accepted  A u d i t i n g  Standards .  

4. S t a f f  T r a i n i n g .  

The o b j e c t i v e s ,  g o a l ,  o u t p u t s ,  and i n p u t s  were t r a n s f o r m e d  i n t o  a  
l o g i c a l  framework on t h e  f o l l o w i n g  pages. The r e v i e w  pe r fo rmed  by  t h e  
MSI team f o l l o w s  t h e  f o r m a t  o f  t h e  l o g i c a l  f ramework.  



ASSISTAMCE TO THE COIITROLLER GENERAL OF THE REPUBLIC OF HOIIDURAS 
LOGICAL FRAMEVORK 

Revieu of  audi ts  o f  a sanple 
f d s  e f f i c i e n t l y  and i n  a f u l l y  goverrmnt a g m  i rs . of Hcnukran g o v e r m t  
accolnteble mnner. Audit reports, over several agencies f o r  several years. 

years, shou that  audi t  
r e c m t i m s  are acted 
and that  e f f i c iency  has 

R C V ~ N  o f  recordkeeping 
f o r  a sanple of  

C m t r o l l e r  General o f  Financial and/or program and 
the Refxblic (CCR) o f  Honduras ef f ic iency aud i ts  are rou t ine ly  by (or  contracted f o r  by) o f f i c i a l s  value s a r d  
car r ies  out the wdit funct ion car r ied  cut by the CCR, as the CCR t o  determine the f inanc ia l  mnagccrrnt 
e f fec t i ve ly ,  using nodern opposed to o l de r - s t y l e  degree t o  which modern pract ices and expect 
aud i t ing  procedures, and ass is ts  expenditure audi ts .  

Revieu of  the intern81 agencies t o  be 
i n s t a l l  appropriate f inanc ia l  Honduras have developed and are contro l  systems and re lated accolntable f o r  
systems and controls. inplementing qqxop r i a t e  f inancia l  n r a ~ g c m n t  qqxopr ia ted  fvde. 

internal  contro l  systems and pract ices of  a sanple of  
re lated f inancia l  management Honduran goverrmeot agencies. 
practices, e.g., having tuo Interviews wi th s t a f f  f r an  
people sign checks and a t h i r d  those agencies and frm the 
person indcpcndently revieuing CCR t o  ascertain r o l e  the 
a l l  such transactions. CCR played i n  the system 
The CCR has the f inancia l ,  deveLoprrnt/reform a c t i v i -  
technical and managerial t i e s  of  these agencies. 
capaci ty ,  as wel l  as the Revieu of  CCR w e t  projec- 
in terest  and w i l l  t o  sustain the t ions  and in te rv ieu  s t a f f  
use of modern audi t  methods and as wel l  as users of  CCR 
t r a i n  m s t a f f  i n  t h e i r  use pr&ts and services con- 
a f t e r  A.I.D.'s assistance cerning the CCR0s capacity 

and in tent ions w i th  reqard 
t o  the future. 



Plans for inproving the 
eff iciency and effectiveness 

of plans fo r  illproving budget- 
ing, planning, srpervision 

planning procedures are ad persomel systcms i n  the 
developed and inplmmted. 
Plans for inproving srpervision 
within the CGR are developed and 
implemented. 
Plans for inproving the 
personnel ma~gement systems, 
including the developnent of  

desr r ip t ims and p e r f a m w e  
review processes, are developed 
ad ut i l ized.  

A system for  ensuring the pro- * Rwieu of  professional develop- 
f e s s i o ~ l  developnent of staf f ,  mt programs and procedures. 
including individual t ra in ing 
plans, i s  developed and used. 

Interviews with CGR s ta f f  and 

f inancial management ent i t ies  are 

pare them to  the roles and 
responsibi l i t ies of  f inancial 
manegemnt en t i t i es  i n  govern- 
ment agencies. 
The CGR holds regular meetings Revicv of records of  meetings. 
with these f inancia l  nwregecnent 
en t i t i es  t o  share information 
and i ron art any d i f f i c u l t i e s  

Changes are mnda i n  1957 law 
authorizing CGR permitting i t  
t o  do d r n  s t y l e  audits. 



NARRATIVE U m A R Y  OBJECTIVELY VERIFIABLE MEANS OF VERI F ICATICM ASSUIPTIWS 

The CGR estsbl ishcs wd s t a f f s  
governnent audi t ing standards Plaming, Organization and a m A u d i t  P lwning,  
(G4GAS) and inproves i t s  contract System (DAPOS) prepares and Organization and System 
management and audi t  review c i rcu lates po l i c y  statcnents (DAPOS) Department. 

thet  f o m l l y  signal the 
adopt ion of  CACAS. 
Methods a d  procedures applying 
GAWS are developed and rnede 
avai lable t o  s t a f f  and con- 
t rac ted  auditors, e .~. ,  a 
G o v e r m t  Audit ing Manwl 
f o r  the  Public Sector. 
DAPOS s ta f f  serves as e f f ec t i ve  
coordinator o f  CGR moderniza- 
t i o n  ef for ts ,  e.g. establishes 
standards, sets up t r a i n i ng  
ac t i v i t i es ,  prepares a w l  
audi t plans wd coordinates 
other related work. 
CGR has copies o f  aLL audits, 
including external w d i t s ,  on 

Audit tracking system fo r  
recording and fo l lowing up on 
the status o f  rtcanneodsti- 
developed d i n  operation. 
Procedures f o r  assessing audi t  
q u a l i t y  developed and used, 
e.g., reports on wdit q m l i t y  
d the  status of wdit 
r u m t i o M l  are provided 
regular ly  t o  the Honbran 



NARRAT IM SUrmARV OBJECTIVELY VERIFIABLE WEANS OF VERlFlUTlOY ASSUMPT l ONS 

4. CGR s t a f f  t ra ined  i n  m d e r n  A L I  CGR s t a f f  wsbers  col lplete 

t r a i n e r s  teaching these p rac t i ces  

p l e t e  t r a i n i n g  o f  t ra ine rs  
course and a capacity t o  t r a i n  
others i n  rnodcrn aud i t i ng  

Adequste sy re rv is ion  i s  provided 
f o r  newly t ra ined  s t a f f ,  e.g., 
t h e i r  work on the f i r s t  two- 
three audits undertaken a f t e r  
t r a i n i n g  i s  revieued by a 
senior mdxr o f  the  CCR s t a f f  
end by a m d e r n  methods t ra iner .  
I n d i v i d w l  profess ional  develop- 



NARRATIVE SUWARY OBJECTIVELY VERIFIABLE MEANS OF VERIFICATION ASSUMPTIONS 
INDICATORS 

1. Technical assistance i n  S238,OOO of the p ro jec t  budget. 
establ ish ing new object ives 
and plans f o r  reforming the 
CGR's operat ing procedures. 

2. Technical assistance i n  S10,000 of the p ro jec t  krdgct. 
de f in ing  the ro les and 
respons ib i l i t i e s  of  the CGR 
and other p l b l i c  sector 
f inanc ia l  menagement en t i t i es ,  
inc luding the menag-t o f  
workshops and seminars f o r  
t h i s  purpose. 

3. Technice! asois:ence i n  i n t r c -  t 5 !4 ,000  of the pro ject  budget. 
ducing g m r a l  l y  accepted 
goverrmnt  adi t i n g  
standards (GAGAS) and inproved 
contract ing and audi t  tracking 

4. Tra in ing f o r  CGR s t a f f  and Sl66,000 of  the pro ject  budget. 
t ra iners,  including budget a l l  
mater ia ls  developtent f o r  
t h i s  t ra in ing.  

5. F i ~ n c i a l  and evaluation re- • %5,000 of the p ro jec t  krdgct. 
v i e w  of the project.  



A . 2  THE TRANSFORMATION OF INPUTS TO OUTPUTS 

A . 2 . 1  Objectives and Plans f o r  Reform Developed f o r  CGR 

The f i r s t  ou tpu t  under t h e  p r o j e c t  was t o  develop o b j e c t i v e s  and 
p lans  f o r  r e f o r m  i n c l u d i n g :  

a) improv ing t h e  e f f i c i e n c y  o f  CGR's i n t e r n a l  a d m i n i s t r a t i o n  
i n c l u d i n g  budget ing,  p lanning,  superv is ion ,  personnel  and 
c o n t r a c t i n g  o f  ex te rna l  aud i t o r s ,  and; 

b) i d e n t i f y i n g  t h e  means of upgrading i n s t i t u t i o n a l  performance 
such as se l  e c t  i ve rec ru i tmen t  c r i t e r i a  and p ro fess i ona l  
devel opment . 

To a s c e r t a i n  whether t h e  o b j e c t i v e s  of t h e  CGR were f o rma l i zed  and 
communicated t o  t he  s t a f f ,  w r i t t e n  po l  i c y  statements were reviewed. The 
po l  i c y  statements a v a i l a b l e  c o n s i s t  o f  an o r g a n i z a t i o n  c h a r t  (b lock  
diagram), and a  po l  i c y / f u n c t i o n  statement.  The statement i s  e n t i t l e d  
"Ob jec t i ves  and Func t ions  o f  t h e  C o n t r o l l e r  General o f  Honduras" and i s  
a  32-page document d e s c r i b i n g  the  r e s p o n s i b i l i t i e s  o f  t he  CGR under t he  
law and t h e  f u n c t i o n s  o f  t h e  t h i r t e e n  depar tments /o f f i ces  i n  t h e  
o rgan i za t i on .  As o f  September 25, 1990, o n l y  t h e  chapters  o f  t h e  
statement deal  i n g  w i t h  t h e  t r a i n i n g  and p lann ing  departments have been 
approved by t h e  C o n t r o l l e r .  The o b j e c t i v e s  under which t h e  CGR i s  
ope ra t i ng  a r e  those d e l i n e a t e d  i n  t h e  o r i g i n a l  1957 law a u t h o r i z i n g  t he  
CGR. These o b j e c t i v e s  a r e  known t o  t h e  CGR employees as they  a re  taugh t  
i n  t h e  a u d i t i n g  courses. 

I n  connect ion w i t h  improv ing  t h e  budget ing and account ing 
procedures o f  t h e  CGR, P r i c e  Waterhouse has prepared a  26-page 
account ing manual which i n c l u d e s  a  c h a r t  o f  accounts and a  new 
account ing and budget ing system. A Honduran programming f i r m ,  A1 an 
Mendoza, Computer Systems and Serv ices has been con t rac ted  t o  program 
t h e  account ing and budge t ing  systems as we l l  as t h e  f o l l o w i n g  
computer ized systems: 

1. S e c u r i t y  
2. Employee e x i t  p rocess ing  
3. Account ing 
4 .  P a y r o l l  
5. Budget 
6. F ixed  Assets 

The systems should  be f i n i s h e d  and i n  use by t h e  end o f  1990. The 
computer systems w i l l  be used on s i x t e e n  networked microcomputers 
f i nanced  by AID. 

To upgrade t h e  personnel  p r a c t i c e s  a t  t h e  CGR, a  180-page 
Personnel C l a s s i f i c a t i o n  Manual was d ra f t ed .  The manual con ta i ns  
p o s i t i o n  d e s c r i p t i o n s ,  s p e c i f i c  du t i es ,  qua1 i f i c a t i o n s ,  and educat ion 
and minimum exper ience r e q u i r e d  f o r  each p o s i t i o n .  A1 so presented i s  a  
s a l a r y  sca le  w i t h  a  grade, minimum sa la ry ,  in -grade increments, and a  
maximum s a l a r y  f o r  each p o s i t i o n .  The CGR has con t rac ted  w i t h  F o r t i n ,  



Lopez and Associates,  t h e  Honduran r e p r e s e n t a t i v e  o f  D e l o i t e  Haskins & 
S e l l  s  t o  rev iew t h e  Personnel C l a s s i f i c a t i o n  Manual. The i r  r e p o r t  i s  
now be ing  reviewed by t h e  CGR t o  determine t h e  f i n a l  format o f  t h e  
manual. 

