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MEMORANDUM 

To: 	 USAID/Guatema Director, William S odes 

FROM: RIG/A/San Jos6,i i't Oohr 

SUBJECT: 	 Audit of USAD/Guatemala's Highland Potable Water and 
Sanitation Project Activities, Managed by the Highland Potable 
Water and Sanitation Project, August 27, 1991 to December 
31, 1992 

This report presents the results of a financial audit of the Highland Potable 
Water and Sanitation Project, USAID/Guatemala Project No. 520-0399, 
managed by the Highland Potable Water and Sanitation Project (project).
The audit firm of Arthur Andersen prepared the report dated October 1, 
1993.
 

This project is designed to improve the health of low-income rural 
inhabitants in the Guatemala highlands through the reduction of diarrheal 
diseases. To accomplish this, the project combines two preventive health 
interventions: health education and building of potable water and latrine 
systems. The project is a continuation of the Integrated Health and 
Nutrition Community Systems Project, USAID/Guatemala Project No. 520
251 and acquired the assets of that previous project. At the end of the 
project, the Ministry of Public Health and Social Assistance will establish 
the methodology to effectively combine water supply and sanitation with 
health education on a sustainable basis. 

The grant agreement provides for USAID funding of $9,500,000, 
counterpart contributions from the Government of Guatemala amounting 
to $6,993,612, and in-kind contributions from participating communities 
of $2,800,640. The agreement was signed on August 27, 1991 and has an 
anticipated 	duration of six years. 



The objectives of the audit were to determine whether: (1) the project's fund 
accountability statement presents fairly, in all material respects, the 
program's receipts and expenditures for the period, (2) the internal control 
structure of the project was adequate to manage the project 's activities, 
and (3)the project complied with the terms of the agreement and applicable
laws and regulations. The scope of the audit included an examination of 
the program's activities and transactions to the extent considered necessary 
to issue a report thereon for the audit period. 

Arthur Andersen was of the opinion that the fund accountability statement 
present, fairly, in all material respects, the project's receipts and 
expenditures under the agreement, except for the cffect of being unable to 
determine the level of counterpart contributions from the Government of 
Guatemala and participating communities. There were no questioned costs 
reported. 

Regarding the internal control structure, the auditors identified twelve 
reportable and material weaknesses. The auditors found that the project 
did not: (1) prepare fund accountability statements, (2) distribute 
procedure manuals to personnel, (3) maintain updated accounting records, 
(4) record certain transactions in the project's accounts, (5) adequately 
determine the cost of water systems, (6) establish a methodology for 
preparing reimbursement vouchers, (7) adequately manage disbursements, 
(8) adequately control fixed assets, (9) adequately maintain materials 
inventory area, (10) adequately manage payroll area, (11) maintain adequate
controls in the management of community revolving funds, and (12) 
segregate functions in the management of cash. 

Regarding the project's compliance with the terms of the agreements and 
applicable laws and regulations, the auditors identified nine material 
instances of noncompliance. The auditors found that the project: (1) did 
not reconcile its counterpart contributions and there was an insufficiency
in counterpart contributions from the Government of Guatemala, (2) did not 
prepare counterpart reports as required, (3) paid certain employees' wages
with Government of Guatemala funds but did not record them as 
counterpart contributions, (4) lacked adequate data for in-kind 
contributions by the participating communities, (5) had not notified the 
change of a representative to USAID/Guatemala, (6) discontinued 
supervision of the communities, (7) did not comply with certain 
requirements relative to the control of fixed assets, (8) lacked supervision 
of the communities regarding the management of the operations and 
maintenance fund, and (9) did not comply with certain fiscal requirements. 

We are including the following recommendations In the Office of the 
Inspector General's audit recommendation follow-up system. 
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Recommendation No. 1 

We recommend that USAID/Guatemala obtain evidence that the 
Highland Potable Water and Sanitation Project has established 
procedures that will ensure that the Highland Potable Water and 
Sanitation Project: (1) prepares fund accountability statements, (2) 
distributes procedure manuals to personnel, (3) maintains updated 
acco-anting records, (4) records all transactions in the project's 
accounts, (5) adequately determines the cost of water systems, (6) 
establishes a methodology for preparing reimbursement vouchers, (7) 
adequately manages disbursements, (8) adequately controls fixed 
assets, (9) adequately maintains materials inventory area, (10) 
adequately manages payroll area, (11) maintains adequately controls 
in the management of community revolving funds, and (12) segregates 
functions in the management of cash. 

Recommendation No. 2 

We recommend that USAID/Guatemala obtain evidence that the 
Highland Potable Water and Sanitation Project has completed the 
following actions: (1) reconciled its counterpart contributions and 
ensured sufficient counterpart contributions from the Government of 
Guatemala, (2) prepared counterpart reports as required, (3) recorded 
certain employees' wages paid with Government of Guatemala funds 
that were not recorded as counterpart contributions, (4) compiled 
adequate data for in-kind contributions by the participating 
communities, (5) notified the change of representative to 
USAID/Guatemala, (6) established supervision of the communities, (7) 
complied with certain requirements relative to the control of fixed 
assets, (8) established supervision of the communities regarding the 
management of the operations and maintenance fund, and (9) complied 
with certain fiscal requirements, as identified in the Arthur Andersen 
report dated October 1, 1993. 

Recommendation No. 1 can be resolved when USAID/Guatemala presents 
an acceptable firn plan of action to correct the reported deficiencies and 
can be closed when it presents acceptable evidence that the required 
procedures have been established. Recommendation No 2 will be 
considered resolved when USAID/Guatemala presents an acceptable firm 
plan of action to take action on the reported deficiencies and can be closed 
when it presents acceptable evidence that the required actions have taken 
place. 
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The report was discussed with representatives of the Highland Potable 
Water and Sanitation Project who agreed with a majority of the findings and 
recommendations included in the report. The comments of management 
are included as Annex I to the Arthur Andersen report. 

This final audit report is being transmitted to you for your action. Please 
advise this office within 30 days of actions planned or taken to resolve and 
close the recommendations. 
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ARTHUR 
ANDERSEN 

ARTHUR ANDERSEN A GO. S. C. 

Edificio Gentro Gerencial Las Margarilas 
Diagonal 6, 10-65 zona 10 5o.Nivel 
PBX 327939, FAXES: 316914, 316916 
Guatemala, C.A. 

June 8, 1994 

Mr. Coinage N. Gothard
 
Regional Inspector General
 
United States Agency for International Development

San Jos, Costa Rica
 

Dear Mr Gothard: 

This report presents the results of our financial audit of the HIGHLAND

POrABLE WATER AND SANITATICN PM=3JECr, USAID/GMEMA PM= No. 520-0399,

managed by MTHEIG{EAND POIABIE WALER AND SANITATICN PF3JET (PAYSA), for the 
period August 27, 1991 to December 31, 1992.
 

I. BACKGUND 

On August 27, 1991, the United States Agency for International Development
in Guatemala (USAID/GAaTEMAIA) and the Government of Guatemala, through the
Ministry of Public Finance (MINFIN), the Ministry of Public Health and Social
Assistance (MSPAS) and the Secretariat General of the National Economic Planning
Council (SEGEPAN) signed Grant Agreemnt No. 520-0399 for US$ 3,945,000 in orderto provide funds for the HIGHiLAND PankBiE WATER AND SANITATICN PR3JECT which is
managed by the HIGHLAND PAiE WkTER AND SANImT PD=JECT (PAYSA). Under
amendments No. 1 of September 27, 1991 and Nos. and 3 of September 112 and 30,
1992 respectively, the Grant Agreement was increased to US$ 9,500,000. 

This project is a continuation of the Integrated Health and NutritionCQmmmity Systems Project, Project No. 520-0251 which was financed under the Loan
and Grant Agreements No. 520-U-033 and 520-0251, respectively. The objective ofthe previous project was to increase the coverage and effectiveness of an
integrated rural health system in the western highlands of Guatemala, and itended in Septeamber, 1990. With the approval of USAiD/GWMATIA, the assets
acquired with Project No. 520-0251 funds became part of PAYSA. 
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ARTHUR ANDERSEN & Co. 

The budget categories of the Project are the following: (1) Constructionof water and latrine systets; (2) Health education; (3) Evaluations and audits;and (4) Inflation and contingencies. These categories include the follmingitems: (a) acquisition of materials; (b) acquisition of vehicles, tools andequipment; (c) administration and maintenance; (d) studies, evaluations
audits; and (e) inflation and contingencies. 

and 

This Project, with a six-year duration, is designed to improve the healthof low-incom rural inhabitants in the Guatemalan highlands through the reductionof diarrheal diseases. To reduce the incidence of diarrhea, the Project cmbinestw preventive health interventiOns: (1) Health education, and (2) The buildingof potable water and latrine system. Part of the Project includes theconstruction of 200 potable water systems and 24,000 latrines in the sixDepartments of the Western Highlands, in 300 cxmm ities with populations rangingfrom 200 to 1,200 inhabitants. At the end of the Project, the Ministry of PublicHealth and Social Assistance will establish the methxdlogy to effectivelycxtitine water supply and sanitation with health education on a sustainable basisfor the omunities served. That is, the cmmrities which participate willreceive training in basic personal hygiene and environmental sanitation, and theywill be managing, maintaining aid administering their caminuty systemwater
efficiently. 

The goal of the Project is to reduce infant mortality in the participating
caummities by twenty percent during a five-year period. 

The objective of the Project is to reduce by about 40 percent the incidenceof gastrointestinal disease in the target communities, especially among children
under five years of age. 

The Government of Guatemala is committed to providing (for the entire lifeof the Project) counterpart contributions for a sum no less than US$ 6,993,612in local currency, and the participating crmunities are to provide the
equivalent of US$ 2,800,640 in-kind. 

The counterpart contributions required for the period August 27, 1991 to
December 31, 1992 were as follm~s:
 

Government of Guatemala 
 1,983,000 10,256,526
Participating Czummnities 547,000 2,850,452
 

Total 
 2,530,000 13,106,978
 

II. AUDIT OBJECTIVES 

The audit was performed in accordance with generally accepted auditingstandards and "Government Auditing Standards" issued by the Oiiptroller Generalof the United States (1988 Revision). Consequently, it included tests ofaccouaning records considered necessary in the circumstances. 
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ARTHUR ANDERSEN & Co. 

The specific objectives of the audit were to determine whether: 

1. 	 The fund accountability statement of the Project financed with USAID 
funds reasonably presents, in all material respects, the income 
received and costs incurred for the period August 27, 1991 to 
December 31, 1992, according to generally accepted accounting
principles or another ccuprehensive basis of accounting, including
cash based accouting and modifications to this base. 

2. 	 The internal control structure is adequate to administer Project
activities, through evaluating and obtaining sufficient under
standing of the internal control structure of PAYSA, evaluating
control risk, and identifying reportable conditions, including 
important internal control weaknesses. 

3. 	 PAYSA ocplied, in all material respects, with the terms of the 
agreement and with applicable laws and regulations, and to express
positive assertion on the matters evaluated and a negative assertion 
on matters not evaluated. 

III. 	 SCOPE OF THE WORK 

The scope of the work consisted of: 

A. 	 Preliminary audit procedures 

We reviewed project-related documents to familiarize ourselves with the 
Project. 

B. 	 Examination of fund accountability statement
 

We examined the Project fund accountability statement for the period August
27, 1991 to December 31, 1992, including all direct assistance funds received 
from USAID identified by loan, grant and budget amounts for category and 
principal item. Income received fram USAID less costs incurred, after taking 
into account accruals, should reconcile with the cash balance on hand and/or in 
bank accounts. 

C. 	 Internal control structure 

We reviewed and evaluated PAYSA's internal control structure to obtain 
sufficient understanding of the design of important control policies and 
procedures, and whether such policies and procedures have been put into practice.
The report on the evaluation of the internal control identifies the important
categories of the internal control structure, reportable conditions which affect 
the design and operation of the internal control structure, and reportable
conditions considered to be significant weaknesses. Minor weaknesses are 
included in a letter to PAYSA management, as considered appropriate. Reportable
conditions, including significant weaknesses, are presented in the report as 
"findings". 
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ARTHIUR ANDERSEN & Co. 

D. 	 Cmpliance with the terms of the Agreement,

and with applicable laws and rulations
 

We verified compliance in all material respects with the terms of the 
agreement and with applicable laws and regulations. The report includes a
positive assertion on matters evalu-ted; a negative assertion on matters not 
evaluated; and the important cases of noncmpliance, which are included as 
"findings" in the report. 

IV. 	 RESULS OF THE AUDIT 

This section presents a summary of the results of the audit, briefly
describing the more important points and problems encountered, which we comment 
on in more detail in the relevant section of this report. 

Fund accountability statement 

The State Accounting Department reported a difference of Q 239,919 less
than what PAYSA reported to USAID/GUATEMALA as counterpart contributions for the 
period August 27, 1991 to December 31, 1992. It was not possible to determine 
the source of this difference as PAYSA does not have a detailed compilation to 
support the sum reported to USAID/JATEMALA. In addition, because there are no 
proper records of the ccmmunity contributions to the Project, we could not 
satisfy ourselves as to their reasonableness; which for the period August 27, 
1991 to 	December 31, 1992, totalled Q 912,315.
 

Except for the effect of the matters mentioned in the preceding paragraph,
the fund accountability statement presents fairly, in all material respects, the 
cash receipts and disbursements of the HIGMIAND POTABlE WATER AND SANITATION 
PRFJECT, USAID/GUATR AIA PRCECr No. 520-0399 managed by the HIGHIAND POTABLE 
WATER AND SANITATION PRWJECr (PAYSA) for the period August 27, 1991 to December 
31, 1992, and its cash balances as of December 31, 1992, inaccordance with the
 
basis 	of accounting described in Note (3) to the fund accxuntability statement. 

