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MEMORANDUM 

TO: 	 USAID/Peru Director, George Wachtenheim 

FROM: 	 RIG/A/Sn Jose Wayne Watson 

SUBJECT: 	 Audit of USAID/Peru's Contract No. 527-0285-C-00-9035-00
 
Managed by Alpha Consult S.A., January 1, 1989 to December
 
31. 1992 

This report presents the results of a financial audit of U3AID/Peru's 
Contract No. 527-0285-C-00-9035-00 managed by Alpha Consult S.A., for
 
the period January 1. 1989 to December 31, 1992. The accounting firn of
 
Price Waterhouse prepared the report dated May 16. 1994.
 

Under the cost-I)lls-tll:ed-fee contract, USAID/Peru engaged Alpha Consult
 
to furnish the necessary )ersonnel and administrative selrices as required
 
by USAID/Peru to support the Child Survival Action Project. These services
 
included financial services, communication services, and commercial
 
setrices such as making travel arrangc.nents aid procuring supplies. The
 
contract was termiiinated earlv when USAID/Peru and the government of
 
Peru decided that the scrvices of Alpha Consult were no lonrfer necessary
 
for the development of ihe Child Su1rvival Action Project. Price Waterhouse
 
audited $598.481 in disbursements by USAID/Per to the contract during
 
the audited period.
 

The objectives of the audit were to (etermine whether: (1) the contract cost
 
accountability statement presented fairly, in all material respects, the
 
financial situation of the contract managed by Alpha Consult for the period
 
January 1, 1989 through December 31, 1992. and costs reported as
 
incurred and reimbursed by USAID/Peru were allowable, allocable, mid
 
reasonable in accordance with contract terms and applicable laws and
 
regulations. (2) the internal control structure of Alpha Consult was
 

adequate to manage its contract activities, and (3) Alpha Consult complied
 
with agreement terms and applicable laws and regulations which may affect
 
the contract's incurred costs. The scope of the audit included an
 
examination of Alpha Consult's activities and transactions to the extent
 
considered necessary to issue a report thereon for the period audited.
 



Price Waterhouse disclaimed an opinion on the contract cost accountability 
statenment because of the flhlowing scope limitations: (1) a control 
environment siftcient to guarantee ade(luat, control and use of contract 
funds was not designed nor im)lementecl, an(d levels of allihority or 
responsil)ility for )ersonlel of the financial And accounting areas were not 
clearly and concisely established, (2) an adequlate accouinting, blulget, an(l 
management information system to enable the preparation of a contract 
cost accolntal)ility statement and compliance with applicable laws and 
regiflations was not impleiiiented. and the contract cost. accountability 
statement was prepared with nonolficial accountingf infornation. (3) an 
ade(plate filing svstenm was not inaintained which resllte(l in the failre to 
lovile key (locmentation to stI)i)ort costs, and (4) there was no written 
ckn 1,'Ice of reconciliations 1)etween the non-official acconting records of 
Alpl Consult and those of USAID/Per-u. We consider the entire amount 
of 1l/dlD/Peni 11unds provided to Alpha Consult during the audit period to 
I iiistlipporte(l (hti to the conditions listed above. 

With respect to the internal control strict'.ire of Alpha Consult, the auditors 
identifledI as material weaknlesses the same four problem areas listed in the 
above paragra)h as scope limitations. Similarly. regarding compliance with 
agreement terms airl al)plicable laws and regulations, the alditors cited as 
iaterial instances of rioncoml)liance the )roblem areas identified above as 

Scope limitation item nimi|bers two and three. Additionally, the aulitors 
cited the lack of support for travel expenses as another iaterial instance 
of noncomi)liance. 

The project was terminated in April 1991 and USAID/Peru (loes not plan to 
use Alpha Consuilt as an inplementing entity in the future. Therefore, we 
are not recommerinding any action to correct procedural deficiencies 
identiiled 1y the auditors with respect to Alpha Consult's internal control 
strctuire and comlpliance. We are including the following recommendation 
in the Office of the Inspector General's audit recommendation follow-up 
systemi: 

Recommendation No. . 

We recommend that USAID/Peru resolve: (1) the questionable costs of 
(a) $184 (questioned) and $29,796 (unsupported) representing the 
questionable costs identified in the Price Waterhouse report dated May 
16, 1994, and (b) $568,501 (unsupported) which represents the 
remainder of the USAID/Peru funds received by Alpha Consult under 
the Child Survival Action Project during the period January 1, 1989 to 
December 31, 1992 and (2) recover from the Alpha Consult the 
amounts determined to be unallowable. 



