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MEMORANDUM 

TO: 	 D/USAID/Haiti, David A. Cohen 

FROM: 	 RIG/A/ egain Howard 

SUBJECT: 	 Audit of USAID/Haiti Projects, Managed by the Human Resources 
Development Center, July 21, 1987 to June 30, 1990 

This report presents the results of a financial audit of the Human Resources 
Development Center (Center) for the period July 21, 1987 to June 30, 1990. 
During this period the Center managed two projects for USAID/Haiti--the NGO 
Support V Project (Project No. 521-0188) and the Presidential Training Initiative 
for the Island Caribbean Project (Project No. 521-0640). The audit firm ofDeloitte 
& Touche prepared the report dated September 23, 1991. 

The purpose of Project No. 521-0188 is to assist in the establishment of the 
Center as a permanent and self-sufficient local institution in order that it may
increase the effectiveness of development projects and provide training and 
related services to increase the income of illiterate and semi-literate Haitians. The 
purpose of Project No. 521-0640 is to assist in developing the Center's 
institutional capability to enable it to design, conduct, and administer effective 
participant training activities and programs for Haitian citizens selected to study
abroad. The audit covered $1.6 million of A.I.D. funds provided the Center during
the audit period for implementing the projects. 

The objectives of the audit were to determine whether: (1)the fund accountability
statements for the period audited present fairly the financial activities of the
projects; (2) the Center's internal control structure was adequate to manage the 
projects' operations; and (3) the Center complied with the terms ofthe agreements
and applicable laws and regulations. 

Although the auditors identified certain questionable costs totaling $12,910. they
concluded that the fund accountability statements present fairly, in all material 
respects, the projects' receipts and disbursements during the period July 21,
1987 to June 30, 1990. 



The auditors identified no material weaknesses in the Center's internal control 
structure for the period from July 1, 1988 to June 30, 1990. For the period prior
to July 1, 1988 the auditors review of internal controls disclosed that the Center 
had no evidence to support the existence of an accounting system or internal 
control system. The lack of these systems during this period was cited as a 
reportable weakness by the auditors. In order to review internal controls for this 
period an accounting firm was required to compile the Cenier's financial 
information prior to July 1, 1991. 

In its report on compliance the auditors found that the Center had complied, in 
all material respects, with the terms of the agreements and applicable laws and 
regulations. 

The Center's management responded positively to the report's findings and
recommendations and indicated that corrective actions would be taken to 
document questionable costs and implement the recommendations concerning 
nonmaterial internal control and noncompliance issues. 

We are including the following recommendations in the Office of the Inspector
General's audit recommendation follow-up system: 

Recommendation No. 1 

We recommend that USAID/Haiti negotiate a settlement with the Human 
Resources Development Center for questionable costs of $12,910
(unsupported), of which $9,230 relate to USAID/Haiti Project No. 521-0188 
and $3,671 to USAID/Haiti Project No. 521-0640 as identified by the Deloitte 
& Touche audit report dated September 23, 1991. 

Please advise this office within 30 days of actions planned or taken to resolve and 
close the recommendations. 
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Deloitte& 	 -Touche 
Deloitte &Touche 
Chartered Accountants 
800 tour de la Place Victoria 
Suite 3000 

Telephone 
Facsimile: 

P.O. Box 325 
September 23, 1991 Montrdal, Quebec H4Z 1H8 

Mr. 	Reginald Howard
 
Regional Inspector General/Audit 
U.S. Agency for International Development 
Tegucigalpa, Honduras, C.A. 

Dear Mr. Howard:
 

This report presents the results of our financial audit of the 

USAID/Haiti Projects no. 521-0188 and 521-0640, managed by the 

Human Resources Development Center, for the period July 21, 1987 to 

June 30, 1990.
 

