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MEMORANDUM
 

TO D/USAID/Honduras, John A. Sanbrailo
 

FROM RIG/A/T, Coinage N. Gothard, Jr. 

SUBJECT: Audit Report No. 1-522-89-54-N, "Audit of the
 
Institutional strengthening and Private Voluntary
 
Organizations Federation Assistance Projects and the
 
National Breast Feeding Program Managed by the
 
Federation of Private Development Organizations of
 
Honduras (FOPRIDEH)"
 

This report presents the results of a non-Federal financial
 
audit requested by your Mission of the Institutional
 
Strengthening and Private Voluntary Organizations Federation
 
Assistance Projects, USAID/Honduras Projects No. 522-0266 and
 
522-ESF-0280, and the National Breast Feeding Program,
 
USAID/Honduras Project No. 522-ESF-0313, managed by the
 
Federation of Private Development Organizations of Honduras
 
(FOPRIDEH). The certified public accounting firm of Price
 
Waterhouse prepared the report, which is dated September 13,
 
1989.
 

The Purpose of the Private Voluntary Organizations Federation
 
Assistance Projects is to assist FOPRIDEH in providing technical
 
and financial assistance to private voluntary organizations
 
(PVO's) designed to increase the productivity, employment, and
 
income of the rural and urban poor. Completion dates for
 
Projects No. 522-0266 and 522-ESF-0280 were extended to March
 
28, 1990 and March 31, 1989, respectively. Project No. 522­
ESF-0313 was to provide support to the National Breast Feeding
 
Program and was scheduled for completion on February 13, 1989.
 
The audit period was from initiation of the projects on March
 
29, 1985 to December 31, 1988 and included coverage of the
 
equivalent of $4,790,820 in funds provided to FOPRIDEH.
 

The purpose of this audit was to report on (1) the fairness of
 
the fund accountability statements of the projects managed by
 
FOPRIDEH; (2) FOPRIDEH's internal control structure; and (3)
 
compliance by FOPRIDE}! with agreement terms and applicaole laws
 
and regulations.
 



In the opinion of Price Waterhouse, the fund accountability
 
statements present fairly the projects' receipts 
 and
 
expenditures for the period March 29, 1985 to December 31, 1988,
 
except that FOPRIDEH did not include in the fund accountability
 
statements L.37,065 ($18,532) provided by USAID/Honduras and
 
L.429,514 ($214,757) in interest earned on project funds. In
 
addition, there were certain questionable expenditures amounting
 
to L.47,604 ($23,802). Price Waterhouse's study and evaluation
 
of FOPRIDEH's internal control structure revealed reportable
 
deficiencies of (1) inadequate accounting records maintained by

subprojects financed by FOPRIDEH with A.I.D. funds, (2) some
 
unused subproject funds not returned to FOPRIDEH, (3) bank
 
reconciliations for Project No. 522-ESF-0313 not prepared or 
a
 
timely basis, (4) approved procurement procedures not
 
consistently followed, (5) unreconciled differences between
 
funds received according to FOPRIDEH's accounting records and
 
disbursements according to USAID/Honduras, and (6) travel
 
advances not liquidated on a timely basis. In the opinion of
 
Price Waterhouse, FOPRIDEH complied with agreement terms and
 
applicable laws and regulations tested, except that interest
 
earned on project funds was not recorded in the project accounts 
and FOPRIDEH did not receive its share of interest charged by

2VO's to beneficiaries of the credit programs. Nothing came to
 
their attention to indicate noncompliance with items not tested.
 

The draft report was discussed with FOPRIDEH and USAID/Honduras.

Price Waterhouse incorporated appropriate modifications to the
 
report based on additional explanations and supporting

documentation rrovided regarding certain findings and
 
questionable costs.
 

The Price Waterhouse report contains six recommendations on
 
internal controls and three recommendations on compliance. We
 
have summarized the most significant findings and related
 
recommendations for inclusion in the Office of the Inspector

General's audit recommendation fcllow-up system:
 

Recommendation No. 1 

We recommend that USAID/Honduras:
 

a. 
require the Federation of Private Development Organizations
 
of Honduras (FOPRIDEH) to properly account for all project

funds by reconciling the difference between FOPRIDEH's
 
records and the funds disbursed according to USAID/Honduras
 
or reduce the remaining available project funds by the
 
unreconciled difference of L.37,065 ($18,532);
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b. 	require FOPRIDEH to record in project accounts the-L.429,514
 
($214,757) in interest earned on project funds and any other
 
interest earned on project funds; and
 

c. 	negotiate a settlement for the L.47,604 ($23,802) in
 
questionable costs included in the Price Waterhouse report
 
dated September 13, 1989.
 

Recommendation No. 2 

We 	recommend that USAID/Honduras require the Federation of
 
Private Development Organizations of Honduras (FOPRIDEH) to 
improve its internal controls and compliance by:
 

a. 	requiring private voluntary organizations (PVO's) with
 
subprojects financed by FOPRIDEH to maintain adequate
 
accounting records to properly account for A.I.D. funds;
 

b. 	preparing monthly bank reconciliations for Project No. 522­
ESF-0313 on a timely basis;
 

c. 	ensuring that approved procurement procedures, which require
 
purchase orders and competitive bids for all purchases, are
 
followed;
 

d. 	requiring unused funds provided to PVO's for sub-projects to
 
be immediately returned to FOPRIDEH; and
 

e. 	requiring PVO's to return FOPRIDEH's share of interest
 
income charged to beneficiaries of credit programs, in
 
accordance with agreement terms.
 

Please advise this office within 30 days of actions planned or
 
taken to clear the recommendations.
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Representada por 	 Apartado Postal 20541 Apailtdo Postal 563R Rodriguez y Asociados 	 Comayaguwa, D C San Pedro Sula, Cortes 
Honduras. C A Honduras, C A 
Teleono 3-1911 	 Telefono 53-3060 
Telefax 31-1906 	 Telefax 52-6728 

Price Ihi(rhoulse 

September 13, 1989
 

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

Dear Mr. Gothard: 

This report presents the results of our audit of the Institutional 
Strengthening and Private Voluntary 
Organizations Federation
 
Assistance Projects, USAID/honduras Projects No.522-0266 and 522­
ESF-0280 and of the National Breast-Feeding Program, USAID/Honduras
Project No.522-ESF-0313, managed by the Federation of Private 
Development Organizations of Honduras (Federacion de Organizaciones
Privadas de Desarrollo de l{onduras-FOPRIDEH), from March 29, 1985
 
to December 31, 1988.
 

BACKGROUND
 

FOPRIDEHI was created in June 1983 through Resolution No.66 of the
Government of londuras as a nonprofit organization with an 
indefinite life Its main offices are located in Tegucigalpa,
Honduras and its main purposes are: a) to promote the unity of 
private dev lo .,,lt 'ct nivt ion. in Honduras; :) to promote the 
interchange of e>:pem.r. , human resources and materials; and c)
to facilitate comun i t ion i t...'n private organ i zat ions,
 
government 
 ent ti te and nt rnat i on I i nst i tut ion,. 1OPRIDEH's 
resources coris:.t of s.veralI grants obtained from the U.S. Agency
for Intenational W.v ,lopment in HIondura s (USAlD/Honduras) , the
Population Counci I , I W. Go','ernnt (i Honduras (GOHl) and other 
dcnor: as ' . 1 as:. in o r-' " ' :; 1 rnO. t r e g rants. 

In March 105 , UNAI,,<oniur-,,; ,lTr<vd the IOIPI DII institutional 
Strengthening and 1r ,ito Vol unti ry Organi z-at ions Federation 
Assistance Project:;, USAID)/Honduris Projects No.522-0266 and 522­
ESF-0280, respectival y. The project:s' goals were to provide
support to FO }IP Hi to develop it:; technical and financial 
assistance to Priva te Voluntary Organi zations (P'VOs) in Honduras. 
The projects included three components: a) institutional 
strengthening; b) development of activities including sub-project
financing a nd :;l, i i I I act ivitie sub-components ; and c)
administrative support. Funds in the amount of US$500,000 and 
L1O,000,O00 (equivalent to US$5,000,000 at the official exchange
rate), respectively, were provided for the two projects. The
projects' assistance completion dates were scheduled for March 28, 
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1988 and March 28, 1990, and then were changed to March 31, 1989
 
and December 31, 1990, respectively.
 