Recommendation No. 1 will be considered resolved upon USAID/Peni's 
determination of the amount of recovery with respect to the questionable 
costs and will be considered closed upon the recovery of funds, offset of 
funds, or issuance of a bill for collection. 

The report was discussed with the Administrative Coordinator for Alpha 
Consult who stated *hat to the extent that the contract's liquidation 
vouchers were )aid and reimbursed l)y USAID/Peru, USAID/Peru had 
provided its acceptance and approval of the costs incurred by Alpha Consult 
under the contract. 

This final a-.icit 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 recommendation. 

/
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August 14, 1995 

Mr. Wayne .1.Watson 
Regional Inspector General for Audit 
United States Agency for International 
Development - USAlD 

San Jose 
Costa Rica 

Dear Mr. Watson: 

This report presents our audit results of cost reimbursement plus fixed fee Contract 

No.527-0285-C-00.-9035-00 with Alpha Consult S.A. for the period January 1, 1989 
to December 31, 1992. 

BACKGROUND 

This contract was signed on December 15, 1988 by the United States Agency for 
International Development - USAID and Alpha Consult S.A. for the purpose of 

providing personnel an(d administrative services as required by USAID Mission to Peru 
(USAID/Peni) to support the Child Survival Action Project in Peru. 

The contract activities began on January 1989 but they were suspended on December 

31, 1991 by USAID/Peru. However, disbursements were made only until April 1991. 

During the time the contract was in force, five amendments were made to the Contract, 

which modified and/or clarified the terns of the contract made between USAID/Peru 

and Alpha Consult S.A. 

The required services arc classified in the following categories: 

a) Administrative personnel 
b) Financial services 
c) Vehicle-related services 
d) Commercial services 
e) Communication services 

Asiento I de la fici. 2645 
del Registro de Mandatos 
Capital pagado S 1,00000 
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Personnel administration 

The contract directed Alpha Consult S.A. to recruit and hire 10 Peruvian people on 
an exclusive dedication basis for two years, optionally extendable for two and a half 
more years, for a total of four and half years. Subsequent amendments detennined the 
need to hire one additional person. 

The positions of the people to be hired are as follows: 

- An administrative supervising coordinator 
- A family planning advisor 
- An economist 
- Eight regional administrative coordinators 

Specific services of this category are related to the process of recruiting and hiring the 
personnel described above, defining their additional benefits according to Alpha 
Consult S.A. policies and practices, maintaining personnel records, recording licenses 
and permissions as well as settling conflicts, if necessary. 

Candidates will be presented to USAI1)/Pcru and the selection is the responsibility of 
a committee including representatives of USAID/Peru and the Ministry of Health. 

Financial services 

The contract directed Alpha Consult S.A. to develop and implement three systems: 
payrolls, advances for travel expenses (including per diem) and funds for petty cash. 
Per dien rates are established by USAID/Peru. 
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Vehicle - related services 

The contract directed Alpha Consult S.A. to acquire an insurance policy against all 
risks for the tell vehicles financed by the Contract and which will be exclusively used 
by the Regional Administrative Coordinaiors. As a result, Alplha Consult S.A.'s 
responsibility is to assume all legal liability for the operation of the vehicles. It also 
is directed to provide a line of credit to supply gasoline, oil, spare pals, and cover 
repair costs of assigned vehicles. Alplha Consult S.A. may, if necessary and upon 
authorization by USAID/Peru, rent vehicles and boats for the use of the contract 
employees. 

Commercial services 

The contract directed Alpha Consult S.A. to: a) acquire office supplies and equipment, 
travel arrangements, secretary support and miscellaneous; b) open a commercial 
account in Linma for the acquisition of office material; c) acquire type writers, 
calculators and similar office equipment in local businesses witil prior consent of 
USAID/Peru; d) make arrangements for 1ravel, opening and account in a travel agency 
approved by IATA in Lima; and e) provide secretary and miscellaneous support as 
required by hired employees, upon authorization by USAID/Pcru. 

Communication services 

The contract directed Alpha Consult S.A. to pay reasonable expenses of telephone 
calls, cables, telegrams and local telex expenses of the hired personnel, and the 
maintenance of documents, records, and personal files which are confidential. 