BACKGROUND
 

The Human Resources Development Center (HRDC) is specifically 

designed to address training needs in the following areas: basic 
education, potable water, soil conservation, livestock production, 

management and community development. The creation of HRDC is in 

response to the significant demand identified for the services of a 

local organization capable of delivering quality training 

interventions which are appropriate to the Haitian context in terms 

of:
 

1) 	Language;
 

2) 	 approach to the transfer of information and technology; and 

3) 	delivery mechanisms responsive to the diverse requirements of
 

clients in the public and private sectors.
 

(514) 871-1515 
(514) 871-1085 
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In July 1987, the U.S. Agency for International Development in 
Haiti (USAID/Haiti) signed an agreement with HRDC to assist in the 
establishment of the grantee as a permanent, self-sufficient local 
institution to provide training and related services to increase 
the income of illiterate and semi-literate residents of Haiti and 
to increase the effectiveness of development p-ojects. 

In August 1987, USAID/Haiti signed another agreement with HRDC to 
assist in developing the institutional capability of the grantee to 
effectively design, conduct, and administer participant training 
activities and programs for Haitian citizens selected to study 
abroad in collaboration and co-ordination with the grantor and in 
implementing the Presidential Training Initiative for the Island 
Caribbean (PTIIC) Project. 

Those agreements and their amendents provided funding of 
US$1,682,527 from USAID/Haiti for the period July 21, 1987 to 
June 30, 1990 as well as pre-grant funding of US$203,759 for 

expenditures made before July 21, 1987. HRDC also received 

counterpart funding of G1,600,000 haitian gourdes (US$320,000) from
 
the economic recovery program of Haiti. 

Deloitte & 
Touche 
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Those USAID/Haiti grants include the following budget categories 
and amounts in US dollars:
 

Project Project
 
521-0188 521-0640
 

Personnel and benefits $ 226,286 $ 139,738 
Consul tants 108,500 -
Travel and per diem 2,000 9,274
Office expenses and supplies 47,400 90,235 
Office equipment 72,300 30,268 
Communications and shipping 4,805 -
Technical assistance 
contract 768,950 -


Overhead - 35 % - 94 331 
Subgrants 88,440
 

$1,.230,241 $ 452,286 

The total funds disbursed by USAID/Haiti to HRDC during the period 
July 21, 1987 to June 
US$1,597,920 as follows: 

30, 1990, under these projects were 

Project no. 521-0188 $1.,79,162 

Project no. 521-0640 $ 4 

Deloltte & 
Touche 
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AUDIT OBJECTIVES AND SCOPE 

The Audit objectives were to determine whether: 

- The fund accountability statements for the projects' activities 
managed by HRDC from July 21, 1987 to June 30, 1990 present 
fairly, in all material respects, the financial activities of 
the projects, and costs reported as incurred and reimbursed by 
USAID/Haiti during the period are allowable, allocable, and 
reasonable in accordance with the terms of the agreements, and 
applicable laws and regulations. 

- The internal control structure of HRDC, including its control 
environment, accounting system and control procedures, is 
adequate to manage the projects' operations. 

- HRDC complied with the terms of the agreements and applicable 
laws and regulations which may affect the projects' goals and 
incurred costs.
 

Delolit & 
Touche
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Listed below are some of the audit procedures used to determine if 
funds were properly accounted for and used as intended by the
 

agreements and applicable laws and regulations. 

Receipts
 

1) 	 Obtain confirmation from USAID/Haiti regarding the total 

contributions made to HRDC during the period. 

2) Reconcile the grant funds recorded by HRDC with those confirmed 
as disbursed by USAID/Haiti. 

3) 	 Obtain and review the bank reconciliations at June 30, 1990, 
the procedures used to control the funds and the controls on 
those bank accounts.
 

Disbursements
 

1) 	 Evaluate HRDC internal control procedures over disbursements. 

2) 	 Evaluate the procurement system to determine if the materials 
and supplies were purchased and the services obtained in 
accordance with government procurement regulations and sound 

commercial practices. 

