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This report: presents the results of a non-Federal pre-award survey 
requested 1w your Mission of the Enterprise Development Proiect with the 
Enterprise Chamber of Gtuatemala (CAEM). The certified public accounting 
fir; of W t erhcot in Glatemala p-repared the report, which datedPrice no is 
June 22, 1988. 

The purpose of this i,r--award suirvev was to determine if CAlI?: (1) has 
sufficient ma natement capability anxi span of control to administer the 
project; (2) has presented a cost proposal which is current, accurate, 
and reflects oni v costs which are all ,owahIle and necessarv; (3) is 
financialiv capabl of performinp the proiect: (-I has an adequate system 

n
of accountinp ind. internal cottrol; a ! f 1 is in compl iance with 
apreement teims and applicable laws and re"' ul ations. 

In the opinion of Price W1,aterhouse, CAE\l: 

- does not havo sufficient manatement capabilitv and span of control to 
administer the proiect because the mranaoement unit for the project 
has not vet boon oruani andIl kaev emloees hi red; 

- does not have the financial capabilitv to manape the project unless 
it receives cash advances from A.I.D.: 

- has an adequate internal control svstem, except for two observed 
weaknesses; and 

- has complied with apreement terms and applicable laws and repulations 
tested, exc ept for four observed instances of non-com)liance. For 
items not t sted, nothint, came to their attention to indicate that 
CAEIM was not in (omprliance. 
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Apartado Postal 868 Telofono 317981 

Guatemala, LA, Telex 5937 

PriceJ'hierhouse
 

June 22, 1988
 

Mr. Coinage N. Gothard
 
Regional Inspector General for Audit
 
U. S. Agency for International Development 
Tegucigalpa, Honduras, C. A. 

Dear Mr. Gothard: 

Th.is report preeit. the results of our pre-award survey 
of the Private Enterprise Development Project (PEDP) with 

the Enterprise Chamber of Guatemala (Camara Empresarial de 
Guatemala, CAEN) 1SAID/Guatemala Project No.520-0341. 

BACKGROUND 

The Enterprise Chiamber of Guatemala (CAEM) is a non­

profit. autonomous, non-political entity, with its own 

legal ta-us. (JAEM encompasses the chambers and associa­
t.o: s r , i:, i-i ate sector of Guatemala and is the 
liaJi:on tnr the development sector. CAEM was established 
in 1981I :.inr i. fly I--ls were approved by Executive Decree 

ol March P-4, 1 ')i?. 

CAEM was organIzed to draw the maximum benefits offered by 
the c'ribbean Ba::.ii Initiative (CBI) and to enact policies 

acceleri ti nq 1-he economic development of the country 
through the private cector. Its main purpose is to coor­
dinate efforts aimed at attaining an integral development 
procesE; for the private sector in Guatemala. In this 
respect CAEM -supports the development of the small and 
medium entrp'riso-:< sector for the benefit of the country 
and for imprcoviiiq the social conditions and the quality of 
life .i, t he coIr) tr y,,. 

The G-neral A:;embly has ultimate authority over CAEM. 

The As.sm.lv ir-; rfepresented by CAEM's members who deter­
mine an,,i select areas of activities to bea5[d the un­

dertake. Members of CAEM are the Chambers of Commerce, 
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Industry, Finance, and Tourism, as well as the National
 
Union of Farmers and Cattlemen (UNAGRO) and the National
 
Association of Sugar Producers. The Guild of Non-

Traditional Product Exporters is a unit of CAEM working
 
through the Chamber of Industry.
 

The Board of Directors, representing each chamber and as­
sociation affiliated with CAEM, is the hijhest administra­
tive body over the different committees. The general
 
manager administers CAEM and reports to the Board of
 
Directors.
 

CAEM undertakes its activities through committees by sec­
tor as follows:
 

- Private Sector Committee
 
- Public Sector Development Committee
 
- International Organization or Communications and
 

Information Committee
 
- Technology Transfer Committee
 
- Exports Committee
 
- Economic and Social Development Committee
 

On August 31, 1987 CAEM signed an agreement for the
 
Private Enterprise Deveicpment Project (PEDP) with the
 
United States Agency for International Development
 
(A.I.D.) under Cooperative Agreement No.520-0341. The
 
purpose of this cooperative agreement is to amplify and
 
strengthen the participation of the productive private
 
sector in the social-economic development of Guatemala, by
 
increasing investment, advancing and diversifying non­
traditional exports and generating profitable employment
 
and income. The project became effective on August 31,
 
1987, for a five-year period ending on August 27, 1992.
 

The Project's main components are:
 

a) Technical support to small
 
and medium enterprises:
 

Technical assistance and training should strengthen
 
the competitive position of small and medium size en­
terprises, and ,hould maximize the application of the
 
know-how and experience of private employers for the
 
benefit of small and medium enterprises.
 



The objectives of the component are expected to be at­
tained through a management advancement center,
 
operating with the Guatemalan Management Association
 
(AGG), by: (1) supporting small and medium en­
terprises with appropriate technical assistance and
 
training; (2) establishing a permanent office at AGG
 
to be a conduit for managers of small and medium en­
terprises to support and work in coordination with
 
CAEM, to be an information network for such en­
terprises, and to supply other technical services; 
and
 
(3) supporting individuals and private companies to
 
furnish ;.dditional training and technical assistance
 
to small and medium enterprises.
 

b) Export promotion:
 

The program is aimed at expanding and diversifying
 
non-traditional exports, fostering access to interna­
tional markets and giving support to the expansion of
 
investment in export activities generating intensive
 
employment.
 

Export development is expected to be attained by
 
providing appropriate support to (1) the Guild of Non-

Traditional Product Exporters; (2) the research,
 
development and promotion of free zone facilities; (3)

policies improving productive prIvate sector par­
ticipation in international markets.
 

c) Development of the financial markets:
 

Through this component, both small and medium en­
terprises will be strengthened and expanded by gaining
 
access to financial resources. Also, through analysis

the program attempts to identify and foster the
 
development and improvement of financial devices.
 

d) New private enterprise initiatives:
 

The program aims at providing technical assistance to
 
selected public sector entities for improving com­
munication with and understanding of activities sup­
porting the private sector. The program also supports
 
the development of the abilities of institutions as­
sisting the productive private sector through re­
search, evaluation v.nd implementation of economic op­
tions and policies on exports and investment.
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e) 	 ProJect administration:
 

CAEM will administer the portion of the project deal­
ing with the private sector by organizing a Project
 
Management Unit (PMU). The PMU will bea responsible
 
for establishing internal policies for executing, su­
pervising and evaluating activities; for collecting
 
and processing information; and for making recommenda­
tions for project execution.
 

The Guatemalan Management Association (AGG) is a non­
profit organization establisheki in 1959 to strengthen
 
the private sector of Guatemala, through a wide range
 
of management services aimed at specific business
 
needs. AGG is affiliated with the American Management
 
Association and maintains close contact with this or­
ganization throughout the world. AGG administers
 
programs and activities in three main areas: Execu­
tive Development and Training, Management Information,
 
and Meetings and Seminars. AGG will implement the
 
technical support to Small and Medium Enterprises com­
ponent.
 

The Guild of Non--Traditional Product Exporters
 
(GEXPRONT) works through the Chamber of Industry and
 
was founded in May 1982. The main purpose of GEXPRONT
 
is to support the non-traditional export sector and to
 
look for fiscal incentives encouraging production and
 
exportation of Guatemalan goods.
 

GEXPRONT will administer the Export Promotion com­

ponent.
 

AUDIT OBJECTIVES AND SCOPE
 

The specific objectives of our review were to determine
 
whether:
 

a) 	CAEM has sufficient management ability and, span of
 
control to administer the project, considering its
 
current and forecasted project workload, staffing
 
levels and past performance;
 

b) The estimated direct and indirect proposed costs for
 
the Project are based on the most current and accurate
 
pricing data available, and reflect only those costs
 
which are allowable and necessary to accomplish the
 
work;
 

c). 	CAEM's accounting system is adequate to accurately
 
capture and record the accounting data required for
 
administering the project, and that the system of in­
ternal accounting control is adequate;
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d) 	CAEM is financially capable to undertake the 
 project,
 
and
 

e) 	CAEM is in compliance with agreement terms and ap­
plicable laws and regulations.
 

Our audit was perfcrmed in accordance with generally ac­
cepted auditing standards and with the U. 
 S. 	Comptroller

General's "Standards for Audit of Governmental Organiza­
tions, Programs, Activities and Functions" (1981 Revision)

and accordingly 
 included such tests as considered neces­
sary in the circumstances.
 