Limit of responsibility 

The relation of Alpha Consult S.A. and the personnel hired under this contract is 
restricted to logistic and administrative matters. It is not responsible for the technical 
supervision of employees, which is the responsibility of USAID/Peru or the person 
USAID/Peru appoints. 
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Budget 

After amendments 
follows: 

Category 

Salaries and benefits 
Consultants 
Travel and per diem 
Vehicle expenses 

Office expenses 
Miscellaneous 
Administration fees 

made to the original contract, the final budget approved is as 

Budget 
1989 1990 1991 1992 1993 Total 
US$ us$ us$ us$ US$ US$ 

186,244 230,160 241,229 252.847 129,352 1,039,832 
5.583 5,000 5,000 5,000 5,417 26,000 

81,919 79,765 79,765 79,765 42.844 364,058 
33,415 30,840 30.840 30.840 15,420 141,355 

9.938 5,460 5.460 5.460 2,897 29.215 
1,387 1,200 1,200 1,200 683 5.670 

89.311 64.676 68.148 68.148 34.074 324.357 
407.797 417.101 431.642 443.260 230.687 1.930.487 

This budget was executed until April 1991 because USAID/Peru and the Ministry of 
Health considered that the services rendered by Alpha Consult S.A. were no longer 
necessary for the development of the Child Survival Action Project managed by the 
Ministry of Health. In this context only US$598,481 was executed, and it consisted 
of: 

Salaries and additional benefits 
Consultants, travel, per diem, vehicle 
and office expenses and miscellaneous 
Administration fees 

Administration of the contract 

US$ 

181,273 

240,505 

1 76,703 
598.481 

In order to carry out activities related to this contract, Alpha Consult S.A. designated 
an Administrative Coordinator to perform administrative functions, who rendered 
services until April 1991. The Administrative Coordinator was in charge of, among 
other duties, the preparation and supervision of liquidations voucher-, to USAID/Peru. 
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OBJECTIVES AND SCOPE OF AUDIT 

We were engaged to conduct an audit of cost reimbursement plus fixed fee contract 
No.527-0285-C-00-9035-00, with Alpha Consult S.A., for the period January 1, 1989 
and December 31, 1992. 

Our audit was intended to be perforzned in accordance with generally accepted 
auditing standards and the "Government Auditing Standards" of the U.S. Comptroller 
General (1988 Revision). 

The objectives of this audit were to determine whether: 

a) 	 The fund accountability statement of contract No.527-0285-C-00-9035-00, Alpha 
Consult S.A. for the period January 1,1989 and December 31, 1992 presents 
fairly, in all material respects, the financial situation of the contract, and costs 
reported as incuTed and reimbursed by USAID/Peru during the period are 
allowable, allocable and reasonable in accordance with contract terms, and 
applicable laws and regulations. 

b) 	 The internal control structure of Alpha Consult S.A. related to this contract was 
adequate to manage its operations. 

c) 	 Alpha Consult S.A. complied with agreement tenns, and applicable laws and 
regulations which may affect costs incurred under contract No.527-0285-C-00
9035-00. 

Scope 

Our audit of the contract cost accountability statement presented limitations in the 
scope of work due to the lack of an adequate financial and accounting system and the 
lack of basic documentation for its development. 

The required documentation which was not provided is described as follows: 
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a) 	 The contract cost accountability statement of this contract. This statement was 
pa-kially prepared, upon our repeated demand, by the Administrative Supervising 
Administrator, and on the basis of non-official accounting information (see Note 2 
to the contract Cost Accountability Statement). 

b) 	 Bank statements of the contract's checking account and bank reconciliations from 
January 1989 and April 1991. 

c) 	 Requests of travel authorizations and reimbursements from January 1989 to 
December 1990. 

d) 	 Documentation concerning the return to USAID/Peru of vehicles assigned to the 
contract. 

e) 	 Work contracts of the selected personnel approved by the Ministry of Labor. 

f) 	 Documentation supporting payments for social contributions, and income tax for 
personnel from January 1989 and December 1990. 

Taking into consideration the information that was not provided, our audit was not 
performed as planned. It was impossible to relate the work partially performed 
concerning the review of vouchers paid under the contract and the total amounts stated 
in the accompanying contract cost accountability statement. 

The limitations described above caused us to cancel our examinations of the contract 
cost accountability statement two times. The first time was in October 1993 and the 
second in April 1994, with prior coordination and agreement with USAID/Peru, and 
giving Alpha Consult S.A. the opportunity to prepare the accounting records of the 
contract and the contract cost accountability statement and order and/or obtain the 
documentation described in the above paragraphs in order to make feasible the review 
of such statement. 
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RESULTS OF AUDIT 

Contract Cost Accountability Statement 

Due to the limitations described in the preceding section, we are not able to express 
and we do not express a professional opinion on the contents of the contract cost 
accountability statement of the contract. 

Th1e accompanying contract cost accountability statement was partially prepared on the 
basis of non-official accounting infonnation and it is included only for informative 
purposes, as it was not possible to conduct an audit of it. 

Internal Control Structure 

In planning and perforning our audit of the contract cost accountability statement we 
considered the internal control structure implemented by Alpha Consult S.A. in order 
to deternine our auditing procedures for the )urpose of expressing our opinion on the 
contract cost accountability statement. 