3) 	 Determine whether HRDC has established policies for planning 
and evaluating projects' activities and accomplishments. 

Deloltte& 
Touche
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4) 	 On a selective basis, test HRDC controls over disbursements 
ensuring that the expenses have been properly approved. 

5) 	 Determine whether costs incurred in carrying out the purposes 
of the projects were allowable, allocable and reasonable in 
accordance with the agreements. 

6) Identify any costs not considered appropriate for reimbursement
 

under the agreements.
 

7) Review direct payments made by USAID/Haiti on behalf of the 
projects to evaluate the procedures used by HRDC to properly 
record and control the assets and commodities received under 
this 	process.
 

Payroll
 

1) 	 Review and evaluate HRDC payroll preparation and distribution 
procedures.
 

2) 	 Select employees from various payroll registers and test for 
authorization of employment, wage rate, net pay, and the 
distribution of the total payroll amounts in the appropriate 
accounts and department classification in monthly financial 
reports.
 

3) 	 Determine whether payroll deductions are in accordance with 

applicable local regulations and the agreements. 

Deloitte &
Touche 
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General 

1) Evaluate HRDC's budgetary control 

of actual expenditures with the 
agreements. 

system 
budget 

including comparison 

expenditures in the 

2) Read the pertinent sections 
basis for reimbursement. 

of the agreements to determine the 

3) Evaluate the procedures used in the preparation of the 

reimbursement requests submitted to USAID/Haiti and determine 

if these procedures result in a timely, accurate, and proper 

submission of reimbursement requests. 

4) Review cost reimbursement reports and test 

documentation to obtain satisfaction that they were 

the basis of the principles for reimbursement. 

underlying 

prepared on 

We conducted our audit in accordance with generally accepted 

auditing standards and "Government Auditing Standards" issued by 

the Comptroller General of the United States. These standards 

require that we plan and perform the audit to obtain reasonable 

assurance whether the fund accountability statements are free of 

material misstatement. 

Our examination also included other auditing procedures we 

considered necessary to determine if funds received by HRDC were 

properly used and accounted for as directed by the agreements, 

other projects documents, and the laws of Haiti. 

Deoitte& 
Touche 
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AUDIT FINDINGS
 

Fund Accountability Statements
 

At first, the accounting records of HRDC (cash receipts, disburse

ment and general ledger) appeared to be adequate except for the 
period from July 21, 1987 to June 30, 1988. Upon further review, 
we discovered that the accounting records and supporting documents
 

did identify the projects expenses and were therefore considered 

reliable for the projects activities.
 

Furthermore, the accounting records of the projects were provided 
to us by HRDC and annual fund accountability statements were made 
available to us by HRDC on our second week of audit for 1989 and 

1990. However, no fund accountability statements for the
 

three-year projects period were obtained from HRDC.
 

In addition, we identified certain questionable (unsupported) costs 
amounting to US$3,671 for project No. 521-0640 and US$9,239 for 
project No. 521-0188 that we consider immaterial and do not affect 
our opinion on the fund accountability statements. 

In our opinion, the fund accountability statements present fairly, 
in all material respects, the USAID/Haiti Project no. 521-0188 and 
521-0640 activities managed by the Human Resources Development 

Center for the period July 21, 1987 to June 30, 1990.
 

Deloitte & 
Touche
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Internal Control Structure
 

For the period July 21, 1987 to June 30, 1988 we could not obtain 
an understanding of the design of relevant Folicies and procedures 
and whether they were in operation or not. Our study and 
evaluation of HRDC internal control structure related to projects 
activities showed that the policies and procedures were operational 
and valid for the period afterwards except for the reportable 
conditions which we do not consider to be material weaknesses. 