Internal control structure 

The evaluation of the internal control structure of PAYSA revealed the 
following reportable conditions: 

FINANCIAL INFORMATION 

1. 	 PAYSA does not follow the practice of preparing a monthly and 
accumulated fund accountability statement for Project activities. 
Moreover, PAYSA does not make reconciliations between the net of 
income and expenditure and cash on hand and inbanks.
 

2. 	 PAYSA does have administrative and prooedures manuals but these have 
not been distributed to personnel involved. Some of the procedures
described in these manuals are carried out as part of the routine 
functions of each employee, but this does not guar-antee proper
compliance with policies and procedures. In addition, these manuals 
are not sufficiently flexible to make amendments. 
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ARTHUR ANDERSEN & Co. 

3. 	 PAYSA's accounting records are not up to date. Additionally, the 
opening entry in the PAYSA accounts does not include the works 
executed with funds fron the earlier Project. 

4. 	 PAYSA does not record reimbursements for expenses fron USAID to 
PAYSA and refunds for advances fran PAYSA to the Global Revolving 
Fund (fund by which the Government of Guatemala grants advances to 
PAYSA) in the Project main and subsidiary records. 

5. 	 Although there is a regional warehouse and costs manual, it does not 
define a methodology to determine the costs of the water systems 
installed or in the process of installation. Due to this, the 
following problems arise: 

The reports of personnel activities (Form C-4), which are the 
source of information for distribution of personnel costs to 
each of the systems, are not delivered in time to the officer 
in charge of costs. On some occasions, the reports arrive six 
months late. The situation is the same with reports (C-2) and 
(C-5) on materials and wages contributed by the communities, 
respectively.
 

Indirect expenses are prorated in the same proportion for all 

projects instead of using a reasonable distribution base. 

EDIPENDURE 

6. 	 PAYSA does not have an established methodology for the preparation 
of reimbursement vouchers which are submitted to USAID for refund. 
One reimbursement voucher includes disbursements for several months, 
which causes the following: (1) It is difficult to determine 
whether a document was or was not reimbursed or reimbursed more than 
once, because the individual expense documents are not detailed in 
running order, and (2) It is difficult to make monthly 
reconciliations between the accounting records (bank books) and the 
reimbursement vouchers, as monthly counts are not made for these. 

7. 	 W found the following weaknesses in the disbursements area: 

FAYSA: 

-	 Did not void ex4enses vouchers. 

Did not attach a copy of the check voucher as evidence of when 
payment was made or who made the payment in the case of types 
"B" and "C" purchase and payment orders. 

Did not attach invoices to the purchase and payment order in 
sane purchases of fuel (see examples in finding described in 
the internal control section). 
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ARTHUR ANDERSEN & Co. 

Issued sane invoices attached to type "A"purchase orders in 
the name of the National Treasury and not in the name of PAYSA 
(see examples in the finding described in the internal control 
section). 

FIXED ASSETS AND INVENIORIES 

8. We noted the following deficiencies in the control of fixed assets: 

PAYSA did not take anmual ghysical inventories and make 
selective periodic counts in order to determine differences 
arn determine responsibility in the case of shortages. 

- The fixed assets subsidiary record: 

Includes many items with a cost of less than Q 100 

Does not identify what assets were acquired with grant
funds and what assets were acquired with counterpart 
funds or funds frm other sources 

Includes unserviceable assets or assets which no longer 
exist; for example, a motorcycle which was stolen and 
vehicles out of service in Totonicap~n 

lacks necessary information, for example, date of 
acquisition of assets, number of check or purchase
order, number of invoice, name of supplier, and location 
of the assets 

Is not periodically reconciled against the balance 
according to the principal books of accounts 

PAYSA does not identify the assets with a label indicating 
code number assigned according to inventory records.
 

There is a vehicle assigned to personnel of the Directorate of 
Environmental Sanitation (DSM) for which there are no reports 
as to its use to determine whether it is being used for 
project purposes. 

- There are no controls on maintenance given to each vehicle. 

9. We found the following deficiencies in the area of inventories: 

PAYSA does not take selective periodic inventories and end-of
year caiplete inventories to determine differences and adjust 
subsidiary and principal records. 

In the Totonicapin warehouse there are unprotected building 
materials out in the yard. 
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ARTHUR ANDERSEN & Co. 

In the TotonicapAn warebouse there are differences between the
physical stocks and balances according to cards (see examples
in finding described in the internal control section). 

The fuel subsidiary control record is wt reconciled 
periodically with stocks in tank, according to the service 
station. In addition, clearings in the fuel subsidiary
records are done on the basis of the vouchers delivered to 
users before use and -not on the basis of vouchers as 
despatched by each service station. 

PAYROLLS
 

10. We found the following weaknesses in the payroll area: 

Same adinistrative employees working in the PAYSA central 
offices are included in the payroll of eiployees in 
Totonicap6n under another category (see examples in finding
described in the internal control section). 

Contracs for professional services under budget heading 079 
are drawn up several months after the start of the service 
(see exanples in finding described in the internal control 
section). 

TREASURY 

11. In the manageent of the ccmmunity revolving funds (fund made up of 
cotrmibutions by the ccmmunities to refund part of the cost of the 
works), we found the following deficiencies. 

- Although there is a written procedure for the management of 
ccumnity revolving funds, it has not been distributed to the 
personnel involved. The procedures are followed out of 
routine. 

- No reonciliations are made of contributions according to 
PAYSA subsidiary records and collection receipts (Form 63-A)
and against what is received by the Departmental Directorates 
General of Iternal Revenue (see finding described in the 
internal control section, the difference between contributions 
according to source). 

- The comuittee in each comunity has not been required to 
implemnent -'ontrolson amunts refunded and to be refunded to 
the revolviyg fund, in order to periodically reconcile against
PAYSA subsidiary records and community controls. 

- The balances pending refund by each ccmmnity cannot be 
reconciled with the principal books because PAYSA's books ai, 
not up to date. 
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12. 	 In the management of cash there is no proper segregation of 
functions because the general cashier receives deposits, makes out 
checks, updates the bank book and prepares the bank reconciliations. 
In the case of refunds of expenses fran petty cash, the cashier 
prepares the settlement, receives the refund check, endorses and 
deposits it. 

ompliance with terms of the agreement and
 
applicable laws and regulations
 

Except for the noncompliance situations described in finding Nos. 1 to 9,
the results of our tests of compliance indicate that, with respect to the matter 
tested, PAYSA oamplied in all material respects with the terns of the agreement
and with applicable laws and regulations which could have a significant effect 
on the fund accountability statement. With respect to matters not tested,
nothing came to our attention that caused us to believe that PAYSA has not 
complied, in all material respects, with the terms of the agr--ment and with 
applicable laws and regulations. Below is a sunmmary of the findings reported: 

1. 	 The counterpart contributions for the Project, according to 
confirmation by the State Accounting Department, for the period
August 27, 1991 to December 31, 1992, do not match the amount 
reported by PAYSA to USAID/GUATEALA during the same period. 

2. 	 The quarterly counterpart reports are not sent to USAID/GTE.L
within 30 calendar days following the close of each quarter. For 
example, the report for the first quarter of 1993 was sent to 
USAID/JATEMALA on July 12 of the same year. 

3. 	 There are personnel working for PAYSA that are paid by the 
Government of Guatemala under budget heading 011, whose wages are 
not recorded as counterpart contributions. On the other hand, the 
wages of five persons working for the Directorate of Environmental 
Sanitation (DSM) are recorded as counterpart contributions although 
they are not working on the Project. 

4. 	 According to reports submitted to USAID/EJATOWA, in-kind 
contributions from the ccmmunities to the Project during the period
August 27, 1991 to December 31, 1992 totalled Q 912,315, but the 
report does not contain the details of their composition.
 

5. 	 PAYSA has not notified USAID/GATEMALA of the change of the 
representation of the new Minister of Public Health and Social 
Assistance for purposes of the agreement.
 

6. 	 When we made selective visits to the communities, we noted that 
there is not a health technician for each water system nor are 
monthly visits being made to the commrunities. 
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7. In the area of fixed assets, PAYSA did not cnmply with the following 
requirements:
 

PAYSA did not:
 

- Identify fixed assets with the USAID logotype.
 

- Take annual inventories. 

- Keep books for consumable assets (assets with a useful life of 
less than two years). 

- Send the inventory of fixed assets to the State Accounting 
epartment. 

- Keep formal responsibility cards and maintain them up to date.
In addition, in the book of non-consumable goods there is noindication as to whether the assets were acquired with own
funds or grant funds. 

8. PAYSA does not require any report from the community treasurer on
the handling of the operations and maintenance fund (fund made up of
contributions from the beneficiary communities). 

9. In payments which PAYSA makes to thirl parties, PAYSA does notrequire invoices or vouchers with the Value Added Tax (VAT) nor does
it make withholdings of income tax (see examples in finding
described in the compliance section). 

We also noted that in some payments made with grant funds there is no requirement for invoices and vouchers to show the Value Added Tax(see examples in findings described in the Compliance Section). 

V. MANAGEMEfl COMMEMS 

According to PAYSA's letter dated September 19, 1994 (see Annex I) PAYSA
agreed with the content of this report except to the finding Nos. 3, 4, 6, and
11 on the internal control structure and finding Nlo. 4, on the compliance withthe terms of the agreement and applicable laws and regulations. See in Annex II 
our responses to the management conments. 
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ARTHUR ANDERSEN & CO. 

HIQ1ILAN FOUS A T~EM AND SANITATIC -PRJECr 
USAID/GUATEMAIA PJEM No. 520-0399 

THE IUIM POU WAMNU=CK 1W (MMYS 

F, TM MI AXX 27, 1991 To DECE. 31, 192 

We have audited the accapanying fund acountability statement of theHIGEHLAND POABE WAEER AND SANr PMJECr, USAID/(NCK 2@A PMJEC' No. 5200399 managed by the HIGIAND POTABIE WATER SANITTICN PraJECT (PAYSA) (adecentralized entity organized in the Republic of Guatemala), for the periodAugust 27, 1991 to December 31, 1992. This fund accountability statement is theresponsibility of the man nt of PAYSA. Our responsibility is to express anopinion on this fund accountability statemnt based on our audit. 

Except as described in the fourth paragraph of this report, we perfomedour Audit in accordance with general accepted auditing standards and, except asdescribed in the following paragraph, in accordance with the "Goverzment AuditingStandards" issued by the Cmptroller General of the United States (1988Revision). Both standards require that we plan and perform the audit to obtainreasonable assur e about whether the fund accountability statement is free ofmaterial misstatement. An audit includes examining, on a test basis, evidencesupporting the amounts and disclosures in the fund accountability statement. Anaudit also includes assessing the accounting principles used and significantestimates made by the Administration, as well as evaluating the overallaccountability statement presentation. We believe that 
fund 

our audit provides areasonable basis for our opinion. 

Our organization does not have an external quality control review byanother accounting firm as required by paragraph 46 of chapter 3 of "GovernmentAuditing Stardards" issued by the United States Comptroller General (1988Revision) as a quality control program is not required by professional standardsin Guatemala. We believe that the effect of this departure from the financialaudit requirements of Government Auditing Standards is not material as weparticipate in the Arthur Andersen & Co. worldwide internal quality controlprogram and are subjected, every three years, to a quality control review bypartners and managers from other Arthur Andersen & Co. offices. 

The State Accounting Department reported a difference of Q 239,919 less
than reported by PAYSA to USAID/(. 4LAI as counterpart contributions for theperiod August 27, 1991 to December 31, 1992. It was not possible to determinethe source of this difference because PAYSA does not have a detailed copilationto support the amount reported to USAID/GIM A (see finding No. 1 in thesection of compliance with terms of the agreement and applicable laws andregulations). In addition, because there are no proper records of the cmumnitycontributions to the Project, we could not satisfj ourselves as to their 
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ARTHUR ANDERSEN & Co. 

reasonableness which, during the period August 27, 1991 to December 31, 1992, 
totalled Q 912,315. 

As explained at Note (3), the fund accountability statement has been 
prepared on the basis of cash received and disbursements made, which is a 
xciprehensive basis of accounting base different fran generally accepted 
accounting principles.
 

In our opinion, except for the effect of the matters mentioned in the 
fourth paragraph of this report, the fund accountability statement referred to 
above, presents fairly, in all material respects, the cash receipts and 
disbursements of the HIGHLAND POTABLE WATER AND SANITATION PROECT,
USAID/GUATEMALA PM=JECT No. 520-0399, managed by the HIGHIAND POTABLE WATER AND 
SANITATION PRO=)ECT (PAYSA), for the period August 27, 1991 to December 31, 1992 
and its cash balances as of December 31, 1992, in accordance with the basis of
 
accounting described in Note (3). 

This report is intended for the information and use of the HIGHILAND POTABLE 
WATER AND SANITATION PROJECT (PAYSA) and the United States Agency for 
International Development. However, this restriction is not intended to limit 
the distribution of this report, which upon acceptance by the parties, is a 
matter of public record. 

Guatemala, C. A. 