Our evaluation of the internal control structure included the following categories: 

- General aspects 
- Accounting and financial aspects 
- Treasury (receipt and custody of funds) 
- Liquidations (including advances and services payments) 
- Payroll 
- Fixed assets 

For all the categories listed above, we obtained an understanding of the most 
significant trans,. '.ions and aspects in order to assess control risks. 

As a result of the selective tests to the categories listed above, we noted significant 
situations that we consider to be reportable under the standards established by the 
American Institute of Certified Public Accountants. These situations affected adversely 
our report on the internal control structure of this contract. The reportable situations 
are as follows: 
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a) 	 The control environment for the financial and accounting management during the 
effective period of the contract was weak. A control environment sufficient to 
guarantee adequate control and use of the contract's funds was neither designed 
nor implemented and the levels of authority or responsibility of the personnel in 
charge of the Financial and accounting areas were not clearly and concisely 
establisied. 

b) 	 An adequate accounting, budget, and management information system was not 
implemented to enable the preparation of the fund accountability statement and 
compliance with applicable laws and regulations. The accompanying contract cost 
accountability statement was prepared on the basis of non-official accounting 
information. 

c) 	 The filing system is not adequate. This deficiency resulted in the failure to 
provide the following information: liquidation vouchers, documentation supporting 
disbursements, bank statements, bank reconciliations, requests and authorization 
for travel and disbursements, documentation for the return of vehicles assigned to 
the contract, copies of the work contracts approved by the Ministry of 1-abor, and 
documentation supporting payment of social contributions and incone tax of 
personnel. 

d) 	 There is no written evidence of reconciliations for the amounts stated on the non
official accounting information of Alpha Consult S.A. (see Note 2 in page 13) and 
USAID/Peni. 

We detail audit findings in the accompanying internal control structure report. 

Compliance with the Contract Terms and Applicable Laws and Regulations 

As part of obtaining reasonable assurance about whether the fund accountability 
statement is free of material misstatement and in order to express an opinion on 
compliance with the contract terms and applicable laws and regulations, we pefformed 
tests of Alpha Consu!t S.A. compliance with contract terms and applicable laws and 
regulations which may affect incurred costs under the contract. 
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The results of our tests indicate that Alpha Consult S.A. did not comply with the 
contract terms, and applicable laws and regulations. These situations, described in the 
following paragraph, affected adverse' our report on compliance with the contract 
tenns and applicable laws and regulations: 

a) 	 No accounting, budget and management infornation system was maintained during 
the effective period of the contract. The contract cost accountability statement was 
prepared in a partial form on the basis of non-official accounting information (see 
Note in page 13). 

b) h'le filing systein of thc contract was weak. 

c) 	 In most cases, advances for travel expenses were not additionally supported. 

These instances of non compliance gave rise to the existence of IJS$184 questioned 
costs and USS29,796 unsupported costs. In our report on compliance with the contract 
terms and applicable laws and regulations, we detail audit findings in regard to these 
reportable situations. 

These instances of non compliance precluded us from fonning an opinion on the 
reasonability of the amounts stated in the contract cost accountability statement of the 
contract. 

Comments of the Executive Committee 

This report was discussed with the Administrative Coordinator of the Contract, the 
official who was designated to coordinate the audit work. 

fie Administrative Coordinator stated that he was responsible and could give 
explanations on the operative management of the contract. He also indicated that, to 
the extend that the contract's liquidation vouchers were paid and reimbursed by 
USAID/Peru, USAID/Peru had provided its acceptance and approval of the incurred 
costs under the contract. 
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He made no more financial comments because he was not aware of the activities 
performed under the contract. 
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AUI)IT OF,COS'l' IRlHMIIURISEMI NT PU'S FIXED FEE CONTIIACT No.527-0285
C-00-9035-00 WITII AL[PIHA CONSiLT S.A. FO1R TiHEI PE101) JANUARY 1, 
1989 TO DECEMBER :11, 1992 

CONI'RAC' C(OS' ACCO IJN'I'AI 11 'Y STATEMENT 

REPORT OF INI)EPIENI)EN'T' ACCOIJNI'A N'S 

We have andied the conlct cost nemahictbilily slalemnt of cost reinmbimseenl plus 
fixed fee cont tael N.527-0285-C-00-9035-00 managed by Al)ha Consult S.A., for Ihe 
period from .ldiillrui) I, 1989 to lDecember 31, 1992. le con!r'ci cot accountability 
statement is the responsibilily of Alpha Consull S.A. Our responlsililily is to express 
aiinopiiniol oil such colllrlict cost accountability stateimient lmscl on or unlldit. 

