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June 12, 1992

MEMORANDUM
TO: D/USAID/Dominican Republic, Raymond F. Rifenbur

, / = .
FROM:  RIG/A/T Acting, Darryl T. Burris* _ ( J o ')

SUBJECT: Audit of USAID/Dominican Republic’s Graduate Management Training Project,
Managed by the Catholic University, June 23, 1983 to June 30, 1991

This report presents the results of a financial audit of the Graduate Management Training
Project (Project), USAID/Dominican Republic Project No. 517-0157, managed by the
Catholic Uaiversity (University) for the period June 23, 1983 to June 30, 1991. The
audit firm of Horwath International prepared the repori dated March 26, 1992.

The purpose of the Project was to establish a quality program of graduate management
education, training, and research and to improve and expand hotel management and
tourism training in the Dominican Republic. The Project budget provided for a total of
$6.5 million in grant funds, and the audit coverage included USAID/Dominican
Republic funds of $1.3 million provided to the University during the audit period.

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

The auditors concluded that the fund accountability statement presents fairly, in all
material respects, the financial position of the Project during the period of the audit.
Also the auditors identified no material weaknesses in the University’s internal control
structure for Project activities and, with respect to the University’s compliance with
agreement terms and applicable laws and regulations, found no material instances of
noncompliance.

The report was discussed with management officials of the University who expressed
general agreement with the content of the audit report.

The report contains no recommendations for inclusion in the Office of the Inspector
General’s audit recommendation follow-up system.
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ASOCIADOS

Contadores Publicos Autorizados
Miembros de Horwath International

TRANSMITTAL LETTER AND SUMMARY Ave. Winston Churchill No. 71
T Edificio Lama, 2do. piso

Apartado Postal 355-2
Santo Domingo, Reptiblica Dominicana

Teléfonos (809) 541-5353

March 26, 1992 (809) 541-5770
Telefax  (809) 565-1279

Mr. Reginald Heward

Regional Ingpeector General for Audit

U.8. Ageney for Internatienal Develepment
Tegueigalpa, Henduras, C. A.

Dear Mr. Howard:

This report presents the results of our financial audit of
the Graduate Management Training Preoject, USAID/Dominican
Republie Projeet Wo. 517-0157, activities managed by the
Catholic University (Pontificia Universidad Catdlica Madre v
Hagstra -the University), for the period Jumne 23, 1983 ¢to
June 36, 1991,

BACKGROUN

Oon Jung 23, 1983, the U.8, Ageney fex International
Development, Mission to the Demimiean Republie (USAID/
Dominican Republie) entered inte a grant agreement with the
Dominican Republie's Catholie Unlversity (Pontificia
Universidad Ccatdliea Madre y Maestra ~the University), teo
proevide support for develeping the @Graduate Management
Training Projeet, USAID/Dominiean Republie Project No.517-
0157. Through this agreement, USAID/Dominiecan Republic
provided the University a total of U8% 6.5 million in grant
funds to cover expenses for the peried June 23, 1983 to June
30, 1991,

The objective of the project was to establish a quality
program of graduate management education, training and
researeh and teo improve and expand hotel management and
tourism training in Dominiean Republiec.



Marech 26, 1992

HMr. Reginald Howard
Regional Inspector General for Audit
U.8, Agency for International Development

AUDIT OBJECTIVES AND SCOPE

The objective oL our engagement was to conduct a finanecial
audit of the Dominican Republiefs Catholie University
{(Pontifieia Universidad Catélieca Madre y lMaestra =the
University), im regards to the funds gupplied to it by
UBAID/Dominican Republiec under the Graduate Management
Training Project, USAID/Dominican Republic Project MNo. 517-
0157. The audit period covered f£rom the beginning of the
project on June 23, 1983 through June 30, 1991, However, our
audit scope did not inelude the costs of the technical
assgistance provided by the Universities of South Carolina and
Nevada, nor the procurement made directly by USRID/Dominican
Republie.