The 	scope of our work consisted of:
 

- Reviewing the organizational structure, certain ad­
ministrative systems and procedures and current and
 
proposed staffing levels 
with respect to Project
 
activity;
 

- Reviewing the proposed cofts for the Project. with em­
phasis on compliui, with the guidelines pruvided by
 
OMB Circular No. A-122;
 

- Reviewing the 
internal accounting and administrative
 
control systems, with emphasis on those systems which
 
will be applied in recording Project activity;
 

- Reviewing CAEM's financial capability with respect 
 to
 
anticipated Project disbursements, taking into con­
sideration the two-month time lag that would 
normally

elapse before A.I.D. disbursements;
 

- Reviewing CAEM's operations and Project progress to
 
date, in order to determine compliance with agreement
 
terms and applicable laws and regulations;
 

During our work, 
we were alert to situations or transac­
tions that could be indicative of fraud, abuse and illegal

expenditures and acts.
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RESULTS OF AUDIT
 

Proposed Costs:
 

We were unable to obtain sufficient data to determine
 
whether the proposed costs were in compliance with the
 
agreement and the guidelines established by OMB Circular
 
No. A-122. Therefore, the scope of our work was not suf­
ficient to permit us to express, and we do not express, an
 
opinion on the fairness of the cost proposal. However,
 
our work disclosed that the proposed cost budget prepared

by CAEM was US$189,006 and Q863, &4 less than the 
 total
 
amount provided for in the cooperative agreement. Also,
 
CAEM has not designated the manner in which Q500,000 of
 
its required counterpart contributions will be paid. the
 
average exchange rate at the time of was x
audit Q2.53 

US$1.00.
 

Financial qapability:
 

CAEM does not appear to have the financial capability

required to administer the Project, unless it receives
 
cash advances from A.I.D.
 

Management Capabi lity:
 

At present CAEM does not have the management capability

and the span of control required for administering the
 
Project because the entity has not yet hired key officers
 
for the ?rojtct Management Unit (PMU) and the Project.
 

Internal Control:
 

CAEM's internal control systems are considered adequate
 
for A.I.D. purposes, except for the following:
 

There is a lack of general controls over the
 
electronic data processing department.
 

There is a lack of formal control procedures over com­
puter applications that would ensure that all 
transac­
tions are processed completely, accurately, and on a
 
timely basis.
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Ccmpliance With Agreement Terms and Applicable
 
Laws and Regulations:
 

CAEM is in compliance with agreement terms and applicable
 
laws and regulations, except for the following:
 

The project had not officially commenced eventhough
 
the agreement was signed August 31, 1987.
 

CAEM's expenses for its own activities amounting to
 
Q1,975 were paid with A.I.D. advances.
 

Some expenses reimbursed by A.I.D. included taxes
 
which are not allowable for A.I.D. purposes.
 

CAEM had not submitted a five-year project implementa­
tion plan to USAID/Guatenala.
 

With respect to items not reviewed or examined, nothing
 
came to our attention that would indicate non-compliance 
by CAEM with agreement terms and applicable laws and 
regulations. 

MANAGEMENT COMMENTS:
 

The Enterprise Chamber of Guatemala (CAEM) has already
 
implemented many of the recommendations included in the
 
report as explained in the comments provided with its let­
ter to Mr. Brendan Gannon dated June 8, 1988 (Appendix 1).
 
These comments are summarized as follows:
 

Proposed Costs:
 

Some budget items had to be estimated by CAEM on a global
 
basis with the understanding that the budgets should be
 
redefined by key officials of both PMU and PEDP. Not­
withstanding the foregoing, CAEM has prepared additional
 
details complementing or expanding the original budget
 
figures for the first fall year of Project activities.
 
The details for the remaining years of the Project will be
 
prepared at a later date.
 

Also, the revised budget referred to above has been
 
restructured to include (a) US$189,006 and Q863,264
 
originally included in the financial plan of the Coopera­
tive Agreement but not included in the original budget,
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and (b) the Q500,000 of counterpart funds represented by
 

taxes applicable to the purchase of goods and services,
 

time charges for Project activities undertaken by CAEM's
 

officers and key employees, and travel expenses.
 

Financial Capability:
 

CAEM fully agrees that at present it does not have the
 
financial resources required by the Project and therefore,
 
it needs cash advances from A.I.D.
 

Management Capability:
 

CAEM has prepared and submitted to A.I.D. an Action Plan
 
together with documents, terms of reference and job
 
descriptions required by the PMU and the PEDP. Once ap­
proval is secured from A.I.D. together with a correspond­
ing cash advance, CAEM will immediately start the recruit­
ment process of all needed staff.
 

Internal Controls:
 

The internal control system presently in force at CAEM has
 
met the approval of A.I.D. as it was implemented in con­
nection with Agreement No.520-0337. Nevertheless, if in
 
the normal course of operations related to the Private En­
terprise Development Project it becomes necessary or ad­
visable to introduce changes or modifications to
 
strenghten existing controls, CAEM will not hesitate in
 
doing so.
 

Compliance with Agreement Terms and
 
Applicable Laws and Regulations:
 

Several reasons have caused delay in the commencement of
 
the Project. However, CAEM has now complied with all con­
ditions called for by the Cooperative Agreement and it is
 
anticipated that project activities will formally start
 
July 1, 1988.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

AUDITOR'S OPINION
 

We have reviewed the cost proposal for the Private En­
terprise Development Project, related to Cooperative
 
Agreement No. 520-0341, between the Enterprise Chamber of
 
Guatemala (CAEM) and the Agency for International Develop­
ment (A.I.D.). Except for the scope limitations described
 
in the second paragraph, our review was made in accordance
 
with applicable guidelines included in OMB Circular No. A­
122 (Cost Principles for Non-profit Organizations) and the
 
United States Comptroller General's "Standards for Audit
 
of Governmental Organizations, Programs, Activities and
 
Functions" (1981 Revision).
 

The scope of our examination was limited by the following:
 

1. 	Certain budget components of the cost proposal
 
lacked sufficient detail regarding individual ele­
ments. Also, the local and foreign technical assis­
tance line items were computed on a global or over­
all basis since it is necessary to have the Project
 
Management Unit (PMU) structured and the Project key
 
personnel hired before defining the scope of the
 
required technical assistance.
 

2. 	 The total U.S. dollar and quetzal budgeted amounts
 
in the cost proposal were smaller than the totals
 
provided for by the Cooperative Agreement.
 

3. 	 The budget did not include CAEM's counterpart con­
tributions.
 

Because of the scope limitations, as explained above, our
 
review was not sufficient to permit us to express, and we
 
do not express, an opinion on the fairness of the overall
 
proposed costs for the Private Enterprise Development
 
Project.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

AUDITOR'S OPINION
 

This report is intended solely for the use of the En­
terprise Chamber of Guatemala (CAEM) and the United States
 
Agency for International Development. This restriction is
 
not intended to limit distribution of this report which,
 
upon acceptance by the Office of the Inspector General, is
 
a matter of public record.
 

March 23, 1988
 
Guatemala, C. A.
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--- --- ---- --- ---- --- -- -- - ---- -- -- --- -- -- --- -- -- --- -- --- ---- --- -- --- --- --- ---- --- -- ----- -- ---

ENTERPRISE CHAMOER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 

JSAID/GUATEMALA PPCUECT NO.520-0341
 
REPORTONPPOSES COSTS 

STATEMEW0 ;RCPTPE- CC3T0 

1988 1989 932 '991 1992 	 TOTAL 

No. PROGRAM U5$ QUETZALES CAEM I US$ OLETZIAES CAEM I US$ JZOASLEO EVE" AS EEZALES CAEM 5$ QUETOALES CAEi 0s$ QUETZALES OAEM 

TOTAl--- -- --- 23'.017? E 22.534 0 M9.833 733,55 	 3991 3,127.39 500,CCfl
- --- ---- 7.4 ?S 	 0,59.
--- ---=z ---- ----- -- --- --- --- ---- - -- -- --- --- --- - ---- - - -- --- --_-- ­

D.1PRIVATHATI0N 21.39C 99.204 0 57,500 
 :7.493 ('.420 '23,249 	 5t5.3 0 '5,531 125,000 485.057
 

.203! Tecirica' &csst~a'ce smOC 50.020 0OG . , '20,000

Foreign Tec'nicsi Acis ance 2-,990- ! ---------- -.------- -- - 2 ,-0-


Salaries 	 .;.204 . 57.499 53,249 59,573 I 75,531 	 306,057
 

D.2 TRAININS T3.52 763.750 	 375,000
12',73C 	 i 


rnir;52 123.;0 I 153,750 	 i 375.000 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..-. 