Assistance provided 
under these projects was primarily for
 
activities specifically designed to increase the productivity,

employment and income of the rural and urban poor. 
The immediate
 
recipients of project funds were those bona PVOs
fide which

qualified under FOPRIDEH's institutional eligibility criteria and
 
whose sub-project proposals met eligibility requirements.
 

In 	 December 1985, USAlD/Honduras and FOPRIDEH signed a new and
 
separate agreement for a total amount, 
after amendments, of

Ll,715,000 (US$P57,500) , to provide support to the National Breast-
Feeding Program (Programa de Apoyo a la Lactancia Materna - PROALMA 
Ii) USAID/Honduras Project No. 522-ESF-0313. This program is
 
controlled by FOPRIDEHI through its own set 
of accounting records
 
but the financial information is consolidated with that of projects

522-0266 and 522-ESF-0280 at the end of each accounting period.

The project assistance completion date was scheduled for December
 
15, 1988 and extended to February 33, 
1989.
 

AUDIT OW FCT_yES ANI) SCOP.
 

We 	were engaged to conduct 
a financial audit of the Institutional
 
Strengthening 
 and Private Voluntary Organi zations Federation
 
Assistance Projects and the National Breast-Feeding Program managed 
ny the Federation of Private Development Organizations of Honduras 
(FOPRIDEH) from March 29, 1985 to December 31, 1988.
 

Our audits were performed in accordance with generally accepted
auditing standards and the Jnited Sta"t;: Comptrol ler General's 
"Government Auditing 	 (1988Standards" <evi'sion) and accordingly
included the review of docu entation, account ing records, internal 
control structure and such other i w Ii t pp ro(c;edu re as we 
considered necessary in 	 thec rc.:,tinc. to (Indterrii ne whether: 

I) 	 The I und account.I) i I it', ,.tt , . .I the In.titutional
 
Strengthening and Pr ivt, 'lunt ,ry (a 
g. ni 'ation,; Federation 
Assistance Proj ects andrpi it iona I breastt-Feed i ng Program,
USAID/Hlonduras Projects No. ,2P-0 5;2-K;F-0280 and No. 522­, ,

ESF-0313, managed by 
 "OPS IDEH, pr(s,nt fairly the projects'
receipts and expenditures; rom March 29, 1985 to December 31,
1988, according to th,_ torems; o1 the agreorents, identifying 
any unsupported costs or those not considered appropriately 
allocable or allowable under the agreements. 

2) 	FOPRIDEJt's internal control structure is adequate for the
 
projects' purposes.
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3) FOPRIDEI is complying with 
the terms of the agreements and
 
applicable laws and regulaticns.
 

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

Receipts
 

Confirming directly with USAID/Honduras the funds provided to
FOPRIDEH under the projects No. 522-0266, 522-ESF-0280 and 522-ESF­
0313. 

Sub-project financinq activities 

Reviewing all sub-projects files to evaluate the control procedures

regarding the I inancing; policies and eligibility of project
beneficiaries according to the agreements No. 522-0266 and 522-ESF­
0280.
 

Visiting the 'sub-project, in the field and interviewing the
projects' No.522-0266 and 522-ESF-0280 beneficiaries on a selective 
basis (40% of the total) to determine if they were receiving and 
using the funds as specified in the agreements. 

Bre a st-_elVe i ncg_ rog rl 

Visiting the head olf ices of the counterpart institutions to
determine the receipt of technical assistance and training as 
specified by the agreement. 

is;bur/ment:f; I or n rat support. ofado 't ye the projects 

Review ,ng -,lect basison a ive the adequacy of documentation of
representat-ive di! ,bur:;ement.; (83% of the total) for administrative
suppolt of the i oj( is to ass,'ure ourselves that they were properly
documcnted, t IIc ,1rid Il1owab e in accordance with the 
agreements;,, and p1rop,.r1y rccorded and accumulated in corresponding 

PIKSUL1'S OF AIJO 1'1 

Yund Account aj) iiI t .t ,it: e :nt.; 

7n our opinion, except: Ior the of ects of not including in total
funds received !,omre! rEcejpts from USAID/Honduras amounting to
1,37,065 (U;$18, 532) and certain revenue.; amounting to L429,514
(US$2]4, 757) for i nt eret eArned on pro ject funds, which was
recorded in non-pro e:t ,)ccount ,and certain,,; questionable
expenditures amounting 1,47,to 004 (US$23,802), the fund
accountability statement:; of the ln;titutional Strengthening and
Privdte Voluntary Organization; Federation Assistance Projects, 
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USAID/Honduras Projects No.522-0266 and 522-ESF-0280 and of the
 
National Breast-Feeding Program, USAID/Honduras Project No. 522­
ESF-0313, managed by the Federation of Private Development
 
Organizations of Honduras, present fairly, in all material
 
respects, the projects' receipts and expenditures for the period
 
from March 29, 1985 to December 31, 1988 in accordance with the
 
terms of the respective agreements with USAID/Honduras.
 

Internal Control Structure
 

We studied and evaluated FOPRIDEH's internal control structure and 
control risks in order to determine our auditing procedures for
 
the purpose of expressing an opinion on the fund accountability
 
statements of the projects and not to provide assurance on 
FOPRIDEH1's internal control structure. We noted the following 
findings, that we consider reportable conditions under generally

accepted auditing standards and the United States Comptroller
General's "Government Auditing Standards" (1988 Revision). 

1. 	 FOPRIDEI's off icers and employees did not liquidate travel 
advances on a timely basis.
 

2. 	 Sub-projects financed by FOPRIDEI with USAID/Honduras funding 
did not maintain appropriate accounting rcc7ords to allow tor 
adequate I inaincial control by FOPRIDEF 's officers. 

3. 	 Unused ;ub-project funds which were on a stand-by basis were 
not -e.tUIrIed to FOI ID . 

4. 	 Bank reconcili ations were not prepa_;red for project 522-ESF­

5. 	 I.pproved procurement procedures were not folliwed 
conl",; ,t f lt I y. 

6. 	 FOPk]I)IH (lid not reconcile 'unds received from USAID/Honduras
 
to I Url :; recordod in its accoulltina records.
 

A( r',;riwnt a; and 
Pequt~ i t ](;I) 

cnp 	 ir-.Iace ii I h T rms ol. rIC, , ,, AppliccAble Laws 

Except I or 1"1 1<1 DEll not. recordi nq In pro )ect. iccounts the interest 
earned on pr(j ect lurd!;, and not receivinq tho portion of. interest 
inCon on tti,. ,.,]I-p'roj t, , credit rogr, '; , as; ep a i ned in f ind i ng.
No. I and , of thil,; rep, rt, the: re;ult!; of our test'; indicate that 
with respect to tlhe itern.; t ,es,tedFOATI )tLII comp lied, in all material 
re;pect.- , w ith the term; of the aqreement; ;in( appl i cable laws and 
regu it i on,;. Wi th res;pe,.ct to i terns; not te:ed, nothi ng C(Ame to 
ou1r dtt,,nt ion thlt c'iuse',d u; to bol i eve that: "OI>I Del had not 
compl i _d, in aa l materjol re.s;pect..., with those-ns;.prov i.s We also 
noted certai ri reportabl1e .1 n;tance; of non-compliance which we 
consider non-material and have inclided a fi indinq 3 in this 
report. 
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MANAGEMENT COMMENTS
 

This report was discussed with FOPRIDEH and USAID/Jionduras
 
representatives on August 1, 1989. Additional 
explanation and/or 
evidence regarding certain findings and costs initially questioned 
were provided and, where appropriate, changes have been 
incorporated into this report. 

Written comments from USAID/Ifonduras are included in Appendix I. 