October 1, 1993
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HIGUMAND POTABLE WATER AND SANITATION PRO= 

USAIDWGAT7AA PRJECT NO. 520-0399 

%GE BY 

THE HIGHN POKMBL MTtER AD SWAI1ION PThCT (PAYSA) 

FUND ACOMILM TATM 

POR THE PERIOD AUGUST 27, 1991 TO DOM M 31,1992 

Budget category 

INOCME: 
Funds received from-
USAID/GUATEM 

Global Revolving Fund of the 

Government of Guatemala (Note 6) 

DISBURSEMENTS: (Note 6) 
Construction of water systems and 

latrines 
Health education 
Evaluations and audits 
Inflation and contingencies 

Budget 
according to 
action plan Actual 

Q 23,092,428 

-

23,092,428 

Q -

265,850 

265,850 

16,845,464 
1,982,962 

586,145 
3,677,857 

164,050 
101,800 

-
-

Q 23,092,428 Q 265,850
 

The notes to the fund accountability statement should be read in conjunction with 

this statement. 
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HIGHLAND PUoaLE W AND SANIM R P-ECTUSAID!MT No. 520-0399 

~~EJ~~ A NINAGM) WBY~s 

W=I TO THE FUND A0=1MIUTY STh~RTD 

10 THE MaOD AUG= 27. 1991 TO WWWR 31. 1992 

(1) Descrioion of groject 

On August 27, 1991, the United States Agency for International Developmentin Guatemala (USAID/GUWBMAI&) and the Government of Guatemala, through theMinistry of Public Finance (MNFIN), the Ministry of Public Health and SocialAssistance (MSPAS) and the Secretariat General of the National Economic PlanningCouncil (SEGEPLAN) signed Grant Agreement No. 520-0399 for US$ 3,945,000 in orderto provide funds for the HIGHLAND POTABIE M=R AND SANITATIC PRaJECT which ismanaged by the HIGHIAND POTABLE WATER AND SANITATICN PRO= (PAYSA). Underamendmnts No. 1 of September 27, 1991 and Nos. 2 and 3 of September 11 and 30,respectively, in 1992, the Grant Agreement was increased to US$ 9,500,000. 

This project is a continuation of the Integrated Health and NutritionCawtumity Systems Project, Project No. 520-0251 which was financed under the Loanand Grant Agreements No. 520-U-033 and 520-0251, respectively. The objective ofthe previous project was to increase the covera and effectiveness of anintegrated rural health system in the western highlands of Guatemala, and itended in September, 1990. With the approval of USAID/G!AT4AIA, the assets
acquired with Project No. 520-0251 funds became part of PAYSA. 

The budget categories of the Project are the following: (1) Constructionof water and latrine system; (2) Health education; (3) Evaluations and audits;and (4) Inflation and contingencies. These categories include the followingitems: (a) acquisition of materials; (b) acquisition of vehicles, tools andequipment; (c) administration and maintenance; (d) studies, evaluations and
audits; and (e) inflation and contingencies. 

This Project, with a six-year duration, is designed to improve the healthof low-ixxm rural inhabitants in the Guatemalan highlands through the reductionof diarrheal diseases. To reduce the incidence of diarrhea, the Project combinestwo preventive health interventions: (1) Health education, and (2) The buildingof potable water and latrine systems. Part of the Project includes theconstruction of 200 potable water systems and 24,000 latrines in the sixDepartments of the Western Highlands, in 300 ommnities with populations rangingfrom 200 to 1,200 inhabitants. At the end of the Project, the Ministry of PublicHealth and Social Assistance will establish the methodology to effectivelycombine water supply and sanitation with health education on a sustainable basisfor the cxmmunities served. That is, the comiunities which participate willreceive training in basic personal hygiene and environmental sanitation, and theywill be managing, maintaining and administering their comnity water system
efficiently. 
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The goal of the Project is to reduce infant mortality in the participating
cmmuities by twenty percent during a five-year period. 

The objective of the Project is to reduce by about 40 percent the incidence
of gastrointestinal disease in the. target ccmmunities, especially among children 
under five years of age. 

The Government of Guatemala is committed to providing (for the entire life
of the Project) counterpart contributions for a sum no less than US$ 6,993,612
in local currency, and the participating communities are to provide the 
equivalent of US$ 2,800,640 in-kind. 

The counterpart contributions required for the period August 27, 1991 to 
December 31, 1992 were as follows: 

US$ 0 

Government of Guatemala 
Participating Camnunities 

1,983,000 
547,000 

10,256,526 
2,850,452 

Total 2,530,000 13,106,978 

(2) Brief history of the imlementing entity 

The HIGHIAND POTABLE WATER AND SANITATION PRFaECT (PAYSA) is an office 
attached to the Directorate of Environmental Sanitation (DSM) of the Ministry of
Public Health and Social Assistance and was created under Government Order No.
833-91 of November 18, 1991 as implementing entity of the HIGHLAND POTABLE WATER 
AND SANITATION PRaECT. 

PAYSA is in charge of planning, organizing, developing, supervising, and
evaluating the Project with the means provided by the United States Agency for
International Development in Guatemala (USAID/GJATEMAIA) and national funds 
bxgeted by the Government of Guatemala. 

The ending date of the Project is December 31, 1996, which is the date that 
the subscribing parties consider that all objectives and goals will have been 
met. 

Project expenses are covered initially with advances which PAYSA receives 
from a Global Revolving Fund created in the Bank of Guatemala. USAID/GUATEMAIA
later refunds these expenses on presentation of reimbursement vouchers. When
PAYSA receives the refunds from USAID/GUATEMAA, it proceeds to refund the Global 
Revolving Fund mentioned above. 

(3) Principal accountinM policies 

Presentation basis
 

The Project fund accountability statement was prepared on the basis of cash
received and disbursements made, which is a omprehensive basis of accounting
different frcm generally accepted accounting principles. This base differs from 
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generally accepted accounting principles in that it does not record accruals, and 
the purchase of properties and equipmt are recorded as disbursements instead 
of being capitalized. Moreover, cash received and disbursements made, may also 
include the net product of loans. 

The fund accountability statement was prepared on the basis of subsidiary
records (banks books and expense settlements) and does not include the direct 
purchases made by USAID for account of the project nor the counterpart
contributions fran the Government of Guatemala and the Ccmmunities. 

(4) Monetary unit 

PAYSA's accounting records for Project purposes are kept in quetzals (Q),
the official currency of the Republic of Guatemala. As of December 31, 1992, the 
quetzal was quoted on the bank market, in relation to the United States dollar, 
at Q 5.37 : US$ 1.00. The contributions (refunds) from USAID for the Project 
were in quetzals. 

(5) Counterpart contributions of the Government of Guatemala 

Below we show the difference between the counterpart contributions required
in the action plan approved by USAID/GUATE7AIA for the years 1991 and 1992 and 
the contributions actually made according to PAYSA: 

According 

Item 
to action 

plan 
According 
to PAYSA Difference 

Building of water system,
latrines, and health educa
tion Q 7,722,649 Q 3,183,922 Q 4,538,727 

operation and maintenance 2,533,877 85,161 2,448,716 

Q 10,256,526 Q 3,269,083 Q 6,987,443 

(6) Subsequent events
 

The expenses incurred by PAYSA as of December 31, 1992 for Q 265,850 were
covered with advance funds fran the Global Revolving Fund in the Bank of 
Guatemala. These expenses were refunded by USAID/GUATEMALA on March 10, 1993. 
Refund to the Global Revolving Fund by PAYSA was made on March 12, 1993. 
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ARTHUR ANDERSEN & CO. 

HIGHUA ) IU" E APM AN=CV 20=
 
,AID/(ME EQJECT No. 520-0399
 

- m~w ain n sfWrX icv W (PYSA 

We have audited the fund accountability statemnt of the HIGHLAND PIE
WAIMMR AND SANITIN PROJECT, USAID/GMT9WA PROJECr No. 520-0399 managed by' the 
HIGMAND POMBLE VaER SANICff PRECT (PAYSA) (a decentralized entity
organized in the Republic of Guatala), for the period August 27, 1991 to
December 31, 1992 and we have issued our report in which we expressed a qualified
opinion dated October 1, 1993. 

Except for not having an external quality control review conducted by
another accounting firm as fully described in our report on the fund accountabil
ity statement, and except as mentioned in the fourth paragraph of such report,
we conducted our audit in accordance with generally accepted auditing standards
and "Government Auditing Standards" issued by the Comptroller General of the
United States (1988 Revision). Both standards require that we plan and perform 
our audit to obtain reasonable assurance about whether the fund accountability 
statement is free of material misstatement. 

In planning and performing our audit of the fund accountability statement
of the HIGHIAND ParABIE WErm AND SANi' cu PFD=, USAID/WXLmI4A PR= No.
520-0399 for the period from its beginning (August 27, 1991) to December 31,
1992, we considered the internal control structure of the HIGHLAND POTABIE WATER
AND SANITATICt PROJECT (PAYSA) to determine our auditing procedures for the 
purpose of expressing our opinion on the fund accountability statement and not
 
to provide assurance on the internal control structure.
 

The management of the HIGHLAND POIaBIE WATER AND SANITACN PROJECT (PAYSA)
is responsible for establishing and maintaining an internal control structure.
In fulfilling this responsibilty, estimates and jui3ents by management are
required to assess the expected benefits and related costs of the internal
control structure, policies and procedures. The objectives of an internal
control structure are to provide maneent with reasonable, but not absolute, 
assurance that the assets are safeguarded against loss from unauthorized use or
disposition, and that t are executed in accordance with manament's 
authorization and recorded properly to permit the preparation of the fund
accountability statement in accordance with the basis of accounting described in
Note (3) to the fund accountability statecmn. Because of inherent limitations
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 beoome inadequate
because of changes in conditions or that the effectiveness of the design and 
operation of policies and procedures may deteriorate. 
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ARTHUR ANDERSEN & Co. 

For the purpose of this report, we have classified the significant internal 
control structure policies and procedures in the following economic cycles: (1)
financial information: preparation of reports; (2) conversion: control of fixed 
assets and inventories; (3) purchases; (4) payrolls; and (5) treasury: cash 
management. 

For all of the internal control structure economic cycles 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 control risk. 

We noted certain matters involving the internal control structure and its
operations that we consider to be reportable conditions under standards 
established by the American Institute of Certified Public Accountants. The 
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 judgment, could adversely affect the entity's ability to 
record, process, summarize and report financial data consistent with the
assertions of management included in the fund accountability statement. Our 
evaluation of PAYSA's internal control structure related to Project activities,
disclosed the reportable conditions which are described in finding Nos. 1 to 12 
included on the following pages of this report. 

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 material in relation to the fund accountability statement being audited 
may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions. 

Our consideration of the internal control structure would not necessarily
disclose all matters in the internal control that might be reportable conditions,
and, accordingly, would not necessarily disclose all reportable conditions that 
are also considered to be material weaknesses as defined in the foregoing
paragraph. 

In addition, we noted other matters involving the internal control struc
ture and its operation that we have considered are not reportable conditions 
which have been reported to the management of PAYSA in a separate letter dated 
October 1, 1993. 

This report is intended for the information and use of the HIGHIAND POTABIE 
WTER AND SANITATION PROJECT (PAYSA) and the United States Agency for 
International Development. However, this restriction is not intended to limit 
the distribution of this report, which upon acceptance by the parties, is a 
matter of public record. 

Y49&wJ~w & 
Guatemala, C. A. 

October 1, 1993 
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HIGHLAD POTABLE WAM AND SAWD CK P JECr
USAID!M&UE PRJECT No. 520-0399

ANAGED BY 

THIE HIGLAND FPJ!ABIB M- SNIWAION FW (PArSA) 

IWRNAL C W 

1. 	 Lack of preparation of a fund acountability statment
 

Condition
 

PAYSA 	does not follow the practice of preparing a monthly and accumulatedfund accountability statemnt for Project activities. Moreover, PAYSA does notmake 	reconciliation between the net of incam and expenditure and cash on hand 
and in banks. 

Criteria 

Under generally accepted accounting principles, PAYSA should keep properrecords to show: (1) An accurate and timely status of each Project activity; (2)Source and application of Project funds; and (3) Balance of Project funds which
should be reconciled with cash on hand and in banks.
 

Cause
 

The administrative ari accounting procedures manual 
does 	 not define theneed 	to prepare a monthly and accrued fund accountability statement during thelife 	of the Project. PAYSA prepares a report on budget execution but this isupdated on the basis of funds cmitted and not on the basis of expenses
incurred. 

Effect 

There is no timely information on the activities executed during the lifeof the Project. Moreover, responsibility cannot be determined for cash shortages 
or averages. 

Recommendation 

We suggest that PAYSA prepare a fund accountability statement showing: (1)Income received and disburseents made during the year and accumulated during thelife of the Project, and (2) The balance of the fund (income less expenditure),
which 	 should match cash on hand and in banks. If there is any difference itshould be investigated. Prior to preparation of the statement, inccme should be 
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reconciled with contributions according to USAID or the Revolving Fund, as
applicable, and disbursements with the accounting records (bank book). This 
procedure should be defined in the administrative and accounting procedures
manual. We also suggest that the budget execution report be prepared on the 
basis of expenses incurred and not disbursements committed. 

2. Procedures manuals have not been distributed to personnel 

Condition 

PAYSA does have administrative and procedures manuals but these have not
been distributed to personnel involved. Some of the procedures described in
these manuals are carried out as part of the routine functions of each employee,
but this does not guarantee proper compliance with policies and procedures. In
addition, these manuals are not sufficiently flexible to make amernments. 

Criteria 

Written policies and procedures form part of a proper accounting internal 
control structure, and they should be made known to personnel involved. These
policies and procedures should be designed for easy modifications, in case they 
are not functional when put into operation. 

Cause 

PAYSA does not have the resources to print several copies of the manuals 
and distribute them to interested personnel. 

Effect 

When policies and procedures are not known by personnel, they become
dependent on the criteria of those who execute them. Personnel cannot assume
responsibility by claiming lack of knowledge of such policies and procedures.
Moreover, the resources invested in the design of the manuals are being wasted. 

Recomedation 

We suggest that PAYSA seek resources for the printing of the different 
administrative and procedures manuals, and that they be distributed to personnel
involved; each member of the staff should receive at least the part which is
relevant to his/her task. These manuals should preferably be printed on
replaceable sheets, so that they can be easily amended. 