The audit objectives were to determine whether:

A, The fund accountability statement of the
Universgity's activities under the project presents
fairly its accumulated inecome and expenditures for
the peried from June 23, 1983 to June 30, 199i; and
costs reported as ineurred vere alleovableg,
alloeable, and reasonable in accordance with
agreement terms, and applicable laws and
regulatioens.

B. The University‘s internal control struecture,
ineluding its eontrel environment, accounting
gystem, and econtrol proecedures, was adequate for
project purpeses.

€. The University complied with agreement terms and
applicable laws and regulations.

Except for not conducting an external quality econtrol review
by an unaffiliated audit organigzation as regquired by the
government auditing standards, we conducted our audit in
accordance with generally aceepted aunditing standards and the
U.8. Comptroller General's "“Government Auditing Standards®
and accordingly included sueh tests of the accounting records
as deemed necessary under the ecircumstances. Conseqguently,
our audit plan and program was designed to detect, and be
alert to, situations or transactions that could be indieative
of f£raud, abuse, or illegal expenditures and acts.

e



llareh 26, 1992

HMr., Reginald Howard
Regional Inspeetor General for Audit
U.8, Agency fer International Development

among others, the following audit procedures wvere performed
to meet the objeetives of ouxr engagement:

i,

s
°

We reviewed all project related documentation to become
familiar with the project.

We examined the fund acecountability statement including
the budgeted ameounts by eategory and major items; the
costs reported by the University as ineurred during the
period ecovered by the audit and the funding provided by
USAID/Dominican Republie for that peried. The revenue
received less the cost incurred wvere reconciled with the
balance in baak aecounts at the end of period.

We reviewed the procedures used to contrel the funds,
ineluding their channelization te econtraet finaneial
ingtitutions or other idmplementing units. e alse
considered positive eonfirmation of balaneces, reviewed the
bank acecounts and the contrels on those bank accounis, and
reviewed the differences betwveen bank acecount balaneces ané
the net of revenues and sixpenses.

We reviewed direet payments/purehases made by USAID/
Dominican Republiec on behalf of the project to evaluate
procedures used by the University, as applieable, to
properly record and econtrol the assets, commodities and
technieal assistanee reeceived.

We plaunned our work and assessed eontrol risk by means of
obtaining sufficient understanding of the three elements
of the intexrnal control gtructures the control
envirenment, the accounting system, and cgontrel
proecedures.

e conducted compliance and substantive tests teo determine
the extent to whieh established precedures and eontrols
vere functioning as intended. The major internal eentrols
evaluated included but not neesssarily were limited te the
adsguacy of the accounting and information systems,
proeuremaent proeedures and practices, £ixed assets
gontrols, bank accounts controls, and controls te agsure
that charges to the project were proper and supported.



Mareh 26, 1992

Mr. Reginald Howard
Regional Inspector General foxr Audit
U.8. Ageney for Internatioral Develepment

7. We determined whether the University had complied with
agreement terms, projeet implomentation letters, and
applicable laws and regulations. In planning and
condueting the tests of compliance; we identified the
agreement terms, project implementation letters and
pertinent laws and regulations, and detoermined whieh of
those not observed eould have a direet and material effect
on the projeect’s fund aceountability statement.

RESULTSE OQF AUDIT

We have issued a clean opinion en the fund aceountability
statement of USAID/Dominican Republie's Graduate Management
Training Projeect, Aetivities Managed by the Cathelie
Uriversity (Pontifieia Universidad Catélica Madre y Maestra)
for the period June 23, 1983 to June 30, 1921, We noted no
mattera invelwving the internal centrel strueture and its
eperations that we censider to be material wveaknesses.

We also performed tests of Project complianee with certain
provigions of agreement terms and laws and regulations which
indieate that, with respeect to the items tested {he
University complied, in all material respeet, with the
previgioens eof agreement termg and applicable laws and
regulatiens.