Price Waterhouse 
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riCe 1lf('eholio. 
INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY 

ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS AND
 
NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS 
USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND
 

522-ESF-031 3 

FUND ACCOUNTABILITY STATEMENTS
 
FROM MARCH 29,_985 TO DECEM3ER 1988
j31 


Report of Independent Accountants
 

We have audited the accompanying fund accountability statements of
 
the Institutional Strengthening and Private Voluntary Organizations 
Federation Assistance Projects, USAID/Honduras Projects No. 522­
0266 and 522-ESV-;}.-0280, and the National Breast-Feeding Program,
USAI D/Hionduras Project No. 522-ESF-0313 (the projects , managed by
the Federation of Private Development Orgwizations of Honduras 
(Icaeracion do Organi 2aciones Privadcta; de I;arrollo de Honduras­
IOISI<]Dt.i)1) I rom March 29, 1985 to )ecemnber 1, 1983. These fund 
a ccountabii s t a et are the respons,aent; b i lity of 1OPPII)EfH' s 
manaqement. Our re'.:pnowibil ity is to (xpre;:s an opinion on these 
fun account d i I it y :.t t: imont:; ba'sed on our aud its. 

n,' coC>Idn (,,t;i t:; in ,ccerda ;, ':It ii (en ral 1 y accepted 
naLld t in1 ' tir l:!' 1 14 d oifld llnitiit ' mptro] Ier General 's
 
" )rv.rlnm, t A.4 
 1 i , :;t n t ida:;" ( 158A k v i :; ;in). Thos;e standards 
requ ir( t h,it we, 1; ,i n ,,w I If or -n t le au 1it1 to obta in rea onab e 
a!,-'11IrITnIC , , I t .-I l ttI., t h,. I u i(dacc:un t aKi I it y taterm nt,5 are free 
(! ; tt41 ii 1 ;l: t An ,uidit in,':lu no:- ">:, mininq, on a .tA t.1wtl;,.t .
 
Ia! 1 .", n ; f r t I(j t a c it ; ,tI t (i i 7o ;orE:; i n the fund 

.0~~yIi All ,1;I I a I! 1 i in:.-Iud :;w; the, 
.'( ni li, I" ipIl!.:; , nd ':;io ii,1:' ! ,.t.imate:; 'tadE bya: 

r~tzt~,.::!, '..eI]" ,1: ov i o;,the, ovillt; iitk lund accountaibility 

sn tti44n1K: prww;.nt i w. nv I "Uair ii :; aWe 141 1(V it d f id~(e. 4t],l.i:;i:;1 1i, Il1t, I()i eari upfitminnIi. 

()t cel taill
A:; 1 !ci1'':;:;. , , l('V('liO 2; Ii7,,ulltinq to 14, , 579 lor 
!"110lf'it:; I1A1~:11 D;'t/Iniluro!; ondi i nt 4r4t 'lrrnt'(] ui rj(ct

fun5d:; w're not r-norl,- in lwpm 't ,tc(coll!t; ,i (_'O.ns u(hli t-ly, were 
not. incI w 1n111thLit'*t(('( in irai lI fuivi om('nlntoii ity statements. 
Add itionllt ,e tt ;I qnt-'t ; ili'' t he,, t, (4,/t ain ,ln t xpenditures 
amount ing to I1 /, ,0, :; (lan;cril,*'i d in Hot. 5. 
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In our opinion, except for the effects of not including certain
 
receipts and revenues earned on project funds and except for the 
effects of certain questionable costs, as discussed in the 
preceding paraigraplh, the fund accountniiity statements audited by 
us, proesent fa i rl y, in all materia l respects, the projects'
receipts and expenditure for the peri, l rom March 29, 1985 to 
IDecembor 31, q88 , in accor-dance with t:he t erm's of the agreements
522-0266, n22-ESF-.-2 and 522-EF-03 13 with the U.S. Agency for 
International I)eve lopm,'nt. 

This report is intended ;olely Ior the use of the U.S. Agency for 
Internat ional IDeve !opment ard FI) This restriction is notY01 11. 
intended to limit the distribution oi this report which, upon 
acceptance by the Ottice of the Inspector General, is a matter of 
public record.
 

June 14, 1989
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INSTITUTIONAL STRENGTHENIN5 AND PRIVATE VOLU TAPY 
ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS AND
 

NATIONAL BREAST-FEEDING PROGRAM
 

MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 
USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND 522-ESF-0313
 

.............------------------------------------------------------


FUND ACCONTABILITY STATEMENTS
 

FROM MARCH 29, 1985 TO DECEMBER 31, 1988
 

(expressed in Lempiras - Note 1) 

VARIANCE (NOTE 5)
 

WITH 
 AMOAJNTS
 
BUDGET 
 A C T U A L BUDGET QUESTIONED SUSPENDED
 

Receipts:
 

Grants
 

522-0266 L 1,000,000 L 740,915 L 259,085 L 37,065 
522-ESF-0280 10,000,000 7,016,000 2,984,000 
522-ESF-031 1,715,000 1,700,000 15,000 

InterLest earned:
 

522-ESF-0280 

404,534
 

522-ESF-0313 
 124,726 (124,726) 24,980
 

TOTAL RECEIPTS L12,715,000 L9,581,641 
 L3,133,359 L466,579
 

Expenditures:
 

522-0266
 

Consultant 
 L 565,696 L 526,639 L 39,057
 
Travel expenses 
 40,580 23,906 
 16,674
 
Training 
 286,194 ZC2,347 83,847
 
Capital ccsts 
 107,530 51,765 55,765
 
Operating costs 
 2,207 (2,207) 

Total 522-0266 1,000,000 806, 8&.. 193,136 

522-ESF-0280
 

Ackninistrative support
 

con"row.nt 
Peronw.l cost; 
 1,240,678 1,02n,982 
 219,696 L 1,097 
Travel pF'n'.e; 121,986 76,227 45,750 
Protwition arn puJblications 31,91! 27,893 4,020 1,946
 
Trailning 
 111,681 138,115 
 (26,434) 

Technical a.s ,irtce 44,678 28, 62 16,050 
Operating cu!;Zs 218,265 206, 897 11,368 L15,431 
Capital costs 
 134,572 123,654 
 10,918
 

......................................... 
 .......
 

1,903,773 1,622,396 
 281,377 3,043 L15,431
 
Sub-Projects 
 8,125,000 3,631,302 4,493,698
 

...... .. .. ......... ........... ......... 
 .......
 
Total 522-ESF-0280 
 10,028,773 5,253,698 4,775,075 3,043 
 L15,431
 

...............
.............................................
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FUND ACCONTABILITY STATEMENTS
 
FROM DECEMBER 16, 1985 TO DECEMBER 31, 1988
 
-.-------..-------.----------.------.-----­

522-ESF-0313
 

Operative support comporent:
 

Personnel costs 


Travel expenses 


Promotion and pub[ications 


Training 


Evaluation costs 


Operating costs 


Capital costs 


Admiinistrative support
 

component
 

Administrative costs 


Capital costs 


Professional services 


Incidental expenses 


Professional fees 


Total 522-ESF-0313 


Total DisbJrscrents 


(Deficiencies) Excess of
 

receipts over disbursements
 

(Note 4) 


(expressed in Lempiras - Note 1)
 

VARIANCE (NOTE S) 
WITH AMOUNTS 

BUDGET A C T U A L BUDGET QUESTIONED SUSPENDED 
------ ----------- ------ ---------- --------­

986,865 927,853 59,012
 

91,303 84,060 7,243
 
41,323 36,755 4,568 L 4,935
 

72,328 35,467 36,861
 

93,350 81,354 11,996 L 1,336
 
92,020 133,810 (41,790) 22,859
 

70,809 70,890 (81)
 

1,447,998 1,370,189 77,809
 

159,541 146,555 12,986
 

7,021 5,921 1,100
 

34,421 34,421
 

1,853 1,462 391
 
64,163 67,830 (3,667)
 

266,999 256,189 10,810
 

---...------.----....-................................
 
1,714,997 1,626,378 88,619 4,935 24,195
 

--...
-----.................................................
 