Fu tu re  r ec ru i tmen t  f o r  t h e  CGR i s  t o  be c a r r i e d  ou t  us i ng  t h e  
norms s e t  ou t  i n  t h e  Personnel C l a s s i f i c a t i o n  Manual. I n  a d d i t i o n ,  
candidates w i l l  be screened us i qg  t h e  t e s t  a l ready  developed under t h e  
p r o j e c t  t h a t  can p r e d i c t  a  person's s u i  t a b i  1  i t y  f o r  account i  ng/audi  t i n g .  

P ro fess iona l  development a t  t h e  CGR i s  c a r r i e d  ou t  on a  group 
r a t h e r  than a  personal  bas is .  A1 1  p ro fess iona l  employees have been 
g iven  t h r e e  courses: an i n t r o d u c t o r y  course, government account ing and 
government f i n a n c i a l  a u d i t i n g  . As f u r t h e r  courses/semi nars  a re  
developed, they  w i  11 be announced and employees w i  11 have an o p p o r t u n i t y  
t o  s i g n  up. F i n a l  s e l e c t i o n  o f  course at tendees w i l l  be made by t h e  CGR 
management a f t e r  consi  d e r i  ng CGR/empl oyee needs. 

Superv is ion  i s  be ing  improved w i t h i n  by us ing  t h e  Honduran P r i c e  
Waterhouse a f f i  1  i a t e  t o  superv ise  s i x  a u d i t  teams per forming new-s ty le  
a u d i t s .  As more a u d i t  teams a r e  formed from graduates o f  t h e  two a u d i t  
courses now i n  progress, t h e  CGR p lans  t o  increase supe rv i s i on  by (1) 
hav ing a  one-week t r a i n i n g  course f o r  superv iso rs  i n  e a r l y  October and 
(2) u t i l i z i n g  P r i c e  Waterhouse as we1 1  as two Honduran p u b l i c  account ing 
f i rms ,  Morales, Palo, Wi l l i ams,  and Medieto  and Associates t o  superv ise  
t h e  newly formed a u d i t  teams. 

To improve o v e r a l l  ope ra t i ona l  e f f i c i e n c y  o f  t h e  C o n t r o l o r i a ,  
approx imate ly  US$120,000 was p rov ided  under t h e  g ran t  f o r  p r o v i d i n g  
commodit ies. I tems purchased w i t h  g ran t  funds were as f o l l o w s :  

B ind ing  machine 
Shredder 
16 microcomputers w i t h  network hardware lsof tware,  

appl i c a t  i on sof tware,  and p r i  n t e r s  
2  cop ie rs  
M u l t i l i t h  machine 

As o f  t h e  r e p o r t  date,  October 1990, a l l  o f  t h e  equipment was 
d e l i v e r e d  and i n  use except t h e  m u l t i l i t h  and t h e  microcomputer network.  

The p r o v i s i o n  and use o f  these commodit ies enable t he  CGR t o  
e l i m i n a t e  i n e f f i c i e n c i e s / b o t t l e n e c k s  due t o  o l d  and i n s u f f i c i e n t  o f f i c e  
equipment. An example of an improvement i n  o f f i c e  opera t ions  i s  t h e  
p repa ra t i on  o f  a u d i t  r e p o r t s  which can be done i n  d r a f t  and r e v i s e d  
eas i  l y  on t he  word process ing equipment and p r o f e s s i o n a l l y  reproduced. 
Before t h e  commodities were supp l ied ,  t h e  a u d i t  r e p o r t s  were typed on a  
manual t y p e w r i t e r  and reproduced on a  mimeograph machine, making 
c o r r e c t i o n s  d i f f i c u l t  and r e s u l t i n g  i n  a  poor r e p o r t  p resen ta t i on  due t o  
t h e  low q u a l i t y  o f  t he  copy ing equipment. 



THE TRANSFORMATION OF INPUTS INTO OUTPUTS 

A.2.2 Roles and Responsibilities o f  CGR 

The second ou tpu t  o f  t h e  p r o j e c t  was a  d e f i n i t i o n  o f  t h e  CGR and 
i t s  r e l a t i o n s h i p  w i t h  o t h e r  agencies respons ib le  f o r  f i n a n c i a l  
management i n  t h e  p u b l i c  s e c t o r  s p e c i f i c a l l y  " t o  i n t r oduce  t h e  new a u d i t  
methodology and t o  engender government suppor t  needed f o r  changes t o  
a u d i t i n g  p r a c t i c e s  and i n t e r n a l  c o n t r o l  systems." 

The ou tpu ts  produced under t h i s  heading were represented i n  p a r t  
by t h e  44-hour course, I n t r o d u c t i o n  t o  Government A d m i n i s t r a t i o n  and 
Finance, conducted f o r  a  group o f  23 i n t e r n a l  a u d i t o r s  f rom va r i ous  
government agencies. I n  a d d i t i o n ,  t h e  P r i c e  Waterhouse team l eade r  
under t h e  c o n t r a c t  p a r t i c i p a t e d  i n  seven seminars over  a  two-year p e r i o d  
i n c l u d i n g  one i n  November 1989 e n t i t l e d  " A p p l i c a t i o n  i n  t h e  P u b l i c  
Sec to r  o f  Honduras o f  I n t e r n a l  A u d i t i n g  Standards by t he  American 
I n s t i t u t e  o f  I n t e r n a l  Aud i to rs . "  

The i n t r o d u c t i o n  o f  t h e  new a u d i t  methodology i s  be ing  handled by 
t h e  CGR a t  t he  i n d i v i d u a l  a u d i t  l e v e l .  That i s ,  t h e  a u d i t o r  i n  charge 
o f  a  p a r t i c u l a r  engagement w i  11 e x p l a i n  t he  purpose and o b j e c t i v e s  o f  
t h e  a u d i t  a t  t h e  beginn ing o f  t h e  a u d i t .  The feedback rece i ved  f rom two 
o f  t he  f i r s t  f i v e  aud i t ed  o rgan i za t i ons  aud i t ed  w i t h  t h e  new a u d i t  
techniques and r e p o r t s  was very  f avo rab le  a f t e r  i n t r o d u c t i o n  by t h e  
a u d i t  supe rv i so r .  

To engender government suppor t  needed f o r  changes t o  a u d i t i n g  
p r a c t i c e s ,  CGR i s  t r y i n g  t o  change t h e  1957 law under which i t  was 
formed. The proposed changes i n  t h e  law a r e  t o  o r i e n t a t e  t h e  law 
towards modern a u d i t i n g  and i n t e r n a l  c o n t r o l .  They con ta i n  a  method f o r  
s e l f - f i n a n c i n g  o f  t h e  a u d i t  agency and o r i e n t a t e  t h e  CGR away f rom t h e  
preoccupat ion i n  search ing f o r  1 osses o f  s t a t e  p rope r t y .  The suggested 
changes t o  t he  law have been rev iewed by t he  CGR, a  law f inanced  by A I D  
under t h e  P r i ce  Waterhouse c o n t r a c t  and two Honduran l e g a l  f i r m s .  The 
r e v i s i o n  i n  t h e  law i s  p r e s e n t l y  be ing  r e v i s e d  by a  t h i r d  Honduran law 
firm. A f t e r  i n c o r p o r a t i o n  o f  a l l  t h e  comments, i t  i s  planned t h a t  t he  
law w i  11 be presented t o  t he  Honduran congress i n  1991. 



THE TRANSFORMATION OF INPIJTS :INTO OUTPUTS 

A . 2 . 3  CGR Adopts General ly  Accepted Government Audit ing Standards 

The t h i r d  o u t p u t  under t h e  p r o j e c t  was t o  e s t a b l i s h  a Department 
o f  A u d i t  P l  anni ng, O r g a n i z a t i o n  and Systems (DAPOS) 
which would: 

1) f o r m u l a t e  and i s s u e  t e c h n i c a l  s tandards o f  government a u d i t i n g  
and i n t e r n a l  c o n t r o l  ; 

2) develop and i s s u e  i n t e r n a l  CGR s tandards and manuals 
d e s c r i b i n g  t h e  a c t i v i t i e s ,  r e s p o n s i b i l i t i e s  and f u n c t i o n s  o f  i t s  v a r i o u s  
o p e r a t i n g  u n i t s  and t h e  procedures they  c a r r y  ou t ;  

3) prepare and i s s u e  p r o f e s s i o n a l  a u d i t i n g  manuals and 
g u i d e l i n e s  f o r  t h e  CGR; 

4) develop and promulgate a Government A u d i t i n g  Manual f o r  t h e  
Pub1 i c  Sector;  

5) prepare an annual a u d i t  p l a n .  

The CGR has s e t  up a Department o f  A u d i t  P lann ing,  O r g a n i z a t i o n  
and Systems comprised o f  two persons and a s s i s t e d  by two P r i c e  
Waterhouse team members f i nanced  by AID. Standards and guidance 
generated by t h e  department i n c l u d e :  

1) Genera l l y  Accepted Government A u d i t i n g  Standards f o r  Honduras 
(GAGAS o f  Honduras, 19 pages) 

2) Concepts o f  I n t e r n a l  C o n t r o l  ( 5  pages) 

3) Qua1 i f i c a t  i ons o f  Government Audi t o r s  (7 pages) 

4) F i e l d  Work Standards f o r  Government A u d i t i n g  (10 pages) 

5) Repor t ing  Standards (11 Pages) 

6) Guide t o  S t r u c t u r e  and Format o f  Government A u d i t  Repor ts  (21 
pages) 

7) Guide f o r  A u d i t  Superv iso rs  (21  pages) 

8) Government A u d i t o r  Code o f  E t h i c s  ( 2  pages) 

9) Work Papers (27 pages) 

10) Government Audi t i  ng Techni ques (13 pages) 

11) Government A u d i t  Personnel (10 pages) 



12) Audit Findings (11 pages) 

13) Audit Programs (17 pages) 

14) Empl oyee Accounts Recei vabl e (2  pages) 

15) In te rna l  Control S tandards  (28 pages) 

The General ly  Accepted Government Auditing Standards  f o r  Honduras 
were reviewed and compared with  t h e  GAO's Government Auditing S t anda rds ,  
The Latinamerican I n s t i t u t e  of  Audi to rs  Lat i  nameri can Profess iona l  
Auditing Manual f o r  t h e  Publ ic  S e c t o r  and t h e  I n t e r n a t i o n a l  Organ iza t ion  
of Auditing I n s t i t u t i o n ' s  s t a n d a r d s .  The GAGAS of Honduras c o n t a i n s  
c h a p t e r s  on general  s t a n d a r d s ,  personnel s t anda rds ,  f i e l d  work 
s t anda rds ,  and r epo r t i ng  s t anda rds .  Compared t o  t h e  GAO Government 
Auditing Standards ,  t h e  GAGAS of Honduras d id  not  con t a in  any s t anda rds  
on performance a u d i t s ,  economy and e f f i c i e n c y  a u d i t s  o r  program a u d i t s .  
As t h e  C G R  i s  p r e sen t l y  not performing any performance a u d i t s  and 
doesn ' t  have s u f f i c i e n t  personnel t o  do so ,  t h e  non-inclusion of a 
s e c t i o n  on performance a u d i t s  doesn ' t  p resen t  any problems. O v e r a l l ,  
t h e  GAGAS of Honduras i s  p r o f e s s i o n a l l y  done and comparable t o  t h e  GAO 
s t anda rds  and o t h e r  s t anda rds .  