HANAGEHMENT COMHENTS

The draft audit report was discussed with authorigzed
managenent and f£inanecial officers ef the Cathelie University
on Mareh 26, 1992, who expressed their complete conformity
with the contents of the repeort. A copy of the draft report
vag alseo provided to USAID/Dominican Republie for its

comments.
oo ekl § drscadi
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USAID/DOMINICAN REPUBLIC!S GRADUATE MANAGEMENT
TRAINING PROJECT, ACTIVITIES MANAGED BY THE
CATHOLIC UNIVERSITY
FPUND ACCOUNTABILITY STATEMENT

FOR THE PERIOD JUNE 23, 1983
TO JUNE 30, 1991

IHNDEPENDENT AUDITOR'S REPORT

We have audited the fund accountability statement of
USAID/Dominican Republictsg Graduate Nanagement Training
Project, activities Managed by the Catholie University
(Pontificia Universidad catéliea Madra y Maestra) for the
period June 23, 1983 o June 30, 1991, The fund
accountability statement 1is the respongibility eof the
management of the University. Our respongibility is to
express an opinion em the fund accountability statement based
on our audit.

Except as mentioned in the following paragraph, we conducted
our audit in accordance with generally aceepted auditing
standards and Govermment Auditing Btandaxrds, issued by the
Comptrollexr General of the United States. Those standards
regulre that we plan and perferm the audit teo ebtain
recasonable assurance about uwhether the fumnd accountability
statement 18 free of material misstatement., aAn auditg
includes examining, on a test basls, evidence supperting the
amounts and diselosures in the fund aeecountability statement.
An audit also ineludes assessing the accounting principles
ugsed and signifiecant estimates made by managemeni, as wvell as
evaluating the overall financial statement presentation. We
believe that eur audit provides a reasonable basis fer our
opinien.

The government auditing stamndards regquire that audit
organizgation perfoerming audits for the U.8. government have
completed a external guality contryrel review performed by an
unagfiliated audit organigation during the three years period
preceding the audit, and we have not complied with such
requiremient.

As deseribed in note i (a), the fund acecountability statement
was prepared on the basis of cash reseipts and disbursenents,
whieh is a comprehensive basis of eash receipt and
disbursements, which i3 a compreheonsive basis of aceounting
other than generally accepted accounting prineiples,

=



USAID/DOMINICAN REPUBLIC'S GRADUATE MANAGEUENT
TRAINING PROJECT, ACTIVITIES MANAGED BY THE
CATHOLIC UNIVERS8ITY
FUND ACCOUNTABILITY STATEMENT

FOR THE PERIOD JUNE 23, 1983
TO JUNE 30, 1991

INDEPENDENT AUDITOR'S REPORT (continued)

In ouxr opinien, the fund acecountability statement referred to
above presents falrly, in all material respects, projeect
ravenues and costs incurred and roimbursed for the period
June 23, 1983 to Jumne 30, 1991 on tho basis of accounting
deseribed in Nete 1 (a).

December 15, 1991

Except for Note 8 which is dated Januvary 10, 1992,

Siteo Prwtls £ Ao /.



USAYD/DOMINICAN REPUBLIC'8S GRADUATE MANAGEMENT
TRAINING PROJECT, ACTIVITIES MANAGED BY THE
CATHOLIC UNIVEREITY
FUND ACCOUNTABILITY S8TATEMENT

FOR THE PERIOD JUNE 23, 1983
TO JUNE 306, 1991

(Expressed in USSH)

Unaudited Refarenee
Categories Buddget Actual o _noteas
Revenus 8 = £1,345,979 7
Technical Assistance:
Universities of:
Seouthern Carolina $2,129,194 =
Nevada 863,081 e
2,992,278 =
Pontifieia Univer-
gidad Catdlieca
Madre y Maastra:
a) Business
Administration:
Technieal
assistance 549,548 458,441 2
Training 711,083 143,987 3
Travel 46,642 43,650 4
Egquipment 1,489,993 524,168 5
_2.7%7,234 1,168,246
b) Hotel HMgmt &
Tourism:
Training 225,599 20,468 3
Bauipment 474,892 126,909 5
Z%Ll@it log()@(]’ = =
710,493 149,374
§6,590,000 $3,317,620 =
oOutstanding
balance 8 28,359 8