3. PAYSA's acounting records are not up to date 

Condition 

PAYSA's accounting records are not up to date. Additionally, the opening
entry in the PAYSA accounts does not include the works executed with funds fran 
the earlier Project. 
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Criteria 

One of the properties of an accounting system is that it should be reliable 
and timely so that it may serve as a tool for decision making. 

Cause 
There has been rotation of personnel in the Accounting Department and 

present personnel have only recently been contracted. 

Effect 

PAYSA's managemnt may make wrong decisions without reliable and timelyinformation. The risk of misuse of Project assets increases with the nonexistence of principal records against which to reconcile the subsidiary records. 

Recaniendation 

We suggest that PAYSA update its accounting records expeditiously using theaccounting manual. We also suggest including, by means of an entry, works
cumpleted and those left in process under the earlier project. 

4. Transactions not recorded in PAYSA accounts 

Condition 

PAYSA does not record reimbursements for expenses from USAID to PAYSA andrefunds for advances from PAYSA to the Global Revolving Fund in the Project main 
and subsidiary records. 

Criteria 

Under generally accepted accounting principles, all transactions relative 
to an econmic entity should be entered in the accounting records. 

Cause
 

USAID issues reimbursement checks in the name of the National Treasury andnot in name of PAYSA. PAYSA receives the checks, endorses them, and depositsthem in the account of the Global Revolving Fund in the Bank of Guatanla.
Moreover, accounting personnel do not know the procedure described in the
accounting manual which requires the accounting of these transactions. 

Effect 

This condition makes it difficult for PAYSA to compile its accountingrecords for reimbursements made by USAID to PAYSA, and PAYSA's refunds to theGlobal Revolving Fund. Also it is difficult to prepare the fund accountability 
statement. 

-20



Fecmwirenation 

We suggest that PAYSA record in its principal and subsidiary records incme
fran reibursement of expenses by USAID/GUMT IAA and disbursnts for refunds 
to the Global Revolving Fund, independently of whether the USAID refund checks 
are issued in name of the National Treasury. 

5. Deficiencies in determining the cost of the water system 

Con-dition 

Although there is a regional warehouse and costs manual, it does not define 
a methodology to determine the costs of the water system installed or in the 
process of installation. Due to this, the following problems arise: 

The reports of personnel activities (Form C-4), which are the source 
of information for distribution of personnel costs to each of the 
system, are not delivered on time to the officer in charge of 
costs. On same occasions, the reports arrive six months late. The
situation is the same with reports (C-2) and (C-5) on materials and 
wages contributed by the cxmities, respectively. 

Indirect expenses are prorated in the same proportion for all 
projects instead of using a reasonable distribution base. 

Criteria 

Accountixr practices require that proper methods be provided for the 
determination of cost of assets, works, products, etc. 

Cause 

No pertinent policy has been defined in the accounting manual. 

Effect 

The total cost of the water systems could be undervalued or overvalued 
because the cost of one system may be ctarged to another. 

Recommndation 

We suggest that PAYSA develop, in the regional warehouse and cost manual, 
a nethodology to determine the cost of the water systems. This manual should
de-scribe: (1) reports required from each department involved and critical dates
for delivery, and (2) establishment of a reasonable basis of distribution of
indirect costs. For example, it should describe how to determine monthly howmuch direct costs applied to each water system represents in relation to total
direct costs for all the systems in process, and then how to distribute indirect 
costs in that proportion. 
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6. There is no methodoloc for mreparing reimbursement vouchers 

Oxdiition 

PAYSA does not have an established methodology for the preparation of
reimbursement vouchers which are submitted to USAID for refund. One
reimbursement voucher includes disbursements for several months, which causes thefollowing: (1) It is difficult to determine whether a document was or was not
reimbursed or reimbursed more than once, because the individual expense documents 
are not detailed in running order, and (2) It is difficult to make monthly
reconciliations between the accounting records (bank books) and the reimbrsnt 
vouchers, as monthly counts are not made for these. 

Criteria 

As part of policies and procedures to strengthen accounting internalcontrols, there should be a methodology for preparing the reimbursement vouchers 
which are presented to USAID. 

Cause 

There is no requirement in the accounting manual. 

Effect 

Errors could arise in the preparation of the fund accountability statement,because the recording of the disbursements could be amitted or duplicated. In
addition, errors might occur and not be detected on time. 

RecomerKtion 

We suggest that PAYSA develop a methodology for the preparation of the
reimbursement vouchers presented to USAID, and that it incorporate it in its
administrative and accounting manual. As part of the methodology, provisions
should be made for preparation of the reimbursement vouchers on the basis of 
expenses incurred during a certain period and counts made at the end of each
month, in order to reconcile with the bank subsidiary record. It is important
for this purpose that type "C" purchase and payment orders presented to the
National Treasury for their approval should be settled in the same order as 
issued. 

7. Deficiencies in the disbursements area 

Condition 

We found the following weaknesses in the disbursements area: 

PAYSA: 

Did not void expenses vouchers. 

Did not attach a copy of the check voucher as evidence of when 
payment was made or who made the payment in the case of types "B" 
and "C" purchase and payment orders. 
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Did not attach invoices to the purchase and payment order in sane 
purchases of fuel, for example: 

Purchase
 
order Date Surplier Amount
 

93/92 18-09-92 Gasolinera Corona Roja Q 22,732
 
116/92 23-10-92 Servioentro Esso San Pedro 25,002
 
123/92 23-1-092 Gasolinera Texaco "G.S" 15,000
 

Issued some invoices attached to type "A" purchase orders in the 
name of the National Treasury and not in the name of PAYSA, for 
example: 

invoice Date Supplier Amount
 

A-183523 19-03-93 Esso Central Amdrica, S. A. Q 44,516 
124 25-02-93 Estaci6n Shell Indolatino 28,663 
122 25-02-93 Estaci6n Shell Indolatino 19,107 
91045 09-12-92 Estacin Texaco San Miguel 15,711 

Criteria
 

Sound commercial practices recognized here require that a purchase be duly 
documented with application to purchase, purchase orders, quotations or proforma
invoices, check vouchers, invoices in the name of the buyer and evidence of 
receipt of the good and/or service. All these documents should be reviewed and 
authorized by competent personnel. 

Cause
 

The procedures defined in the purchase and contracts manual are not being 
followed. 

Effect
 

There is the risk that: (1)A document can be reimbursed more than once;
(2) Purchases can be made under mistaken criteria; and (3) Expenses can be 
questioned because they are not properly documented. 

Recommendation
 

We suggest that personnel involved in the purchasing procedure follow the 
steps established in the purchasing and contracts manual, and also implement the 
following procedures: (1) Cancel invoices and purchase orders (original and 
copies) with a stamp bearing the legend "Paid"; (2) Attach a copy of the check 
voucher to types "B" and "C" purchase orders; (3) Attach a copy of the invoice 
to all purchase and payment orders and; (4)Request invoices in the name of PAYSA 
or NATIONAL TRFASURY/PAYSA for purchases made under type "A" purchase orders. 
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8. 	 Deficiencies in the control of fixed assets 

condition 

We noted the following deficiencies in the control of fixed assets: 

PAYSA did not take annual piysical inventories and make selective 
periodic counts in order to determine differences and determine 
responsibility in the case of shortages. 

- The fixed assets subsidiary record: 

Includes many items with a cost of less than Q 100 

Does not identify what assets were acquired with grant funds 
and what assets were acquired with counterpart funds or funds 
from other sources
 

Includes unserviceable assets or assets which no longer exist; 
for example, a motorcycle which was stolen and vehicles out of 
service in Totonicap~n 

Lacks 	necessary information, for example, date of acquisition
 
of assets, number of check or purchase order, number of 
invoice, name of supplier, and location of the assets 

Is not periodically reconciled against the balance according 
to the principal books of acounts 

- PAYSA does not identify the assets with a label indicating code 
number assigned according to inventory records. 

- There is a vehicle assigned to personnel of the Directorate of 
Environmental Sanitation (ESM) for which there are no reports as to 
its use to determine whether it is being used for project purposes. 

-	 There are no controls on maintenance given to each vehicle. 

Criteria 

The internal control structure should provide reasonable but not absolute 
assurance that assets are protected against loss by unauthorized use or disposal. 

Cause
 

PAYSA does not have sufficient personnel to take periodic and annual 
inventories. 

The administrative procedures manual has not been distributed to personnel 
involved. 
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The acounting manual does not define policies and procedures as to the 
amount of assets which should be capitalized. 

Clearing of unserviceable or nonexistent assets involves a lengthy process
because it must be authorized by the Office of the Camptroller of Accounts of the 
Nation. 

Effect 

(1) Time is invested in controlling uninmportant assets; (2) ne risk of 
unauthorized use or disposal of assets increases; (3) The accounting records do 
not accurately reveal the value of Project assets; and (4) The cost benefit of 
repair or disposing of certain assets, for example, vehicles, is unknown. 

Reccmmendation
 

We suggest that PAYSA: (1) Evaluate the expediency of contracting
additional personnel to take periodic selective inventories and a ccmplete
inventory at the end of each year, and that they be reconciled with the 
subsidiary and principal records in order to make the pertinent adjustments; (2) 
Define a policy for the capitalization of fixed assets; (3) Modify the structure 
of the fixed assets subsidiary records in such a manner as to identify (a) goods 
acquired with grant funds and funds from other sources, (b) check number, (c)
invoice number, (d) name of supplier, and (e) location of the asset; (4) Exclude 
fran the subsidiary records and the accounts those unserviceable or nonexistent 
goods, and for which approval should be requested praiptly from the Office of the 
Qmptroller of Accounts of the Nation; (5) Identify the goods with a label 
bearing the assigned code number; (6) Implement controls on maintenance provided 
to each vehicle; and (7) Inplement controls to verify the use of the vehicle 
assigned to the Directorate of Environmental Sanitation and that it request
periodic reports on its use. In addition, PAYSA should request the return of 
this vehicle if it is not being used for Project purposes. 

The above suggestions should be incorporated into the PAYSA accounting 
and/or administrative procedures manuals. 

9. Deficiencies in the materials inventory area 

Condition 

We found the following deficiencies in the area of inventories: 

PAYSA does not take selective periodic inventories and end-of-year 
omplete inventories to determine differences and adjust subsidiary 
and principal records.
 

In the Totonicapan warehouse there are unprotected building 
materials out in the yard. 

The fuel subsidiary control record is not reconciled periodically 
with stocks in tank, according to the service station. In addition, 
clearings in the fuel subsidiary records are done on the basis of 
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the vouchers delivered to users before use and not on the basis of 
vouchers as despatched by each service station. 

In the Totonicapdn warehouse there are differences between the 
physical stocks and stocks according to stock cards. Our counting 
tests which included 27 articles that represent 3%of the universe 
on September 22, 1993, disclosed the following differences: 

Physical Stock 
C0de Description count Cards Difference 

AR220005 1/2" 300 W gate valve 299 297 2 
AR200129 1-1/2" 250 PSI PVC tube 500 455 45 
AR200106 1" HG tube 392 237 155 
MRI10009 SAE 40 motor oil (gallons) 240 245 (5)
AR200105 3/4" HG tube without coupling 76 96 (20) 

Criteria 

A proper internal control structure requires that the goods be protected 
against damage, loss and unauthorized use. 

Cause 

PAYSA does not have sufficient personnel to take inventories in the 
warehouses at different locations. 

The Totonicapdn regional warehouses are not sufficient to store all the 
material. 

Procedures defined in the administrative manual are not being followed, and 
the manual itself does not provide for actions to be taken in the case of 
differences in the inventories. 

Effect 

The risk of materials being removed or used without authorization 
increases. Also, the accounting records do not precisely reveal stock levels at 
a given date. 

Pe ndation
 

We suggest that PAYSA (1) Evaluate the convenience of contracting 
additional personnel to take periodic selective inventories and a cxmplete
inventory at the end of each year, and that it reconcile them with the stock 
cards and the principal books. If there are differences, they should be 
investigated to identify responsibility; (2) Evaluate the possibility of 
enlarging the Totonicapan warehouse, for which it must apply for additional 
funds; (3) Identify unserviceable materials which take up space which could be 
better used to store usable goods, and apply to the Office of the Comptroller of 
Accounts of the Nation for authorization to clear such goods both physically and 
in the accounts; (4) Operate fuel outgoings on the bisis of vouchers actually
despatched by the service stations, and not when the vouchers are delivered to 
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the users of the fuel; and (5) Reconcile stocks of fuel according to subsidiary 

records with stocks held in tanks 	according to the service stations. 

10. 	 Weaknesses in the payroll area 

Condition 

We found the folloing weaknesses in the payroll area: 

Some administrative employees Working in the PAYSA central offices 
are included in the payroll of employees in Totonicapan under
another category. Some examples are: 

Post held in 	 Reported inName of employee central offices Totonica payroll as 

Hanz Escobar Batz Caputer operator Warehouse assistant
Jislena Castafeda Financial assistant Payroll officer
Fabiola J. Col6n Secretary 	 Warehouse assistant
Glenda Miranda Secretary Warehouse assistant
Hugo Leonel Garcia Purchasing officer Payroll clerk 

Contracts for professional
drawn up several months 

servi
after the 

ces 
start 

under b
of 

udget heading 
the 

079 are 
service. Scm 

examples are: 

Contractor 
Start date 
of services 

Date of 
contract 

Erick Vinicio Mollinedo 
Gilberto Garcia Villatoro 
Carlos Aroldo Zic 
Hugo Leonel Pivaral 
Maria Eugnia VAsquez 

07-01-93 
07-01-93 
07-01-93 
07-01-93 
05-01-93 

09-01-93 
09-01-93 
09-01-93 
09-01-93 
07-01-93 

Criteria 

A proper internal control system requires that the services relationship
be regulated from the start, in order to demand rights and meet responsibilities. 