The s tandards  a r e  p r e s e n t l y  being reviewed by a Honduran p u b l i c  
account ing f i rm,  Tovar, Lopez and Assoc i a t e s ,  t o  g e t  i t s  opinion on t h e  
qua1 i t y  and techn ica l  con t en t  of t h e  s t anda rds  a s  well a s  t h e i r  
appl i c ab i  1 i  t y  i n  t h e  Honduran c o n t e x t .  Af t e r  r e s o l u t i o n  of t h e  conlments 
by Tovar, Lopez and Assoc i a t e s ,  t h e  C o n t r o l l e r  w i l l  i s s u e  t h e  f i n a l  
a u d i t i n g  s tandards  and a u d i t i n g  manual which can be approved i n t e r n a l l y  
by t h e  C G R .  Issuance of t h e  approved documents i s  expected by t h e  end 
of  t h e  year .  

The d r a f t  s t anda rds ,  gu ides  and norms have been d i s t r i b u t e d  t o  a1 1 
persons  who have corrlpleted t h e  Government Financial  Audi t ing cou r se  and 
a r e  i n  informal use (due t o  t h e i r  l a c k  of formal app rova l ) .  As 
add i t i ona l  a u d i t  teams a r e  formed from t h e  two a u d i t  courses  now i n  
s e s s ion  (63 a u d i t o r s ) ,  they  w i l l  use the GAGAS of  Honduras i n  t he i r  
a u d i t s ,  a1 bei t on an informal b a s i s ,  un t i  1 formal approval . Six  
a u d i t o r s  who completed t h e  e a r l y  a u d i t  courses  were interviewed t o  
a s c e r t a i n  t h e i r  knowledge and a p p l i c a t i o n  of t h e  s t anda rds .  All s a i d  
t h a t  they  had t h e  s tandards  and were using them. 

To d a t e ,  DAPOS, with t h e  a s s i s t a n c e  of t h e  P r i c e  Waterhouse team, 
has been very e f f e c t i v e  i n  t h e  C G R  modernizat ion e f f o r t s .  I t  has 
d r a f t e d  t h e  aud i t i ng  s t anda rds  and gu ide s ,  personnel c l a s s i f i c a t i o n  
manual, pol i cy / func t ion  s t a t emen t s  and has t r a i n e d  v i r t u a l  l y  a1 1 of  C G R  
a u d i t  s t a f f  with course  ma t e r i a l  i t  has developed. DAPOS a l s o  p r epa re s  
t h e  annual a u d i t  plan f o r  C G H .  



After  the completion of aud i t s  and the  formal acceptance of the 
recommendations by the  audited e n t i t y ,  the two types of findings 
/recommendations a r e  followed up  in di f f e ren t  manners. Findings f o r  
audi ts  of Honduran e n t i t i e s  cons i s t  of findings such as internal  control 
def ic iencies  and "reparos" o r  employee accounts receivables due t o  
1 oss/mi suse l the f t  of government property. Presently ernpl oyee accounts 
receivable are followed u p  by another Honduran government agency. Other 
audi t  findings a r e  presently followed u p  on by the audited agency and 
the  CGR in the following y e a r ' s  a u d i t .  CGR has a plan t o  have the 
internal  audit  department of the  audited organization follow u p  on the  
audit  recommendations. This has not ye t  been implemented and no formal 
follow u p  of recommendations i s  now in place. 



A.2.4 Training o f  CGR Auditors 

The f o u r t h  o u t p u t  o f  t h e  p r o j e c t  was t o :  

1. T r a i n  CGR personnel  
2. Conduct t r a i n i n g  o f  t r a i n e r s  
3. Develop t r a i n i n g  m a t e r i  a1 s  

As o f  September 30, 1990, t h e  t h r e e  main courses t h a t  were g i v e n  
a t  t h e  CGR were as f o l  lows: 

Course 
T r a i  nees 

T o t a l  Women Hours 

1. I n t r o d u c t i o n  t o  Government 
A d m i n i s t r a t i o n  and Finance 212 85 4  4  

2. Governmental Account ing 184 6 9  280 

3. Governmental F i  nanc i  a1 
A u d i t i n g  141 57 280 

The number of  persons t r a i n e d  i n  t h e  four-month t r a i n i n g  courses 
represents  v i r t u a l l y  a1 1  t h e  p r o f e s s i o n a l  personnel  o f  t h e  CGR. The 
rev iewer  a t tended  one o f  t h e  two Governmental F i n a n c i a l  A u d i t i n g  courses 
t a u g h t  by one o f  t h e  CGR teachers  and found o n l y  one person o u t  o f  34 
absent, and t h e  c l a s s  l i v e l y  w i t h  c l a s s  p a r t i c i p a t i o n .  Course m a t e r i a l s  
were p r o f e s s i o n a l l y  prepared and o r i e n t a t e d  toward p r a c t i c a l  aspects  o f  
a u d i t i n g .  A l l  o f  t h e  persons i n t e r v i e w e d ,  f rom t h e  C o n t r o l l e r  o f  t h e  
CGR t o  persons who took  t h e  course,  s a i d  t h a t  t h e  l a c k  o f  a u d i t o r  
t r a i n i n g  was t h e  number one problem a t  t h e  CGR before  t h e  p r o j e c t .  
A u d i t o r s  who had worked a t  t h e  CGR f r o m  5 t o  30 years  a l l  p r a i s e d  t h e  
course and s a i d  t h a t  t h e y  l e a r n e d  a  l o t  i n  t h e  course and t h a t  they  were 
more p r o f i c i e n t  because of  t h e  course,  more c o n f i d e n t ,  and t h a t  t h e  
standards and techn iques presented enabled the  q u a l i t y  o f  t h e i r  work t o  
d ramat i ca l  l y  improve. 

An o u t p u t  n o t  contemplated by t h e  p r o j e c t  was t h e  f o r m a t i o n  o f  a  
t r a i n i n g  c e n t e r  r e f e r r e d  t o  as The Government A u d i t o r s  P r o f e s s i o n a l  
T r a i n i n g  Center c o n s i s t i n g  o f  two classrooms, an o f f i c e  f o r  t r a i n e r s  
s t a f f e d  by two CGR t r a i n e r s .  The t r a i n i n g  c e n t e r  designed a  course 
e n t i t l e d ,  " I n t r o d u c t i o n  t o  Data Process ing,  Word Processors,  and 
E l e c t r o n i c  Spread Sheets," h i t h o u t  any p r o j e c t  t e c h n i c a l  a s s i s t a n c e  and 
de l  i vered i t  t o  e l  even CGR personnel  . The t r a i n i n g  c e n t e r  developed a1 1  
t h e  t r a i n i n g  m a t e r i a l s  f o r  t h e  courses g i v e n  t o  date .  

The o u t p u t  o f  t r a i n e d  t r a i n e r s  was achieved w i t h  a  35-hour course 
g i v e n  t o  a  s e l e c t  group o f  14 CGR employees on September 11-14, 1989. 
Two o f  the  CGR personnel  who p a r t i c i p a t e d  i n  t h e  course now f u n c t i o n  as 
teachers  w i t h  o t h e r  a t tendees o f  t h e  course f u n c t i o n i n g  as temporary 
teachers .  S ince t h e  i n s t i t u t i o n  o n l y  needs two teachers ,  hav ing  a l l  t h e  



a t tendees  f u n c t i o n  as teachers  would be d i s r u p t i v e  t o  t h e i r  normal a u d i t  
d u t i e s .  

P resen t l y ,  s i x  a u d i t  teams a r e  superv ised  by P r i c e  Waterhouse 
t e c h n i c a l  ass is tance  a u d i t  pe rsonne l .  When t h e  approx imate ly  63 
a u d i t o r s  now i n  t h e  two l a s t  Governmental F i n a n c i a l  A u d i t i n g  courses a r e  
f i n i s h e d ,  the  C o n t r o l o r i a  p lans  t o  conduct a  one-week a u d i t o r  
s u p e r v i s i o n  course f o r  s e l e c t e d  s t u d e n t s  and u t i l i z e  them as 
superv iso rs .  Furthermore, t h e  CGR has p lans t o  h i r e  two Honduran p u b l i c  
accoun t ing  f i r m s  i n  a d d i t i o n  P r i c e  Waterhouse t o  superv ise  o r  p r o v i d e  
q u a l i t y  c o n t r o l  t o  t h e  f i n a l  a u d i t  r e p o r t s .  

I n d i v i d u a l  development p lans  f o r  CGR s t a f f  do n o t  e x i s t .  Ins tead,  
new employees a r e  t o  be g iven  t h e  t h r e e  p r e l i m i n a r y  courses developed 
under t h e  p r o j e c t .  I n  regard  t o  ongoing t r a i n i n g /  p r o f e s s i o n a l  
development f o r  CGR s t a f f ,  t r a i n i n g  w i l l  be p rov ided  by ongoing courses 
and seminars a t  t h e  Government A u d i t o r s  Pro fess iona l  T r a i n i n g  Center.  
Proposed s u b j e c t s  i n c l u d e  a u d i t  s u p e r v i s i o n ,  a u d i t  r e p o r t  p repara t ion ,  
human r e l a t i o n s ,  m o t i v a t i o n ,  and t e c h n i c a l  w r i t i n g .  No t i ces  f o r  
upcoming t r a i n i n g  o p p o r t u n i t i e s  a r e  posted and i n t e r e s t e d  err~ployees s i g n  
up. CGR management w i l l  t hen  s e l e c t  persons t o  a t t e n d  courses based on 
personal  /CGR needs. 



A . 3  ACHIEVEMENT AT THE PURPOSE LEVEL 

As s t a t ed  in the grant  dgreement, the  purpose of the grant  was t o  
"strengthen the Cont ro l le r  General of t he  Republic t o  apply modern audi t  
techniques and a s s i s t  o ther  government e n t i t i e s  t o  irr~plernent in te rna l  
cont ro l  systems and re1 ated f  i nanci a1 management prac t ices ."  The 
r e l a t e d  End of Project  S ta tus  Indica tors  a r e  as  follows: 

a .  Financial and/or performance aud i t s  a r e  rout ine ly  ca r r i ed  
out by the  C G R  as  opposed t o  o lde r - s ty l e  expenditure aud i t s .  

b .  Public s e c t o r  agencies in  Honduras a r e  improving in terna l  
control systems and r e l a t e d  f inanc ia l  management prac t ices .  

c .  The CGR has the f i n a n c i a l ,  t echn ica l ,  and managerial 
capaci ty,  and the i n t e r e s t  and wil l  t o  sus ta in  the use of 
modern aud i t  methods and t r a i n  new s t a f f  in t h e i r  use a f t e r  
AID'S a s s i s t ance  ends. 

As of September 30, 1990, f i v e  f inanc ia l  a u d i t s  using the  new 
methodology were ca r r i ed  out a s  ou t l ined  in  the cha r t  on the  following 
page : 



Name of Organization 
Type of Entity 

1) Banco Nacional de 
Desarallo Nacional 
(BANADESA) ~ . ~ $ 1 2 0  
mi 1 1  ion agricultural 
devel opment bank. 