D.3FREETPEDE PRCT:ON I I 
FACLITIES 51,853 '31,!37 57,52? 178,34 1 50,723 182,758 1 54,559 179,503 1 70,322 181.!77 307,994 853.722 

Special Tecicca Assistance 25.50C 15.i37 1 25.500 15,137 I 25,600 15,137 I 25.50, !E.137 0 25,50 15,137 128,000 80.585
 
Tsctaical Assistance :0,50: 0 15.840 17,424 0 1s.166 21,083 0 84,313
 
S. eciali:s Tra n; '8 : I 2'.5C 0 20,030 I 2'! 	 28.000 1 1(0.000 
Tickets 9.240 0 11.i5 13.30$ 0 15,955 20,31; 0 59.918
 
Per diez alowances 4,05s 1 4895 1 5.875 1 7.050 
 5.45C 0 30.351.
 
;vents enrollpent !5.943 15,g43 1 1E.943 i 15,943 1 79.715
 
Otlne-relates exscense 17,50 1 25.375 1 10.875 . . 85,000
s 31.250 

Salaries 59.40" 87,120 95.232 0C5.15 1 15,957 I 463,724
 

0.1 PROJEwT 'ANAcSEN %1T (PJ) 05,721 i 127,195 0 139,9i5 I 153,925 1 23.191 1 530.930 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..-. 

Salaries 	 H5.724 127,135 1 139.15 0-3,905 0 23.191 I
1 	 530.930
 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... 

E.2 	PROJECT MANAGEMENT 7N;WKATiON
 
SISTE! (.!00) 55.300 157.755 2 31.020 145.22' 1 31.000 150.462 1 150.520 '56,704 139,000
5.,, 	 5.200 1 771.868
 

Inf.Center C0n1ni4atn'. ex;. 9.220 28.880 28.880 0 22.88C 1 28.820 1 134.720
 
Software 501 0 25,502 0 20,000 T 10.000 I 5.000 1 75.000
 
Programmable eXpentes 7D,60 
 I I I . 70.500
 
infor-ztio cter 4nter. 0 1
1,07.000 I 1 21.000
 
Annual feec I 4,000 1 6,000 1 5.000 0 '.000 I 22.000
 
Cosputer exansi- 1 20,000 I 25,000 1 I 45.000
 
Prograisable errses 51.000 
 LI 1 1 1 51,000
 
Salaries 52.954 I 92.347 I 101,582 1 111.741 I 122,914 1 491.549
 

E.3 CAE4M.NAGEMENTSUPPORT 249,935 1 153,255 I 137.471 1 127,118 1 117.030 	 784.I19 

Fixed assets 	 160,258 1 57,200 1 39,000 I 25.000 13.000 1 295.458
 
Rent 12.500 1 18.480 1 20,328 1 22,361 1 24.597 1 98.366
 
Maintenance 5.077 I 5.585 1 5,143 1 6,757 1 7,433 1 30.995
 
Pon-persoal services 72,030 1 72,000 1 72,000 
 1 72,000 1 72.000 1 350,000
 

NOTE: 	The average exchange rate at the time of audit was Q2.53 x US$1.00.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

FINDINGS
 

1. Details Regarding Some Cost Components were Lacking:
 

Condition:
 

Our review of the cost proposal disclosed the following:
 

Amounts for some budget items were estimated by CAEM
 
without any sound basis and also were either allocated
 
without basis over the planned five-year duration of
 
the project o., in accordance with the Project's finan­
cial plan for the first three years. Such costs en­
compassed the following components:
 

TOTALS
 
QUETZALES U.S. DOLLARS
 

Budget component
 

Privatizat ion
 
Technical Assistance Q 180,000 $125,000
 

Training
 
Trafllng $375,000
 

Faci litles
 
Technical Assistance Q 80,685 $128,000
 
Special training Q 140,000
 
Events enrollment $ 79,715
 

Project Management 

PMIS 
Communications expenses Q 134,720 
Software implementation Q 75,000 
Programming expenses Q 70,600 $ 51,000 
Information Center EnroIllment $ 21,000 
Information Center f'ees $ 22,000 
Computer expansion $ 45,000 

CAEM Management Suiport 
Non-personal services Q 360,000 

Q1.0419005 $846,715 
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

FINDINGS
 

Travel and per diem expenses were determined for the
 
first year on the basis of projected travel plus addi­
tional amounts for travel that, although not
 
projected, were likely to occur. The budget for the
 
subsequent years was estimated at 120% of the im­
mediate prior year figures.
 

The 32 percent budgeted for fringe benefits was over­
estimated by 3.8%: 8.3% for vacations, which in our
 
opinion should be included in annual salaries, less a
 
4.5% under-estimation for Social Security payments.
 
This resulted in an excess of Q51,592, as detailed
 
below:
 

Chamber of 

Private Enterprlse Project Management 

Privatizat ion FTPF PMU PMIS Excess 

Salaries Q231,861 Q351,306 Q402,220 Q372,385 
32% '74 19,; 112 18 128,710 119,163 

Total 306,057 463,724 530,930 491,548 
Exces-s 3.8% __ _ I ) _189150) 15284) (14,147)Q51,592 

Total salaries Q297 2 6 .0_450,374 5J646 Q477,401 

The fixed asset budget for the last four years is
 
based on global estimates with no details for such
 
years.
 

The estimated values are:
 

1989 1990 1991 1992 Total
 

Q11,258 Q39,000 Q26,000 Q13,000 Q89,258
 

Criteria:
 

The cost of the proposal, according to USAID policy,
 
should be based on the most current, complete pricing data
 
available. The budget should have sufficient details con­
cerning the goods and services to be acquired for ap­
propriate control over disbursements.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

FINDINGS
 

Cause:
 

Estimates were made only for budget submission purposes.
 
Some of the budget components should be iedefined by key
 
officials of both PMU and PEDP.
 

Effect:
 

Some proposed costs may be over- or under-estimated.
 
Project activities could be delayed due to lack of suffi­
cient budget information and poor management decisions
 
might be made.
 

Recommendation:
 

USAID/Guatemala should require 
 CAEM to revise its cost
 
proposal based on the most current, complete and accurate
 
pricing data available, which should be adequately sup­
ported and in sufficient detail in accordance with the
 
guidelines in OMB circular A-122.
 

2. 	The Total Proposed Cost were Less than the Amounts
 
Provided for by the Aqreement:
 

The cost proposal submitted by CAEM did not cover the to­
tal amount provided for in the agreement. The Cooperative
 
Agreement provides for US$1,136,000 and Q4,290,660, but
 
the cost proposal covers only US$946,994 and Q3,427,396.
 

Criteria:
 

The budget prepared by CAEM should encompass all funds as
 
agreed upon in the Cooperative Agreement.
 

Cause:
 

Some items in the financial plan were budgeted only for
 
the first three years. The total five year amount per the
 
agreement was not considered as available funds.
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USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

FINDINGS
 

Effect:
 

There were US$189,006 and Q863,264 not included in CAEM's
 
cost proposal.
 

Recommendation:
 

USAID/Guatemala should require CAEM to prepare a revised
 
cost proposal considering the total amount provided for in
 
the Cooperative Agreement.
 

3. 	The Budget does not Cover CAEM's Counterpart Contribu­
tion of Q500, 00 

Condition:
 

CAEM has not designated the manner in which Q500,O00 of
 
its counterpart contribution, provided for in the Coopera­
tive Agreement, will be paid.
 

Criteria:
 

The Agreement with A.I.D. calls for a counterpart con­
tribution of Q4,000,000 as follows:
 

Guild of Non-traditional Product Exporters Q2,500,000
 
Guatemalan Management Association 	 1,000,000
 

Subtotal 3,500,000
 
Difference 500,000
 

Total required counterpart contributions Q4,000,0O00
 

It is assumed that the Q500,000 difference is ascribable
 

to CAEM.
 

Cause:
 

The difference was not considered by CAEM as its counter­
part contribution.
 

Effect:
 

The Project could be delayed due to lack of resources.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON PROPOSED COSTS
 

FINDINGS
 

Recommendation:
 

USAID/Guatemala should require CAEM to establish the man­
ner in which its counterpart contributions will be paid in
 
order to preclude delays that could arise in the budget
 

execution.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON FINANCIAL CAPABILITY
 

AUDITOR'S OPINION
 

We have performed a pre-award survey of the Enterprise
 
Chamber of Guatemala's (CAEM) financial capability to
 

manage the Private Enterprise Development Project under
 
Cooperative Agreement No. 520-0341 with the Agency for In­

ternational Development (A.I.D.). Our evaluation was per­
formed pursuant to the Statement of Work for the pre-award
 

survey of the above mentioned agreement and according to
 

the United States Comptroller General's "Standards for
 
Audit of Governmental Organizations, Programs, Activities
 
and Functions" (1981 Revision). Our work included, to the
 
extent that we considered necessary, a review of unaudited
 
financial statements as of December 31, 1987, current
 
available assets, members' contributions, credit
 
availability, projected receipts and disbursements for
 
nine months of 1988, project budget for 1988, and other
 
CAEM projects that may require funding and proposed coun­
terpart contributions.
 