Cause 

The guidelines contained in the administrative procedures manual are not
being 	followed. 

The Government budget allocated to the PAYSA central offices is not enough
to cover the administrative posts. 

Approval procedures for contracts under budget heading 079 by 	 Governmnt 
entities are slow. 
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The risk of paying unauthorized wages increases. 

There could be questions frcm the Ccamtroller's Office with respect to 
funds from one budget heading being used for another without prior authorization. 

Contractors may avoid contractual responsibilities because the contractual 
relationship is not established from the beginning. 

Qaton
 

We suggest that PAYSA take the following actions: (1) Request the Ministryof Finance to transfer the allocation of funds from one budget heading to anotherto cover all adinistrative posts, and (2) Submit budget heading 079 contractsto Government departments in advance for approval so that they will be authorized 
in time. 

11. Lack of controls in the manaemnt of cmmmity revolving furds 

Condition 

In the management of the camminty revolving funds (fund made up ofcontributions by the cmunities to refund part of the cost of the works), we 
found the following deficiencies. 

Although there is a written procedure for the imknajrmnt of
caummmity revolving funds, it has not been distributed to the
personnel involved. The procedures are followed out of routine. 

No reconciliations are made of contributions according to PAYSA
subsidiary records and collection receipts (Form 63-A) and againstwhat is received by the Departmental Directorates General of
Internal Revenue. The contributions by the ummities for the
period from October 1991, to Deceiber 31, 1992 show the following
differenes: 

Forms Directorates of
egion Records 63-A Internal Revenue 

TotonicapAn Q 113,757 Q 134,821 Q 
 163,222

San Marcos 84,286 
 77,273 87,584
 

The comittee in each cawmiity has not been requied to implement
controls on amounts refunded and to be refunded to the revolving
fund, in order to periodically reconcile against PAYSA subsidiary
records and ccumunity controls. 

The balances pending refund by each commnity cann t be reconciled 
with the principal books because PAYSA's books are not up to date. 
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Recognized accounting practices require that reconciliations be made withexternal sources, for example, banks, clients, suppliers, in this case with thebeneficiary camuities and the Departmental Directorates General of Internal 
Revenue.
 

Cause
 

Personnel involved are ignrant of ceitain matters invlved in the controlof the xmunity revolving funds because they have not been given the applicableguidelines. Moreover there are no defined procedures requiring reconciliationof contributions and balances to make refud to the funds, and between thesubsidiary and principal controls of PAYSA and the controls of external sources. 

Effect 

Information on contribtins and balances refumiable to the communityrevolving fund in each place is not entirely reliable. The cmmmnities can alsofall behind in the payment of their quotas because there is controlno andsupervision of the committees representing them. 

RecomTedation 

We sugest that PAYSA publish the guidelines contained in the administrative procedures manual relative to control of cczmunity revolving funds, and thatsuch guidelines be put into practice. In addition to these guidelines, it isimportant that PAYSA make periodic reconciliations with contributions andbalances to be refunded to the community revolving funds according to itssubsidiary and principal records with the income receipts (Forms 63-A) and asreceived according to the Departmental Directorates General of Internal Revenue.The cxmmity cmmittees should also be required to implement controls oncontributions and balances refundable to the fund, and that these be periodically
reconciled with PAYSA's subsidiary and principal records. 

because the general cashier receives deposits, makes out checks, updates the bank 

12. There is no proper gegation of functions in the Mmg ent of cash 

Condition 

In the manaient of cash there is no proper segregation of functions 

book and prepares the bank reconciliations. In the case of refunds of expensesfram petty cash, the cashier prepares the settlement, receives the refund check,
endorses and deposits it. 

Criteria 

A proper internal control structure requires that there should be proper
segregation of functions in any area. 

Cause 

Lack of implementation of the administrative procedures manual. 
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The risk of misappropriation or misuse of cash increases. 

Becmuiendation 

We suggest that PAYSA establish a proper segregation of functions in
handling of cash. We also suggest that PAYSA put into practice
adinistr-ative procedures manual relative to this area. 

the 
the 
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ARTHUR ANDERSEN & CO. 

HIGHLEAND POIBLE WAR AND SANrBMPCU RW)ECr

USAIDIG!UATMALA PIa7ECI No. 520-0399
 

MANGED BY 

THE HIGHUMN POMWB WO SW =I_0Kt WNV (PAYS 

LU4M IAI WIH AG~dM4M TOMI~ AN~D
 
APPLICABLE LAWS AND REUIAICUS
 

RIEPENDE~r AUDITOfRS' REPORT
 

We have auited the fund accountability statement of the HIGLAND POTABLE
M= AND SANITATIC PM=JET, USAID/MNI.A PMECT No. 520-0399 managed by the
HIGHLAND POTABLE WMER SANITATICN PRJECT (PAYSA) (a decentralized entity
organized in the Republic of Guatemala), for the period August 27, 1991 to
December 31, 1992 and we have issued our report in which we expressed a qualified
opinion dated October 1, 1993.
 

Except for not having an external quality control review conducted by
another accounting firm as fully described in our report on the fund accountabil
ity statement, and except as mentioned in the fourth pararaph of such report,
we conducted our audit in accordance with generally accepted auditing stanlards
and "Governmnt Auditing Standards" Generalissued by the Camrptroller of the
United States (1988 Revision). Both standards require that we plan aid perform
our audit to obtain reasonable assurance about whether the fund accountability
statement is free of material misstatement. 

Canpliance with the terms of the agreement and with applicable laws andregulations is the responsibility of the management of the HIGLAND POTABIE
WER SANITATICN PFD=JET As part of obtaining assurance(PAYSA). reasonable 

about whether the fund accountability statement is free of material misstatement,

we performed tests of PAYSA's ccpliance with the 
terms of the Agreement and
applicable laws and regulations. Howver, the objective of our audit of the fund
accountability statement was not to provide an opinion on overall cxvpliance with
such provisions. Accordingly, we do not express such an opinion. 

Material instances of noncxmpliance are failures to follow requirements or
violations of the terms of the agreement, and applicable laws and regulations
that cause us to conclude that the aggregation of the misstatemnts resulting
frcm those failures or violations is material to the fund accountability
statement. The results of our test of compliance disclosed material instances
of noncapliance, which are described in finding Nos. 1 to No. 9, and are
included on the following pages of this report. 

We considered these material instances of nonaipliance in forming ouropinion on whether the fund accountability statement of PAYSA, for the period
August 27, 1991 to December 31, 1992, is presented fairly, in all material 
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ARTHUR ANDERSEN & Co. 

respects, in conformity with the basis of accounting described in Note (3) to the 
fund accountability statement, and this report does not affect our report on the 
fund accountability statement dated October 1, 1993. 

Except as described above, the results of our tests of cempliance indicate 
that, with respect to the items tested, PAYSA ccmplied, in all material respects,
with the provisions indicated in the third paragraph of this report. With 
respect to items not tested, nothing came to our attention that caused us to 
believe that PAYSA had not coplied, in all material respects, with those 
provisions. 

This report is intended for the information and use of the HIGHIAND POTABIE 
WATER AND SA14ITATION PM=JECT (PAYSA) ard the United States Agency for 
International Development. However, this restriction is not intended to limit 
the distribution of this report, which upon acceptance by the parties, is a 
matter of public record. 

Guatemala, C. A. 

October 1, 1993 
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HIGHLAND PKrABIE WAT AND SANITATIC ERWEar
 
I 2D/GAMA!2A EMC No. 520-0399


MANAGED BY
 

ME HIM M POMBL RM8AnITICN PYEC'L (PAYBA) 

CUOPLIANE WIT( TERKS OF AGREEEAND APPLICABLE LAWS AND EMU= 

FININGS, 

1. 	 Lack of reconciliation and insufficiency in counterpart contributions of 

the Goverrmvnt of Guatemala 

Condition 

The counterpart contributions for the Project, according to confirmation
by the State Accounting Deipartment, for the period August 27, 1991 to December
31, 1992, do not match the amount reported by PAYSA to USAID/GUATEMA during the 
same period.
 

The difference is shcwn below:
 

Contributions 
during

Source of information 	 the period 

PAYSA reports Q 3,269,083
 
State Accounting Department 3,029,164
 

Reported in excess by PAYSA Q 239,919
 

The difference of Q239,919 cannot be explained because these contributions 
are not detailed in the PAYSA reports. 

There is an insufficiency of Q 6,987,443 in the counterpart contributions
required for the years 1991 and 1992 according to the action plans approved by
USAID/GUAMkLA for those years (see Note 5 to the fund accountability
statement). 

Criteria 

The ounterpart reports which PAYSA sends to USAID should 	 include
sufficient detail to permit reconciliation against the reports confirmed by the 
Goernment of Guatemala. 

Under 	 the Project execution plan approved by USAID/GUATEMAIA, the 
counterpart contributions for 1991 and 1992 should have reached approximately 
Q 10,256,526. 
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PAYSA includes purchase orders in the reports subnitted to USAID/UJAA
which are paid after the cutoff date of the reports. 

PAYSA does not follow the practice of reconciling the amount of the 
counterpart ontributions according to its own controls with the records of the 
State Directorate of Aooounting. 

The Government of Guatemala has not allocated the funds required for the 
Project. 

Effect 

The reports on counterpart contributions nresented to uSAID/M'EmAIA are 
not accurate. Moreover, Project goals are not reached because the budgeted funds 
are not available. 

Reccomendation 

We suggest that the reports on counterpart contributions include only those 
purchase and payment orders actually paid, and that, before the reports are sent 
to USAID, they be reconciled against contributions according to the State 
Directorate of Accounting. We also suggest that PAYSA ccnpile adequate data for 
the counterpart contributions for Q 3,269,083 as of December 31, 1992, to explain 
the difference of Q 239,919. 

2. Counterpart reports are not sent within the time provided 

Condition
 

The quarterly counterpart reports are not sent to USAID/GJATEMALA within 
30 calendar days following the close of each quarter. For example, the report
for the first quarter of 1993 was sent to USAID/GUATEMALA on July 12 of the same 
year. 

Criteria 

Under Section IX of Implementation Letter No. 1, the quarterly reports on 
counterpart contributions should be sent to USAID/GJATEAL within 30 calendar 
days after the end of each quarter. 

Cause
 

Lack of proper procedures to allow quantifying the counterpart contribu
tions in a timely manner. 

Effect
 

Noncompliance with the term of the grant agreement and/or project 
implementation letters.
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Rococra-dation 

We suggest that PAYSA implement proper control procedures to allow 
quantifying the Project counterpart contributions in a timely manner. In future, 
PAYSA should send to USAID/GUAT the quarterly reports on counterpart 
contributions within 30 calendar days following the end of each quarter. 

3. 	 PAYSA has certain employees' wages that are paid with Government of
 
Guatemala funds but are not recorded as counterpart contributions
 

Condition
 

There are personnel working for PAYSA that are paid by the Government of 
Guatemala under budget heading 011, whose wages are not recorded as counterpart
contributions. On the other hand, the wages of five persons .mrking for the 
Directorate of Environmental Sanitation (DSM) are recorded as counterpart
contributions although they are not working on the Project. 

Criteria 

Counterpart reports should include all and only those counterpart

contributions which are eligible under the terms of the agreement.
 

Cause 

Personnel working for the Project are included in the payrolls of other
 
Governmint departments because PAYSA does not have a sufficient budget allocated
 
to pay their wages. In addition, at the request of the Head of the Division of
 
Environmental Sanitation, five PAYSA employees were temporarily transferred to
 
this Division.
 

Effect 

This situation increases the insufficiency of the counterpart contributions 
according to the budget approved by USAID, and results in inaccurate accounting 
records for counterpart contributions. 

Reconnendation 

PAYSA should include in the counterpart contribution reports the wages of 
all employees who work for the Project, but currently appear in the payrolls of 
other Govenment departments. For this purpose, PAYSA should request the 
Ministry of Finance to include these employees in PAYSA' s budget. Moreover, 
there should be excluded as counterpart contributions wages paid to those persons
who do not work for the Project, independently of whether they are paid with 
PAYSA funds. 

4. Lack of adeauate data for in-kind contributions by the colunities 

Condition
 

Aoxording to reports submitted to USAID/GUATIIALA, in-kind contributions 
frm the camamtities to the Project during the period August 27, 1991 to December 
31, 1992 totalled Q 912,315, but the report does not contain the details of their 
composition.
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Under Section B.5 (b) of annex B to the Agreement, PAYSA should keep 

adequate records related to Project activities. 

Cause
 

Lack of personnel in the financial area to verify the information provided 
by the infrastructure ccmponent.
 

Effect 

Noncompliance with the terms of the Agreement, and it is not krwn whether 
the communities have complied with the contributions under the action plan
approved by USAID. 

RecomTendation
 

We suggest that PAYSA prepare a detailed itemized report of the headings
and amounts which make up I ,e communities' in-kind contributions. In the future,
this itemized report shoul.U be prepared monthly and reported to USAID quarterly. 

5. PAYSA has not notified USAID/GJATE AIA of the change of a representative 

Condition 

PAYSA has not notified USAID/GUATEAIA of the change of the representation
of the new Minister of Public Health and Social Assistance, for agreement 
purposes. 

Criteria 

Under Section 8.2 of the Grant Agreerent, notification of any appointment
of additional representatives for Agreement purposes should be sent to USAID in 
writing. Although the names of officers of the Guatemalan Government are a 
matter of public knowledge, USAID reserves the right to accept them as 
representatives, deperding on the reputation of each. 