Ouir firmishas not been ,,ulbjecled to an inlerial quality coriol review by an unaff iliated 
audil organization f s reqired by paragraphs "16, chap:ter 6 of tlie "(,overinnent 
Auditing Slandarls", since no sch qualiy review program is offered by professional 
organizations in Per. We believe that the effect of this departure from Ithe financial 
adit reoquiremets of "(,overmuent Audiling Stan(dards" is no nun leria because we 

Iarliciplate in Ihe Price Walerhouse South American Firn inlernal qualily conlrol 
program which requires the Price Waleriouse Iiima Office to he sibjctel, every Whree 
years, to an extlesi ,e quality control review by pamrners and Iialagers froiii oilier Price 
Walerhouse offices. 

'11e scope of our audit was affected by the following limitalions: 

a) 	 'llie control enviromuent during the ime the conlract was inforce was weak. A 
control environment sufficient to guarantee adequale control and use of Ilhe 
contrac l'sfunds was neilier designed nor impl)lemented; and ihe levels of anthorily 
or responsibility of the personnel in cliarge of the financial and accot ting areas 
were not clearly and concisely establislicd. 

b) 	 An adeqInate accounting, lidget and management information system was not 
implemented to einable Ihe preparation of the contract cost accomitabilily slalelell 
and comliance with applicable laws and regulations. A decribcd in Note 2, the 
accompanying coinit rac.t cost accoItnahilily slatement was prepared, on a partial 
form on the basis of non-official accout ing informalion. 

Asiento ide aficha 2645 
del Registro de Manda!os 
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c) 	 There is no adcpiat iing systm. 'This leficielcy resulted in Ile failure to 
provide thie following (lociinentation: li(puidatiol vouchers, docinunelnlation 
supporting (lisrs'me nents, bank stlat enents, nank rccimmiations, req liesis and 
autlrination fOr travel and diSLursemnent., docinieialion of he ret in of vehicles 

assigned to the contract, copies of the work contracts l)lrovd by Hie Mini,st ry of 

Labor, d(octiuientatioi s1pporting )ayment of social cont ribiit ions and income tax 
of peisoinel. 

d) 	'There isno written evidence of reconciliations between tile anlionnts slated in tile 
non-official accomiting information of Alpha Consul t S.A., a (lescril)ed inNote 2 
and those of IlSAll)/lPeri. 

e) 	 Allha Cozisil tS.A. received fliding from USAID/)Peru iniJS dollars, wlhich were 
dis)1ursed cither inlocal cirrency or IJS (S Ioar. fundkiI'lhe nioviinet of tliis ng was 
i1o0recorded on ail ac(Omin tlig basis (see b) above). Additionally, non-official 

accounting ilnforlination was not siffcient to ena)le ius to i(Wlify .elialge intes 
used for the l)r1)nirntion of the accoi)anying conlract cost accollabiility 

stalrt ineil, 

As descri iedi inNote 3,the contract cost accoilabliliy statemelni t was preparedloi tile 
basi f basis of accolliilliligoaish receil)ts and (lisl)irsleielits which is acopil)reiensiv e 
other than generally accepted accoiltliig princi)les. 

Iuic to the limitalions described in the above paragra)sh, the sCOpC of our audit w 
not sifficient to express inol)inion, ail accordingly, we (o not express Snll an 
opinion Oil lie coitlrac;t cost acountabiIi ty stateiient referred to above. 

Additionally, as descriled inNote 4, tile accomiipaiying contract cost accon illa hility 
statennent inclides questione(l costs and rInsiipportedl costs anoning to IJS$1 84 and 
US$29,796, respectively. 
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Thi'is reort is iltCIided ,ily for Ihe use of tIh Jnited Stiates Agency For Inlernational 
)evelopieunt and Alhia (on.siil S.A. This resirictioll is inot itlieided to limit tile 

(listribiiion of Ihis rep)ort which, iupolli acelptaice by Iti Office of the Il sjecllor 

General is aimttei of pudblic record. 

May 16, 1991, 

( q (.2



AUDIT OF COST REIMBURSEMENT PLUS FIXED FEE CONTRACT 
No.527-0285-C-00 WITH ALPHA CONSULT S.A. FOR 
THE PERIOD JANUARY 1, 1989 TO DECEMBER 31,1992 

CONTRACT COST ACCOUNTABILITY STATEMENT 

Salaries and Vehicle Office Exchange 
Date benefits () Per Diem expenses expenses Miscellaneous Total rate (--) Total 