S8ee notes to the fund accountability statement.
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FOR WHE PRATOD JUNE >3, 32.3
PO SUNE 30, 1051

i, Orgap. =&y on ~Aad 7ooio. Sontss Undversity's siguificant
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Currxency used:

The University's aecouvnting records and the fund
aceountability statement aro expressed in U8$
dollars. Conseguently, any disbursgenment mad in
Dominican Pesoes have heen translated to U88 bg the
University uging the average officlial aexchange rate

prevailing at the transaction date.

grant agreement:

Oon June 23, 1983, the U.8. Ageney for
Development, Migslon to the Dominicarx
(USBSAID/Dominiean Republig) entered in )
agreement with the Dominiean Republicis Cath
University (Pontificia Universidad Catdlica Mad
Haestra -the University), to provide support £
developing the Graduate Management Training Preject,
USAID/Dominican Republie Project No.517-0157.
Through this agreement, UBAID/Dominican Republic
proviced the University a total of USS 6.5 million
in grant funds to cover expenses for the period June
23, 1983 to June 30, 199%91.
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The objeective of the preject was to establish a
guality program of graduate management education,
treining and research and to improve and expand
hotel management and tourism ¢training ia the
Dominican Republie.

BEST AVAILABLE 8=
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3.

a2

Yo, nick) cassistances

Eapengses related to technical agsistance ineurved
Tanversily fox project purposas were as follow:

simultaneous translation uBsy 83,5.9
Administrative assistant 9,290
Clerical personnal 19,282
fiigh management centexr 25,779
Publie Adninistration Faculty 304,212
Financial Director 13,389
UL? 18,441
Trainings
BExpengas related to training wevae conformed by
made to foreign professors parxticinating wi
Univereity, whieh represented an aggregated anm
Us$143,987, for the Busgsiness Adninistration Prog:
U8520,465 for Hotel Management Progranm.
Travel:
Travel e¥penses related to the project incurred
Businese Adminigtration Program congisted of:

gat ion eenter
Library 1:2
High Hanagement Institute
Data Processing Center 10 331

$51 65@

pavmants
th the
ount of
ram anga

hy the



5.

Equipment:

During the audit period, the Univorsity acguired the
following equipment . 4 suppliss for ths project:

Hotel
Buginess Management
Administration & Tourism
Progxain Progra
Comnumicatinn egquipment V88 9,514
compucer 291,
Equipment & physical plant 38,292
Hieroechips 15,898
Library, publications and
equipmnent 216,179 192,978
Lecture eguipment 3,008
Writting maehine 7,205
Bubscriptions 58,947
Photocopiler 23,755
Calg¢ulator 596
gimultaneous translation
sguipnent 5,431
Logistie suppert = 108,931
BEquipnent and materials for
claggroeons 19,440
Supplies 58,935
HMiscellaneous 35,53
Ug8524 ,wse U88128,909

05 T £33 £ e ST SO0 T TR 150 610 S G o e e o R 15 o e

The University's counterpart contribution:
as the institution responsible for total
projeet implementation was responsible to provide the
necessary spacse, admninistrative and legistical support,
including normal £finanecial operations and housekeeping
funetions. The University was alseo responsible for:

The Univergity

1) faeulty apps;ntm@nts and remuneration:

2) student admissions:

3) commodity proecurement;

4) selection of partieipants for training; and
5) other matters ineluding the coordination of

supporting university funetions.

10-



Aecording to the revised finaneial plan and costs
estimates, the University contributed with the total
amount agread as counterpart coantributien, whieh was
egstimated in RD$24,042,632 equivalent teo UBS%4,597,062.,
These valuss were not covered by our audit.