Cause
 

PAYSA is not aware of this Agreement clause. 

Effect 

Noncompliance with the terms of the Grant Agreement. 

Reca)endation 

We suggest that PAYSA notify USAID in writing, for its approval, of the 
appointment of the new Minister of Public Health and Social Assistance as the 
grantee's representative. We also suggest that notification of any change in an 
appointment or an additional appointment in future be sent in a timely manner to 
USAID for its approval. 
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6. 	 Disgontinuation of superM son of the ccmmunities 

Condition 

When we made selective visits to the ciminties, we noted that there isno health technician for each water system nor are monthly visits being made to 
the cumamities. 

Criteria 

Under Section III (2) of Annex A to the agreement, a minimum of one healthworker should be assigned to each water system installed, and he should visit the
beneficiary communities at least once a month. 

Caus3 

A new health volunteer system is in process of implementation. 

Effect 

Carnmnity problems might not be detected nr attended to on tie. 

Recomniation 

We suggest that PAYSA implement the new health education system whichshould 	envisage monthly visits to the communities and the appointment of a health 
technician for each water system.
 

7. 	 PAYSA did not comply with certain requirements relative to the control 
of fixed assets 

Condition 

In the area of fixed assets, PAYSA did not comply with 	the following
requirements:
 

PAYSA did not:
 

- Identify fixed assets with the USAID logotype.
 

- Take annual inventories. 

- Keep books for consumable assets (assets with a useful life of less 
than two years). 

- Send the inventory 
Department. 

of fixed assets to the State Accounting 

- Keep formal responsibility cards and maintain them up to date. In
adition, in the book of non-consumable goods there is no indication 
as to whether the assets were acquired with own funds or grant
funds. 
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Under Section B.8 of Annex B to the Agreement, assets financed with the 
grant should be marked with the USAID logotype. 

According to Circular 3-57 issued by the Office of the Accountant General 
of the Nation, PAYSA should:
 

- Take 	an annual inventory and conclude it at December 31 each year. 

a- Keep subsidiary book of consumable assets (assets with a useful 
life of less than two years), which should be authorized. 

- Add the fixed assets in the book of non-consumable goods and in the
responsibility cards at the exact moment when they are acquired.
These records should show what goods were acquired with own funds 
and what goods were acquired with Grant funds. 

- Send to the State Directorate of Accounting, in the month of January
each year, a certified copy of nveable and immvable property. 

Cause 

PAYSA does 	not have sufficient personnel to take annual inventories. 

Lack of supervision of personnel responsible for updating booksresponsibility cards and sending the 
and 

inventories to the State Directorate of 
Accounting. 

Effect 

Noncanpliance with the terms of the Agreement. Additionally, in a review
by the Office of the Comptroller of Accounts by the Nation, PAYSA could
subject to questions from the couptroller. 

be 

Recau idation 

We suggest that PAYSA comply with the requirements described incondition section of this finding. 	
the 

For this purpose, PAYSA advise personnel oftheir responsibilities. It should also apply for an increase in its budget to 
contract for additional staff. 

8. Lack 	of supervision of the cummunities regarding the management of 
the operations and maintenance fund 

Condition 

PAYSA does not require any report frum the community treasurer on thehandling of the management of the operations and maintenance fund (fund made upof contributions from the beneficiary communities). 
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Criteria 

Under Articles 22 and 25 of Government Order No. 293-82 (RE(LATIMS FORHE AMNISRATICN, OPERATICO AND KM NCE OF RURAL POaIBLE WMER SYSTMS),
the committees should report to the rimmities, at the end of each calendar 
year, on the financial status of the operations and maintenance fund, and send 
a copy of this report to the departments referred to in the regulations
(departments specialized in potable water and rural sanitation). 

Cause 

Lack of technical training of the persons who make up the cmmuity
committees. 

Effect 

It is not known whether the fund is being properly used by the communities. 

Additional costs in repairing the water systems could be incurred if 
maintenance checks are not properly made.
 

Recommendation 

We suggest that PAYSA personnel provide training for community comitteemembers on how to prepare reports on the manageuet of operations and maintenance
funds. As a minimum the camittees should be required to prepare a quarterly
detail of balance at the beginning, quotas collected, expenses incurred, and 
ending balance. 

9. PAYSA is not complying with certain fiscal require nts 

Condition 

In payments which PAYSA makes to third parties with counterpart funds,
PAYSA does not require invoices or vouchers with the Value Added Tax (VAT) nor 

vouchers with the Value Added Tax 

does it make withholdings of income tax. Some examples are: 

Purchase 
Order Date Beneficiary For Amount 

60-92 
113-92 
02-93 
03-93 
04-93 

07-23-92 
11-02-92 
03-25-93 
03-25-93 
03-25-93 

Oscar E. Rios/Ana Ochaita 
Oscar E. Rios/Ana Ochaita 
Blas Orlando Marroquin 
Anibal Alejandro Galindo 
David Rene Guay 

Lease of buildings 
Lease of buildings 
Professional fee 
Professional fee 
Professional fee 

Q 30,000 
16,050 
12,840 
12,840 
12,840 

We also no~ted that, in som payments made with grant funds, invoices or 
are not required, for example: 
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Purchase 
Oer Date Beneficiay For Amutt 

27-92 
28-92 
28-92 
29-92 

12-15-92 
12-22-92 
12-22-92 
12-22-91 

Francisco Rafael JuArez 
Anibal Alejandro Galindo 
Miguel Angel GuzmAn 
Miguel Antonio De Le6n 

Professional fee 
Professional fee 
Professional fee 
Professional fee 

Q 7,500 
25,000 
21,000 
12,600 

Criteria 

The Value Added Tax Law does not exempt Governemnt departments fram thepayment of the tax, whether the goods or services contracted are paid withGovernment funds or grant funds. Iowever, because the grant funds cannot be usedfor the payment of taxes (according to the provisions of Section B.4 of Annex Bto the Agreement), such taxes should be covered with PAYSA's own funds or with 
counterpart funds. 

Under Article 6 literal K of the Income Tax Law, PAYSA is not required tomake tax withholding except when the payments are made with counterpart funds. 

Cause
 

PAYSA is not aware of these requirements. 

Effect 

Because responsibility for the lack of collection and renittance of taxesto the Treasury is joint and several, PAYSA would be responsible in the event ofa fiscal inquiry. In addition, third parties are encouraged not to cmply with
their tax obligations. 

Recommendation 

We suggest that PAYSA comply with the following fiscal requirements: (1)In the purchase of goods and services with counterpart funds, invoices should berequired with the Value Added Tax or receipts with 7%of the value in tax stamps,and income tax withholdings should be made in the percentages provided in thelaw. If the withholding is paid by the beneficiary to the Directorate Generalof Internal Revenue, a copy of the payment receipt should be required. In thecase of purchase and payment orders paid directly by the Ministry of Finance,withholding percentage should be discounted; (2) 
the 

In the purchase of goods andservices with grant funds, an invoice should be required with the value added taxor a receipt with 7% of the value in tax staips. The tax should be paid withcounterpart funds, as the grant is exempt of all taxes. 
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HIGELm _wa- AND 8AK=C1LTTICC 
tUAID/ iiJ R E~ 1o. 520-0399 

aiUMM zawr or 

flIE@L COML BMRUMX 

1. 	 We sugst that PAYSA prepare a fund accountability statementshowing: (1) Ine received and disbursaements mae during the year
and accizmiLated during the life of the Project, and (2) 'I1e balanceof the fund (incxme less expenditure), which should match cash onhand 	 and in banks. If there is any difference it should beinvestigated. Prior to preparation of the statement, income shouldbe reconciled with contributions according to USAID or the Revolving
Fund, as applicable, and disbursements with the accounting records(bank book). This procedure should be defined in the aiministrative
and accounting procedures manual. We also sust that the budgetexecution report be prepared on the basis of expenses incurred and

notd 	 ounitted. 

2. 	 We suggest that PAYSA seek resources for the printing ofdifferent administrative and procedures manuls, 
the 

and that they bedistributed to personnel involved; each member of the staff should
receive at least the part which is relevant to his/her task. Thesemanuals should preferably be printed on replaceable sheets, so that
they can be easily amnde. 

3. 	 We suggest that PAYSA update its accounting records expeditiously
using 	the accounting mnual. We also suest including, by means of an entry, works completed and those left in process under the 
earlier project. 

4. 	 We suqgest that PAYSA record in its principal and subsidiary records 
incomne fromn reimbursement of expenses by USAID/GmimIAL anddisbursements for refunds to the Global Revolving Fund,
independently of whether the USAID refund checks are issued in name 
of the National Treasury. 

5. 	 We suggest that PAYSA develop, in the regional warehouse and costmanual, a methodology to determine the cost of the water system.his manual should describe: (1) reports required frm eachdepartment involved and critical dates for delivery, and (2)establishment of a reasonable basis of distribution of indirect
costs. For exam le, it should describe how to determine monthly howmuch 	 direct costs applied to each water system represents inrelation to total direct costs for all the systems in process, andthen how to distribute indirect costs in that proportion. 

-41



6. 	 We suggect that PAYSA develop a methodology for the preparation of
the reimbursent vouchers presented to USAID, and that itincorporate it in its administrative and accounting manual. As part
of the methodology, provisions should be made for preparation of thereimbursement vouchers on the basis of expenses incurred during a
certain period and counts made at the end of each month, in order to
reconcile with the bank subsidiary record. It is important for this 
purpose that type "C" purchase and payment orders presented to theNational Treasury for their approval should be settled in the same
order 	as issued.
 

7. 	 We suggest that personnel involved in the purchasing procedure
follow the steps established in the purchasing and contracts manual,
and also implement the following procedures: (1) Cancel invoices
and purchase orders (original and copies) with a stamp bearing the
legend "Paid"; (2) Attach a copy of the check voucher to types "B"
and "C" purchase orders; (3) Attach a copy of the invoice to all
purchase and payment orders and; (4) Request invoices in the name of
PAYSA or NATIONAL TREASURY/PAYSA for purchases made under type "A" 
purchase orders. 

8. 	 We suggest that PAYSA: (1) Evaluate the expediency of contracting
additional personnel to take periodic selective inventories and a
complete inventory at the end of each year, and that they be
reconciled with the subsidiary and principal records in order to
make the pertinent adjustments; (2) Define a policy for the
capitalization of fixed assets; (3) Modify the structure of the
fixed 	assets subsidiary records in such a manner as to 	identify (a)
goods 	acquired with grant fuxds and funds fra other sources, (b)
check number, (c) invoice number, (d) name of supplier, and (e)
location of the asset; (4) Exclude frow the subsidiary records and
the accounts those unserviceable or nonexistent goods, and for which
approval should be requested prouptly from the Office of the
Comptroller of Accounts of the Nation; (5) Identify the goods with 
a label bearing the assigned code number; (6) Implement controls on
maintenance provided to each vehicle; and (7) Implement controls toverify the use of the vehicle assigned to the Directorate of
Envirormental Sanitation and that it request periodic reports on its 
use. In addition, PAYSA should request the return of this vehicle 
if it is not being used for Project purposes. 

The above suggestions should be incorporated into the PAYSA
accounting and/or administrative procedures manuals. 

9. 	 We suggest that PAYSA (1) Evaluate the convenience of contracting
additional personnel to take periodic selective inventories and a
omplete inventory at the end of each year, and that it reconcile

them with the stock cards and the principal books. If there are
differences, they should be investigated to identify responsibility;
(2) Evaluate the possibility of enlarging the TotonicapAn warehouse,
for which it must apply for additional funds; (3) Identify
unserviceable materials which take up space which could be better 
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used to store usable goods, and apply to the Office of the
Cmptroller of Accounts of the Nation for authorization to clear
such goods both rhysically and in the accounts; (4) Operate fuel
outgoings on the basis of vouchers actually despatched by the
service stations, and not when the vouchers are delivered to the 
users of the fuel; and (5) Reconcile stocks of fuel acoording to
subsidiary records with stocks held in tanks according to the 
service stations. 

10. 	 We suggest that PAYSA take the following actions: (1) Request the
Ministry of Finance to transfer the allocation of funds frcm one
budget heading to another to cover all administrative posts, and (2)
Submit budget heading 079 contracts to Government departments in
advance for approval so that they will be authorized in time. 

11. 	 We suggest that PAYSA publish the guidelines contained in the
administrative procedures manual relative to control of xamunity
revolving funds, and that such guidelines be put into practice. In
addition to these guidelines, it is important that PAYSA make
periodic reconciliations with contributions and balances to be
refunded to the comrunity revolving funds according to its
subsidiary and principal records with the income receipts (Forms 63-
A) and as received according to the Departmental Directorates 
General of Internal Revenue. The ccmmnity committees should also
be required to implement controls on contributions and balances
refundable to the fund, and that these be periodically reconciled 
with PAYSA's subsidiary and principal records. 

12. We suggest that PAYSA establish a proper segregation of functions in
the handling of cash. We also suggest that PAYSA put into practice
the administrative procedure manual relative to this area. 

COMPLIANCE WITH TEM OF THE AREEENT 
AND APPLICABLE LAWS AND REGUIATIONS 

1. 	 We suggest that the reports on counterpart contributions include 
only those purchase and payment orders actually paid, and that,
before the reports are sent to USAID, they be reconciled against
contributions according to the State Directorate of Accounting. We
also suggest that PAYSA comVile adequate data for the counterpart
contributions for Q 3,269,083 as of December 31, 1992, to explain
the difference of Q 239,919.
 

2. 	 We suggest that PAYSA inplement proper control procedures to allow 
quantifying the Project counterpart contributions in a ti- ly
manner. In future, PAYSA should send to USAID/JE AA the
quarterly reports on counterpart contributions within 30 calendar 
days following the end of each quarter. 