The reportable conditions include lack of internal controls for the 
period July 21, 1987 to June 30, 1988; lack of accounting records 
on a timely basis; and untimely bank accounts reconciliations. 
These findings are fully explained in the pertinent sections of 
this report. These findings resulted in our audit approach being 
modified to expand substantive audit tests, thereby placing very 
little reliance on the internal control structure. 

Deloitte & 
Touche
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Compliance with the Terms of the Agreements and Applicable Laws and 
Regulations
 

HRDC has complied with applicable laws, regulations and the terms 
of the agreements except for the reportable conditions which 
include an excess of US$9,239 of actual costs over the 15% of the 
amount budgeted for office expenses and supplies, which were 
considered questionable costs in the report; and deficiencies in 
the withholding of payroll taxes, as described in the pertinent 
sections of this report. 

Deloitte & Touche
 

Chartered Accountants 
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HUMAN RESOURCES DEVELOPMENT CENTER
 

USAID/HAITI PROJECTS NO. 521-0188 AND 521-0640
 

FUND ACCOUNTABILITY STATEMENTS
 

For the period
 

July 21, 1987 to June 30, 1990
 

July 18, 1991
 

Independent Auditors' Report
 

We performed a financial audit of the accompanying fund accounta

bility statements of USAID/Haiti Projects No. 521-0188 and 521-0640 

managed by the Human Resources Development Center (HRDC), for the 

period July 21, 1987 to June 30, 1990. The fund accountability 

statements are the responsibility of HRDC management. Our
 

responsibility is to express an opinion on the fund accountability
 

statements based on our audit.
 

We conducted our audit in accordance with generally accepted 

auditing standards and the "Government Auditing Standards" issued 

by the Comptroller General of the United States. These standards 

require that we plan and perform an audit to obtain reasonable 

assurance whether the fund accountability statements are free of 

material misstatement. An audit includes examining, on a test 

basis, evidence supporting the amounts and disclosures in the fund 

accountability statements. Our audit also includes assessing the 

accounting principles used and significant estimates made by 

management, as well as evaluating the overall fund accountability 

statements presentation. 

Deloitte & 
Touche 
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In our opinion, the fund accountability statements present fairly, 
in all material respects, the receipt and disbursement of funds 
provided under USAID/Haiti Projects No. 521-0188 and 521-0640 for 
the period July 21, 1987 to June 30, 1990. 

This report is intended for the use of HRDC and the United States 
Agency for International Development. This restriction is not 
intended to limit the distribution of this report which, upon 
acceptance by the Office of the Inspector General, is a matter of 
publ ic record. 

Deloitte & Touche
 

Chartered Accountants
 

Delolttea 
Touche 
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HUMAN RESOURCES DEVELOPMENT CENTER
 

USAID/HAITI PROJECT NO. 521-0188 
FUND ACCOUNTABILITY STATEMENT
 

For the period
 

July 21, 1987 to June 30, 1990 
(Expressed in US$)
 

BUDGETED 


RECEIPTS
 

USAID/Haiti contributions $ 1,230,241 

EXPENDITURES 

Project personnel 226,286 

Consul tants 108,500 

Travel & per diem 2,000 

Office expenses & supplies 47,400 

Office equipment 72,300 

Communications and shipping 4,805 

Technical assistance 768,950 

1,230,241 


Gain on foreign exchange 

1,230,241 


EXCESS OF EXPENDITURES
 
OVER RECEIPTS $ 

13
 

ACTUAL
 

$ 1,179,162 

239,474
 

112,216
 

1,787
 

63,749
 

69,041
 

2,199 

750,115 

1,238,581
 

(30,100)
 

1,208,481
 

$ 29,319 

Deloitte & 
Touche
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HUMAN RESOURCES DEVELOPMENT CENTER 
USAID/HAITI PROJECT NO. 521-0640 
FUND ACCOUNTABILITY STATEMENT 

For the period 

July 21, 1987 to June 30, 1990 

(Expressed inUS$) 