12,743,770 7,686,940 L5,056,830 
 L 7,978 L39,626
 

L (28,770) 11,894,701
 



INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY
 
ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS
 

AND NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 
USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND
 

522-ESF-0313
 

NOTES TO THE FUND ACCOUNTABILITY STATEMENTS
 
DECEMBER 31, 1988
 

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES
 
The significant accounting policies adopted by FOPRIDEH to manage
 

the projects are summarized as follows:
 

Basis of accounting
 

The accrual basis of accounting is used in recording expenses, but
 
receipts are generally recorded when collected.
 

Fixed assets
 

Fixed asset acquisitions are charged at cost directly to the
 
projects and are not depreciated.
 

Severance compensation
 

Severance compensat-lon for employees of the projects, accrued
 
according to length of service, nay be payable to them in the event
 
of dismissal under the terms of the Honduran Labor Code. 
 No
 
definite liability in this respect existed as of December 31, 1988.
 
However, FOPRIDE! had a cash fund of approximately L115,000 for
 
severance payments, which was paid to the beneficiaries in May
 
1989.
 

NOTE 2 - EXCHIANGE RATE 

The records of the projects are kept in Honduran lempiras. The
 
official rate of exchange of two lempiras for one United 
States
 
dollar has remained constant for many years. All transactions in
 
U.S. dollars were translated into lemp~ras at the official rate.
 

NOTE 3 - HISTORY AND OPERATION OF THE PROJECTS 

The Institutional Strengthening and Private Voluntary Organization 
Federation Assistance Projects were approved by USAID/Honduras in
 
March 1985, through agreements with FOPRIDEH.
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The purpose of the projects was to provide support to FOPRIDEH to
 
develop its technical and financial assistance to Private Voluntary
 
Organizations (PVOs) in Honduras. The assistance was used 
primarily to increase the productivity, employment and income of 
the rural and urban poor. The project assistance completion date 
is December 31, 1990. 

The National Breast-Feeding Program was assigned to FOPRIDEH by 
USAID/Ilonduras through a grant agreement dated December 20, 1985.
 
The purpose of the agreement was to provide technical assistance 
and training on breast-leeding and maternal-child nutrition through 
tne National Family Planning and Breast-Feeding Program of the 
Ministry of Health of Honduras. The program assistance completion 
date was February 13, 1989. 

NOTE 4 - EXCE_S OF TS OVER DSBURSEMENTS 

The excess of receipts over disbursements is represented by net 
assets in the books of FOJ'RIDEH as follows: 

PROJE."CTI NUMBHER 
522-0206 522- SF-0_280 522-ESF-0313 TOTAL 

Assets: 
Cash 

in baiik (a) L 7,935 L ,738,712 L196,712 L1,943,359 
Accounts 
receivable (b) 2,169 27,537 23,424 53,130 

Other 
assets 4,445 14,546 18,991 

Deferred 
amount 11,092 11,092 

i\eceivabl e 
from FOII]I)ZI: 35,846 35,846 

Tota 1 
assets 14,549 1,827,733 220,136 2,062,418 

Liabil1iti]ei;: 

Accounts 
payable (c) (25,000) (65,431) (21,788) (112,219) 

Payable 
to FOPRIDElf (55,498) (55,498) 

Net assets L(65,949) L1,762,302 L198,348 L1,894,701 
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a) 	 The bank account related to project No.522-ESF-0313 was not
 
reconciled by FOPRIDEH and the bank statement reflects a
 
balance of L220,461 at December 31, 1988.
 

b) 	 These accounts receivable are from officers and employees'
 
unliquidated travel advances and other expenses.
 

c) 	 Certain accounts payable related to project Nos.522-ESF-0280
 
and ESF-0313 amounting to L37,219 were not clearly identified
 
in the accounting records, consequently, the respective costs
 
have been questioned in this report.
 

NOTE 	5 - QUESTIONABLE RECEIPTS AND COSTS
 

Amounts
 
Receipts Questioned Suspended
 

Interest earned on project funds 
in savings accounts and time
 
deposits.
 

522-ESF-0280-Interest not recorded L404,534
 
522-ESF-0313-interest of L149,706,
 

of which L24,980 was not recorded
 
by FOPRIDEI1 in project accounts
 
and consequently, not reflected
 
in the accompanying fund
 
accountability statements. The
 
remaining 1,124,726 was properly
 
recorded by PROALMA in the
 
program's accounts. 24,980
 

429,514 
Income from project funding not
 

recorded by FOPRIDElf (see finding
 
No.6 on page 21) 37,065
 

L466,579
 

Disbursements 

Operating and Administrative Costs L 7,978 L 39,626
 

L 7,978 L 39,626
 

See details and explanations in 
Exhibit I, Page 13 to 14 of 
this report. 
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INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY
 

ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS AND
 

NATIONAL BREAST-FEEDING PROGRAM
 

MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 

USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND 522-ESF-0313
 
..................................................................
 

EXPLANATION OF QUESTIONABLE COSTS
 
----------------------.------..--


PROJECT NUMBER YEAR 
 DETAIL 


OPERATING AND ADMINISTRATIVE COSTS
 
.................................
 

PERSONNEL COSTS
 

522-ESF-0280 1988 a) 	Amount reflected in the fund accountability state­

ments in excess of the amount recorded in books. 


PROMOTION AND PUBLICATIONS
 

522-ESF-0280 1986 a) 	Costs charged for cocktails and gifts made to
 

the AID Director in Honduras. These costs
 
are not allowable under the agreement. 


OPERATING COSTS
 

522-ESF-0280 1988 a) 	Costs charged to project with credit to
 

accounts payable, for which there were no 
supporting doc1cLot 

PROMOTION AND PUBLICATION
 

522-ESF-0313 
 1987 a) 	Check No.1309 for payment of .ehicte insurance.
 

The vehicle a Toyota land Cruiser, i',not part
 

of the project's fixed avccts. 

522-ESF-0313 1988 b) 	Check ; No.1948 and 2003 for pytents of repair 

services for 	 the same vehicle mentioned above. 

Carried forward 
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EXHIBIT I
 

(1 of 2) 

AMOUNT
 
QUESTIONED SUSPENDED
 

L 1,097
 

1,197 

1,946
 

L
1 15,431
 

3,043 L 15,431
 

3,895
 

1,040
 

4,935
 

L 7,978 L 15,431
 



PROJECT NUMBER YEAR DETAIL QUESTIONED SUSPENDED
 

. .. -----
----- -- .. ... 1-- ----- ---- - - -- -

Brought forward L 7,978 L 15,431
 

EVALUATION COSTS 

522-ESF-0313 1988 a) Amount fufLected in the fund accountability 

statenents in excess of the amount recorded 

in books. 1,336 

OPERATING COSTS 

1.336 

-------­

522-ESF-0313 1988 a) Check No.2090 for repair services. 

These costs were not adequately 

documented as proper inclusion as project 

costs. 1,071 

b) Costs charged to project with credit to 

accounts payable, for wrich there were no 

support ing doctnCvnts. 21,788 

22,859 

24,195 

TOTAL OPERATING AND ADMINISTRATIVE COSTS L 7,978 L 39,626 

14
 



Represtentada por AprtiI Iflct l :,0511 Aprmlid Pw';rl 563 
R Rodriquez yAociados O 'JCjSI)D P mu M Corn 

Hm YqC A H"Ndurn, C A 

RA , 31 ' 9 11 Ti !Oorio b3 3060 

yr,'IJhlerhll.' 

INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY
 
ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS
 

AND NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 
USAID/HONDURAS PROJECTS Nos.52:2-0266 522-ESF-0280 AND
 

522-ESF-031 3 
IN'T NA CCONTRLTUC9 L c E 

Reort o_ Independent Accountants 

We have audited the fund accountability statements of the 
Institutional Strengthening and Private Voluntary Organizations
Federation Assistance Projects, dSAID/londuras Projects No. 522-0266 
and 522-ESF-0280, and the National Breast-Feeding Program, 
USAID/Honduras Project No. 522-ESF-0313, managed by Federation of 
Private Devel opment Organizations of Honduras (Federacion de 
Organizaciones Privada, do Desa rroi-o1 de Hlonduras-FOPPIDEI) from 
March 29, I98 to lecember 31, 1988 , and have issued our report 
thereon dated June 14 , I'55. 