3. PAYSA should include in the counterpart contribution reports the 
wages of all employees who work for the Project, but currently 
appear in the payrolls of other Government departments. For this 

-43



purpose, PAYSA should request the Ministry of Finance to include 
these employees in PAYSA's budget. Moreover, there should be 
excluded as counterpart contributions wages paid to those persons 
who do not work for the Project, independently of whether they are 
paid with PAYSA funds. 

4. 	 We suggest that PAYSA prepare a detailed itemized report of the 
headings and amounts which make up the ccmnities' in-kind 
contributions. In the future, this itemized report should be 
prepared monthly and reported to USAID quarterly. 

5. 	 We suggest that PAYSA notify USAID in writing, for its approval, of 
the appointent of the new Minister of Public Health and Social 
Assistance as the grantee's representative. We also suggest that 
notification of any change in an appointment or an additional 
appointment in future be sent in a timely manner to USAID for its 
approval. 

6. 	 We suggest that PAYSA inplement the new health education system 
which should envisage monthly visits to the communities and the 
appointment of a health technician for each water system. 

7. 	 We suggest that PAYSA comply with the requirements described in the 
condition section of this finding. For this purpose, PAYSA should 
advise personnel of their responsibilities. It should also apply 
for an increase in its budget to contract for additional staff. 

8. 	 We suggest that PAYSA personnel provide training for community 
committee members on how to prepare reports on the management of 
operations and maintenance funds. As a minimum the camittees 
should be required to prepare a quarterly detail of balance at the 
beginning, quotas collected, expenses incurred, and ending balance. 

9. 	 We suggest that PAYSA ccply with the following fiscal requirements: 
(1) In the purchase of goods and services with counterpart funds, 
invoices should be required with the Value Added Tax or receipts 
with 7% of the value in tax stamps, and income tax withholdings 
should be made in the percentages provided in the law. If the 
withholding is paid by the beneficiary to the Directorate General of 
Internal Revenue, a copy of the payment receipt should be required. 
In the case of purchase and payment orders paid directly by the 
Ministry of Finance, the withholding percentage should be 
discounted; (2) In the purchase of goods and services with grant 
funds, an invoice should be required with the value added tax or a 
receipt with 7%of the value in tax stamps. Tne tax should be paid 
with counterpart funds, as the grant is exempt of all taxes. 
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Ministerio de Salud Pd'blica y Asistencia SocialDivisi6n de Sanemiento del Medio Uu.._
Proyecto Agua Potable y Saneamiento del Altiplano PAYSA r EF. A___.,Avenida Sime6n Caas 7-33, Zona 2 Tels. 536049 512475
Guatemala, C.A. rv=i 

NC==m de rceam&k a t0 
Al dona ani.ma dl 

19 de septiembre de 1994.
 

Sefiores
 
Arevalo Pgrez, Aranky
 
& Asociados S.C.
 
Guatemala, Ciudad
 

Estimados Sehores:
 

En virtud de que en 
la sesi6n de salida, realizada los dfas 8 y

12 de septiembre de 1994, se estableci6 que 
era posible ampliar los
 
conceptos de nuestras 
notas aclaratorias a los hallazgos detectados
 
como 
resultado de la auditorfa practicada al PROYECTO AGUA POTABLE Y
 
SAMEAMIENTO DEL ALTIPLANO -PAYSA- al 31 de 
 diciembre de 1992,
 
atentamente me permito trasladarles las ampliaciones que consideramos
 
convenientes de acuerdo 
a cada hallazgo, por lo que agradecerg

analizarlos y tomarlos en cuenta para su 
informe final.
 

Sin otro particular me suscribo de ustedes como su seguro
 
servidor,
 

Lie. Anibdi AeJandro Gal
 
Administrador
 

PAYSA/AID
 

Vo. Bo. : "." i'"A LI 

Ing. n Da d G-y-iB ghodA 01 ' 
/efe Un ad Ejecut [L.1 0.I ° 

PA SA/AID 

Adj.: Lo indicado.
 

"ANO DEL CINCUENTENARIO DE LA REVOLUCION DEL 20 DE OCTUBRE DE 1944"
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Ministerio de Salud Ptiblica y Asistencia Social 
Divisi6n de Saneamiento del Medio Nu 
Proyecto Agua Potable y Saneamiento del Altiplano
Avenida Slme6n Carias 7-33, Zona 2 Tels. 536049 512475 
Guatemala, C. A. 

PAYSA RE F. 

Al 
Ndmero de rcfa-e 

mamftsrehor cl 
k est cat. 

AMPLIACION A LAS NOTAS ACLARATORIAS A LOS 

HALLAZGOS DE LA ESTRUCTURA DE CONTROL INTERNO 

1. 	 Es conforme.
 

2. 	 Al 31 de diciembre de 1992, el Proyecto contaba con los
 
originales de los manuales administrativos y de procedimientos
 
para todas las actividades, las cuales por falta de recursos
 
financieros no hablan sido posible imprimirlos, sin embargo el "
 
Manual de Funciones" y el "Manual de Procedimientos
 
Administrativos" fueron impresos en el mes de noviembre de 1993,
 

como se comprueba con fotocopia de las facturas
 
correspondientes. A la presente fecha, estos manuales ya fueron
 
distribuidos dentro del personal del Proyecto. Anexo I y 2.
 

Los siete manuales que restan, ser5n financiados con la Donaci6n
 

AID 520-0399, y la Orden de Compra y Pago ya fue presentada al
 
Ministerio de Finanzas Pfblicas, segdn fotocopia adjunta.Anexo 3.
 

3. 	 Parcialmente de acuerdo, excepto en lo que se refiere a las
 
obras en proceso y que se concluyeron en la administraci6n de
 
PAYSA.
 

4. 	 Se ratifica la nota aclaratoria del 2 de diciembre de 1993.
 

5. 	 Es conforme
 

6. 	 A criterio de los auditores, no es adecuada la presentaci6n de
 
los Voucher, pero previo a la elaboraci6n de los mismos se
 
consult6 a USAID la mejor manera de presentarlos, quedando
 
complacida la Agencia Financiera.
 

En cuanto a que se incluyen documentos de varios meses,
 
efectivamente se realiza asf por los montos, ya que hay meses
 
que es poco el gasto realizado.
 

7. 	 La condici6n en su tercer y cuarto p~rrafo se elimin6 en la
 
sesi6n del 12 de septiembre de 1994.
 

8. 	 Es conforme.
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Ministerio de Salud Ptiblica y Asistencia Social 
Divisi6n de Saneamiento del Medio 	 INU 
Proyecto Agua Potable y Saneamiento del Altiplano PAYSA REF. 
Avenida Slme6n Caas 7-33, Zona 2 Tels. 536049 512475 
Gunfemolo, C. A. At coaftest iac mflriaw el 

NOMco de rfcram de cata nat. 

Hoja No. 2 

9. 	 Se ratifican los conceptos vertidos 
en la nota aclaratoria del
 
02 de diciembre de 1993, y se adjunta el resultado de la
 
investigaci6n a travis del oficio del Administrador Regional
 
a.i. No. 354-94 del 14 de diciembre de 1993. Anexo 4.
 

10. 	 Se ratifican los conceptos vertidos en la nota aclaratoria del
 
02 de diciembre de 1993, a la fecha 
de esta nota no se han
 
confirmado 
la totalidad de las 159 plazas con Contrapartida
 
de Gobierno, debido a lo engorrozo de los tr~mites burocrgticos,
 
fuera del control del Proyecto.
 

11. 	 Se amplfa la aclaraci6n en lo que respecta al reporte trimestral
 
que los auxiliares administrativos elaboran, y en el que se
 
establece la deuda de cada comunidad, la amortizaci6n a su deuda
 
y el saldo correspondiente. Se adjunta fotocopia. Anexo 5.
 

12. 	 Es conforme, por la situaci6n de limitaci6n de personal.
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Ministerio de Salud Pdblica y Asistencia Social 
Divisi6n de Saneamiento del Medio NuU.. 
Proyecto Agua Potable y Saneamiento del Altiplano PAYSA RE F.Avenida Sime6n Caas 7-33, Zona 2 Tels. 536049 512475
Guotemala, C.A. A[ omtuW dvase mwComr el 

Hdme de rcfcaecn de at&o 

AMPLIACION A LAS NOTAS ACLARATORIAS AL 

CUMPLIMfENTO CON LOS TERKENOS DEL CONVENIO, LEYES 

Y REGULACIONES APLICABLES 

I. La Contabilidad 
 del Estado proporcion6 en forma 
especial,
 
reportes de la ejecuci6n presupuestaria del afio 1992 y los
 
efectos subsiguientes operados 
en 1993 que corresponden al afio
 
anterior.
 

Actualmente 
 se estg analizando esta informaci6n para

posteriormente trasladarla 
debidamente conciliada a la Misi6n
 
USAID.
 

2. Al 31 de diciembre de 1992 es conforme, 
pero en la actualidad
 
este reporte es presentado oportunamente al oficial del Proyecto

USAID, debidamente sustentado 
 como se observa en toda la
 
documentaci6n que se adjunta. Anexo 1.
 

3. Se ratifican los conceptos de nota
la aclaratoria del 2 de
 
diciembre de 
1992, a este respecto.
 

4. Se ratifica la nota aclaratoria al 
respecto presentada el 2 de
 
diciembre de 
1992, y para el efecto su comprobaci6n se present6
 
en el anexo I en su Giltima parte.
 

5. Se harg la notificaci6n de la representaci6n legal de 
las nuevas
 
autoridades del Ministerio de 
Salud Pfiblica y Asistencia Social
 
para prop6sitos del Convenio.
 

6. De acuerdo a la informaci6n que se nos proporcion6 el 
dfa lunes
 
12 de los corrientes 
en la reuni6n realizada en USAID, la 5inica
 
comunidad visitada 
como muestra fue Pasaquiquim del municipio
 
de Momostenango-Totonicap~n.
 

El responsable del Componente Educativo 
de ese Proyecto desde
 
el mes de mayo de 1992, es el Tgcnico en Salud Rural, 
Martfn
 
Batz (Se adjunta memoranda que respalda dicha 
 informaci6n).
 

El sefior Batz tiene bajo su supervisi6n a la voluntaria de salud
 
Cgrmen Sotay 
Torres, quien fue seleccionada desde el mes de
 
septiembre 
de IQ92, pero debido a problemas de recursos, 
fue
 
capacitada iiiicialmente 
del 6 al 17 de diciembre de 1993, por

lo que su desempefio fue irregular durante todo 
ese peri6do, pe~o

a partir de su capacltaci6n ya sus actividades 
de Educac16n en
 
Salud se han desarrollado regularmente.
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Divisi6n d Saneamiento del Medio NUM.-
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Nmmo de refutck de eats oe. 
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En el anexo 2 encontrara el listado 
 de los voluntarios
 
capacitados durante el aio de 
1993, desde el mes de agosto fecha
 
en que se iniciaron las capacitaciones iniciales de voluntarios.
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PRO VECTO AGUA POTABLE Y SANUAMIENTO VEL ALTIPLANO
 
CONVENlO VE DONAClON AZV 520-0399
 

PAVSA/A 1V
 

NOTAS ACLARATORIAS A LOS UALLAZGOS DE LA

ESTRUCTURA DE CONTROL INTERNO
 

1.Eiectvanente no se p'Lepwta et Estado de Rendcidn de. CLuenta.5, empeito, etC 
P'roy~ecto eCtibou cadaen .6oti~c.d de teemboLtso Luf 'Lepo)te 6inancieto et
cuaC 4ebteja etC estado de Ejecuci6n dee Pte~upue6to autotiuzado po& Ca
Agenci paAa et Ve~avLoCtCo In-tetnaciont (AID), et cuaC .6e ha venido 
LL&2LU, y ha cumpCtido con to6 'tequiPito6 6otciLtado6 pot AIV. 

2. 	 Pkocede. 

3. 	Ee P.'wyzc.to no. ctitetJo de&s det 	 iCnc.Cu..Z dento de 6u. *te6tuo6, Ca46 
ob.'ati~ tuinadas dcC Ptoy'ecto anteLiom.. 

La.z iCw5sticc.Zones 4ecibiCdas po't pwitCe de AID c.4an de 'LeaZ~zcat Ca apetLtukcc
de ta con-bi~dad con todo.s tos enbienez exi46.tencia de Steina6 
Comnitalcu'o.s Integkado.6 de Sa&Ld y Nwuicik~, a t'tav& de acta6 
debidaineiae p'euentadtz y,auLtotiuzadas,. 

4. 	 EZ Pt.oyecto Agua PotabZe y Saneamieivto deC ACtiptano (PAVSA) pteenta Ca 
O'tdcn de Corap'a y Pagjo tipo "C"con su 'Leupectvo tec-tbo 0i46caC (92-A) a 
Ca Tes~o'tejia bzcionae (Fondo Ro-tativo GfobaC), bt em.1te etC cheque a 
6avot dc-C PAYSA y ,6e 'egi&zta en c-C Uabut de Banco y' se deposita en Ca 
cueaJLa dc-C Banco de Guwtcmada; po.,. oto Cado, et 'tecZbo 6i&scat que
Ltcorpafia e-ste tipo de O4denes~ de Compta .6ey' Pago, tegi~ta en caja
6icaC, con Ca documenvtaci6n de 6opotte. 

En cuaitto uce teembotzo, USA IV emite ee cheque a nomb~e de Ca Te-soeulia 
Nacionot a nombke de Fondo Rotatvo GtobaC, eni e~ste caso et Pto/eCto
6sotaitea, e6 intelunediajuio de eCta ope)Laciton a 6obitud de Ca 
dep-ndc-1'a de Ca Tc-so,'tiia NaionaC. Vet ManzuaC de P'EocedimiekItto6 de 
Coatabie(Ada-d FisbcaC. 