2) Banco Nacional de 
Sup1 i dora Naci onal de 
Productos Basicas 
(BANASUPRO) u . s . $1 
mi 1 1  ion agency to supply 
basic food to need 
persons. 

3) Insti tuto Nacional 
de Jubliciones y 
Pensi ones (INUJUPEMP) 
US$100 million credit 
union for government 
employees. 

4) Insti tuto Nacional 
de Formation 
Professional (INFOP) 
US$3.5 million 
government technical 
training institute. 

5) Proyecto de 
Mejoramiento del Pequeno 
Agricul tor (CALIFULTOR) 
US$60 mi 1 1  ion project to 
aid small farmers. 

Peri od Audi ted 

January 1, 1988- 
December 31, 1989 

January 1, 1989- 
December 31, 1989 

January 1, 1989- 
December 31, 1989 

January 1, 1989- 
December 31, 1989 

January 1, 1988- 
December 31, 1989 

Type of Audit 

Financial Related Audit 
of Loan Portfolio with 
Internal Control Review 
of Loan Origination, 
Maintenance, and 
collection procedures. 

Financial Statement 
Audit with opinion and 
findings and 
recommendati ons on 
internal control and 
compliance opinion. 

Financial Statement 
Audit with opinion and 
findings and 
recommendations on 
internal control and 
compl iance opinion. 

Fi nanci a1 Statement 
Audit with opinion and 
findings and 
recommendation on 
internal control and 
compliance opinion. 

Financial Related Audit 
with opinion and 
findings on internal 
control and opinion and 
f i ndi ngs on compl i ance. 



As shown on t h e  p r e v i o u s  page, t h e  a u d i t s  performed t o  da te  w i t h  
t h e  new methodology were e i t h e r  f i n a n c i a l  s ta tement  a u d i t s  o r  f i n a n c i a l  
r e l a t e d  a u d i t s ,  no t  performance a u d i t s .  F i n a n c i a l  s ta tement  a u d i t s  
determine (1) whether t h e  f i n a n c i a l  s ta tements  o f  an a u d i t e d  e n t i t y  
p resen t  f a i r l y  t h e  f i n a n c i a l  p o s i t i o n ,  r e s u l t s  o f  opera t ions ,  and cash 
f l o w s  o r  changes i n  f i n a n c i a l  p o s i t i o n  w i t h  g e n e r a l l y  accepted 
accoun t ing  p r i n c i p l e s  and (2)  whether t h e  e n t i t y  has compl ied w i t h  laws 
and r e g u l a t i o n s  f o r  those t r a n s a c t i o n s  and events  t h a t  may have a  
m a t e r i a l  e f f e c t  on t h e  f i n a n c i a l  s ta tements .  F i n a n c i a l  re1 a t e d  a u d i t s  
i n c l u d e  de te rm in ing  (1) whether f i n a n c i a l  r e p o r t s  and r e l a t e d  i tems such 
as elements, accounts f o r  funds a r e  f a i r l y  presented, (2)  whether 
f i n a n c i a l  i n f o r m a t i o n  i s  presented w i t h  e s t a b l i s h e d  o r  s t a t e d  c r i t e r i a  
( 3 )  whether t h e  e n t i t y  has adhered t o  s p e c i f i c  f i n a n c i a l  compl iance 
r e q u i  rements. 

O f  t h e  f i v e  new s t y l e  r e p o r t s  issued,  th ree ,  BANASUPRO, INJUPEMEP, 
and INFOP had p r i o r  p e r i o d  o l d - s t y l e  r e p o r t s  w i t h  which a  comparison 
c o u l d  be made between t h e  new and o l d  s t y l e  r e p o r t s .  The o l d  s t y l e  
r e p o r t s  were an a n a l y s i s  o f  s p e c i f i c  accounts  such as cash i n  banks, 
revenue, and va r ious  expense accounts.  Employee r e c e i v a b l e s  due t o  
a s s e t  l o s s l m i  s u s e l t h e f t  (usua l  l y  on u n t i m e l y  issued r e p o r t s  w i t h  a  1  o t  
o f  m inor  rece ivab les )  made up a  l a r g e  p o r t i o n  o f  t h e  o l d  s t y l e  r e p o r t s  
(as much as h a l f  t h e  r e p o r t  o f  some r e p o r t s ) .  Some of  t h e  r e p o r t s  
con ta ined  f i n a n c i a l  s ta tements  w i t h  no s e t  format  and some c o n t a i n e d  
unfocused recommendations w i t h o u t  a  b a s i s  o r  reason f o r  t h e  
recommendations. The r e p o r t  qua1 i t y  v a r i e d  c o n s i d e r a b l y  depending on 
t h e  a u d i t  department ( t h e  CGR has f o u r  a u d i t  departments) ,  i n s t i t u t i o n  
be ing  a u d i t e d  and team t h a t  performed t h e  a u d i t ( 1 a c k  o f  q u a l i t y  
c o n t r o l ) .  

B a s i c a l l y ,  t h e  o l d - s t y l e  a u d i t  r e p o r t s  l acked  focus,  presented t o o  
much d e t a i  1  on v a r i o u s  accounts and employee r e c e i v a b l e s ,  and presented 
recommendations w i t h o u t  focus  o r  s u b s t a n t i a t i o n .  I n  c o n t r a s t ,  t h e  new 
s t y l e  a u d i t  r e p o r t s  p resen t  f i n a n c i a l  s ta tements ,  o r  f i n a n c i a l  r e p o r t s  
i f  a  f i n a n c i a l  r e l a t e d  a u d i t ,  w i t h  t h e  a u d i t o r ' s  o p i n i o n  whether t h e  
f i n a n c i a l  statements were presented i n  accordance w i t h  g e n e r a l l y  
accepted account ing p r i n c i p a l s .  Furthermore,  t h e  new s t y l e  a u d i t  
r e p o r t s  conta ined an expanded s e c t i o n  on i n t e r n a l  c o n t r o l  w i t h  an 
o p i n i o n  and s p e c i f i c  f i n d i n g s  and recommendations. A1 so presented i s  a  
r e p o r t  and o p i n i o n  on compl i ance  w i t h  app l  i c a b l e  laws and r e g u l a t i o n s .  
I n  a d d i t i o n ,  t h e  r e p o r t s  c o n t a i n  m a t e r i a l  r e q u i r e d  by Honduran 
law/custom such as t h e  names o f  t h e  o f f i c e r s  o f  t h e  a u d i t e d  o r g a n i z a t i o n  
and a  1 i s t  o f  employee account r e c e i v a b l e s .  

The new s t y l e  a u d i t  r e p o r t s  a r e  an improvement o v e r  t h e  o l d  s t y l e  
r e p o r t s  because they  p resen t  summarized f i n a n c i a l  s ta tements  enabl i ng 
management t o  g e t  an o v e r a l l  f i n a n c i a l  v iew o f  an o r g a n i z a t i o n  and i t s  
c a p i t a l  s t r u c t u r e  a t  t h e  end o f  a  p e r i o d .  I n  a d d i t i o n ,  t h e  new s t y l e  
r e p o r t s  p l a c e  cons ide rab le  emphasis on i nte ' rna l  c o n t r o l  w i t h  t h e  
f ind ings/ recommendat ions presented i n  a  c o n d i t i o n ,  c r i t e r i a ,  cause, 
e f f e c t ,  recommendation fo rmat .  Furthennore,  t h e  new s t y l e  r e p o r t s  



c o n t a i n  a  s e c t i o n  on compliance w i t h  a p p l i c a b l e  laws and r e g u l a t i o n s  
p r o v i d i n g  management w i t h  t h i s  a d d i t i o n a l  i n f o r m a t i o n .  Thus t h e  new 
s t y l e  r e p o r t s  con ta i n  summarized f i n a n c i a l  s ta tements  and f u t u r e  
o r i e n t a t e d  i n t e r n a l  c o n t r o l  recommendations f o r  improvements. 

I n  con t ras t ,  t h e  o l d  s t y l e  a u d i t  r e p o r t s  con ta i n ,  a t  t imes,  
f i n a n c i a l  statements i n  va r i ous  formats  and much d e t a i l  and schedules on 
va r i ous  account balances. I n  t h e  format  t h e  s ta tements  r e p o r t s  were 
presented i t  was d i f f i c u l t  f o r  management t o  a s c e r t a i n  t h e  o v e r a l l  
f i n a n c i a l  per formance/s ta tus o f  t h e  e n t i t y .  A lso  presented i n  t h e  o l d  
s t y l e  r e p o r t s  were f ind ings/ recommendat ions  d i r e c t e d  a t  c e r t a i n  
o f f i c i a l s  o f  t h e  o rgan i za t i on ,  i . e .  head o f  a d m i n i s t r a t i o n .  Since t h e  
recommendations d i dn ' t  present  t h e  f a c t s  o r  background and c r i t e r i a  by 
which t h e  f i n d i n g s  were be ing  judged, t h e  f i n d i n g s  were l e s s  c r e d i b l e  
and l e s s  1  i k e l y  t o  be accepted by t h e  e n t i t y  be ing  aud i ted .  
Furthermore, o l d  s t y l e  a u d i t  r e p o r t s  con ta ined  long  l i s t s  o f  employee 
account r ece i vab les  due t o  asset l o s s / m i s u s e / t h e f t .  Since many o f  t he  
amounts were n o t  m a t e r i a l  and s i nce  t h e  r e p o r t s  u s u a l l y  were issued l a t e  
(one r e p o r t  f o r  t h e  pe r i od  September 1979 t o  February 1986 was issued i n  
J u l y  1988), many of  t h e  accounts were u n c o l l e c t i b l e .  I n  summary, t h e  
o l d  s t y 1  e  r e p o r t s  were made up o f  d i  saggregated f i n a n c i a l  i n f o r m a t i o n  
and h i s t o r i c  1  i s t s  o f  employee accounts r e c e i v a b l e s  w i t h  unfocused, 
unsubs tan t ia ted  recommendations. 

The f i v e  o r i g i n a l  a u d i t  r e p o r t s  i ssued  were e x c e l l e n t  i n  terms o f  
con ten t  and p resen ta t ion .  E s p e c i a l l y  w e l l  done and p e r t i n e n t  t o  t h e  
Honduran s i t u a t i o n  i s  t h e  expanded i n t e r n a l  c o n t r o l  sec t i on ,  which 
should  be o f  use t o  aud i t ed  Honduran agencies i n  improv ing and upgrading 
t h e i r  i n t e r n a l  c o n t r o l  systems. 

S ince t h e  new s t y l e  a u d i t  r e p o r t s  p resen t  an expanded i n t e r n a l  
c o n t r o l  rev iew w i t h  f i n d i n g s  and recommendations, improvements i n  
i n t e r n a l  c o n t r o l  systems o f  p u b l i c  s e c t o r  agencies i n  Honduras should be 
e f f e c t e d  i f  t h e  i n t e r n a l  c o n t r o l  recommendations i n  t h e  a u d i t  r e p o r t s  
a r e  implemented. As t h e  i n i t i a l  f i v e  a u d i t  r e p o r t s  were be ing  
d i s t r i b u t e d  as t h i s  rev iew was be ing done, i t  was t o o  e a r l y  t o  expect t o  
see t h e  r e s u l t s  i n  t h e  aud i t ed  p u b l i c  s e c t o r  agenc ies .  However, t o  ge t  
a  sense o f  t h e  a c c e p t a b i l i t y  o f  t h e  i n t e r n a l  c o n t r o l  recommendation i n  
t h e  a u d i t  r e p o r t s  by t h e  aud i t ed  agencies,  two o f  t h e  a u d i t e d  agencies 
were v i s i t e d  lNJLIPEMP and INFOP. O f f i c i a l s  a t  bo th  i n s t i t u t i o n s  no t i ced  
an inc rease  i n  q u a l i t y ,  speed, and p e r t i n e n c e  o f  t h e  a u d i t  
recommendations between p r i o r  years  r e p o r t s  completed done t h i s  year  
a f t e r  t h e  a u d i t o r  t r a i n i n g .  