BUDGETED ACTUAL 

RECEIPTS 

USAID/Haiti contributions $ 452,286 $ 418,758 

EXPEND ITURES 

Project personnel 

Equipment 

Travel & per diem 

Services & supplies 

Subgrants 

Overhead 35 % 

139,738 

30,268 

9,274 

90,235 

88,440 

94,331 

138,915 

30,268 

10,904 

77,636 

89,586 

90,203 

Gain on foreign exchange 

452 286 

-

452,286 

437 512 

(22,425) 

415,087 

EXCESS OF RECEIPTS OVER EXPENDITURES $ - $ 3,671 

Delotte& 
Touche 



HUMAN RESOURCES DEVELOPMENT CENTER
 

USAID/HAITI PROJECTS NO. 521-0188 AND 521-0640
 

NOTES TO FUND ACCOUNTABILITY STATEMENTS
 

For the period
 

July 21 , 1987 to June 30, 1990 

1. LEGAL STATUS
 

The Human Resources Development Center was legally 
incorporated in April 1986 and its status as a foundation was 

approved by the Haitian Ministry of Interior on February 2, 

1987. 

2. ACCOUNTING POLICIES
 

The fund accountability statements have been prepared in
 

accordance with generally accepted accounting principles in 

the United States of America and include the following 

significant accounting policy: 

Property, Plant and Equipment 

Property, plant and equipment are recorded as expendi

tures.
 

Deloitte & 
Touche 
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3. FOREIGN EXCHANGE GAIN
 

These fund accountability statements have been translated to
 
US dollars at the prevailing exchange rate at the date of
 
each transaction which varies from 5 to 8.24 haitian gourdes
 
for US$1. This transalation resulted in foreign exchange 
gains which are included in the fund accountability 

statements. 

4. QUESTIONABLE COSTS 

According to A.I.D. applicable regulations, costs charged 
to the projects must meet the following general criteria: 

a. 	 Be reasonable for the performance of the projects. A cost 
is reasonable if, in its nature or amount, it does not 
exceed what would be incurred by a prudent person under 
the same circumstances.
 

b. 	Be allocable to the projects. A cost is allocable in 
accordance with the relative benefits received. 

c. 	 Conform to any limitations or exclusions set forth in the 
agreement in which the project is based. 

d. 	Be adequately documented.
 

Questioned costs are all those costs unallocable and/or 
unallowable in accordance with the terms of the agreements and 
applicable laws and regulations. Unsupported costs are all 
those costs not properly supported by the recipient, in excess 
of the budgeted amount per line item and costs considered 
unreasonable under the circumstances. Deloitte& 

Touche
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The following projects costs incurred by the Human Resources 
Development Center are determined to be questionable (unsupported) 
costs because they do not conform with the above-mentioned criteria. 

Project no. 521-0640: 

- expenditures of $3,671 for which no supporting documents were 
avail abl e. 

Project no. 521-0188 

- expenditures, amounting to $9,239 which exceeded the amounts 
budgeted in the category of Office expenses & supplies. 

Deloitte & 
Touche
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HUMAN RESOURCES DEVELOPMENT CENTER
 

USAID/HAITI PROJECTS NO. 521-0188 AND 521-0640 
INTERNAL CONTROL STRUCTURE 

For the period
 

July 21 , 1987 to June 30, 1990 

July 18, 1991 
Independent Auditors' Report
 

We audited the fund accountability statements of the USAID/Haiti 
Projects no. 521-0188 and 521-0640 managed by the Human Resources 
Development Center for the period July 21, 1987 to June 30, 1990, 
and have issued our report thereon dated July 18, 1991 inwhich we
 

issued an unqualified opinion based on our work.
 

We conducted our audit in accordance with generally accepted
 
auditing standards and the "Government Auditing Standards" issued 
by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable 
assurance whether the fund accountability statements are free of 
material misstatement. 