We conducted our audit. in ,iccordance witlh generally accepted 
auditing standards nd the United States Comptroller General's 
"Government Auditing Standa rds" (1988 Revision). Those standards 
require that we plan and prform the audit to obtain reasonable 
assurance a Lout ;,,i:t:,t the Inan accountability statements are free 
of n to r i a ] i ',tt ,''.t. 

in plann ing and per ri n our audit of the fund accountability 
statemeunts of t-'Oi'P Ia- t he perud , rca:u March 29, 19ST to 

-co .; 1, :.8, w,. f, :- i its i t,'-l c-)ntrol stracttre in
or(Jr to 1,tt. , . .. : , 11 it ,, ., , foOrrr( thi pu p ,se of 

()I i,1, 1i. ' 11 1is , ! t(s ac' : ,t, 1 it ' rstt r nt ,.; a'nd 
not. t() pr id. ,.,:;uiz-An , cm tl i rrit,o 1 ';tm rol st ructure. 

The management of I (I I 1II i!; respon,.11, I or estabi ish ing and 
maintaining ,an internal ount rol structuire. i In illing this 
respons i b i l it y, st i mt an, d j udgement s y mnagement are requ i red 
to asrnr;, th,' expcte.d b(,i, its and relt (-d cost:; of int( rnaI 
control s;t:ruc:ture pol i cie.s and procedure:;. The objectives of an 
internal control struictunre are to provide manajement with 
rea:;onabl e , but not aaxl:i e, a! ;nrali l t h.t !:;eAt:!; iire saf (guarded 
aga in:;t 1 (.a ; I i)m uNa, tthor i z.d u.,, or di ;;po i t i on, and that 
transaction; are IeXIcuted in 1((r dctIirW wttt mIn 0 g (n ?e ' snt 
authori:at:ion and recorded Iroperly t:o pflrmit the preparation of 
financ ia 1 s tatements; in a co rda nce with general ly accepted 
accounting princi p .; Iec,iu e;; of inherent. limitations in any 
intorna I control ;tructu r (I,rrors or i rregu I ar ities may 
neverthb el]:;e, occur and not be deteted. 

I ! 

http:respon,.11


Also, projection of any evaluation of the structure to future
 
periods is subject to the risk that procedures might become
 
inadequate because of changes in conditions 
 or that the
 
effectiveness of the design and operation of policies and
 
procedures may deteriorate.
 

For the purpose of this report, we have classified the significant
 
internal control structure policies and procedures in the following
 
categories:
 

- Accounting process
 
- Budgetary process
 
- Procurement system
 
- Payroll procedures
 
- Sub-project financing controls
 
- Receipts and disbursements
 

For all ot the internal control structure categories listed above, 
we obtained an understanding of the design of relevant policies and 
procedures and whether they have been placed in operation, and we 
assessed cont r'.Ii;k. 

We noted the t ollowing matters involving the internal control
 
structure and its operation that we consider to be 
 reportable

conlit ion,; under ;tandard:; (.tabl i ;hed by the American Institute
 
of Cert-it ied Plblh ic Accourlt:ants. }e;portable conditions involve 
m, tte r-, C()ITI i nI t o 01 r attont i on re I at i ng to s ini ficant 
delicienci e:; in the de:;ign or opera0tion o1 the internal control 
structure thit , in -ur uJId,;eImnt , c(ouli adversely af fect the 
entity',; ,ab iit: t Vf0(V)ord4, proc::;, s;ummarize, and report 
Ialncia d , ct:0 i ernt with th, ,'' n,.rt ion; of management in the
 

fund Ki;utl.Iv':tntntK
 

1.iV tIIPN WI; :*I r! an(! 	 did i-1at IiC]Ui(at1 trave 

2. 	 S;ub-piro ct 5 w v ' 1,'i Vat' with U;AI 1)/Hondura5 I undingf 10111I 
did not M 1nit, lL1t l pi at,, ac'count ing r-.coFd:; t () a I low for 
adequat., I niancial cont ro l by FOIT<II)EHt':, oI I cer ; 

3. 	 Unused ul,-poje() t tl:; whi:h were on a stand-by basis were 
not i(ty rnro t( UVI'IIl . 

4. 	 Bank ,(001'ilJ, t ion'; were not prepared for project h22-ESF­
(}3] 3. 

5. 	 Approved |) octu rement procedures were not toll owed 
con:;i:;tent ly. 

6. 	 [O1t IDEI did not reconcile funds received from USAIDl/Honduras 
to funds recorded in its accounting records.
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A material weakness is a reportable condition in which the design
 
or operation of the specific internal control structure elements
 
does not reduce to a relatively low level the risk that errors or
 
irregularities in amounts that would be matoriai in relation to 
the fund accountability statements being audited may occur and not 
be detected within a tim, ly per io( by employees in the normal 
course of performing their assigned furnction;. 

Our cons idlrat i on of the initerinal cuitrol :;tructtre would not 
nece:;sari ly di.;{-oI:; "a I I matter; in the in terr-nal control :tructure 
that might w. i,: ;-rtI)l condition; and, accordingly, would not 
nece:;sari ly di:n, !;, a ll reportni , condit ion:; that are also 
considered to I" mit,,-i a w,,kn :n;e,:; a:; d- ii(d abtove. However, 
we believe nctr (i i he r(iortai)i, corndition:; described above is a 
material we,kni, . 

Thi:a roel>Oi : r;; nI'1 :;<) Iy th u:, I the U. Ag(pncy for 
Internat ionaIl ,,II1)tIN and . 'lhi:; re;triction is not 
intendeui to I i:li t t i di ntri hutniof (f tiii; )rport. which, upon 
acceptance( l;, ti,,e _1 I ice, o the ln:;!>p ctor G(en r I , i, a m-'atter ofpubl i c rec,-r ,t 

June 14, 2989
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INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY
 
ORG\NIZATIONS FEDERATION ASSISTANCE PPOJECTS
 

AND NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 
USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND
 

522-ESF-031 3
 

INTEPNAL CONTROL STRUCTURE 

1. FOPRIDEH's Officers and Employees Did Not Liquidate Travel 

Advances On A rPimely- Basis 

Condition: 

The project o1 icer-:; and employees did not 1 iquidate their travel 
advances on t: i mo. in our roview we found the following cases with 
delays from , to 7 months: 

N1me I)ate of 'ralvol D)ate _of i qu idati on 

Paul Flo-:e; Gomez 02-18-8o 06-30-8(
 
Marco Paudales 09-18-86 12-31-86
 
Eloisa Martinez 03-22-87 11-02-87
 
Alejandro Duarte 02-20-g8 06-30-88
 
Gu-t~avo Casula 10-14-88 12-30-88
 

critoria: 

Internal travel rules establ ish that travel advances are to be 
liquidated within three days following the traveler's return. 

Causee: 

There was lack of supervision and control over travel advances and 
accounts receivable. 

L'II ect : 

The proj(ect, (id not include, trave] in the, appropriateipen:;
pr i od:. A:; of )DIoecolrt - 31, 1988 th re were unliquil t{ed travel 
expes;e:;. of ,pproximn .01 y L29 ,706 in pro joctt,; No. 1,22-0:J(,6 and 522­
ES'"-02,() and I,23,424 in piroject No. ! -[g'-()F, 11). It i.; not- known 
wheth,r th,.s;. e.Xpenses,.; are,4 a l ocalbl, to :.p.if ic pro jects. 
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Recommendation:
 

USAID/Hlonduras should request FOPRI DiEi's project officials to 
review travel advances to officers and employees and liquidate as 
soon 	 as practicable the outstanding balances and in thP future 
require compliance with the internal travel rules. 

2. 	 Sub-_Projects F inanced by .O)PRIDEii Wi th US;Ai Dy!on!di-w; Fund i ng
ILli Not__ M1i nta in _ Approrriate Account in Records tt_ _ l or 
Adequate _ Fi nanc i lo ntro. by_VO lE I DII' s Officers 

Condi t ion: 

In our flield observations of the use oI funds by the sub-projects, 
we observed that most ot them do not have appropriate accounting 
records to facilitate the financial supervision of the use of 
funds. 