I n  conc lus ion,  i t  appears t h a t  t h e  p r o j e c t  has met t h e  end o f  
p r o j e c t  s t a t u s  by be ing ab le  t o  c a r r y  o u t  a u d i t s  us ing  modern a u d i t i n g  
techniques.  Al though i t  i s  t oo  e a r l y  t o  expect  t o  see improvement i n  
i n t e r n a l  c o n t r o l  systems i n  Honduran p u b l i c  s e c t o r  agencies s i nce  t h e  
i n i t i a l  f i v e  new s t y l e  a u d i t  r e p o r t s  were j u s t  r e c e n t l y  issued, t h e  
i n i t i a l  aud i t ed  o rgan i za t i ons  i n d i c a t e d  a  s t r o n g  i n t e r e s t  and d e s i r e  t o  
comply w i t h  t h e  i n t e r n a l  c o n t r o l  recommendations. 



A . 4  ACHIEVEMENT A T  T H E  GOAL L E V E L  

The goa l  o f  t h e  p r o j e c t  was t h a t  t h e  P u b l i c  S e c t o r  o f  Honduras 
manages funds e f f i c i e n t l y  i n  a  f u l l y  a c c o u n t a b l e  manner. The degree t o  
wh ich  t h i s  p r o j e c t  a c h i e v e s  t h e  goa l  w i l l  depend on p u b l i c  o f f i c i a l s  
a t t i t u d e  and 1  eadersh i  p, t h e  Honduran 1  ega l  system, t h e  e f f e c t i v e n e s s  o f  
o t h e r  Honduran f i n a n c i a l  management and c o n t r o l  e n t i  t i e s  and p o l  i c i e s  
adopted by p u b l i c  o f f i c i a l s  r e g a r d i n g  f i n a n c i a l  management i n  t h e  p u b l i c  
s e c t o r .  Wh i l e  i t  i s  t o o  e a r l y  t o  d e t e r m i n e  t h e  impac t  t h e  p r o j e c t  w i l l  
have on Honduran pub l  i c  s e c t o r  f i n a n c i  a1 management, t h e  r e c e p t i v i t y  o f  
management o f  two o f  t h e  pub l  i c  agenc ies  w h i c h  had t h e  new s t y l e  a u d i t s  
per fo rmed on them was encourag ing .  Fu r the rmore ,  w i t h  t h e  i n t e r n a l  
c o n t r o l  s e c t i o n  o f  t h e  a u d i t  r e p o r t s ,  i n  f u t u r e  y e a r s  t h e  r e c o r d  o f  
agenc ies  comp ly ing  w i t h  t h e  i n t e r n a l  c o n t r o l  recommendat ions i n  t h e  
a u d i t  r e p o r t s  s h o u l d  p r o v i d e  a good measure o f  t h e  impor tance  t h e  
management o f  a u d i t e d  agenc ies  p l a c e  o f  i m p o r t a n c e  o f  good i n t e r n a l  
c o n t r o l  and hence e f f e c t i v e  f i n a n c i a l  management o f  pub l  i c  f unds .  

O t h e r  Honduran f i n a n c i  a1 rnanagement/contro l  agenc ies  a r e  t h e  S e c r e t a r i a t  
o f  P l a n n i n g  C o o r d i n a t i o n  and Budge t i ng  , t h e  Genera l  T reasu ry  o f  t h e  Republ i c, 
General  A c c o ~ ~ n t i n g  O f f i c e  o f  t h e  Republ i c ,  Genera l  Supp ly  O f f i c e  o f  t h e  Repub l i c ,  
D i r e c t o r a t e  o f  P u b l i c  C r e d i t ,  N a t i o n a l  Computer Center ,  A t t o r n e y  Genera l ' s  
O f f i c e ,  and t h e  Genera l  D i  r e c t o r a . t e  o f  M u n i c i p a l  A d v i c e  and T e c h n i c a l  Ass i s tance .  



0 . 1  KEY FINDINGS 

Overa l l ,  t h e  p r o j e c t  f u l l y  generated t h e  ou tpu ts  and achieved t he  
purpose as env is ioned  by t h e  g ran t  agreement even though implementat ion 
o f  some i tems i s  behind schedule due t o  t h e  l a t e  s t a r t  o f  t h e  long- te rm 
t e c h n i c a l  ass is tance  c o n t r a c t .  The performance thus f a r  o f  t h e  long-  
te rm t e c h n i c a l  ass is tance  team has been ou t s tand ing  as measured by t he  
qua1 i t y  and q u a n t i t y  o f  documents (norms, guides, standards) produced 
and t h e  e f f e c t i v e  t r a i n i n g  courses conducted as measured by t h e  s tudent ,  
management, and c l i e n t  comments r ega rd i ng  t h e  t r a i n i n g .  The 
accomplishments o f  t h e  long- te rm t e c h n i c a l  ass is tance  team a r e  a l l  t h e  
more remarkable i f  one takes i n t o  c o n s i d e r a t i o n  t h a t  t he  c h i e f  o f  p a r t y  
as o f  September 1990 was i n  Honduras f o r  o n l y  f i f t e e n  months and t h e  
t r a i n i n g  c o n s u l t a n t  f o r  n i n e  months. M i ss i on  mon i t o r i ng  and d i r e c t i o n  
c o n t r i b u t e d  t o  t he  p r o j e c t  success as d i d  t h e  personal  and p ro fess i ona l  
i n t e r e s t  by t h e  C o n t r o l l e r  and S u b - c o n t r o l l e r  which has n o t  been matched 
t o  da te  by an monetary inc rease  o f  suppor t  by t h e  Honduran government. 
Fu tu re  i n t e r e s t  and suppor t  o f  t h e  Honduran government w i l l  be 
demonstrated by t h e  passage o f  changes t o  t h e  law t o  enable t h e  CGR t o  
operate  more e f f e c t i v e l y  and an i nc rease  i n  t h e  CGR budget a l l o c a t i o n s  
and/or approval  o f  a  system t o  enable t h e  CGR t o  be s e l f  f i n a n c i n g .  

The o v e r a l l  implementat. ion c o n s t r a i n t  f o r  t h e  p r o j e c t  was t h e  
delayed s t a r t  o f  t h e  long- te rm t e c h n i c a l  ass is tance  which postponed t he  
f i n i s h i n g  o f  some ou tpu t s  and hence t h e  p r o j e c t  ass is tance  comple t ion  
da te  u n t i  1  December 1990. 

S p e c i f i c  key f i n d i n g s  a re  keyed t o  t he  f o u r  i npu t / ou tpu t  p a i r s  and 
a r e  presented be1 ow: 

0-A.2 .1  Object ives and p lans  f o r  Reform 

The o b j e c t i v e s  and p l ans  f o r  r e f o r m  o f  t h e  CGR have been made. 
The documents necessary f o r  r e f o r m  i n c l u d i n g  an o r g a n i z a t i o n  c h a r t ,  
po l  i c y l f u n c t i o n  statement, and personnel  c l a s s i f i c a t i o n  must be f o r m a l l y  
accepted by t h e  CGR. The apparent  l a t e  complet ion o f  these documents i s  
due t o  t h e  f a c t  t h a t  even though t h e  p r o j e c t  was signed i n  August 1988 
t h e  f i r s t  l ong- te rm p r o j e c t  ass i s t ance  d i d  n o t  a r r i v e  u n t i l  J u l y  1989. 
Implementat ion i s  proceeding smoothly and no c o n s t r a i n t s  were found i n  
implement ing t h i s  p r o j e c t  element. 

0-A.2.2 Roles and R e s p o n s i b i l i t i e s  o f  t h e  CGR 

One course was g i ven  t o  i n t e r n a l  a u d i t o r s  o f  o t h e r  p u b l i c  
agencies, seven seminars were p a r t i c i p a t e d  i n ,  and d r a f t  changes i n  t he  
law were completed under t h i s  p r o j e c t  element. Although t h e  i n p u t  f o r  
t h i s  element o f  t h e  p r o j e c t  rep resen ted  o n l y  one percent  o f  p r o j e c t  
funds, t h e  changes i n  t h e  law i s  t h e  most impor tan t  ou tpu t  a f t e r  a u d i t o r  
t r a i n i n g .  Implementat ion c o n s t r a i n t s  t o  t h e  change o f  law r e g u l a t i n g  
t h e  CGR a r e  n o t  known a t  t h e  p resen t  t ime  s i n c e  t h e  changes haven't been 
f o r m a l l y  presented t o  t h e  Honduran Congress. 



B-A. 2.3 CGR Adopts General l y  Accepted Audit i ng Standards 

Under t he  t h i r d  output ,  t h e  Department o f  Aud i t  Planning, 
Organ iza t ion ,  and Systems was formed and t he  Genera l l y  Accepted Aud i t i ng  
Standards o f  Honduras were completed and a re  be ing reviewed by a  pub1 i c  
accoun t ing  f i r m .  A d d i t i o n a l l y  60% of  t h e  a u d i t i n g  manual i s  completed 
and i s  i n  r e v i s i o n  w i t h  t h e  balance t o  be completed be fo re  t h e  end o f  
1990. A1 though t h e  submission t o  t h e  GAGAS o f  Honduras and t h e  Aud i t  
Manual a r e  behind t h e  schedule o r i g i n a l l y  i n  t h e  g ran t  agreement, bo th  
should  be issued be fo re  t he  long- te rm techn i ca l  ass is tance  ends a t  the  
end o f  1990. Again, t h e  l a t e r  than  expected t e r m i n a t i o n  o f  t h e  p r o j e c t  
ou tpu t s  i s  due t o  t he  l a t e  s t a r t  o f  t h e  long- te rm techn i ca l  ass is tance .  
No o t h e r  implementat ion problems were encountered. 

B-A.2.4 Training o f  CGR Auditors 

A t o t a l  o f  3,432 hours o f  t r a i n i n g  was p rov ided  amounting t o  604 
hours f o r  each o f  t h e  CGR a u d i t o r s .  A t h i r t y - f i v e - h o u r  course on 
t r a i n i n g  was g iven  t o  se l ec ted  s tuden ts  t o  t r a i n  CGR personnel i n  
t r a i n i n g  methods. Th is  ou tpu t  was i nc l uded  i n  t h e  p r o j e c t  t o  assess t h e  
number-one problem o f  t h e  CGR, which was l a c k  o f  t r a i n e d  s t a f f .  
P o s i t i v e  feedback was rece ived  f rom a l l  who had con tac t  w i t h  t h e  
t r a i nees ,  namely students,  management o f  CGR, and CGR c l i e n t s .  I t  would 
be almost imposs ib le  t o  improve on t h e  q u a l i t y  and q u a n t i t y  o f  t r a i n i n g  
g i ven  w i t h  t h e  modest resources p rov ided  under t h e  p r o j e c t .  An 
unplanned ou tpu t  o f  t he  p r o j e c t  was t h e  f o rma t i on  and ope ra t i on  o f  a  
t r a i n i n g  cen te r  which has a l r eady  conducted one course. No r e a l  
implementat ion problems e x i s t e d  w i t h  t h i s  element o f  t h e  p r o j e c t .  