Based on our review, as described in the first paragraph
 
above, we believe that CAEM at present does not have the
 
financial capability for administering the Private En­
terprise Development Project, because its financial
 
resources are not considered sufficient to cover operating
 
expenses of the Project during the approximately two-month
 
period that will normally elapse before reimbursements are
 

made by A.I.D., unless cash advances are received from
 
A.I.D..
 

This report is intended solely for the use of the En­

terprise Chamber of Guatemala and the United States Agency
 
for International Development. This restriction is not
 

intended to limit distribution of this report which, upon 
acceptance by the Office of the Inspector General, is a 
matter of public record. 

March 23, 1988
 
Guatemala, C. A.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

MEMORANDUM ON FINANCIAL CAPABILITY
 

Our review of CAEM's unaudited financial statements as of
 

December 31, 1987 disclosed the following:
 

1. 	Net current assets amount to approximately Q91,o00.
 

2. 	Cash in banks, excluding advances from USAID/Guatemala
 
Project No.520-0337, amounts to Q29,000.
 

3. 	 Fixed assets amount to Q26,000.
 

4. 	 Net worth amounts to Q76,000.
 

5. 	 During the seven months ended December 31, 1987 cash
 
receipts exceeded disbursements by approximately
 
Q24,000.
 

We were informed by CAEM's officials that the entity has
 
not used lines of credit. We were also informed that CAEM
 
entered into agreement No. 520-0337 with A.I.D. that does
 
not require use of its own funds, as it functions with
 
fund advances.
 

On the strength of CAEM's budget for 1988, prepared on a
 
monthly basis, it was determined that for the approximate
 
two-month period that would normally elapse before A.I.D.
 
could reimburse the related disbursements, the quetzal
 

component of the project would require Q163,436 and that
 

the excess receipts over expenses for the seven month
 

period ended on December 31, 1987 would amount to only
 

Q24,000. Therefore we have determined that CAEM lacks
 
the financial capability for executing the project under
 
the expense reimbursement system.
 

Our review disclosed that the agreement requires a coun­
terpart contribution of approximately Q500,O00 to be set
 
aside from its normal receipts.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON FINANCIAL CAPABILITY
 

FINDINGS
 

1. CAEM has not Prepared a Cash Flow Statement Estimating
 
the Effect of Private Enterprise Development Project

Activities on its own Normal Operations:
 

Condition:
 

CAEM does have
not a projected cash flow statement which
 
encompasses the project activities for evaluating its 
 im­
pact during implementation. An informal receipts and dis­
bursements projection was prepared on the basis of avail­
able data requested by Price Waterhouse.
 

Criteria:
 

A projected cash flow statement 
is necessary .or CAEM's
 
officials to adopt management decisions and for evaluating

the financial 
 position of CAEM when supplying its own
 
counterpart funds.
 

Cause:
 

The statement has not been prepared because the 
 entity
 
does not have sufficient resources 
for its submission.
 

Effect:
 

CAEM is unable to evaluate the effects that project execu­
tion will have on its own activities or to anticipate how
 
it will supply counterpart funds to the project.
 

Recommendation:
 

USAID/Guatemala should require CAEM to 
prepare a projected
 
cash flow 
statement for determining its financial
 
capability for paying counterpart sums, and for evaluating
 
and anticipating any impact concerning implementation ac­
tivities.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON MANAGEMENT CAPABILITY
 

AUDITOR'S OPINION
 

We have performed a study and evaluation of the Enterprise
 
Chamber of Guatemala's management capability for the 
 ad­
ministration of the Private Enterprise Development Project
 
under Cooperative Agreement No. 520-0341 with the U.S.
 
Agency for International Development (A.I.D.). Our study

and evaluation covered those areas we considered relevant
 
to the criteria established by the statement of work for
 
the pre-award survey of the above mentioned agreement.
 
Our work was performed in accordance with the United
 
States Comptroller General's "Standards for Audit 
 of
 
Governmental Organizations, Programs, Activities and
 
Functions" (1981 Revision).
 

Based on our study and our understanding of the criteria
 
included in the statement of work mentioned in the preced­
ing paragraph, we believe that the Enterprise Chamber of
 
Guatemala (CAEM) at present does not 
 have sufficient
 
management capability or span of control to administer the
 
Project since CAEM has not organized the required Project

Management Unit and has not yet hired the necessary key

employees for their involvement with the functions
 
directly related to the Private Enterprise Development
 
Project.
 

This report is intended solely for the use of the En­
terprise Chamber of Guatemala (CAEM) and the United States
 
Agency for International Development. This restriction is
 
not intended to limit distribution of this report which,
 
upon acceptance by the Office of the Inspector General, 
is
 
a matter of public reco-d.
 

/'
 

March 23, 1988
 
Guatemala, C. A.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON MANAGEMENT CAPABILITY
 

FINDINGS
 

1. The Project Management Unit (PMU) has not been Or­

ganized
 

Condition:
 

The human resources required for establishing the Project
 
Management Unit (PMU) have not yet been hired. CAEM needs
 
these additional resources for coordinating the activities
 
required for project implementation, because CAEM's
 
present administrative staff does not have the capacity to
 
absorb the additional work load pertaining to the Project.
 

Criteria:
 

The PMU is a key element for attaining the objectives set
 
forth by the Project. Consequently the PMU, as stated in
 
the cooperative agreement, should be installed with of­
ficers capable of managing the project resources and fur­
nishing support to the Guild of Non-traditional Product
 
Exporters and to the Guatemalan Management Association,
 
following the subagreements entered into with said en­
tities.
 

Cause:
 

Hiring of human resources for the PMU has not been ac­
complished because the Private Sector Office of USAID/
 
Guatemala has not approved the position and organization
 
profiles suggested by CAEM.
 

Effect:
 

The non-existence of the PMU may delay the undertaking of
 
key activities and coordination with other entities, thus
 
affecting the attainment of Project objectives and aims
 
within the time frame originally established.
 

Recommendation:
 

USAID/Guatemala should require CAEM's Board of Directors
 
to expedite approvals for the organization and position
 
profiles for the PMU, in order that CAEM may be able to
 
hire the required human resources in accordance with the
 
requirements and specific procedures determined by A.I.D.
 

- 21 ­
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PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON MANAGEMENT CAPABILITY
 

FINDINGS
 

2. 	The Key Officers for the Private Enterprise Develop­
ment Project Have not been Hired.
 

Condition:
 

The employees programmed for the positions of Manager and
 
Assistant Manager for the irivate Enterprise Development
 
Project and Manager ard Assistant Manager for the Free
 
Trade Production Facility (FTPF) as well as the Project
 
Management Unit's (PMU) key officers have not been con­
tracted. CAEM needs these additional resources for coor­
dinating the activities required for project implementa­
tion, because CAEM's present administrative staff does not
 
have the capacity to absorb the additional work load per­
taining to the Project.
 

Criteria:
 

Capable management resources are vital for any organiza­
tion desiring to attain its objectives.
 

Cause:
 

The Private Sector Office of USAID/Guatemala has not yet
 
approved the position and organization profiles for both
 
FTPF and PMU which are supposed to function within the or­
ganizational framework of CAEM.
 

Effect:
 

Adequate and timely decisions regarding the Project may be
 
delayed because of lack of the required human resources,
 
thus affecting the normal activity development and the at­
tainment of project objectives within the established
 
timeframe.
 

Recommendation:
 

USAID/Guatemala should require CAEM's Board of Directors
 
to expedite approvals for the organization and position
 
profiles for the Project, so that the necessary personnel
 
according to the specific requirements established by
 
A.I.D. can be hired in order for CAEM to have the manage­
ment capability to undertake the Project.
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ENTERPRISE CHAMBER OF GUATEMALA
 

PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 

USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON INTERNAL CONTROLS
 

AUDITOR'S OPINION
 

We have performed a pre-award study and evaluation of the
 

internal accounting and administrative control systems of
 

the Enterprise Chamber of Guatemala (CAEM) in connection
 

with the Cooperative AgreemenL No. 520-0341 with the
 

Agency for International Development (A.I.D.). The pur­

pose of our study and evaluation was to determine the
 

adequacy of the control systems to record transactions un­

der the agreement. Our study and evaluation considered
 
the guidelines established by A.I.D. Handbook 13,
 

Paragraph IL "Standards for Financial Management Systems"
 

(Circular OMB A-l10) and was performed in accordance with
 

the United States Comptroller General's "Standards for
 

Audit of Governmental Organizations, Programs, Activities,
 

and Functions" (1981 Revision) and pursuant to the
 

criteria set forth in the statement of work for the pre­

award survey of the Agreement. It was limited to an
 

evaluation of the key controls over cash disbursements,
 

accounts receivable, assets protection, reporting, and
 

procurement system.
 