In planning and performing our audit of the fund accountability 
statements for the period July 21, 1987 to June 30, 1990, we 
examined HRDC's internal control structure related to projects 
operations, in order to determine our auditing procedures for the 
purpose nf expressing our opinion on the fund accountability 
statement- and not to provide assurance on the internal control 
structure of HRDC taken as a whole. 

Deloitte & 
Touche 
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The management of HRDC is responsible for establishing and 

maintaining an internal control structure. I.n fulfilling this 

responsibility, estimates and judgements by management are required 

to assess the expected benefits and related costs of internal 

control structure policies and procedures. 

The objectives of an internal control structure are to provide 
management with reasonable, but not absolute, assurance that assets
 

are safeguarded against loss from unauthorized use or disposition 
and that transactions are executed in accordance with management's 
authorization and recorded properly to permit the preparation of 
the fund accountability statements. Because of inherent limita
tions in any internal control structure, errors or irregularities 

may nevertheless occur and not be detected. Also, projection of 
any evaluation of the structure to future periods is subject to the 
risk that procedures may 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 significiant 
internal controls policies and procedures, and have evaluated the 
following categories: revenues, payroll and disbursements. 

For the period from July 21, 1987 to June 30, 1988, we could not 
obtain an understanding of the design of relevant policies and 
procedures and whether they were in operation or not. 

Deloitte & 
Touche 
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We noted certain matters ivolving the internal control structure
 
and its operation that we consider to be reportable conditions 
under standards established by the American Institute of Certified
 
Public Accountants. Reportable conditions involve matters coming 
to our attention relating to significant deficiencies in the design 
or operation of the internal control structure that, in our 
judgement, could adversely affect HRDC's ability to record, 

process, summarize and report financial data. 

For the period from July 1, 1988 to June 30, 1990 we obtained an 
understanding of the design of relevant policies and procedures and 

whether they were inoperation or not. 

The reportable conditions are described in Findings numbers 1 to 3 
on the following pages of this report. These findings resulted in 
our audit approach being modified to expand substantive audit 
tests, thereby placing very little reliance on the internal control 
structure.
 

Our consideration of the internal control structure would not 
necessarily disclose all matters in the internal control structure 
that might be reportable conditions and, accordingly, would not
 
necessarily disclose all reportable conditions.
 

Deloitte& 
Touche
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This report is intended for the use of HRDC and the United States 
Agency for International Development. This restriction is not 
intended to limit the distribution of this report which, upon 
acceptance by the Office of the Inspector General, is a matter of 
public record.
 

Deloitte & Touche
 

Chartered Accountants 

Deloitt & 
Touche 
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AUDIT FINDINGS
 

1. Internal Control 1987-1988 

Condition 

- No employee working for the period 1987 to 1988 was
 
available to assist us in determining if any controls
 
existed.
 

- Based on discussions with the actual management, no system
 
of internal control seemed to have existed from 1987 to
 
1988.
 

Criteria
 

According to the grant agreements, the grantee is required to
 
implement a system of internal control to ensure proper use of
 
USAID/Haiti funds as well as to ensure the safeguard of
 
assets. The grantee is also required to implement a system of
 
internal control over the reporting of financial information.
 

Cause
 

Priority to internal controls was not given by previous senior
 
management personnel.
 

Effect 

The lack of internal controls for this period resulted in no
 
accounting records being produced by HRDC and the assistance of
 
an accounting firm was required to compile the financial
 
information for that period. 
 Delote & 
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Recommendation 

- Senior management should be actively involved in 
Implementing and maintaining the system of internal 

controls in order to prevent this situation from occurring 
in the future. 

- Senior management should be involved in the financial 

reporting process to ensure that adequate controls exist to 
reduce the risk of errors occurring in the financial 
statements. 

Management comments 

- New management in place as of October 1988 has prepared an 
internal control procedures which has been implemented 
since. However, some impovements have to be made. 

- Same management will be more involved in the financial 
reporting process to ensure compliance with i.ternal 

control procedures. 