8.2 Conclusions and Recommendations 

As i n  t h e  case o f  f i n d i n g s  i n  t h e  p rev ious  sec t ion ,  t h e  
conc lus ions  and recommendations a re  keyed t o  t h e  f o u r  i n p u t /  ou tpu t  
p a i r s  i n  t h e  p r o j e c t .  

1.1 A I D  should  f o l l o w  up on t h e  formal acceptance and use o f  t h e  
Personnel C l a s s i f i c a t i o n  Manual . 

Whi le  t h e  ou tpu ts  produced by t he  p r o j e c t  achieved what was 
a n t i c i p a t e d  by t h e  p r o j e c t  f o r  t h i s  element, t h e  Personnel 
C l a s s i f i c a t i o n  Manual has n o t  been f o r m a l l y  accepted by t h e  CGR. Wi th  
t h e  manual and computer ized a d m i n i s t r a t i v e  systems i n  p lace,  t h e  CGR 
should  be a t  a  l e v e l  where i t  needs no f u r t h e r  ass is tance  f o r  
modern izat ion i n  t h i s  area. 

1.2 CGR should  reorgan ize  i t s  a u d i t  departments w i t h  an 
approximate equal number o f  a u d i t o r s  i n  each department. 

P resen t l y ,  t h e  CGR o r g a n i z a t i o n  has f o u r  a u d i t  departments, 
Mun ic ipa l  E n t i t i e s ,  Cen t ra l  Government, Government Establ ishments,  and 
J u d i c i a l  w i t h  w ide l y  d i f f e r e n t  workloads and numbers o f  a u d i t o r s  i n  each 
department. To improve s u p e r v i s i o n  and c o n t r o l  t h e  CGR should  
reorgan ize  t he  departments w i t h  s i m i l a r  numbers o f  a u d i t o r s  i n  each 
department. 

1.3 CGR should  complete s t a f f i n g  o f  t h e  Department o f  A u d i t  
Planning, Organ iza t ion ,  and Systems (DAPOS), and t h e  Government Aud i t o r s  
Pro fess iona l  T r a i  n i  ng Center  (CEFAG) . 

Whi le bo th  DAPOS and CEFAG a re  s t a f f e d  and f u n c t i o n i n g  a t  t h e  
present  t ime,  p a r t  o f  t h e  s t a f f i n g  c o n s i s t s  o f  personnel p rov ided  under 
t he  P r i c e  Waterhouse t e c h n i c a l  ass is tance  c o n t r a c t  who are scheduled t o  
leave  a t  t h e  end o f  1990. S t a f f i n g  i n  accordance w i t h  t he  Personnel 
C l  ass i  f i c a t i  on Manual would ensure c o n t i  nued o p e r a t i  on and c o n t i n u i t y  o f  
se r v i ces  f rom t h e  departments a f t e r  t he  end o f  AID f inanced  t e c h n i c a l  
ass i  stance. 

2.1 AID should  f o l l o w  up on and mo t i va te  and a s s i s t  t h e  CGR t o  
have t h e  proposed changes i n  t h e  law r e g u l a t i n g  t h e  CGR be made i n t o  
law. 

Whi le  t h e  p r o j e c t  generated a l l  bu t  a  few minor  outputs ,  permanent 
change f o r  t h e  CGR w i l l  o n l y  be guaranteed by changes i n  t h e  Honduran 
law govern ing t h e  CGR. Any suppor t ,  p o l i t i c a l  o r  otherwise, t h a t  A I D  
can g i v e  t o  t h e  passage o f  t h e  proposed changes o f  t h e  law i n t o  law w i l l  
he l p  t o  ensure t h a t  t h e  l o n g  te rm achievement o f  t h e  p r o j e c t  purpose i s  
mainta ined.  



2.2 AID should  fund a d d i t i o n a l  courses/seminars f o r  o t h e r  Honduran 
government f i n a n c e l a c c o u n t i n g  o f f i c i a l s .  

T h i s  second ou tpu t  o f  t h e  p r o j e c t  was achieved w i t h  t h e  seminars 
g i v e n  and d r a f t  changes i n  t h e  law. However, as t h e  CGR now r e p r e s e n t s  
an i n s t i t u t i o n  w i t h  h i g h e r  s tandards i t s e l f ,  1991 would be t h e  opportune 
t i m e  t o  use t h e  momentum ga ined by t h e  CGR upgrade t o  improve 
admi n i  s t r a t i o n l a c c o u n t i  n g l i n t e r n a l  c o n t r o l  o f  a u d i t e d  agencies.  CGR i s  
now able,  w i t h  o u t s i d e  s u p e r v i s i o n ,  t o  do i n - d e p t h  i n t e r n a l  c o n t r o l  
rev iews on t h e  e n t i t i e s  t h a t  i s  has a  l e g a l  r i g h t  t o  a u d i t .  CGR a u d i t s  
c o u l d  be r e i n f o r c e d  by t r a i n i n g  courses/seminars o f  t h e  a u d i t e d  e n t i t i e s  
i n t e r n a l  c o n t r o l  s t a f f  and t h e i r  o f f i c e r s  i n c l u d i n g  mayors o f  m u n i c i p a l  
u n i t s .  Furthermore, s i n c e  t h e  CGR appo in ts  t h e  head i n t e r n a l  a u d i t o r s  
f o r  t h e  approx imate ly  25 semi-governmental agencies (many o f  which a re  
t h e  1  a r g e r  Honduran e n t i  t i e s )  these appointees should  be c a r e f u l  l y  
reviewed and g i  ven courses/semi na rs  i f necessary. 

3.1 AID should f o l l o w  up on t h e  acceptance and use o f  t h e  
General l y  Accepted A u d i t i n g  Standards o f  Honduras and A u d i t i n g  Manual . 

Although t h e  GAGAS o f  Honduras have been completed, and a r e  be ing  
used and a r e  i n  rev iew by a  Honduran p u b l i c  accoun t ing  f i r m ,  they  
haven't been f o r m a l l y  accepted by t h e  CGR. The A u d i t i n g  Manual i s  
approx imate ly  60% complete a r ~ d  w i l l  be complete by t h e  end o f  1991. To 
i n s u r e  permanent change and use o f  t h e  m a t e r i a l s ,  CGR should f o r m a l l y  
accept t h e  d r a f t  GAGAS o f  Honduras and A u d i t i n g  Manual w i t h  a p p r o p r i a t e  
changes as soon as p o s s i b l e .  

3.2 AID should p r o v i d e  f u n d i n g  f o r  t h e  c o n t i n u a t i o n  o f  q u a l i t y -  
c o n t r o l  a c t i v i t i e s  a f t e r  t h e  l o n g - t e r m  t e c h n i c a l  ass is tance  c o n t r a c t  has 
ended. 

P resen t l y ,  t h e  c h i e f  o f  p a r t y  under t h e  long- te rm t e c h n i c a l  
ass is tance  c o n t r a c t  i s  p e r f o r m i n g  q u a l i t y - c o n t r o l  a c t i v i t i e s  f o r  t h e  new 
s t y l e  a u d i t  r e p o r t s .  

3.3 CGR should  p repare  and implement a  formal  method o f  f o l l o w  up 
f o r  a u d i t  f i n d i  ngs/recommendat i ons. 

O f  t h e  two p u b l i c  i n s t i t u t i o n s  v i s i t e d  f o r  which t h e  new s t y l e  
a u d i t s  were performed, i n  one case t h e  d i r e c t o r  h i m s e l f  was go ing  t o  
f o l l o w  up on a u d i t  recommendations and i n  t h e  o t h e r  case t h e  p r e s i d e n t  
was going t o  appo in t  a  commission f o r  f ind ing l recommendat ion f o l  low up. 
The CGR i s  c o n s i d e r i n g  a  f o l l o w - u p  system whereby t h e  i n t e r n a l  a u d i t o r  
o f  r e s p e c t i v e  agencies w i l l  f o l l o w  up and r e p o r t  r e s u l t s  t o  t h e  CGR. 
However, a  formal system i s  not  p r e s e n t l y  i n  p l a c e  and one shou ld  be 
implemented as soon as p o s s i b l e .  



4.1 AID should p rov ide  fund ing  f o r  f u r t h e r  t r a i n i n g  o f  CGR 
a u d i t o r s .  

A1 though ex tens ive  bas ic  account ing/audi t  t r a i n i n g  has been 
p rov ided  t o  a l l  CGR aud i t o r s  and has been a  complete success (as 
measured by qua1 i t y  o f  a u d i t  r e p o r t s  produced and student,  management 
and c l  i e n t  comments), a d d i t i o n a l  t r a i n i n g  courses/seminars i n  areas such 
as computer aud i t i ng ,  human re1 a t i ons ,  t echn i ca l  w r i t i n g ,  and r e p o r t  
p repa ra t i on  would be very  use fu l  i n  sharpening and p e r f e c t i n g  t h e  s k i l l s  
a1 ready 1  earned. 

4.2 AID should p rov ide  fund ing  f o r  supe rv i s i on  f o r  1991 f o r  CGR 
Aud i t o r s .  

To ensure t h a t  t h e  theory  and p r a c t i c e  p r i n c i p a l s  t h a t  t h e  
a u d i t o r s  have learned  are p u t  i n t o  p rac t i ce ,  AID should p rov ide  funds t o  
t h e  CGR t o  c o n t r a c t  pub1 i c  account ing f i r m s  t o  superv ise newly t r a i n e d  
a u d i t  teams i n  1991. Superv is ion w i l l  be necessary f o r  t h e  teams u n t i l  
they  have completed a  number o f  a u d i t s  i n  p r a c t i c e  and are sure o f  
t hemsel ves . 

4.3 I n  t h e  l ong  term, AID should cons ider  fund ing  t h e  ex tens ion  o f  
t h e  GAGAS o f  Honduras t o  i nc l ude  performance a u d i t i n g  i f  t h e  CGR can 
inc rease  i t s  budget resources a t  i t s  d isposa l  through an inc rease  i n  
budget a l l o tmen t  o r  by charg ing i t s  c l i e n t s  f o r  se rv ices .  

A t  o f  t h e  end o f  t h e  p r o j e c t ,  t h e  competence o f  t h e  CGR a u d i t o r s  
has been r a i s e d  from a  l e v e l  where they  were ab le  t o  conduct o l d  s t y l e  
account a u d i t s  t o  a  l e v e l ,  w i t h  a d d i t i o n a l  supe rv i s i on  and q u a l i t y  
c o n t r o l  i n  1991, where i t  can per fo rm modern s t y l e  f i n a n c i a l  a u d i t s ,  
bo th  f i n a n c i a l  statement a u d i t s  and f i n a n c i a l  r e l a t e d  aud i t s .  Wi th  t h e  
personnel t h a t  t h e  CGR has (approx imate ly  230) and i t s  assigned a u d i t  
workload (approx imate ly  1300 e n t i  t i e s ) ,  t h e  CGR can o n l y  a u d i t  15 t o  20 
percen t  o f  t h e  e n t i t i e s  i t  i s  r espons ib l e  f o r  a u d i t i n g  w i t h  i t s  l i m i t e d  
resources. I n t r oduc ing  performance a u d i t i n g  t o  t h e  CGR a t  t h i s  t ime 
would over tax i t s  l i m i t e d  resources. When t h e  CGR can increase i t s  
budget, e i t h e r  by an increase i n  i t s  budget a1 lo tment  o r  one o f  t h e  two 
methods now be ing  s tud ied  (charg ing t he  aud i ted  e n t i t i e s  f o r  t h e  a u d i t s  
performed i n c l u d i n g  a  percentage budget se t  as ide  from t h e  aud i ted  
e n t i t y  t o  the  CGR o r  charg ing f o r  ac tua l  se rv ices  performed) then AID 
should p rov ide  funds f o r  a  performance a u d i t  implementat ion p r o j e c t .  
Extending t he  a u t h o r i t y  o f  t h e  CGR t o  conduct performance a u d i t s  would 
a l s o  r e q u i r e  p o l i t i c a l  support  f rom t h e  aud i ted  e n t i t i e s .  I t  i s  
expected t h a t  support  w i l l  be for thcoming as t h e  aud i t ed  e n t i  t i e s  
d i scove r  t h e  increased usefu lness/va lue o f  t h e  new s t y l e  a u d i t  r e p o r t s - -  
e s p e c i a l l y  t h e  expanded i n t e r n a l  c o n t r o l  sec t ion .  