The management of CAEM is responsible for establishing and
 

maintaining adequate internal control systems in areas of
 

significance to the program covered by the above mentioned
 

Agreement. in fulfilling that responsibility, estimates
 

and judgments by management are required to assess the ex­

pected benefits and related costs of control procedures.
 

The objectives of internal control systems are to provide
 

management with reasonable, but not absolute, assurance
 

that resources are safeguarded against waste, loss, and
 

misuse; that resources are properly used and in compliance
 

with established policies and procedures and applicable
 

laws and regulations; and that reliable data are obtained,
 

maintained, arid fairly disclosed in management reports.
 

Because of inherent limitations in any system of internal
 

accounting and administrative control, errors or
 
irregularities may occur and not be detected. Also,
 

projection of any evaluation of the systems to future
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

REPORT ON INTERNAL CONTROLS
 

AUDITOR'S OPINION
 

periods is subject to the risk that procedures may become
 
inadequate because of 
changes in conditions, or that the
 
degree of compliance with the procedures may deteriorate.
 

Based on 
our study and the criteria referred 
to in the
 
first paragraph 
of this report, we believe that CAEM's
 
control systems are adequate for A.I.D. 's purposes, except

for 
the conditions described in the accompanying findings

Nos. I to 2, which we believe result in more than a rela­
tively low risk that 
errors or irregularities may occur
 
and not be detected within a timely period.
 

This report is intended solely for the use of the En­
terprise Chamber of Guatemala (CAEM), and the United
 
States Agency for International Development. This
 
restriction is 
not intended to limit distribution of this
 
report which, upon acceptance by the Office of the Inspec­
tor General is a matter of public record.
 

/ 

March 23, 1988
 
Guatemala
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PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

DESCRIPTION OF THE INTERNAL CONTROL SYSTEMS
 

PURCHASES
 

A description of the accounting and administrative inter­
nal control systems, as it applies to purchases, follows:
 

1. 	A general description of the goods to be acquired is
 
prepared.
 

2. 	Quotations are requested directly from suppliers or by
 
press advertisements when the intended value exceeds
 
$20,000.
 

3. 	 Quotations are received for assessing and selecting
 
the supplier.
 

4. 	 The assessed quotations are submitted to A.I.D. with
 
an opinion as to supplier selected for payment.
 

5. 	 The purchase order is executed upon approval from
 
A.I.D.
 

CASH RECEIPTS
 

Receipts mainly consist of membership fees collected as
 
follows:
 

1. 	A cash receipt form is prepared.
 

2. 	 The forms are presented for collection, against which
 
either a promise to pay in fifteen days or checks are
 
received.
 

3. 	Checks are deposited in CAEM's bank checking accounts.
 

4. Collections are registered in the books of record.
 

DISBURSEMENTS
 

I. 	Disbursements cover the payment of goods and services
 
received.
 

2. 	 Routine disbursements are approved by management.
 
Board of Directors' approval is required for larger
 
amounts.
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DESCRIPTION OF THE INTERNAL CONTROL SYSTEMS
 

3. 	 Payment is made.
 

accounted for by their inclusion in the
4. 	 Purchases are 

monthly listing of checks issued and the corresponding
 

vouchers.
 

5. 	 The supporting documentation is filed in numerical
 

sequence.
 

FIXED ASSETS
 

Fixed assets are purchased following authorization by
 

management and approval by the Board of Directors for
 

purchases exceeding Q2,000.
 

As of the date of our evaluation, no formal procedures
 

for safeguarding assets existed. Furthermore, no
 

auxiliary ledgers of individual entries existed as an
 

additional control, and no periodic physical counts
 

were made.
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REPORT ON INTERNAL CONTROLS
 

FINDINGS
 

1. Lack of General Controls Over the Electronic Data
 

Processing Department (EDPI.
 

Condition:
 

Upon evaluating the internal controls surrounding the EDP
 
area, we noted lack of control procedures regarding the
 
following:
 

a) use of computer equipment and the related operating
 
system;
 

b) access to the EDP equipment;
 

c) operation of the EDP equipment; and
 

d) systems development and modification.
 

Criteria.
 

The above mentioned procedures should be formally defined,
 
well documented, and implemented in order to provide as­
surance as to the reliability and control over the input
 
data.
 

Cause:
 

The EDP function was recently incorporated into CAEM's
 
other functions as support for project activities develop­
ment, thus general controls are still lacking.
 

Effect:
 

There is the risk of voluntary or involuntary human er-­
rors, hardware/software breakdowns, abuse of computer
 
facilities usage, and other problems with no controls over
 
preventing, detecting or correcting such problems.
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REPORT ON INTERNAL CONTROLS
 

FINDINGS
 

Recommendation:
 

USAID/Guatemala should require CAEM to establish adequate
 
internal control procedures for minimizing the effects of
 
the risks to which the data stored in the computer is sub­
jected and to document and implement these procedures as
 
part of the computer equipment installation.
 

2. A p_lication Controls are not Defined as a Component of
 
the Computerized Procedures of CAEM.
 

Condition:
 

There were inadequate control procedures over computer ap­
plications for entry, processing of data, and generation
 
of the resulting outputs.
 

Criteria:
 

Procedures should be formally defined, documented, and
 
implemented for each application system, in order to as­
sure that:
 

- All authorized transactions are processed in full, 

only once;
 

- each transaction is complete and accurate; 

- the data processing is adequate and correct in the 
circumstances; 

- the resulting output is used to satisfy the proposed 
objectives and is generated on a timely basis; 

- the application is backed up by an alternate proce­
dure. 

Cause:
 

The EDP function has been recently incorporated into
 

CAEM's other fanctions as support for project activities
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REPORT ON INTERNAL CONTROLS
 

FINDINGS
 

development, which explains why the specific controls that
 

should surround each application have not been defined.
 

Effect:
 

At present no application systems have been implemented 
and errors or irregularities could occur and not be 

detected. 

Recommendation:
 

USAID/Guatemala should require CAEM to establish adequate
 

formal control procedures over computer applications to
 

ensure that all transactions are processed completely, ac­

curately, and on a timely basis.
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REPORI ON COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE
 
LAWS AND REGULATIONS
 

AUDITOR'S OPINION
 

We have performed a study and evaluation of compliance
 
with agreement terms and applicable laws and regulations
 
with respect to Cooperative Agreement No 520-0341 between
 
the Enterprise Chamber of Guatemala (CAEM), 
and the Agency
 
for International Development (A.I.D.) signed on August
 
31, 1987. Our study and evaluation was performed in ac­
cordance with the United States Comptroller General's
 
"Standards for Audit of Governmental Organizations,
 
Programs, Activities, and Functions" (1981 Revision).
 

The management of CAEM is responsible for the entity's
 
compliance with terms cf the above--mentioned agreement and
 
applicable laws and regulations. For purposes of our
 
study we reviewed and/or tested the following matters re­
lated to the project:
 

1. 	 Cooperative Agreement No. 520-0341, Private Enterprise
 
Development Project, between the Enterprise Chamber of
 
Guatemala and the Agency for International Develop­
ment, dated August 31, 1987.
 

2. 	Progress of the Project through March 16, 1988, 
 com­
pared to activities programmed for commencement and
 
or/completion as of that date as included in the
 
project plan.
 

3. 	Payment of payrolls, fees and rent.
 

The results of our study indicate that for the items
 
reviewed and/or tested, CAEM complied with agreement terms
 
and applicable laws and regulations except as described in
 
the accompanying findings Nos. 1 to 4. With respect to
 
items not reviewed or tested, nothing came to our atten­
tion to indicate that CAEM had not. complied with Agreement
 
terms and applicable laws and regulations.
 

This report is intended solely for the use of the En­
terprise Chamber of Guatemala (CAEM) and the United States
 
Agency 
for International I)evelopment. This restriction is
 
not intended to limit distribution of this report which,
 
upon acceptance by the Office of the Inspector General, 
is
 
a ma-jer of public record.
 