2. Accounting System
 

Condition
 

Although financial reports were prepared, the accounting system 
was not periodically maintained and reconciled to the 

underlying assets. 

Deloitte & 
Touche
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Criteria 

As per the grant agreements, the grantee is required to 
maintain adequate records on a timely basis. 

Cause 

Priority was given to a manual accounting system kept on "Lotus 
1-2-3" instead of the "ACCPAC" accounting system which is more 
adequate for financial reporting.
 

Effect
 

Because accounting records were not produced on a timely basis, 
management had to produce the financial information in a short
 
period of time thereby increasing the likelihood of errors
 

occurring in the financial reporting process.
 

Recomendation
 

HRDC should prepare the financial records on "ACCPAC" on a
 
periodic basis (monthly) and reconcile the information to the 
underlying assets. This would reduce the risk of errors 

occurring in the financial statements. 

Management coments
 

Since February 1991 an "ACCPAC" system was bought and installed 
to replace the "LOTUS 1-2-3". This new system will allow the
 

Center to issue more accurate financial reports on a monthly
 
basis.
 

Deloitte & 
Touche
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3. Bank Reconciliations 

Condition 

Bank reconciliations, which were prepared by an accountant, 

were not produced on a timely basis (monthly) and were not 
reviewed by an independent employee. 

Criteria 

All bank reconciliations should be produced and reviewed 
promptly so that any errors or irregularities in the 

preparation could be detected and corrected on a timely basis. 

Cause 

Such review 

HROC. 

was not part of the internal control structure of 

Effect 

Unless bank reconciliations are produced and reviewed on time, 
errors and omissions, unusual and significant reconciling items 

concerning cash might not be investigated on a timely basis. 

Recomendation 

All 

and 
bank accounts should be reconciled to the general ledger 

reviewed on a regular and timely basis (monthly). 

Management coments 

Effective with the bank statements of July 1991, all bank 
reconciliations will be reviewed by financial or general 
manager and reconciled with the general ledger. Neloltte& 

Thuche 
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HUMAN RESOURCES DEVELOPMENT CENTER
 

USAID/HAITI PROJECTS NO. 521-0188 AND 521-0640
 
COMPLIANCE WITH THE TERMS OF THE AGREEMENTS
 

AND APPLICABLE LAWS AND REGULATIONS
 

For the period
 

July 21, 1987 to June 30, 1990
 

July 18, 1991
 

Independent Auditors' Report
 

We have audited the fund accountability statements of the
 
USAID/Haiti Project No. 521-0188 and 521-0640 managed by the Human 
Resources Development Center for the period July 21, 1987 to June 
30, 1990, and have issued our report thereon dated July 18, 1991 in 
which we issued an unqualified opinion based on our work.
 

We conducted our audit in accordance with generally accepted
 
auditing standards and the "Governent Auditing Standards" issued
 
by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable 
assurance about whether the fund accountability statements are free 
of material misstatement. 

Compliance with laws, regulations, contracts and grants, applicable 
to HRDC, is the responsibility of HRDC's management. In obtaining 
reasonable assurance about whether the fund accountability 
statements are free of material misstatement, we performed tests of 
HRDC's compliance with certain provisions of laws, regulations and
 
terms of the agreements. However, our objective was not to provide
 
an opinion on overall compliance with such provisions.
 

Deloitte&
Touche 
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The reportable conditions described i.n findings number 1 and 2 on 
the following pages of this report are instances of non

compliance, which do not have a material effect on the fund 
accountability statements. 

The results of our tests of compliance indicate that, with respect 
to the items tested, HRDC complied, in all material respects, with 
the provisions referred to in the third paragraph of this report. 
With respect to items not tested, nothing came to our attention 
that caused us to believe that HRDC had not complied, in all 

material respects, with those provisions. 