8.3  SUSTAINABILITY OF THE PROJECT EFFORT 

The rev iew at tempted t o  a s c e r t a i n  whether t h e  CGR has t h e  
f i n a n c i a l ,  t e c h n i c a l ,  managerial a b i l i t y  and t h e  i n t e r e s t  and w i l l  t o  
s u s t a i n  t h e  use o f  modern a u d i t  methods and t r a i n  new s t a f f  i n  t h e i r  use 
a f t e r  AID'S ass is tance  ends. F i r s t  o f  a l l ,  v i r t u a l l y  t he  e n t i r e  a u d i t  
s t a f f  o f  t h e  CGR's 140 a u d i t o r s  were g i v e n  an ex tens i ve  four -month 
course on account ing,  government account ing,  and government f i nanci  a1 
a u d i t i n g .  Taking i n t o  cons ide ra t i on  t h e  d i f f i c u l t  s i t u a t i o n  i n  Honduras 
and t h e  r e s u l t i n g  low t u rnove r  a t  t h e  CGR, these t r a i n e d  a u d i t o r s  should  
be w i t h  t h e  CGR f o r  many years .  It would be ve ry  u n l i k e l y  f o r  t h e  new 
C o n t r o l l e r  t o  be a b l e  t o  u n t r a i n  t h e  140 t r a i n e d  a u d i t o r s .  Furthermore, 
t h e  C o n t r o l l e r  and S u b - c o n t r o l l e r  a re  expected t o  be w i t h  t h e  CGR f o r  
t h e  1.25 years  remain ing on t h e i r  f i v e - y e a r  terms and w i l l  c on t i nue  t o  
i n s t i t u t i o n a l i z e  t h e  new a u d i t  techn iques / repor ts  u n t i l  January 1992. 

Since t h e  C o n t r o l l e r  and Sub-con t ro l  l e r  a re  po l  i t i c a l  appoin tees 
w i t h  f i v e - y e a r  terms, t h e i r  rep1 acement po l  i t i c a l  appointees w i l l  
de termine t h e  f u t u r e  long- te rm i n t e r e s t  i n  t he  p r o j e c t  purpose and goa l .  
C e r t a i n l y  p o s i t i v e  feedback and suppor t  f rom a u d i t e d  e n t i t i e s  such as 
t h a t  r ece i ved  f rom INFOP and INJUPEMP, as descr ibed  i n  a  p rev ious  
sec t i on ,  encourage t h e  1992 appoin ted C o n t r o l l e r  and S u b - c o n t r o l l e r  t o  
con t i nue  w i t h  t he  new a u d i t  techniques.  

The CGR budget f o r  t h e  years  1985 through 1990 has been presented 
below w i t h  t h e  p r o j e c t e d  1991 budget. 

CGR Year ly  Budqet i n  Lempiras 

Budget Amount 
Year ( m i l l i o n s  o f  Lempiras) 

1985 3.6 
1986 3.8 
1987 3.7 
1988 3.8 
1989 3.8 
1990 3.8 
1991 (p ro j ec ted )  4.0 

As can be seen, t he  CGR's budget has been s tagnan t  ( d e c l i n i n g  i n  
r e a l  terms) f o r  t h e  pas t  s i x  years.  Due t o  t h e  a u s t e r i t y  program by t h e  
government o f  Honduras, i t  i s  un l  i k e l y  t h a t  t h e  CGR w i l l  r e ce i ve  any 
a d d i t i o n a l  fund ing  f o r  1991. However as r e p o r t e d  t o  t h e  eva lua to r  by 
severa l  a u d i t  managers, t h e  e f f i c i e n c y  o f  t h e  newly t r a i n e d  a u d i t o r s  i s  
much improved as compared t o  t h a t  be fo re  t h e  t r a i n i n g .  Therefore,  
s i g n i f i c a n t  p r o d u c t i v i t y  ga ins  should be r e a l  i z e d  as managers don ' t  
c o n t i n u a l l y  have t o  exp la i n  t h e  a u d i t  program, workpaper con ten t ,  e t c .  
t o  t h e  s t a f f  a u d i t o r s .  A d d i t i o n a l l y ,  i f  t h e  proposed changes i n  t h e  law 
govern ing CGR opera t ions  take  p lace  i n  1992, a d d i t i o n a l  e f f i c i e n c i e s  
w i l l  be a f f e c t e d  i n  t h e  f u n c t i o n i n g  o f  t h e  C o n t r o l o r i a  by e l i m i n a t i n g  



c e r t a i n  time-consuming, l e g a l  l y  d i c t a t e d  processes -- the reby  f u r t h e r  
b o o s t i n g  CGR p r o d u c t i v i t y .  Hence, even w i t h  no a d d i t i o n a l  resources f o r  
1991, a d d i t i o n a l  a u d i t  s e r v i c e s  shou ld  be p rov ided  th rough  improved 
p r o d u c t i v i t y  and t h e  CGR shou ld  be a b l e  t o  c o n t i n u e  t o  have resources t o  
c o n t i n u e  w i t h  new s t y l e  a u d i t s  and t r a i n i n g  o f  s t a f f  on t h e  same s c a l e  
as 1990. 

The weakness o f  s u s t a i n a b i l i t y  o f  t h e  p r o j e c t  t h a t  p r e s e n t l y  
e x i s t s  i s  the  medium-term l a c k  o f  s u p e r v i s i o n  f o r  newly t r a i n e d  
a u d i t o r s .  The new a u d i t  methodology has r e c e n t l y  been i n t r o d u c e d  and 
f u l l y  ha1 f o f  t h e  a u d i t o r s  w i  11 g radua te  f rom t h e  l a s t  two a u d i t  courses 
i n  t h e  f o u r t h  q u a r t e r  o f  1990. S ince  t h e  newly t r a i n e d  a u d i t o r s  w i l l  
need e x t r a  s u p e r v i s i o n  d u r i n g  t h e i r  f i r s t  severa l  a u d i t s ,  t h e  CGR may be 
t a x e d  t o  superv ise such a  l a r g e  number o f  newly t r a i n e d  a u d i t o r  i n  new 
techn iques a l l  a t  once. 

Regarding t r a i n i n g ,  t h e  CGR has s e t  up a  c e n t e r  f o r  t h e  t r a i n i n g  
f o r  government a u d i t o r s .  I t  c o n s i s t s  o f  two c lassrooms and an o f f i c e  
and i s  s t a f f e d  w i t h  two persons.  A f t e r  p r o j e c t  complet ion,  i t  i n t e n d s  
t o  conduct ongoing seminars on t o p i c s  such as human r e l a t i o n s  and r e p o r t  
w r i t i n g .  It a l s o  i n t e n d s  t o  g i v e  t h e  t h r e e  b a s i c  a c c o u n t i n g / a u d i t i n g  
courses t o  new employees. Wi th  t h e  low l e v e l  o f  f u n d i n g  needed t o  keep 
t h e  c e n t e r  open a f t e r  t h e  p r o j e c t  ends i t  should  be a b l e  t o  c o n t i n u e  
w i t h o u t  f u r t h e r  A I D  suppor t .  



B.4 RELATION TO THE CORRUPTION/ACCOUNTABILITY PROJECT 

The c o r r u p t i o n  a c c o u n t a b i l i t y  concept  paper e n v i s i o n s  s e l e c t i n g  
two c o u n t r i e s ,  Panama and ano ther  t o  demonst ra te  p i l o t  p r o j e c t s  t o  
deve lop and r e f i n e  i t s  s t r a t e g y .  The paper  s t a t e d  t h a t  LACIRFMID i s  
c u r r e n t l y  a s s i s t i n g  t h e  C o n t r o l l e r  General  o f  Panama i n  i t s  
r e s t r u c t u r i n g  and modern iza t ion  o f  i t s  f i  nanci  a1 management system and 
creat ion  o f  a  new o f f i c e  t o  t h e  A u d i t o r  General .  As r e p o r t e d  i n  t h i s  
r e v i e w  Honduras i s  comp le t ing  a  two-year  p r o j e c t  t o  upgrade i t s  e x i s t i n g  
C o n t r o l  1  e r  General . A1 though t h e  upgrad ing  o f  t h e  Con t ro l  1  e r  General o f  
t h e  Republ ic  can be viewed as a  s u c c e s s f u l  p r o j e c t  i n  i t s e l f ,  
compl ementary p r o j e c t s  undertaken i n  t h e  publ  i c  f i nanc i  a1 management 
s e c t o r  would i n c r e a s e  i t s  e f f e c t i v e n e s s  i n  a c h i e v i n g  t h e  p r o j e c t  goal  o f  
b e t t e r  management o f  Honduran p u b l i c  s e c t o r  funds.  Honduras has a  
number o f  p u b l i c  s e c t o r  agencies wh ich  p a r t i c i p a t e  i n  t h e  f u n c t i o n i n g  o f  
t h e  p u b l i c  s e c t o r  f i n a n c i a l  management i n c l u d i n g  t h e  f o l l o w i n g :  

o S e c r e t a r i a t  o f  Planning,  C o o r d i n a t i o n  and Budget ing 
o General D i r e c t o r a t e  o f  Budget 
0 General Treasury o f  t h e  R e p u b l i c  
o General Account ing O f f i c e  o f  t h e  Republ i c  
o General Supply O f f i c e  o f  t h e  Repub l i c  
o D i r e c t o r a t e  o f  Pub1 i c  C r e d i t  
o N a t i o n a l  Computer Center 
0 At to rney  General 's O f f  i c e  
0 General D i r e c t o r a t e  o f  M u n i c i p a l  Advice and Technica l  Ass is tance  

A l l  o f  these  i n s t i t u t i o n s  have been rev iewed i n  t h e  P r i c e  
Waterhouse 1987 d i a g n o s t i c  survey e n t i t l e d  "Summary Report  on t h e  
Present  S i t u a t i o n  on t h e  O f f i c e  o f  t h e  C o n t r o l l e r  General o f  t h e  
Repub l i c  o f  Honduras" and found t o  have v a r i o u s  i n s t i t u t i o n a l  
weaknesses. P r i n c i p a l  among t h e  d e f i c i e n c i e s  were t h e  l a c k  of 
d e t a i  l / d e f i n i  t i  on i n  t h e  Honduran l a w  a u t h o r i z i n g  t h e  e n t i t y  and 
u n t r a i n e d  s t a f f .  