March 23, 1988
 
Guatemala
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REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE
 
LAWS AND REGULATION
 

FINDINGS
 

1. As at Marci 1E. ,9EJ =q L'rcJect had not Officially
 

Commenced.
 

Condition:
 

As of the date of this report, approximately seven months
 
had elapsed since the Agreement was signed and Project ac­
tivities had not officially started.
 

Criteria:
 

The Agreement was signed on August 31, 1987 and some
 

project activities should have already been started.
 

Cause:
 

Compliance with certain legal aspects, budget changes,
 
discussions with and specific requirements by USAID/ 
Guatemala officials have caused delays in starting the 
project. 

Effect:
 

Delays in commencement of project activities are likely to
 
result in delays in attaining the project objectives and
 
goals.
 

Recommendation.
 

USAID/Guatemala and CAEM should meet, discuss and identify
 
all aspects peniding and expedite approval so that the
 
Private Fnterprise Development Project can start its ac­
tivities and attain its goals.
 

2. CAEM Temporarily Used A.I.D. Advances to Defray Ex­
pensesof its Own Activities
 

Condition:
 

As at December 31, 1987 salaries and Christmas bonuses for
 
CAEM's own activities amounting to Q1,975, which were paid
 
with A.I.D. advances, were pending reimbursement to A.I.D.
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LAWS AND REGULATION
 

FINDINGS
 

Criteria:
 

Cash advances from A.I.D. must be used exclusively for
 

A.I.D. Project activities. Disbursements for CAEM's own
 

expenses should be made separately from those of A.I.D.
 

Cause:
 

The above procedure was used for easing salary payments
 

and reducing clerical cost by using fewer voucher-checks.
 

Effect:
 

Temporary use of A.I.D. funds for financing CAEM's own ac­

tivities is at variance with specific procedures estab­

lished by A.I.D.
 

Recommendat ion: 

USAiD/Guatemala :hould require CAEM to immediately reim­

burse A.I.D. for QI,975 used for its own operating ex­

penses and to di.burse A.I.1.). funds for agreement purposes 

only.
 

-Requests3. Taxer-_ wertv i c luded in Reimbursement Sub­

mitted to A.T.D. 

Condi t ion: 

Some expenlse reimburs,3ements; requests sub,,,!L'LLd to A.I.D. 

for airpl :ne tickets and electricity costs included 
tourism and muinicipal taxes. The documentation test­
examined by uts disclosed tax payments of Q562. 

Criteria:
 

Taxes are not allowable costs pursuant to the standard 

provisions for Non U.S. and Non - Governmental Grantees 

established by A.I.D. 
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LAWS AND REGULATION
 

FINDINGS
 

Cause:
 

of for
Taxes have been included in the totals expenses 


which reimbursement nas been requested.
 

Effect:
 

CAEM received payment of unallowable costs from A.I.D.
 

Recommendat: ion: 

USAID/Guatemala should require CAEM to ensure that all ex­

penses requested for reimbursement from A.I.D. are allow­

able under A.I.D. Agreements and O.M.B. Circular A-122 and
 

to reimburse A.I.D. for those unallowable costs that were
 

claimed.
 

4. 	 CAEM has niot Submitted _a five--year Project Implementa­

tion Plan t-o USAIDPIGatemaa. 

Condition:
 

CAEM ha-; not ,u)Ilt t ed to USAID/Guatemala an implementa­

tion plan for the five--year duration of the Project.
 

Criteria:
 

Pursuant to the agreement terms, CAEM was required to sub­

mit within three months following funds commitment the
 

five-year implementation plan.
 

Cause:
 

budget changes and
Compliance with several legal aspects, 

discussions with and specific requirements by A.I.D. offi­

cials have delayed preparation of the five-year implemen­

tation plan. 
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LAWS AND REGULATION
 

FINDINGS
 

Effect:
 

The delay in submitting the five-year implementation plan
 
may hinder the process of the first advance.
 

Recommendation:
 

USAID/Guatemala should require CAEM to prepare and submit
 
the five-year implementation plan which is required for
 
processing disbursements.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

LIST OF REPORT RECOMMENDATIONS
 

Proposed Costs
 

Recommendation No. 1:
 

USAID/Guatemala should require CAEM to revise its cost
 
proposal based on the most current, complete and accurate
 
pricing data available, which should be adequately sup­
ported and in sufficient detail in accordance with the
 
guidelines in OMB circular A-122.
 

Recommendation No. 2:
 

USAID/Guatemala should require CAEM to prepare a revised
 
cost proposal considering the total amount provided for in
 
the Cooperative Agreement.
 

Recommendation No. 3:
 

USAID/Guatemala should require CAEM to establish the man­
ner in which its counterpart contributions will be paid in
 
order to preclude delays that could arise in the budget
 
execution.
 

Financial Capability
 

Recommendation No. 1:
 

USAID/Guatemala should require CAEM to prepare a projected
 
cash flow statement for determining its financial
 
capability for paying counterpart sums, and for evaluating
 
and anticipating any impact concerning implementation ac­
tivities.
 

Management Capability
 

Recommendation No. 1:
 

USAID/Guatemala should require CAEM's Board of Directors
 
to expedite approvals for the organization and position
 
profiles for the PMU, in order that CAEM may be able to
 
hire the required human resources in accordance with the
 
requirements and specific procedures determined by A.I.D.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

LIST OF REPORT RECOMMENDATIONS
 

Recommendation No. 2:
 

USAID/Guatemala should 
require CAEM's Board of Directors
 
to expedite approvals for the organization and position

profiles for the Project, so that the necessary personnel
 
according to 
 the specific requirements established by

A.I.D. can be hired in order for CAEM to have 
thc manage­
ment capability to undertake the Project.
 

Internal Controls
 

Recommendation No. 1:
 

USAID/Guatemala should require CAEM to 
establish adequate

internal control procedures for minimizing the effects of
 
the risks to which the data stored in the computer is sub­
jected and to 
document and implement these procedures as
 
part of the computer equipment installation.
 

Recommendation No. 2:
 

USAID/Guatemala 
 should require CAEM to establish adequate

formal control procedures over computer applications to
 
ensure that all transactions are processed completely,

accurately, aid on a timely basis.
 

Compliance with Agreement Terms and 
 Applicable Laws and
 
Regulations
 

Recommendation No. 1:
 

USAID/Guatemala and CAEM should meet, discuss and identify

all aspects pending 
 and expedite approval so that the
 
Private Enterprise Development Project can start its ac­
tivities and attain its goals.
 

Recommendation No. 2:
 

USAID/Guatemala should 
require CAEM to immediately reim­
burse A.I.D. for Q1,975 used for its own 
operating ex­
penses and to disburse A.I.D. funds for agreement purposes
 
only.
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ENTERPRISE CHAMBER OF GUATEMALA
 
PRIVATE ENTERPRISE DEVELOPMENT PROJECT
 
USAID/GUATEMALA PROJECT NO. 520-0341
 

LIST OF REPORT RECOMMENDATIONS
 

Recommendation No. 3:
 

USAID/Guatemala should require CAEM to ensure that all ex­
penses requested for reimbursement from A.I.D. are allow­
able under A.I.D. Agreements and O.M.B. Circular A-122 and
 
to reimburse A.I.D. for those unallowable costs that were
 
claimed.
 

Recommendation No. 4:
 

USAID/Guatemala should require CAEM to prepare and submit
 
the five-year implementation plan which is required for
 
processing disbursements.
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Cmara Empresorial de Guatemala 	 Appendix I 

I 	 I Z 

Guatemala, 8 	 de junlo de 1988 I. rr. 

]______ 

Se fl o r 
 . .. .
 
Brendan Gannon 
 D U E D A 1-

Oficial de Comercio y Desarrollo
 
Oficina de Programa del Sector Privado 
 AC"ICN ....-

Agencia para 	el Desarrollo ( '
 -
'Internacional - AID -

Ciudad de Guatemala
 

ASUNTO: 	 Convenio Cooperativo No.
 
520-0341-A-00-7041-00
 

REFERENCIA: 	 Evaluaci6n de Price
 
Waterhouse.
 