Il. I/. I/. Il. I!. iI. I/. US$ 

ADVANCES 

8. 7.89 95,898,595 11,839,458 632,400 1,685,000 110,055,453 2,900 37,950.16 
17. 8.89 45,299,033 8,121,252 - 246,800 - 53,667,085 2,820 19,030.88 
30.889 14,916.605 8,447,500 66,951,176 1,000,000 3,600,000 94,915,281 3,310 28,675.31 
13.989 16,289,539 (4,497,176) - (1,844) (577,092) 11,21.3,427 3,370 3,327.43 
5.10.89 12,293,489 6,935,250 7,075,200 300,000 26,603,939 5,080 5,237.00 
27.11.89 69,908,527 28,490,570 8,480,000 1,900,000 4,500,000 : ? 279,097 7,180 15,777.03 
30. 1.90 93,978,206 45,660,940 - 2,000,000 - 141,639,146 13,020 10,878.58 
30. 1.90 411,921,668 68,933,656 - 3,700,000 16,300,000 500,905,324 15,055 33,271.69 
3.5.90 207,987,490 92,687,686 12,400,000 4,400,000 45,000,000 362,475,176 28,200 12,853.73 
12.7.90 498,412,630 62,031,184 24,195,920 7,000,000 - 591,639,734 110,000 5,378.54 
14.8.90 989,765,029 265,818,544 75,874,015 6,000,000 189,811,685 1,527,269,273 180,000 8,484.83 
26.9.90 2,781,904,944 2,266,149,017 1,169,979,222 96,748,120 130,000,000 6,444,781,303 442,000 14,580.95 
19.11.90 1,136,392,686 1,392,698,463 6,025,670.598 67,452,215 365,224,206 8,987,438,168 442,000 20,333.57 

6.374,968.441 4,253.366,344 7,390,626,131 191,377,691 755,543,799 18,965,882,406 215,779.70 

LIQUIDATIONS 

12.7.89 23,291,840 4.796,114 319.101 1,107,908 29,514,963 2,900 10,177.57 
1.889 88,896.294 2,546,168 - 311,455 - 91,7E3,917 2,900 31,639.28 

12. 9.89 21,737,430 7,149,202 52,976,153 240,280 - 82,103,065 30,525 27,142.85 
11.10.89 17,C58.394 11,444,237 - 982,337 5,602,577 35,0E7,545 3,310 10,600.47 
15.11.89 32,607.171 8,286,609 - 531,589 - 41,425,369 3,634 11,398.72 

28.12.89 25,750,887 16,313,408 - 349,685 - 42,413,980 6,182 6,861.27 
2.3.90 68,179,152 38,031,046 - 1,241,183 1,195,402 108,646,783 7,869 13,806.78 
9.4.90 94,320,204 16,561,492 5,030,163 11,254,466 127,166,325 13,114 9,697.04 

30.5.94 717,351,962 57,879,772 84,172,653 1,422,201 - 860,826,588 18,830 45,715.87 
27.7.90 412,700,389 118,231,628 22,556,500 3,940,536 50,708,101 608,137,154 11,474 5,455.40 
10.9.90 1,243,364,030 260,519,930 159,298,200 7,722,172 - 1,670,904,332 191.142 8,741.69 
22.10.90 818,647,290 1,225,091,038 223,095,000 16,499,914 - 2,283,333,242 442,000 5,165.91 

30. 4.91 5,214,269,454 2,395,251,400 6.815,927,436 81.469,376 258,927,499 14.765,845,165 442,000 33,406.89 
8,778,174,497 4,162.102,044 7.358.025.942 120,059,992 328,795,953 20.747,158,428 219,809.74 

(2,403,206.056) 91,264,300 32.600.189 71,317,699 426,747,846 (1,781,276,022 (4,030.04) 

() Not including salaries and fees paid in U.S. dollars and reimbursed in this currency.
 

() Rates of exchange according to AID's vouchers.
 

The accompanying notes are integral part of the Contract Cost Accountability Statement.
 



2 

AUI)iT OF' COS' HVIMItJRSI",MiENT lIJUS FIXED IEE CONTiHACT No.527-0285
C00-9035-00 WITI A II IA CONSUIi'S.A. FOR TIIE PERIOD JANUARY I, 1989 
ID I)ECENI I-II 31, 1992 

NOTES T O TI IE (ON'I AC I' COS'I' ACCO U N'TIAIT1111'Y STA'I'EM ENT 

OPERATIONS 

Alpha (,onsiill S.A. isa coislliling firm1 services ti carry oultthat provides lproffessional 
and/or inailage stildies and projects lwhich require, due to their Size and complexily, 
Specialized and interdisciplinary articipation. 