5. 	Si prtoc-dc-.
 

6. 	 Ventyw d1-C ManuaCX de Pkt'cedJ~4'iCen.tc, do Ca FL'una Lcvta y Gonzc-ccz, se 

http:Pkt'cedJ~4'iCen.tc
http:P.'wyzc.to


de-te,wina ea. metodooga .pa4a eRtabo'u,. to6 Vouchek L4'quidaciin.
 

En cuanto at ea !Lecomendacikn de que t"a 04denu. de Conp'ta y Pago tUpo licit que se p4eACevtan a fa Teuo4ia Nacionate paita 6u apkobar-i6n, u~tdi atatcane det PAYSA no
eiudartos, en et mismro 

u~ 
o4den que se emLten, en vis!,taqu~e ta Te~ote)La Nacionat qwien deiceu~ina qu Okdenu,~ cancetCa. 

7. Et p'~imeL pj5AAa6o 6i-pi~ocede. 

et ca~so-En de -ta6 k'denes de Compica yj Pago -tipo "B" se adjunta untitado de.taUado de to do6 to.s compuLbane (ute U4tad a es~obe..zatolvio, 6egdn tas flo'u" p)LupusavA4) . 

ta6 04'debtg6 de Compita y Pago-En 

bipo lic"t en et %.ecibo 92-A que 6eemite, 6~e duc&ube ea 4in6c'Unacikb de qtuien obtvo et pago. 

que 6ucede en eu5te ca>~o,-Lo e6 que sbegdn et pILocedimient to.5p~ov.eedou, eiutkegakl d.i.ectamente a ea Tei'souka Nacionat, Za dacteukaO'Luginat y debe ua4 a nomb.te de Za Tuo/te,,Lia (ist~uccionu de eaTeAokuia). Sin embcvL!Jo en PAYSA queda. cop4ia de ta O'denes de Cornplay Pago coii de6t~u?1a '14ecibi cono'me detC P'wveedokt", ac-ta ceati'cadacuando Se tkaa de coinbwstibte y'conmtancia~ de -Lng/Leso a abaace-n. 

Son disposeicione6 intcknaA de ea TeA 0/LeAla lNJdioiat. 

8. La AdiLtc~ utden6 una. Anvetigaci6n de todo.6 Zo- actcvos~ pa,%adetvu~uinaA ta. tepmbii 
 de cada. empeado y su ub-i.cacii6n.
 

H~ 4.6E~tado de u~ta investigaci6bl 6ue tAw~eadada a ta Aud.&to'Lia paAa -6u
kuepectiva depmuaci6n. 

- En etC aii 1992 ee Putfecto no adqui~'i6 b-iene6, .todo et activo 6ueItkedado de SLstemz Comunitto~ ln-tegitado6 de. Stud yj Nut'icj6n. 

9. Si 6~e p~snta uni injowun mmnuat de eiteniaz de rntet&ieu..
 

- Et espacio di:L~icv e,5 inuice 
 pa embodegar todos tos 'nateiates 



exdente~s. Se ptevee paia 1994 una iLernodetaci46i det Compt.ejo 

Reg onat. 

pa'ti)A det boi'wadott pkeQ>.-rnaA de ta AudZito~ia Exteluta, Za 

Admjitaci6n conmideA6 convenien-te .inve.65t9gV y 6~e conctuy6 que no 
-A 

e6ten tate6 di6eknci4A&6, a excepci6n det tubo HG de I" que 

eetvwiente exi-te tat di6ekeneia. 

pt'ocedbniento de con&.-i~iWL peA.L6cLcamnlte toz1 ke1i.tos det PAYSA 
-EZ 

con ZoA de as go~ineLa2, no se aptic6 en 1992. 

En cuanto at~.6egndo pdvuta~o no 6e puede ccwbimW et, p1Locecdtm-ien.to. 

en10. 	 Loz enip~eado6 adminisLatvo6~deZ Proyecto eutdn inctu&!os ea"~ 

eoategoui"-, debido a qu~e 6on tos cwr~go6 dedinido.6 pot. et wtu de 

pta&JiUa6 que mdL se "e-mejan a ta- 6ucione6 qu~e desempertan. 

E.6te pitocedhi-m.en-to (LLC utitizado pok PAYSA, debido a que no se contaba 

con Zo6 puemto6 Zegaten-te autouizado6, euto 6e a~t,! ,Le6oZvk'endo a -t'av&b 

de ta cAeaciL6n de U6~ 159 ptaza-6 aittot'uzadae po'k et Gobie'Lno. 

En cuanto a ftos coaftaatos det Rengel6n 079, no ea en mano6 dete Puo er-to 

e-.tabtecVL W~a6ech"t de aptobaec6n, deb-Ldo a que &sto3 su6u'Ln WntuL1t~ 

bW/LoCL6.Nco6. 

11. 	 Et EncaAg ado det, Fondo RoCativo Comunitaxio con sede en et Coniptejo 

Regionat, ti1ene su Manual, to6 ptocedinien-tos -inl-icados to hace pm'i 

-w.&na debi~do a Za expeAiencia en oE deuempe~io de -u actividad. 

- Si 6e han e6ee-tuado on&Litcionez, po& to meno-s en Toton~hapdn. 

- Lo.6 Auxi~aAe5 Admimi.65tuta-tvos tienen como 6unci6n "-e-souA~a b6~ 

to'3 de ta Admni-taci6n deTauieure'w de Comilb, coino uoi~ev'aA antCe 


Renta~s Vepo.uttanenta-te' tos~ 'ondos 'iecaudados.
 

12. 	 S~i piLocede. 

http:p1Locecdtm-ien.to


PROYECTO AGUA POTABLE Y SANEAMIENTO PEL ALTIPLANO
 
CONVENIO DE VONACION AIP 520-0399
 

PAVSAIAID
 

NOTAS ACLARATORIAS AL CUMPLIMIENTO CON LOS TERA4ZNOS DEL
CONVENIO, LEVES Y REGLILACIONES APLICABLES
 
- HALLAZGOS
 

1. Et P4oyecto Agua Potable y Saneaniento deZ Attipeano (PAYSA) 6i cuenta 
con un detate de tos apotes de contraparajda de acuerdo con todas ta 
Ordenes de Comp4a y Pago ejecutadas en et aho 1992.
 

La Contabitdad 
 del Estado, proporcion6 a ea Auditoria Extena un monto
globaZ de gastos pot activkdad, c6digo peuupuestaxio y fuente de 
financiajn.ento, sin detalat ta integtaci6n de dichos montos. 

Et P4oyecto ha teafizado esfueAzo.6 pot%ejecutaA et preupuesto at mximo,peso ea iZiquidez de GobieAno Ce tral a taavs det Mitsterio deFinanzas, no ha permitido ea co4Aecta ejecuci6n de sus ptogamas en tos 
aios 1991 y 1992. 

2. Si p4ocede.
 

3. Lo obsevado pot la Audtor4ia Externa en tetaci6n a suedos de empteadosdel PAYSA pagados con rondos del GobieAno de Guatemala, que no secuantifican como contrapartida, 6e debe a que e Proyecto pa/a inciarsu6 actividadu y como emvrgencia, te 6ue asignado personat de apoyo deotAas dependencias del Ministerio de Satud Pdbbica, es6ta situack6n 6ees.tabitizad cuando se conctuya et trdmite de tas 159 plaza.6 c4eadas 
exctusivamekite pa/a et PAYSA.
 

4. 
La infounac.6n pormenotizada de los aportes en especie de tas comunidades 
se enctentimn en fos a-chivos y 4egitLoA de. Compfejo Regionaf, de at.
envian o6 resutados, en in6oumes que 6irven para su p4eentacink a 
USAID/Guatemata.
 

5. Segdn ea Cauta de Ejecucijn No. 2, 6e nombka at Ing. Jul-o Gw~lermo

Garcia Ovatte, como 4epresentakte fegaf ante USAl/Guatemata, po4 to tantoZa Seccij 8.2 det Conveuio de Donaci6ki no se ha ilcump.ido en vista que 

http:infounac.6n


U2 	 .6iue 6i~,endo et,ke'7gpkuentante fegat, to que 	 ha camiado u~ et
Mnzte~zio. 

6. 	 Vecontinuaci6n de ea 6upewvisi6n a ta6 comwuniade4:
 
Acajmete todo 
 to.6 6i~ em" con.6tw'doAs o en *consedjwc&6n* pair etPAVSA, cuentan con un t'rabajadok de Satud coma Ruponuabee det Componente
Educativo. E,6te t'rabaj'ador. de Satud no -necewa~mente ez T~cnico enSatutd Ru'ra. Zino que 	 -tambi~n puede svr. 	 lnupectmr de Saneaniento
Amb.{entt a AuxitiaA de Enje,'unvua (conktama.s con ea 	 n6mina 
co4,~tpondi1ente).
 

La imptementac6n det 
 nuevo Sactema de Educacei6n en Satud u, pa~te de unpkoce~so et cuat A~recickrtemete .6e ha in-iciado, potr to que actuatmente .6oto en 	 cLPgunaz coma ntidadec6, donde se ti.ene a-Cg~n -tiempo de estaAr6e
tr~abajando, 6e utdCii dv.saAvrotiando ta,6 vi,&ta, mem.uate.6.
 

NOTA: No.6 gru6taka que se ind,4cwr~an Wa comunidade2 vi.6iad"v 
 y Za 	 6o'uiic 
en que .6e obtuvo dicha ~in~o'rmacii6n povra veiicwr. con 	 Za nt~mina 
coA' 	 e,5pandiente. 

7. 	Pr~acede.
 

8. 	P'rAocede.
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ANNEX II
 

HIGHIAND POTABE WATER AND SANITATION PJECr
 
USAID/GUJATEMAJPROE No. 520-0399
MANAGED BY 

THE HIGUND POABLE WATER SN %TItONPRWECT (PAYSA)
 

AUDITORS' RE TO M T COMMEYT
E 10 N % 

In this section we include our responses to management comments on those 

findings that they disagreed: 

INTERNAL CONTROL STFJCIURE 

2. 	 Procedures manuals have not been distributed to personnel 

Management comments do not eliminate this finding. 

3. 	 PAYSA's accounting records are not up to date 

PAYSA's accounting manual (pages 15 and 17) defines that construction 
expenses of those projects executed under the previous Project (Project No. 520
0251) nust be registered in the balanoe sheet accounts Nos. 31 and 41.04. 

Therefore, management ccmments do not eliminate the related part of this 
finding. 

4. 	 Transactions not recorded in PAYSA accounts 

Although PAYSA is an intermediary between USAID and the National Treasury, 
we suggest that cash reimbursements fran USAID to the Global Revolving Fund shall 
be controlled in subsidiary records with the purpose to know the amounts pending 
of reimbursement to the Global Revolving Fund. Consequently the finding 
continues open. 

6 	 There is no methodoloV for preparinM reimbursement vouchers 

We agree with management comments, therefore, this finding is not valid any 
more. 

7. 	 Deficiencies in disbursements area 

Management explanations eliminate third and fourth paragraphs of this 
finding, however, we understand that fram now on PAYSA will require certified 
invoices to support those purchases made with counterpart funds. However, the 
other paragraphs of our finding continue open. 
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HIGUAND POTABIE WATER AND SANTATION-P aTECT
 
USAID/GJATE2AIA RwECT No. 520-0399
 

E HIGLIAND POTALE WTER SANITATIoN pFwECT (PAYBA) 

ADIORS' RESPONS E O70-AGE21~ QOKEM 

9. Deficiencies in the material inventory area 

Management comments just eliminate the last part of this finding regarding
to some differexcs between the Physical stocks and stocks according to stocks 

contributions; however, they are not reconciled against the receipts (Form 63-A) 

cards. The other points of this finding continue open. 

10. Weaknesses in the payroll area 

Management comments do not eliminate this finding. 

11. Lack of controls in the management of community revolvinM fuds 

We agree that PAYSA has prepared integrations of the ccoaunity 

and the 	balances according to the Directorates of Internal Revenue; therefore, 
this finding continues applying. 

The other comments do not eliminate the other points of this finding. 

COMPLIANCE WITH AGREEENT TERMS AND 
APPLICABLE LAWS AND REGUMATIONS 

1. Lack of reconciliation and insufficiency in counterpart contributions of 
the Governent of Guatemala 

Management comments only explain the reason of this finding, but they do 
not eliminate the finding. 

2. Counterpart reports are not sent within the time provided 

Management comments will be subject to follow-up of this finding in the 
next audit. 

3. 	 PAYSA has certain employee's wages that are paid with Government of
Guatemala funds, but are not recorded as counterpart contributions 

Management comments only explain the reason of this finding, but they do 
not eliminate the finding. 
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ANNEX II
 

IHIAND POTABE WATER AND SANITATION PRaTECT
 
USAID/GUAT4AIA PF-iIECT No. 520-0399
MANAGED BY 

THE HIGHULD W=Z NWATER SAUTATION- M= (AYBA)
 

AUDITORS' RES TO MNAGEEW OOMME1S
 

4. 	 lack of adequate data for in-kind contributions by the xmmiinties 

The annex included by PAYSA together with its ccmnents shcs the
ccmmunities contributions for the period January to June, 1994, but it does not
show the contributions for the period August 27, 1991 to December 31, 1992 
totalled Q 912,315. 

Therefore, this finding will be subject to follow-up in the next audit. 

5. 	 pAVSA has not notified USAID/GUATIAA of the change of a representative 

This finding continues open. 

6. 	 Discontinuation of supervision to the commmunities 

Management explanations justify the condition and cause of this finding; 
however, this situation will be subject to follow-up for the next audit. 
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