S ince t h e  proposed p r o j e c t  i s  a  p i  l o t  p r o j e c t ,  i t  i s  e n v i s i o n e d  
t h a t  LAC/RFMP w i l l  want t o  focus some p r o j e c t s  i n  areas o t h e r  t h a n  t h e  
C o n t r o l  1  e r  General o p e r a t i o n s  and m o d e r n i z a t i o n  o f  pub l  i c  f i n a n c i a l  
management systems a l r e a d y  i n  p rogress .  Honduras would be a  good 
cand ida te  t o  p a r t i c i p a t e  i n  t h e  p i l o t  program because i t  has f u n c t i o n i n g  
agencies i n  o t h e r  p u b l i c  f i n a n c i a l  management areas, as l i s t e d  above, 
which cou ld  be 1) upgraded r a p i d l y ,  i .e., t h e  e f f e c t s  c o u l d  be seen 
r a p i d l y ,  and 2) would r e i n f o r c e  t h e  c o r r u p t i o n / a c c o u n t a b i  1  i t y  a c t i v i t i e s  
a l r e a d y  undertaken as represented by t h e  Ass is tance  t o  t h e  C o n t r o l l e r  
General o f  t h e  Repub l i c  P r o j e c t .  



SECTION C:  LESSONS LEARNED 

The lessons l e a r n e d  from t h e  p r o j e c t  a r e  as f o l l o w s :  

1) That t h e  CGR c o u l d  be upgraded t o  pe r fo rm modern s t y l e  a u d i t s  
w i t h  modest amounts o f  t e c h n i c a l  a s s i s t a n c e  and t h e  suppor t  o f  a  
r e c e p t i v e  management. 

The upgrad ing o f  t h e  CGR was accompl ished w i t h  approx imate ly  33 
person-months o f  t e c h n i c a l  a s s i s t a n c e  and e n t h u s i a s t i c  CGR management 
invo lvement  i n  t h e  p r o j e c t .  

2)  I t  appears t h a t  a u d i t o r  t r a i n i n g  w i l l  r e s u l t  i n  a  measurable 
i n c r e a s e  i n  t h e  p r o d u c t i v i t y  o f  t h e  CGR a u d i t o r s  so t h a t  t h e  CGR can 
p r o v i d e  more a u d i t  s e r v i c e s  as w e l l  as a  h i g h e r  q u a l i t y  o f  s e r v i c e  as a  
r e s u l t  o f  t h e  g r a n t .  

Comments f rom b o t h  t h e  a u d i t o r s  themselves and t h e  managers o f  
a u d i t e d  e n t i t i e s  no ted  an inc rease  i n  speed w i t h  which t h e  l a t e s t  a u d i t s  
were done. Reasons f o r  t h e  i n c r e a s e  i n  p r o d u c t i v i t y  i n c l u d e  b e t t e r  
a u d i t  p l a n n i n g  , s tandard ized  workpapers, and t h e  use o f  a u d i t  samples 
r a t h e r  than  t h e  r e v i e w  o f  a l l  documents1 t r a n s a c t i o n s .  Even a  r e a l i s t i c  
i n c r e a s e  i n  p r o d u c t i v i t y  o f  10 t o  20 p e r c e n t  would enable  t h e  CGR a u d i t  
s t a f f  o f  151 t o  conduct s i g n i f i c a n t l y  more a u d i t s .  

3)  I n i t i a l  t r a i n i n g  a c t i v i t i e s  must be f o l l o w e d  up w i t h  inc reased  
s u p e r v i s i o n  and qua l  i t y  c o n t r o l  a c t i v i t i e s  t o  r e i n f o r c e  m a t e r i a l  1  earned 
i n  t h e  t r a i n i n g  courses.  

From t h e  e a r l y  graduates f rom t h e  Government F i n a n c i a l  A u d i t i n g  
courses i t  was l e a r n e d  t h a t  t o  f u l l y  s o l i d i f y  and p u t  i n t o  p r a c t i c e  t h e  
new s t y l e  a u d i t  techn iques,  t h a t  i ncreased s u p e r v i s i o n  and qual  i t y  
c o n t r o l  s e r v i c e s  were necessary. 



S E C T I O N  D: METHODOLOGY 

The methodology i n  c a r r y i n g  o u t  t h e  rev iew c o n s i s t e d  o f  r e v i e w i n g  
t h e  e x t e n s i v e  documentat ion,  i n t e r v i e w i n g  management and a u d i t o r s  o f  t h e  
CGR, USAID/Tegucigal pa s t a f f ,  l o n g - t e r m  t e c h n i c a l  a s s i s t a n c e  s t a f f ,  and 
management on which new s t y l e  a u d i t s  were performed. 

The s p e c i f i c  methodolog ies  f o r  s p e c i f i c  s e c t i o n s  o f  t h e  r e p o r t  a r e  
1  i s t e d  below: 

A . 1  P r o j e c t  O b j e c t i v e s  

1. R e v i e w A I D f i l e s  
2. Read Grant  Agreement 
3.  Review P r i c e  Waterhouse d i a g n o s t i c  survey o f  CGR dated 

May 7, 1987 

A.2 The Transformat ion o f  I n p u t s  t o  Outputs  

A.2.1 O b j e c t i v e s  and P lans f o r  Reform Developed f o r  CGR 

1. Review CGR O r g a n i z a t i o n  Char t  
2. Read CGR Pol i c y / F u n c t i o n  Statement 
3. Review c o n t r a c t s  f o r  programming o f  CGR computer systems 
4. Review Personnel C l a s s i f i c a t i o n  Manual 
5. Discuss imp lementa t ion  schedule  f o r  fo rmal  acceptance and 

use o f  O r g a n i z a t i o n  Char t ,  Pol i c y / F u n c t i o n  Statement, and 
Personnel C l a s s i f i c a t i o n  Manual w i t h  Sub-cont ro l  1  e r  

6. Review s t a f f i n g  o f  CGR w i t h  t h e  CGR Manager o f  
A d m i n i s t r a t i o n  

7. Discuss imp lementa t ion  o f  computer systems w i t h  c h i e f  o f  
da ta  p r o c e s s i n g  

A.2.2 Roles and Responsi b i  1  i t i e s  o f  CGR 

1. Review documentat ion concern ing  course g i v e n  t o  i n t e r n a l  
a u d i t o r s  

2. I n t e r v i e w  s i x  CGR a u d i t o r s  who a r e  p e r f o r m i n g  new s t y l e  
a u d i t s  a t  government e n t i t i e s  

3 .  Review d r a f t  changes i n  t h e  law  govern ing  t h e  CGR 
4. Discuss d r a f t  changes i n  t h e  law w i t h  t h e  C o n t r o l l e r  and 

P r i c e  Waterhouse c h i e f  o f  p a r t y  
5. Review documentat ion on seven accoun t ing  seminars 

p a r t i c i p a t e d  i n  by t h e  P r i c e  Waterhouse c h i e f  o f  p a r t y  



A.2.3 CGR Adopts G e n e r a l l y  Accepted A u d i t i n g  Standards  

1. Review d r a f t  G e n e r a l l y  Accepted Government A u d i t i n g  
Standards  o f  Honduras 

2. Review s e c t i o n s  o f  D r a f t  A u d i t i n g  Manual comple ted 
3.  Review GAO Government A c c o u n t i n g  Standards  
4. Review A u d i t i n g  Standards  o f  t h e  I n t e r n a t i o n a l  

O r g a n i z a t i o n  o f  A u d i t i n g  I n s t i t u t i o n s  
5. I n t e r v i e w  s i x  CGR a u d i t o r s  r e g a r d i n g  knowledge and use o f  

GAGAS o f  Honduras 
6. D i scuss  o f f i c i a l  a p p r o v a l  and use o f  GAGAS o f  Honduras 

and t h e  A u d i t  Manual w i t h  S u b - c o n t r o l l e r ,  DAPOS c h i e f  
and P r i c e  Waterhouse c h i e f  o f  p a r t y  

7 .  D iscuss  a u d i t  p l a n n i n g  w i t h  DAPOS c h i e f  
8. D iscuss  a u d i t  f i  nd ings / recommendat ion  f o l  low up w i t h  

management o f  two a u d i t e d  e n t i t i e s  and S u b - c o n t r o l l e r ,  
and P r i c e  Waterhouse c h i e f  o f  p a r t y  

A.2.4 T r a i n i n g  o f  CGR A u d i t o r s  

Review t r a i n i n g  r e c o r d s  f o r  20 cou rses  g i v e n  and i n  
p r o g r e s s  
M o n i t o r  two t r a i n i n g  c o u r s e s  i n  p r o g r e s s  
Review and d i s c u s s  t r a i n i n g  m a t e r i a l s ,  o b j e c t i v e s ,  f o r m a t  
w i t h  P r i c e  Waterhouse t r a i n i n g  c o n s u l t a n t  
I n t e r v i e w  s i x  CGR a u d i t o r s  who have comple ted t r a i n i n g  
cou rses  o f  t h e  e f f e c t s / u s e f u l n e s s  o f  t r a i n i n g  cou rses  
Review s t u d e n t  e v a l u a t i o n s  o f  cou rses  
D iscuss  t r a i n i n g  w i t h  C o n t r o l l e r ,  S u b - c o n t r o l l e r ,  P r i c e  
Waterhouse c h i e f  o f  p a r t y  and i n s t r u c t o r s  
D iscuss  per fo rmance o f  t r a i  ned a u d i t o r s  w i t h  management 
o f  two Honduran e n t i t i e s  a u d i t e d  by  CGR 
D iscuss  f u t u r e  t r a i n i n g  r e q u i r e m e n t s  w i t h  Sub-con t ro l  l e r ,  
DAPOS c h i e f ,  P r i c e  Waterhouse c h i e f  o f  p a r t y  and t r a i n i n g  
c o n s u l t a n t  
D i scuss  p r o f e s s i o n a l  development p l a n s  w i t h  S u b - c o n t r o l l e r  

A.3 Achievement a t  t h e  Purpose Leve l  

1. Review f i v e  comple ted new s t y l e  a u d i t  r e p o r t s  f o r  
c o n t e n t ,  fo rmat ,  emphasis, and qua1 i t y  

2. Review t h r e e  o l d  s t y l e  a u d i t  r e p o r t s  o f  e n t i t i e s  f o r  
wh ich  new s t y l e  a u d i t  r e p o r t s  were pe r fo rmed  and compare 
new and o l d  s t y l e  a u d i t  r e p o r t s  

3. I n t e r v i e w  management o f  two e n t i t i e s  f o r  wh ich  new s t y l e  
a u d i t s  were pe r fo rmed  

A.4 Achievement a t  t h e  Goal Leve l  

1. I n t e r v i e w  management o f  two e n t i t i e s  f o r  wh ich  new s t y l e  
a u d i t s  were per fo rmed 



B.3 S u s t a i n a b i l i t y  o f  t h e  P r o j e c t  E f f o r t  

1. D iscuss CGR budget  w i t h  S u b - c o n t r o l l e r  
2. Review F o r t i n  Lagos & A s s o c i a t e s  r e p o r t  on methods f o r  

a c h i e v i n g  s e l f  s u f f i c i e n c y  
3 .  Review P r i c e  Waterhouse d i a g n o s t i c  su rvey  c o n c e r n i n g  s e l f  

f i n a n c i n g  mechanisms f o r  CGR 

B.4 R e l a t i o n  t o  t h e  C o r r u p t i o n / A c c o u n t a b i  1 i t y  P r o j e c t  

1. Review C o r r u p t  i on/Accountabi  1  i t y  concept  paper  
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