The major deficiencie s noted we re the I () lowing: 

,tion I ;Uv by 
b) 	 Lack of ;uh; id(ia ry l,'urds-; 
c) 	 Lack o bink lze'conc'il ii I ior:; 
d) 	 Ilck of WIPI 11)1A:; 
e) 	 Ilack of v t ;'s';tem:; (.'el'r' n're:;s;ary) 

a) 	 Lack e ;e(t tc I1 11 d r() i ded FOPRIDEH 

Criteria: 

The Exhibit I) of each sub-agreement states that the sub-projects' 
impl ementing uni t:s should ma i nt a in appropriate accounting records. 

Cau 1
 

YOPI<DI)A1: had not requir d comIpl iance with the sub-agreements 
r((Jard i ni the i nt enIce of a1))pr i ate(? account i ng records and 
th ui; '' of r'rejpCo'r:;ts. 

Mi su:;, eof project I unds could occur and not be detected 
oj)portun, I y. 

v('co I'n I'(],1t i on: 

UiS;A;I 	 IHio(ndurt,:; :;h ulad i('Jpust FO)IPII)111 to uc-sure that the ;ub­
pr() jct ;' i mpiqI lm' .nt i ivi( 1i it s maintain ,ai)p)ropri ate accounting 
7" ('( 0 I (15. 1a p }tC'(' *t I t tid i In' . 

ItnUsdI ; t + e ' .' ' f} nI(I+ ; Whi,'h W'i' Onl A ;tanid-liy ;t,|tus _W v 
Not ,'etur ri t o Fd 	 IOIP I lIl 
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Condition:
 

We observed that the sub-project with CONDERH has been on stand-by
 
status since October 1987 but continues to maintain project funds
 
(L36,000) in its bank accounts as of the date of this report.
 

Criteria:
 

To improve control over cash, unused funds should be under
 
FOPRID1)E1!'s custody.
 

Cause:
 

FOPRIDEI has not issued specific instructions regarding this 
situat ion.
 

Ef fect:
 

FORIDEtt is not receiving the benefit of interest earned on these 
unused fund:;. Addit:ionally, there exist s the possibility that the 
fund; couldn 1 ue:;d I or unauthorized purplos ;. 

132;AI l),/Iiol~tii ,,:: (1 re'qu :;t ti)t 1I)t1tt to r'1uire CONI:R1 to return 
the' Inu:;, I I srt:;. I.;A I1)l)/oJnri :, ;flot ] reque-,t "OIt I [Jt1Ell to 
e:;tlbl i:;h a re'(quireIent thit any :;ub-projct fund; held by PVO's 
that ,rf riot ii t'eded Ior on-qoi n project activities should be 
rtiirn. 
4. Hnk Ile -an 1 i at: i ons Were Notopared_ 1orProject No. ,22-.SF-

Condition:
 

As of the date of tnis report, the bank reconciliations for the
 
month:; of October, November and [)ecember 1988 had not been prepared
 
by 1(l] ITI.
 

Crit.ria:
 

Bank r,.conci I iat ions are a key control in the receipts and
 
di !;thur; .ment,; system.
 

Calu., :
 

The preparation of bank reconciliations was not required by
 
FOP'PI11)I.I' s management.
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Effect:
 

Errors in cash transactions could occur and not be detected
 
opportunely.
 

Recommendat ion:
 

USAI /Honduras should request FOPRIDEH to prepare monthly bank
 
reconci iattion; on a timely basis. 

5. Aprroved 1'rocur(m' nt P-ocodires Were Not Followed Consistently 

Condit in: 

In our selective te;ts we lound many disbursements for purchases 
without pu rchase orders and bids. 

Cri t, :i: 

"OPRIDti's procurement manual requires purchase orders to be 
prepared and bids to be obtained for all purchases.
 

FI'1' 11:11's management was not adhering to these requirements for
,all Purcha,,ses.
 

.M
1 ect:
 

There is a risk that FOII1)1E could make purchases with terms and 
conditions not authori zed a nd/or not advantageous to the project. 
AI so, their own procurment procedures were not being followed. 

:;A I[Ittic tira:, ';lou ld rogtu,,:,t teIb'I [2f11 to ,dhrne to establ ished 
p)rC)*iJI',' it prt-)v'i'Quvti nit oii, '; to) ,Aiwu. t hit a l purchases 
are appropriate ,i:(l u :,,it d prior to) poymlt. 

ocono ilunl:;Fu I(ivd 

tolund; t'cordd In Its; Aoccountinj Prords­

6. o(PII: DIid Not 'ds From PSAl[jHonduras 

Condi tion:
 

I)i 1 e0 : 'sn betwee lund:; re(cordd in FOtRII-). ':s books and funds 
conf irmed ,s di:,bursed by ",,A follows:I D/ londura s are as 
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Amount recorded
 
Agreement 	 FOPRIDEH 
 USAID Difference
 

522-0266 	 L 740,915 L 778,000 L( 37,065) (a)

522-ESF-0313 	 L1,700,000 L1,715,000 L (15,000) (b)
 

a) 	 This difference could not be c A-ified by FOPRIDEH's
 
accountant, and is considered questionable in the fund
 
accountability statement.
 

b) 	 Transfer of funds was not remitted to FOPRIDEH by tne Central
 
Bank as of December 31, 1988. But the difference was
 
clarified and received by FOPRIDEH in 1989.
 

Criteria:
 

Reconciliations of funds received should be made monthly.
 

Cause:
 

Management was not aware that differences existed between funds
 
recorded by FOPRIDEH and funds provided by USAID/Honduras. 

Effect: 

Funds provided by USAID/londuras have not been properly accounted 
for. The unreconciled difference is questioned in this report. 

Recommendat i on: 

USAID/I{ondurw, should obtain from FOPRIDEH a complete explanation
of the dif[1efrnces between funds recorded in FOPRIDEH's books and 
lunds disburse by USAID/Honduras or reduce the remaining available 
project funds by the difference. 
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INSTITUTTONAL STRENGTHENING AND PRIVATE VOLUNTARY
 
ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS
 

AND NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 
USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND
 

522-ESF-03 13 

COMPLIANCE WIT THE TERMS OF THE AGREEMENTS AND APPLICABLE 
LAWS AND REGULATIONS 

Report of Independent Accountants
 

We have audited the fund accountability statements of the
 
Institutional Strengthening and Private Voluntary Organizations

Federation Assistance Projects, USAID/Honduras Projects No. 522­
0266 and 522--ESF.-0280 and the National Breast-Feeding Program,

USAID/Ionduras Project No.522-ESF-0313, managed by the Federation
 
of Private Development Organizations of Honduras (Federacion de

Organizaciones Privadas de Desarrollo de Honduras-FOPRIDEH) from 
March 29, 1985 to December 31, 
1988, and have issued our report

thereon dated June 14, 1989. 

We conducted our audit in accordance with generally accepted
auditing standards and the United States Comptroller General's 
"Government Auditing Standards" (1988 Revision). Those standards 
require that we plan and perform the audit to obtain reasonable 
assurance about whether the fund iccountability statements are free 
of material i_ statement. 

Compi iance with the terms of the agreements and appli cabl e laws and 
regu ilation.; i'; the responsibilityy ,I o iOIRDIEH's management. As 
part of oit.tlini nq reasonable assu(a rice about whether the fund 
accounta b i 1 i tv s;tatmrnt. are free of .,atoria1 misstateme nt, we 
per o rmi t e-t!:; (-I OIgPT I)]II'-; compI a nce with the terms 01 the 
agreemont,; a nd ce rta i n prov isi on!; o I ,aws and regu lati ons.
However, our objctive was, not to provide an opinion on overall 
compl ance with -such terim; and provisions. 