This report is intended for the use of HRDC and the United States 
Agency for International Development. This restriction is not 
intended to limit the distribution of this report which, upon 
acceptance by the Office of the Inspector General, is a matter of 

public record.
 

Deloitte & Touche
 

Chartered Accountants
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AUDIT FINDINGS
 

1. Disbursements exceeded the amounts budgeted 

Condition 

We noted during our review that total disbursements for the 
line item of office expenses and supplies exceeded by more than 
15% the amount budgeted, in Project No. 521-0188 and the 
additional expenditures incurred in the amount of $9,239 
(63,749 - (115 %x 47 400)) were merely transferred to another 
component of the budget.
 

Criteria
 

Approved budgets should be adhered to until such time as 
approval is received to incur additional expenses. 

Transfers of funds to another budget line, which exceed 15% of 
any line item, require prior approval of USAID/Haiti. 

Cause
 

There were no controls in place to prevent expenditures of 
amounts inexcess of the budget.
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Effect 

The excess such as in the case of office expenses and supplies
 
in the amount of $9,239 might not be approved and could be 
considered ineligible costs by USAID/Haiti. 

Such transfers, if not properly documented, could lead to 
inadequate variances between budgeted and actual expenditures. 

Recommendation 

HRDC should implement a budget control system which provides 
strict budgetary control over disbursements.
 

HRDC should obtain approval prior to making disbursements that
 

exceed the approved budgeted amounts.
 

Deviations from budget and transfers to another component, 
which exceed 15% of that line item, should be authorized by 
USAID/Haiti. 

Management coments 

Effective August 1991, HRDC will implement a strict budget 
control system: actual budget versus projected budget. 

$9,239 for project 521-0188 that appears to be questionnable 
cost will be approved by USAID project officer.
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2. Payroll Taxes were not Adequately Wilthheld 

Condition 

Our review disclosed that salaries were paid to employees at 
the gross amount without deduction of the corresponding payroll 
taxes for the period from July 21, 1987 to June 30, 1988. 
After that period the deductions were made but not always at 
the prescribed rates. 

Criteria
 

Haitian Income Tax Law requires employers to deduct payroll 
taxes from the employees' salaries and also to contribute their 
appropriate employer's tax portion to the government. 

Cause
 

It was believed that employees working in non-profit
 
organizations were not subject to payroll taxes for the period 
of July 21, 1987 to June 30, 1988. Afterwards the deductions 
were not adjusted when employees' salaries were revised during 
the year.
 

Effect
 

Non-compliance with payroll tax withholdings required by the 
Haitian tax rulings could result in payroll tax liabilities for 
HRDC of approximately $10,000. 
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Recommandation 

The management of HRDC should adhere to the payroll tax 
requirements in relation to employees' tax withholdings and 
employer's contribution. 

Management comments 

Management in place as of October 1988 has complied with tax 
deductions from payroll. Furthermore, HRDC agrees that it is 
solely its responsibility and agrees to save harmless the U.S. 
Government or USAID/Haiti in case of any manies which may be 
owed to the Haitian Government by HRDC under these agreements. 
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HUMAN RESOURCES DEVELOPMENT CENTER
 
USAID/HAITI PROJECTS NO. 521-0188 AND 521-0640
 

For the period
 

July 	21 , 1987 to June 30, 1990 

List 	of Report Recommendations
 

1. 	 INTERNAL CONTROL STRUCTURE 

Recommendations 

1. 	Internal Control 1987-1988
 

2. 	Accounting system needs to be improved.
 

3. 	 Bank reconciliations should be periodically prepared and 
independently reviewed.
 

2. 	 COIPLIANCE WITH AGREEMENT TERM4S AND APPLICABLE LAWS AND 
REGULATIONS 

Recommendations 

1. HRDC should obtain approval prior to making disbursements
 
that exceed the approved budgeted amounts.
 

2. 	 HRDC should adhere to the payroll tax requirements. 

DeloitteTouche& 
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