Oil l)ecembcr 15, 1988 Alpha Consil[I S.A. and UISAIl)/lIii-, sigiel (olii No.527
0285-C-00-9035-00 in order 1o provide personnel and adminislrative Services as 
rcoiiird by UISAID/le ni 1 (uild Action Projccl in Pe n.sippott1 Siirvival 

The required services are classified inthe following categories: 

a) P'ersonnel administratioin 
b) Financial services
 

c) Vel icle-rela led Services 

(I) Commercial services
 
e) (;onilu niiiiiiiiItioll services
 

'le coillilla!s aclivities bcgan inJaumay 1989 bin were suispended on l)cember 3 I, 
1991 iqnp reqiest of IISAID/Peni anl the Ministiy of Health. 

CONTlRACT COST ACCOUNTABILITY STATEM ENT 

Thle accomlpanying conlrac t cost accounitaliHily saiewill is presented only for 
informative pimrlo)se, and was prnlrcd ini a partial fon by Alpha Consull S.A. oil the 
basis of imr-official accoinling iimfmirnation. lie accomnting iractice in rerciliresYer, 
Iainutainiing lhe accouniiig traisactionis ini a coip)rehensive iimainer by iialls of the 
adeqlilate iise of an official set of aceonting rwcords, which .liipipises: i) inventory 
and Idalncs (open and choing balances), ii)journal, iii) general ledger and iv)cash 
book. Alpha Consult S.A. registered the contracts trausactions dalilue"iii ima ohffereit 
than the olne described above; Iherefore, it was not possil)le to conliict nn anidil of 
such sieinienii lecaiise there were ii anleqtiate accoiliiiing records for Ihe contract and 
soile sip))ortiing docni eiltation coicenuing the liansaclions perfoiiied was iing. 
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ACCOUINTING llACTICE 

'l1V coiIt1ract cost accoiunt'ailily slatemiienit was prepared onil Ihe lasis of cash receipls 
and (lislbui-isieiit. 

4. QUESTIONAlLE,COSTS 

I'lhose cost" (onsidered to l)e inappro)riate Cor the .Olt'act cost accoiintlibilily
statemient uinider t]e (ont' act let-lls, and apl)l)lical)le laws adI regiillioiis, an(d Ilose 
Costs tlial are Iiot Sipl)orle(l wilh ade(iate doewi'ivillalion (1un1supporled), are

Ilreasona)le or (o not have re(lliire(d prior al)l)soVai or lilhorizallons. Qiesliolied 
costs ainlotiiil to US$2),9P() and con si st of Ile olIlo,vihg: 

Qu(esliw oss
olale 

_Questioned tJ list)I)orl ed 
JS$ lJS$ 

General sales tax 18I
 
Salaries and renlllneralions 6,979 
Social cotlil)iliols ainl oilier
 
taxes 
 - 16,834.
Tra vel aid per dieii 
 5,983 

184. 29,796 



Price ' ryou LLas Begon)is 441 T0hIS442. 067' 442C055 

S:' s a . Cvi a Lima 27,Peru Te Fe',20 '1 P,,, 
Fs[:'ss Ln;!ada F"I,442-6522,Iad Aparialo 14"4-2669 
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AUDIT OF COST REIMBURSEMENT PLUS FIXED FEE CONTRACT No.527-0285
COO-9035-00 WITH ALPHA CONSULT S.A. FOR THE PERIOD JANUARY 1, 1989 
TO DECEMBER 31, 1992 

INTERNAL CONTROL STRUCTURE 

REPORT OF INDEPENDENT ACCOUNTANTS 

We have audited the contract cost accountability statement of cost reimbursent plus 

fixed fee contract No.527.0285-C-00-9035-00 with Alpha Consult S.A., for the period 
January 1, 1989 to December 31, 1992, and we have issued our report thereon dated 
May 16, 1994 in which we do not express an opinion because of significant limitations 
in the scope. 

Our fin has not been subjected to an internal quality control review by an unaffiliated 
audit organization as required by paragraph 46 chapter 6 of the "Government Auditing 

Standards', since no such qality review program is offered by professional 

organizations in Peru. We believe that the effect of this departure from the financial 
audit requirements of Government Auditing standards is not material because we 

participate in the Price Waterhouse South American firn internal quality control 

program which requires the Price Waterhouse Lima office to be subjected, every three 

years, to an extensive quality control review by partners and managers from other Price 
Waterhouse offices. 

In planning and perforning our audit of the contract cost accountability statement we 

could not examine the amounts stated in such statement because of the lack of an 
adequate accounting and budget system which made it impossible to reasonably 

prepare such statement, and the lack of some basic documentation of the contract's 
activities. 