Material i . ";Lau(II e I noncop. I i a nce are failures to fo low 
reqiire:,-iH t:,;, or" violations of prohibition,;, contained in statutes,
regulations, contracts, or grants that cause us to conclude that 
the aggregation of the misstatements resulting from these failures 
or violation,; i; material to the fund accountability statements. 
The results. of our tests ol compliance disclosed the tol lowing 
material instances of noncomp]iance. 

(1) 	 Finding No. 1: Interest earned on project funds were not 
recorded in the project accounts. 

(2) 	 Finding No. 2: FOPRIDEII was not receiving the portion 

of interest income on the sub-projects credit programs. 
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We considered these material instances of noncompliance in forming
 
our opinion on whether FOPRIDEH's fund accountability statements
 
are presented fairly, in all material respects, in accordance with
 
the terms of the agreements No.522-0266, 522-ESF-0280 and 522-ESF­
0313 with USAID/Honduras, and this report does not affect our
 
report dated June 14, 1989.
 

Except as described above, the results of our tests indicate that,
 
with respect to the items tested, FOPRIDEH complied, in all
 
material respects, with the terms and provisions referred to in the
 
third paragraph of this report, and with respect to items not
 
tested, nothing came to our attention that caused us to believe
 
that FOPRIDEH had not complied, in all material respects, with
 
those terms and provisions. We also noted a certain immaterial
 
instance of noncompliance which we have included as finding 3 of
 
this report section.
 

This report is intended solely for the use of the U.S. Agency for
 
International Development and FOPPIDEH. This resLriction 
is not
 
intended to limit the distribution of this report which, upon
 
acceptance by the Office of the Inspector General, is 
a matter of
 
public record.
 

/' ,'(.L 

June 14, 1989
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INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY
 
ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS
 

AND NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS

USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND
 

522-ESF-0313
 

COMPLIANCE WITH THE TERMS OF THE AGREEMENTS AND APPLICABLE 
LAWS AND REGULATIONS
 

FINDING S 

1. Interest Earned On Project Funds Were Not Recorded In The 

Project Accounts.
 

Condition:
 

During our audit we noted that 
interest 
in the amount L429,514
earned on project funds was 
not recorded in project accounts and
consequently, not included in the fund accountability statements.
 

Criteria:
 

Attachment C, clause 3 a) of the agreements states: 
 "If use of the
grant funds results in accrual of interest to the grantee or to any
person to whom the grantee 
oakes grant funds available, such
interest earnings must be maintained in the project account and be
used in accordance with the specific purpose of 
this Agreement",
and clause 3 b) states: "Funds made available through the grant
but not disbursed to the grantee at 
the time the grant expires or
is terminated shall 
revert to the Private Sector PVO account under
the Economic Recovery Program, except for such funds encumbered by
the grantee by a 
legally binding transaction applicable to thisgrant. Any funds disbursed to but not expended by the grantee at
the time of expiration or termination of the grant shall 
 be 
refunded to the PVO account". 

Cause:
 

Management informed 
 us that USAID/Honduras did not issue
 
instructions in this respect.
 

Effect:
 

rhe fund accountability statements 
do not include the interest
earned on the projects' funds in savings accounts and time
deposits. Therefore, the projects did not receive the benefit of
this interest income. 
This amount is questioned in the report.
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Recommendat io:
 

USAID/Honduras should require FOPRIDEH to 
record the L429,514 in
interest income and any other interest earned on the projects'
funds in projects accounts and include the amounts in the financial 
reports submitted to USAID/Honduras. This should be usedamount 

for approved project purposes.
 

2. 	 FOPRIDEH Was Not Receivinq The Portion Of Interest Income On
 
The Sub-Projects Credit Programs
 

Condition:
 

In our inspections we found that FOPRIDEH was 
not collecting its 
portion of interest income on the sub-projects' portfolios. 

Criteri a: 

The sub-project agreements establish that FOPRIDEH will receive a
portion of all 
interest charged by the PVO's to the beneficiaries
 
of the credit programs.
 

Cause :
 

There was strong resistance from the PVO's to make these payments.
 

Effect:
 

FOPRIDEHI was receiving
not funds properly due in accordance with
 
the sub-project agreements.
 

Pecommenda t i on:
 

FOPPIDEfI should determine the amount of interest income due from
the 1 VO's! Iflrll t1h) (cre it proqrtsii,.- and col lect the interest due

from thef 1t.0'; in acrdn-e with the ;ub-project agreements.
 

3. ()III I I) :IJ .,', NT t I. :; I ,ary IfI i II rmit ion..Wi t h The, N-a!ti :ona1 
I n:l itilto- o1 ro I -:o i ona Tralinifug 

Cond it i o)n: 

in out- review we ob;erved thait. "OPP]IDE wa; not 1.iling salary

inforim,it ion 
 'I'h, lIn;titute 

(In;t ituto Na4c i cna) (Ae ormac i on 


with " Nation,,1 	 of Profes.,-,ional Training 
Pro I es i onal 1 - 1NF OP) and

conseque-ntly wa:; not payinq itsr; re.s;pective contribution,;. 

Critoril:
 

In accordance with Honduran Law, all institutions should pay 
cont ributions to IN.OP based on the amount o salarie, paid. 
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Cause:
 

FOPRIDEH considers that thty are not subject to the INFOP Law. 

Effect:
 

INFOP could claim all unpiid c,-ntributions from FOPRIDEH and assess 
penalties and surcharges.
 

Recommendation:
 

FOPRIDEII should clarify its stitus with INFOP and obtain a
written determination that it is not subject to INFOP law, if 
applicable. 
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INSTITUTIONAL STRENGTHENING AND PRIVATE VOLUNTARY
 
ORGANIZATIONS FEDERATION ASSISTANCE PROJECTS
 

AND NATIONAL BREAST-FEEDING PROGRAM
 
MANAGED BY THE FEDERATION OF
 

PRIVATE DEVELOPMENT ORGANIZATIONS OF HONDURAS
 
USAID/HONDURAS PROJECTS Nos.522-0266, 522-ESF-0280 AND
 

522-ESF-0313
 

LIST OF REPORT RECOMMENDATIONS 

INTERNAL CONTROL STRUCTURE: 

Recommendation 1:
 

USAID/Honduras should FOPRIDEH's officials to
request project

review travel advances to officers and employees and liquidate as
 
soon as practicable the outstanding balances and in the future
 
require compliance with the internal travel rules.
 

Recommendation 2: 

USAID/Hondura:; should request FOPRIDEII to assure the sub­that 
projects' implementing units maintain appropriate accounting 
records for projoct funding. 

Recommendation 3: 

USAD/1ionduras should request FOPRIDEH to require CONDERH to return 
the unused f unds. USAID/Honduras should request FOPRIDEH to 
establish a r(,qu irement that- any sub-project funds held by PVO's 
that aro not nve'de_ d for on-going project activities should be
returnedi. 

Recommenda~tit i on1, 

USA I l/1)ndu ri: ehou 1(1 request FOI1RI DI-I to prepare monthly bank 
reco~n:il idt. in:; on a timely basis. 

Recommndl~a t i fl] ' : 

U;A1)/nhrnduvi.; :should request FOPRIDEIH to adhere stablishedto 
procu re,,,nt t) rocIdtj r(; and control ,- to assure that all purchases 
ar( ,piopr it , 1)I (1oclmented prior to payment. 

Recom n ndalti on (,: 

USAll)/1n(1du r~ s ,houl l obtain Irom l"OPURI DElI a complete explanation
of the difIf erence,; between Iunds recorded in FOPRIDEH's books and 
funds dis;bursed by US'AID/Hlonduras or reduce the remaining available 
project funds by the difference. 

28
 



COMPLIANCE WITH THE TERMS OF THE AGREEMENTS AND APPLICABLE LAWS AND
 
REGULATIONS
 

Recommendation 1:
 

USAID/Honduras should require FOPRIDEH to record the L429,514 in
 
interest income and any other interest earned on the projects'
 
funds in projects accounts and include the amounts in the financial
 
reports submitted to USAID/Honduras. This amount should be used
 
for approved project purposes.
 

Recommendation 2:
 

FOPRIDEH! should determine the amount of interest income due from
 
the PVO's from the credit programs and collect the interest due 
from the PVO's in accordance with the sub-project agreements.
 