Budget execution:

The project was executsd by the University with funding
provided by USBAID/Dominican Republiec in the amount of
U8%1,345,979. In addition UBRID/Dominican Republic
c@ntraetoé and paid directly for equipment and technical
services. The total pvojeet oxecution, ineluding direct
payments, but excluding counterpart econtributions, was as
follows:

HManaged
Hanaged by the
Fudget by_UBAID University Total
Revenusa g e %3 348, 97@
Expenses:
Equipnent
& techinieal
aggigtanee - 82,064,304 = $2,064,304
Tachnical assistanee:s
University of
Southern
Carolinac £2,129,104 2,116,675 - 2,116,675
Nevada Uni-
V%z‘sitys 863,081 835,316 @ 835,316
Buginegs Ad-
ministration 2,797,234 = 1,168,246 1,168,246
Hotel Manage-
ment &
Tourism 710,491 = 146,374 149,374
Total g6, SOD ODG $5,016,295 4,317,620 %5 333 915
Balance S 28,359




8.

Subseguent event:

on January 10, 1992 the University reimbursed to
USAID/Doniniecan Republie the unusaed outstanding balance as
of June 30, 1991, as follews:

Funds returned to UBAID/Dominiecan
Republie on January 10, 1992 from
the Chage Manhattan Bank Account

No. 703-8-004177 U8$ 29,433
Funds transfered to UBAID/Dominican
Republie from Banco Popular
Dominicane RD$1,412, converted to
U8$ dollar at RDE12.67 = U8 1. 111

Canecelled checks, interest earned,
and others. { 1,185)

Balance as per fund accountability
gtatement as of June 30, 1991, U888 28,359

oo oo EReSes rmen

===
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USAID/DOMINICAN REPUBLIC'8S8 GRADUATE MANAGEMENT
TRAINING PROJECT, ACTIVITIES MNANAGED BY THE
CATHOLIC UNIVERSITY

INTERNAL CONTROL STRUCTURE
TNDEPENDENT AUDITOR'E REPORT

We have audited the fund accountability statement of USAID/
Dominican Republie's Graduate Management Praining Project,
Activities Managed by the Catholie University (Pontifieia
Tniversidad Catélica Madre y Maestra ~the University) for the
period June 23, 1983 to June 30, 1991, and have issued our
report thereon dated December 15, 1991,

Except for not cendueting and external quality controel review
by an unaffiliated audit organigation as descaibed further in
our opinien on the fund aceountability statement, we
condueted our audit in acecordance with genexrally aceepted
auditing standards and Govermment Auditing 8tandards issued
by the Comptyollexr General of the United 8tates. Those
standards reguire that we plan and perform the audit to
obtain reasonable agsurance about whaether the fund
accountubility statement is free of matexrial misstatement.

In planning and performing our audit of USAID/Dominican
Republie's Graduate Management Training Project Aectivities
Managed by the University, we have considered its internal
eontrol gstruecture in order to determine our auditing
procedures £for the purpose of expressing our opinion oen the
fund acecountability statement and net to provide assuranee on
the internal eontrel struecture.

The management of the University is responsible for
establishing and maintaining an internal econtrel strueture.
In fulfilling this responsibility, estimates and judgments by
management are reguired to assess the expected benefits and
related <costs of internal eoatrel structure polieies and
proeedures. The objeetives eof am internal control strueture
are to provide management with reasenable, but net absolute
assuranee that the assets are safeguarded against less from
urauthorized use or dispositien, amnd that transactions are
executed in accordance with management’s authorization and
recorded properly to permit the preparatien of the fund
accountability statement in accerdanece with the basis of
accounting deseribed in Note 1(a) to the fund acecountability
statement. Because of inherent limitations in any internal
control strueture, errors or irregularities may nevertheless
occur and not be detected.

13-



Also, projection of any evaluation of the struecture to future
periods 1is subjeet to the risk that procedures may become
inadequate beecause of changes in conditions or that the
effectiveness of the degign and eoperation of peolieies and
proceduraes may deteriorate.

For the purpose of this report, we have eclasgsified the
signifieant internal controel structure poligies and
procedures in the following categories:

. The accounting system and the internal control
environmnant.