Estimado 	Seftor Gannon:
 

Con fecha 29 de 
abril retro pr6ximo se le proporcion6 a Cmara Empresarial

de Guatemala una 
copia del borrador del informe sobre la Revisi6n del Proyecto

de Desarrollo de la Empresa Privada previo 
a su Adjudicaci6n a CAmara Empresa­
rial de Guatemala: USAID/Guatemala PROYECTO No. 520-0341. Henos procedido

al an~lisis del 
informe aludido y habindo encontrado algunas excepciones for­
muladas por 	la 
firma auditora, a continuaci6n exponemos a usted la forma en 
la cual se resolverj o se han rostelto las mismas: 

I. Reporte Sabre Costos Propucstos 

1) Algunos Componentes no ticnen sificiente 
detalle de todos los bienes
 
y srvicios que lo integran
 

A esto respecto se prcsent6 inicialmente algunos rubros en forma esti­
niada, considcrando que tratndose do coimponentes que deberdn ser fijados 
o definidos por ejocutivos dcl UAP y del PDEP que an no han sido con­
tratados, quedaban sujctos 
a un dosglose posterior. Sin embargo, 
con
 
base en 	 experioncias 
antcriores y consultas ofectuadas, informamos
 
a usted que estos 
mantos han sido dcsglosados y fundamcntados, segfin

el detalle prosupuestal que nos permitimos adjuntarle 
(Ver anexo 1).
 

cz
C:

C)e 4c"
 

Unidos Impulsando El DesarrollCo" 
Edificio Cimara do Industria. 9o. Nivol, Ritta 6, 9- 21 Zona 4 3(4 
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En cuanto a los gastos de viaje y vi~ticos, hemos procedido igualmente 
a detallar los eventos previstos para eA primer afio, con lo cual hemos 
llegado a integrar los montos de pasajes en US$5,300.00 y los vJiticos 
en US$4,450.00, para todos estos Pubros aparece la contrapartida de 
CAEM en moneda extranjera y moneda local. 

El porcentaj, del 3?% de presLacionus considerado inicialmente en el 
rubr( do s ueldos y sal arios ha sido corregido, hajAndoso e] A; que 
so labia con tcLmp]ado iniciaimerite , para supliir personal necesario que 
;aldrA tie vac aciones. 

En eli 1)esolellst(o 1-58Wad) no 1wjOcc 11 a estabocer ]osI activos que 
se plensa adqu iii en l Lran-;ct so del. proyecto. 

2) 	 Los igast o,; lJ5' u11 ttrl rio c1_Ia lAtpnjr ac:i6n del Convenio 

Como pude obsivarse Oi I'taglpleso Pcn ado, ha corrugido la dife­pshe so 
rencia do uI; 100,N00 y Q.03 ,?ti, qur, aparecIan enLrtc Ai llan Financiero 
conteni do en ul WOV"ivo ,V c l 'opllhnLo motad icn la distiribuci61 
do cost(o dl pIan do ejecuci6w, con R) cua se justLitrcan Wos montos 

(Ai{. i,] .. &() O0.asigriados a do , 1T ,, 00.00 y , 0. . 

3) 	El apotIc do ciital jaLida do Q.500,000.00 d CAEM no estAi contOinplado 
enl01 1)pcsupu)tLo 

El mon to tc ,.%(0,oO . )0 de contrapart-ida que 1c coPresponde a CAEM 
dentro dA , coilwnio, stA conistituido pop A] pago do impustos 
on la adquisici(% do junn y ser vio(s , 01n Ai aporto (o tlempo dedica­
do par los dirui:ivi y> funcionaris de CALM a los aspoctos poptinentes 
o las acLividad~( lotij 0 1 oIcoil(cni y ins1 'as tos do via , .inCurridos 
por Oiii];Italit (liC t<Lmi a uvI~tLu proivid (05 1,8] ci CbIlVClilO I'EI). 

En Ai tY'c<]stpt;Stt) ruvisdo a[8PCCOn ls llios do Co.Lrdapartidal desgo­
sados oi las (il roelr;cs act ividades, tLanto on morieda local coolo 011 
US$ d61ars (Vor anoxo ]). 

http:US$4,450.00
http:US$5,300.00


...3...
 

II. 	Reporte sobre Capacidad Financiera
 

1) 	 CAEM no cuenta con flujo de fondos proyectado para que considere el 
efecto do Ias actividades del PDEP sobre sus operaciones normales 

Desde in principio, cuando se inici6 con Ias p]fticas tendientes a 
suscrib ir on convenio (ti cooperaci6n entre la Camara Empresarial y 
la Agencia pa\i el DcsarrolloIinternaci onal , cuiyo objetivo principal 
fuera e] for talecimiiiento del Sector Privado, no se 1hal16 on c. sentido 
de t rabajar eI proyecto pop illt(io de )embosOs deo ga- tou finainciados 
por CAEM, sino qu (l sistema do traliajo seria por medlo (do anticipos 
desemboIsados por All) y liquidacl:ones trimestrales que dberi a hacer 
CALM. 

Atendiendo Ia solicitud de l.a firma de auditoria Price Waterhouse, 
C6mara Empros arial ha proccdi do a elal.borar tin flujo de fondlos proyecta­
do, e]. cual Permitc conocer ]a forma en la cual. se perfi.an las activi­
dades de PEP solire las operac iones normal s de CAl.M. E £'1 ujo demues­
tra Ias di versas luntes de ingrso y la api i cac i6n do os fondos 

correspondi(ite,s (Veo anexo 2). 

http:perfi.an
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I. Reporte de Capacidad Administrativa
 

1) 	 La Unidad de Adninistraci6n del Poyecto (UAP) no ha sido dotado de 
los Recursos Humanos Proyoctados 

Cuando so ha discutido en toaa oportunidad el Convenio de Cooperaci6n 
PED, so ha tornado pop objetivo principal el fortalecer a la coipula 
del Sec tor Privado en act ividades do desarrollo. Consecuentemente, 
para podcr CAM, admini strar y controlar con eficiencia la ejecuci6n 
del convo nio, so provec dentra del mlamn la contrat aci6n de personal 
adic ional :lecusapi. 

A la fec ha, C,'mara Empr sap a] con l Plan do -jccuci6n sometido a 
la aprobaci6n de All) y con ls documentos conteniendo los t~rminos 
do referencia y In descrIpici6n de puesta, pars cada una do las personas 
que dubur'in sC' coat tatadas y quc tambi6n so encuentran bajo considera­
ci6n de AlD, cOnlidera hall arse on posi l1l dad do iniciar las contrata­
ciones conespondieinto,. 

En pltica sa;onid ns con1f uncionapiu, de a AID y habindose cumplido 
con os ivqui aetoi t o.' uos, so epora contar con el primer desembolso 
a finale.s de1 d ,junio d 1988, pop In qu CAIM :iniciarA la contra­1 	 meIns 

taci6n d las rocrss huanans quo f'Oiavrmnin ]a U dad do Administraci6n 
del l'royecto a pa1rtir del I du julio de 1988. Adjunto se incluye la 
descripcian d las putevLu. (Von noa 3). 

2) 	 Los Funcionari,e (?iave del Prayc'lo dle Isa'tpllo do la .mpresa Privada 
no han a ido contpat ad; 

Al igual que so explic6 on el rnumi'al anteploar, papa ia Unidad do Admi­
nistraci6n (l1 Iroyecto, tambiJn paa Ins f'uncionapios clave (1el pro-­
yecto so ha somctido1 ]a aprobaciAn d la Agoncia papa el Desarrollo 
Internacinal el purfil de( lns puestos y la organizac i6n del proyecto 
que 1uncionarA dentro del esquema dle oganizaci6n d CAEM. 

La 	 contratac i An do eatosfuc ionav' ras se programa ini ciarla a partir 
del. 	 primoneo (e juio do 1988, una ,voz se cuente con el plner desembol­
so corronp1di Onte d(1 pm'oyecta , pop Iml't;o (10 AID. 

3) 	 La EstrucLtra do Organ izaci6 n Actual de CAM no soporta las actividades 
adicional d 1l nyctn 'LI) 

Previendo la pronta in[ciaci6jn de1 proyecto contemplado bajo el convenlo 
de cooporacin No. 520-03111 y bajo la premiss que se requiere ampliar 
la organizaci6n administrativa do ]a CAimara Empresarial, 6sta desde 
el rues de marzo de 1988 pracedi6 a contratar el espacio dc oficina 

\
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mds amplio, a fin de darle cabida al personal adicional que ofrezca 
la capacidad administrativa adecuada que requieren las actividades 
del PED. 