Recommendation 3: 

FOPIIDEff should clarity its status with INFOP and obtain a written 
determination that it is not subject to INFOP law, if applicable.
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UNITED STATES GOVERNMENT
 

memorandumDATE: ~ 

REPLY TO Z,/~I 
ATTN OF: l , Ari"f.'Lit , C:ont: r) I It,r 

SUBJECT: 
 No l . An , [ t r vatt Devi, lDTopmTnt 01"gani 'ait ions 
of flon ur (t 'kII 11t) 

TO: in ,. In , And I ,IIa,ger RI/A/T 

Followin i re our cuimiwi. s oi t Ie drift repotL: 

P. 4 Ih1, stat 'mint- here and in other places throtighotur: the audit 
concern i ionr , I iqui,l it ot t raveI , v;inVte. Should ilc]-Itide members 
of FOPRII)Hl .a, ,I' I, 1,)t _ii;t emp oyevs. There are mniny members 
who r 'toiv< , iat''; !-ir t rtvix' Ix ,it, ts , tor t ';aililn', etc. who 

P. 13 (Appen-d : I) It is!it c I'lear wihy find ing!s concerningdep'c is i: t 
;i+i ] te;[ iIt'r(l TrIVel lxpu.ns;es. 

P. 24 Fun1dk i'v o. 7. In hot It If t ltoe eases I i sted here the
d i f rI.-t,,lc(. d II., In tl Ii -r'I rather than anyti Ti ' I tco 
!iff ici i, (in "(ITllI i:,1 iii. .1. 

F7r r , t - , l'F J ) ;tii, :i ,.nticlt,,- tI) A. I. ). for 
,-i i ti ,; or I i (p0 ii tI i l vtn: A. I I.). i m irnd i at.l y
) I'' -:"';',:1i r e t r I !;!i hl r ,emotn to "(I'lK ID ll. 

,.I t
. 1. ,i t, t ,,. bel o r-,(-ti . it iv; .i 
I li i.' i Ii', rli >~, t t',i i n t, I oi t bqeh:i l , , t.Ii,,th t ini ' . i t ' Tun 

.ihTIi id ,t' I -l-odtra1' ,
 

iitn :i'e 'nd In i it I 1,'ctl, t' ,,, ' +t +.,. "i, . , +,n 'r: '.1: t 

1'.:i',rini,o i! +i1,r I l'.iii11!i a itiiI'loor' S ] eJ li)r I c re<11 0t,'it , W,
I . 4il
 

~ ,,~~~) ,t -:;''lhY I', 1!r,. q,, ) I 
s ;i, t PPM. ttil't1,, 

1',~~ ~ ~ ,( 
t p(,111Iii 'dl(j cRlrL, ,I-t, t oeAC IAI ,J
',"h " a it't I rt~ ' ',lt 1 ' 1,yl, r. rit + ;,; urto 141I , w;lIu ,,rt prt ,'ii, 

' 1,,.1,') rWori ,, t to'A. . tI t l'ir ,' I lt A.; ,I.!) r,,Ii v tlt;:ic 

I'!;A IlD/thiSilbinii o d t< ndltir.is; 

lit'O- IAo 
' ll +! , ,t.if+.tlttit ", li) 'llll 't I l I'y I it) ,ite,, t il#, r ()II ow report s 

two-re solnt. t.oA.I.I1). a'nd ;irt lre,elnl Iv IinA. I.I1). f Iles,+: 

OPItONAL FrOIIM NO, 10 

GSA FIVIR (4 C ")ll-I1 

- 30 - " ,o- .I,,1 

http:ndltir.is
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FOPRIDEIH Quarterly Reports on File 

1. January-,March 1986 
2. October-Deremher 1986 
3. January-Ma rclh 1987 
4. January-March 1988 
5. A':il-Jun , 1988 
6. 0" tob r-l), mhrnhtor 1983 
7. Jan ua r y-M;a toh 1989 

The Miss ion h,05;Nnk:,d FO)PRIDElt to submi t these reports each quarter. Inthe past vear FO:PRIDE)E1 has performed better in this area, sending 3 out: 
of 4 reports. 

P.3() tid i g No. 4. The recommendation lereL states: "USA I)/Honduras
in cooperat ion With FOPRIDEll should d'te mline th ;moutm of 
interust i f(os Cue from tho IPV();'s fronm t hie credit programs 111d 
colIe-t th, int. ,rest di, fro, the I)V()''; in acoorl.uice with t-ho 
sutb-prl) j , t ,qi'ro nt . 

Mission r 'i:ril,)d, lNt rSA II/llo/tndurt,; ht, deletd I I roti L i ; 
rtevOfli l;},ndnit (iH . 1 j i : i ll '1 i )1 (:1)i:1) ,1 Lu ly tp t ) F'()1 )ll1:t11.
l!Ie ' tIlp ILt inn I I i he nlhproj ct ;greement s i.!; I ,)t I pa rt of 
LIe FOIT I -A. 1II.1.1). ,l firif . It is; i measur' tlhat lOIN l 1) 
i (. Ittided i ) t 1 bp- , i(nts com lel y on it !;i . liii,,ree . otwn 
'n
P.30 A1) i,,n I ::it !,e ,(.t, ' ian , l !; r,I;ut, ' ;e."tl Id if I 
A . I . I). . , , l I i 1] -11 lI !)t 'I IIii l'.Ct "[ ' I"I, t " L i i l 
. i I f(,,( hI '5 t I i I i; , . ih() ' I I- o , t ' i.tn. 

P.30 "5. F tI{IRIDI :I' did t ,. ,. n(! n; t31o- the 

o.. w.. ' :f-'7'o' Fn I. (I)I 

It P i' rut hat, i1 l,.)jprl - wf.W.., n",! n;,)t i, t ',.I. I I in, lin t ('l ;Ir 
t hat I'(UlI ]TDHt! ,,,~ i ,,vI , .),I' i l/, a,.li ,! ;:ilnv nI ho,, 
CIi 1 0 , I.'"1A ' l l w4,jiI,)lI, , ; ,, , , >} lilI") 11 vllila ! ( ml:lt1"R()A 


and t he, A11) -tI(tI)I I I , ,r,,, ; ,,ollI Wa lin 1i I
.': I,o, I n t re , _'u:;., 
F I" 1);1 ! had, in tv ,I ,, I'fPO AL'IA ,, a, l I ',,,:!,lv w i I t tl,. -,t!ip ul ion . 
At tlii, p,,,in~l I I ,, I'Tof)A I.,:: , I, f' t I , v%, dt; hl) u ldet! a nd), it 
Wn u 1, he, ihi,, ' l, e), I,)) tP )P I ' I f( I,,,- t '. ) I,,? t'. n u bmti f i lt ,, 
!w m ia~l lll .l A, iPI, A ,
s;ubm iltted I 1 11, Mi !;;i nn I, 

1)1(), , ' l- i'('t !; , )if I l~i It'), inl! I ,,,, A L)AI I I , 
Ii ira 1 1' , ,, , o 1:,),()1 ,)if then 

avrnmpal 1i ,lb ,,nt, n t r 1uIv, he), lI t., " I It),t, I't , I- t. I:- I,- qut,-, Ilta 
t h1o roc(' i)monal'[,[ ion)l he( oml~it ' 1e ro)~ I h,, U' 1),' i Replort 
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APPENQNX II 

REPORT DISTRIBUTION 

No. of Copies 

Director, I;SAID/Honduras 
 5 
AA/LAC 2 

LAC/CAP/I1 1 

AA/M 2 
GC 
 1 
LAC/CONT 
 1
 

LAC/DP 1 
LAC/DR 1 

LAC/GC 1 

RLA 1 

AA/XA 
 2
 

LEG 
 1
 

M/FM/ASD 
 2
 

XA/PR 
 1
 

PPC/CDIE 
 3
 

IG 
 1
 

AIG/A 1 
IG/PPO 2 

IG/LC 
 1
 

IG/ADM/C&R 
 12
 

IG/I 1 
RIG/I/T 1 

Other RIG/As 1 