. The University's proeurement system for equipment
and supplies.

. The proecedures to handle the bank acecounts and eash
reeceived.

. Disbursemant proecedures related to payroll, travel
expenses and personnel in training in the Unitad
States.

. Policies and preocedures established by the University
for planning and evaluating preject activities and
acecomplishments.

For all of the internal eomntrol strueture categeries 1iisted
above, we obtained an understanding of the design of relevant
policies and procedures and whether they have been placed in
operation, and we assessed control risk.

Our comsidexation of the internal control structure would not
necessarily diselose all matters in the internal econtrel
strueture that might be material weaknesses under standards
established by the American Institute of Certified Publie
Accountants. A material weakness is a reportable condition
in whieh the design or operation of one or more of the
specifie internal control structure elements does not reduce
to a relatively 1low 1level the risk that erroxs or
irregularities in amounts that would be material in relation

14=-



to the fund aececountability statement being auvdited may oecur
and not be detected within a timely period by empleoyess in
the normal course of performing their assigned funetions. We
noted no mattersg involving the internal contrel structure and
its operation that we consider to be material weaknesses as
defined above.

However, we noted certain mattors invelving the internal
contrel strueture and its oparatien that we have reported to
the management of the University in a saparate letter dated
January 3, 1992,

This report is intended for the infermation of the University
and the U.8. Agency for International Development. This
restriction is not intended to limit the distribution of this
report which, is a matter of public recoerd.

Decenber 15, 1991

Breept for WNote 8 which is dated January 10, 1992,

ff;éQ%2® q;%@@é@i;\zg f4£k%z;%£;>
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USAID/DOMINICAN REPUBLIC'S GRADUATE MANAGEMENT
TRAINING PROJECT, ACTIVITIES MANAGED BY THE
CATHOLIC OUNIVERSITY

COMPLIANCE WITH AGREBMENT TERMS AWD APPLICABLE
LAWS AND REGULATIONE
INDEPENDENT AUDLTOR'E REPORT

We have audited the f{fund aecountability statement of
UsaIlb/Dominican Republic's Graduate Management Training
Project, Activities Managed by the Cathelie University
(Pontificia Universidad catélica Madre y Maestra -=the
University) for the perieod Jume 23, 1983 teo June 30, 1991,
and have issued eur report thaereon dated December 15, 1991,

Except for mot condueting am external guality eontrol review
by an unaffiliated audit organization as deseribed further in
our opinion om the fund acecountability statement, wve
conducted ouxr audit in aecordanesc with generally accepted
auditing standards and Government Auditing SBtandards issued
by tile Comptreoller General eof the Uanited 8tates. Those
Standarxds regquire that we plan and perform the audit to
obtain reasonable assuranee about wanether the fund
accountability statement is free of material misstatement.

Compliance with agreement terms and laws and regulations
appliecable to the preject is the responsibility of the
University's management. As part of obtaining rcasonable
assurance about whether the fund accountability statement is
free of material migstatement, we performed tests of
compliance with eertain provisions of agreement terms and
laws and regulatiens. Hewever, oeur eobjective was not teo
provide an opinien en overall complianee with sueh
provisiens.

The result of our tests indicate that, with respeet to the
items tested, the University ecomplied, in all material
respects, with agreement terms and applieable laws and
regulations. With respect to items net tested, nothing came
to our attention that eaugsed us to believe that the
University had not cemplied, in all material respects, with
those provisions.



We noted ecertaln minor instances of noncomplianes that we
have reported to the management of the University inm a
ggparate letter dated January 3, 1992,

This report is intended for the information of the University
and the U.8. Ageney for Internatiomal Develepment. This
regtrietion is not intended to limit the distribution of this
report, whieh is a matter of publie reeord.

December 15, 1991

BExcept for Wote 8 whieh is dated Januaxy 10, 1992,

5@@@%@%‘\5 s A
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REPORT DISTRIBUTION

U.S. Ambassador to the Dominican Republic

D/USAID/Dominican Republic
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