A partir del primero de julio de 1988 se iniciara la adecuaci6n de 
las oficinas y la contrataci.6n de los servicios, para dar cumplimiento 
a los requerimientos del PED. 

http:contrataci.6n
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IV. Reporte sobre los Contoles Internos
 

CWmara Emprusariall cuenta con un s istema (Ki control interno contable y 
administrativo, cl cual ha venida fungiendo durante el desarrollo del con­
venio de 
donac i(in m]fetv KPO- 0337. El sistema cuenta con la aprobaci6n 
pov partc de A[P dt ndi: la iniciaci6n del prayecto arriba mencionado y se 
considlria quo, piodi,,<stigluir 'Iondo aplicado eficientemente para el proyecto 
"D. .;i,. hallar, nece;arito on c! L:'.,:supso dv ia ejecuc 6n del proyecto 

520-014 I haro",1! ii iiiias midiI'icacionus o a jsteon, se procederd,gustosamen­
te a hacerls. AdijtnLt int 1nv'.'ia copia dul dOCutionto itiit conLiene los con­
trol on (7 p cxo 0).int ('. 1)o ' 


Excepit u,ne
 

1) los activan_ adpj11'dos con foindbi Ie All), n, se r.e istran adecuadamente 

La af i 'mac i6n h echa pir la firma Pice lk'teIhOt uneo ocuii'rF sulamente 
en ntin(i ,it ai;u 15vc do ' u pa t,pIcaa ! 16in un 1,1 Ito v i2 in y de video 
el cual ri quo pia) A ;iia m p i''1 it ;aisto (-I o il trIp que s. cancel6 
por el unc, d i ei ii' 1 dc)!tlaI quei Viia] l a l riil )O, ya 
Se lls'a_)a ' i - dill'gt'iaihtd i o ln 1 Al;lal ZohIctPlnt la 1::; i; . pr ci C.B.I. 
en Mi ami. 

Auninqu dt;r fi prIn, ct ii ustis act No3 r' tW ad-cltado registro en 
el lib d- invcittarl iii di activ ns,noiiaa i n. 1 u] rceyi 2t.o' cointable donde 
apaunc;a i;::o an it , loi c: al ltodchid aent e cCIrp i , como se muestra 
en la ,p 1 l i py1] i arr tni c ltotilt, so cOaio Anexoi a on (.; iljutinta 

5. 

2) Al sciia in in pa ll iiVii A'ilim iii 1126 tclnlic ialmtn t f'ondos de AID 
para so t_tap.a 212_i pat.n :7;. 


Par trat r IW s i:i] i i-iI un procodimieto pllramente mecnico , comb 
lO on & .;acArIc a 'ada emplcado adminitrativo dos cheques, unoc. to 

de fndori)s dr A i , un, do tii do; de 
iALM piala coril]emtiritar los sueldos, 
se emit i. jn ,1, i '. it p Ic1el tt a] (it,] nic(ldo a i aida empl.e ado admi­
nistratti v, v I tipcui nal i i!twl irii t,,C Al.M quo cint.,rra r.I fon:do de 
AID el tot l 0 : it'Y:i'lt, 1,"ws"Plit l lt, ,t a it CAEM. 

t i 
PH", 2 oF.te i ' '1 li t a'n'!i (-n i y :c 11a pi al ini." "i .c . precisas 

a lIa c( nlatatil idnttd lit '.1 1Vi' a t: ,. icidiI' enlc W -:-iti 

3) Inclus i(r_ do ,_, iAicnti iit_t_ d lam 1i1111 ,ao idan (2 de .it i,ps Recibi-Any Ic 

dos d A II)
 

1 i ll',or ,,llt re€. l ',,o ]at
Denlt r ; 'I, lot c),';nti' (, ajlp,' ),at tslid i t ha, -r<' corr'ecci6n 

courr'egnilr i
p lt, , 1 1 relt ido (Ie lmv oW' ilmiliit'tto de turismo 
sobro lgiuicin liii] Otis ,'I(IO'vens1 r l't.;ilii:: CoiI ( 'li(' y it 1'rvi ar Iglll­
metLe 
]atI liliuni;;uicipa/,l q (e se' euIolitc'l-a a i'ihie 't.ig Cl(I 1;s cuotap lie 
cOt;ltiline de. (n p1'1} 0 1]('t rc I ia. 
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4)Ausencia de Cuntroles Gencraics del Ker'a dc procesamiento clectr Iiico 
de datos (EDP) 

Los equipos pai'a el procesamicrto uci ctr6r 10( de dal-os son de mtye­
clOeite clidqivIsc it y tai 1; 1iw3(10IIC hao Qu~avro1I;1do haiita 1la 
feclia CAEM, n") 20 1mba requeida~de ('210 procesamiato~G. / 

Para Ia ej00 UK;i (ii di(Ilt ' 'I dc It)2iiodel >00ec (or Pri',1 -v PED 
es para lo cual WC alqi t6 CS to t~juim it vsL' cunteinpiado utilizar 

elmi si Nt .ii't" qi( tit i iv I aiicMara lhe Inmdustria ac .ualmncnte 
y que ots vandil!, ;,,II- ai'i;AKA' Este material utilizardIpw10 1xcu1 se 
para el cont rol otii-Ii~ctl 

La rug I ameti: Aic i A uni o I (15 tpo de upox'ac i6ncuon2 t c61npu~to 
sno m (, : .del m i::, 'it en pu II) ( dt1 6nm~ 

5)Los cmrI ', I I.- pIi ri 6n imc et[nn deF i nidns como part df los procedi.­
mlien tios c :?li ICAENtK~d-ul.; 

I j S:cia dlei antteri or, 
q ti S Cit? t 'l doc cc~ci I;ac i6n d1t, im rc ci cte mIdjuis ici6n , no 
ha tenido icista la [clisi uinmg~mi sistuma de api icac ion en I1cumputador. 

Aqui Wo~ a PP 1 FCaC i6mi nmevial ct i lsuntido 

Se prncecderA a es;t al 1cr 1usi con troles dec tipic ac 1(n a Moria dec con tar 
con cilos alI inicio dcl runcionanilento (1e1 proyecoa. 
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Reporte sobre el Cuinpliinnto con los 'Pfrmi nos del con'eri o Vy las leycs 
y Regul ac iones Api icab] es 

1) CALE tot!"e'ttifiit dolii lltlosLtJ notihie la rerita cuiandoIli)i tll~~ Menones 


pag onvc Io H21ILr Lo ; y 511115_i I es,
 

M~:Iara IK'2 I''o.ivia! i.-i cunmplido con lai ilscvi pci 6n (7~lc)m Agente Hetcncdor 
-lilt t. la I C l iOii inSSI.11torn5115 co(1 fecha 53 de abr i de 
I1.)8h,~ n ictWMi 1 .\'tivailttI 

Ci)I~cIa1)l Il ti't I lt~oniiiptII 

y a! lui i . 

Fri c tISiit ai in sanvc(2 pits ih 

c ioniadIr t il r! Woirmvl do lo 

qie 11() up cW Ii , i-iit 

mulI gaf! a ;v a Niiw5l-aio dtt 

camia de to II Si t'l ItlI Ai 

AN~i de Mara11. I-lpsi-ap iai nw 

s(' 12:10 -1illip 1 p 

C01i1I lipt (-I 11)1 I Pil-, doI 

vc2,J1t?'Sada laoll A nilmero 14I306-5 y hra 

oni lull pa)gits dic :-.teldio:;, liononiarios 

(i-do I 30) diel impmti s j M e) nQhttt hi men ­

and(1 lLvi dot 

I la c \Snt Ph- 1 

nd I P -dilic 

imputo :hpto 

PvII I 111i%, (NU", meircitinar 

(ICt it "), uetlitrs pro­

ii i K 111lmclt nc ; por el 

I Unt 

Agunto- itRut-uop 

ox i-nc :a Ia.1 1111It a ctIl 

ll- doi Uongics'!'(ui 

a- venia in scri-p­
an tn,') Po. ipivraro 

)R-nI p11c t(- en dri 

' Le.Ki-iy del 

2) Al 16 t , s -t' do w, ol Pri 'C t I cit~ ', ct I111 a inii Iadiit i ic Ill m nte 

tielidoi'e a i- '52i d15i tdi sr 2 KI ryc "-21y' spl habi a lyce tOino lI) 

derselh i) ietLt ON un(111 It'utva Sa Iil y'l WP Di Aiz Pr11Vatfconcto 

djc 'rtoctc 1CI l AuP do 1ii l di wS llT I it' iI't-lsc.m 

1)" (itto lI'11ntt) Heckeli' INI. 

Adjunto: Anexos 

C.C. 



APIINDI X 2
 

PEPI' 1)ISfm l P, IT l ( , 

No. of Copies
 

AA/ I,AC
 

F4
 

Director, !SAIDGuateinla 5
 

AAA/SEP 5
 

IAC/CAPiG I
 

LAC / CONT 1
 

LAC "DR 1
 

LAC/DP 1
 

IG1
 

D/IG 1
 

I G/ADTM/CjP S
 

Other RIG/As l
 

IG/PPO 2
 

IG/IC I
 