The Executive Committee of Alpha Consult S.A. is responsible for establishing and 

maintaining an internal control structure. In fulfilling this responsibility, estimates and 

judgements by the Executive Committee are required to assess the expected benefits 
and related costs of internal control structure policies and procedures. 
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The objectives of an internal control structure are to provide the Executive Committee 
with reasonable, but not absolute assurance that assets are safeguarded against loss 
from unauthorized use or disposition and that transactions are execute(] in accordance 
with the Executive Committee's authorization and recorded properly to permit the 
preparation of the fund accountability statement. Because of inherent limitations in 
any internal control structure, eiTors or irregularities may nevertheless occur and not 
be detected. Also, projection of any evaluation of the structure to future periods is 
subject to the risk that procedures may become ina(lcquate because of changes in 
conditions or that the effectiveness of lrocedures may deteriorate. 

For the purpose of this report we have classified significant internal control structure 
policies and procedures into the following categories: i) general aspects, ii) financial 
accounting aspects, iii) treasur-y (receipt and custody of funds) v) payroll, and vi) fixed 
assets. 

For all the internal control categories listed above, we obtained an understanding of 
the design of relevant policies and procedures and whether they have been placed in 
operation, and we assessed control risk. 

We noted certain matters involving the internal control structure and its operation that 
we consider to be reportable conditions tnder the standards established by the 
American Institute of Certified Public Accountants. Reportable conditions involve 
matters relating to significant deficiencies in the design or operation of the internal 
control structure that, in our judgement, could adversely affect the ability of Alpha 
Consult S.A. to record, process, summarize, and report financial data in a manner that 
is consistent with the assertions of the Executive Committee in the contract cost 
accountability statement for the period January 1, 1989 to December 31, 1992. These 
reportable conditions are described in detail in the following pages and are 
summarized as follows: 

a) 	 The control environment during the effective period of the contract was weak. A 
control environment sufficient to ensure adequate control and use of the 
contract's funds was neither designed nor implemented and the levels of authority 
or responsibility of the personnel in charge of the financial and accounting areas 
were not clearly and concisely established. 
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b) 	 An adequate accounting, budget and management information system was not 
implemented to enable the preparation of the contract cost accountability statement 
and compliance vith applicable laws and regulations. Tlie accompanying contract 
cost accountability statement was prepared on the basis of non-official accounting 
information. 

c) 	 There is no adequate filing system. 'I1lis deficiency resulted in the failure to 
provide tile following information: liquidation vouchers, documentation sul)porting 
disbursements, bank statements, bank reconciliations, requests and authorization 
for travel and disbursements, documentation of the rcturn of vehicles assigned to 
the contract, copies of the work contracts approved by the Ministry of Labor, and 
documentation supporting payments of social contributions and income tax of 
personnel. 

d) 	 There is no written evidence of reconciliations between the amounts stated in the 
non-official accounting information of Alpha Consult S.A. and USAID/Peru. 

A material weakness is a reportable condition in which the design or operation of one 
or more of the 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 contract cost accountability statement being audited nlay occur and not be 
detected within a timely period by employees in the nornial course of performing their 
assigned functions. 

Our consideration of the internal control structure would not necessarily disclose all 
matters in the internal control structure that might be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that alsoare 
considered to be material weaknesses as defined above. However, we believe that the 
reportable situations described above are material weaknesses. 
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This report is intended only for the use of the United States Agency for International 
Development and Alpha Consult S.A. This restriction is not intended to limit the 
distribution of this report which, upon acceptance by the Office of the Inspector 
General is a matter of public record. 

May 16, 1994 



AUDIT OF COS'll IIEI,: CON'i'IACT No.527-02851lM lIHSEM 1NT P.US FIXE) 
C-00-9035-00 WITlH ALP! IA CONSI!IHT S.A. FOlI TIIE lPEll10!) .JANhARY 1,1989 
TO DECEM III 31, 1992 

INTE INA!. CONTR(lOL,STRUI'CTJIE 

AUi)IT FINDINGS 

'Ilie control envieronimentiplemented by Alpia Consult S.A. for Ihe financial and 
accounting management of Ihe coitract Jaictivities was weak. 

Condition -

A control environment sid'licient to garanttee le adequa e control and rise of the 
coitl'act's ftrads was not implcrtiertcd. The levels of aulrlrority arnd reslsibility of Ihe 
personnel illthe accorllting and financial areas were not eslblished ina coireise and
 
clear fashion.
 

Criteria -

Alpha Consult S.A. sould have designed la adequale control environmtent for the 
efficient perforimance of the Contracts' activities and griaranleced its implermentation. 

Case -

More eml alsis was placed oilI tie operating areas Ihan on tIhe financial and accoliing 
areas. Also, there was a lack of'experience in the design ard accoiling recorling 
of the Contract's operalions. 

Effect -

This weakness adversely affected the conltracl cost accorrtalilly stalement and Ihe 
internal control strtillre of tIhe contract for an tde(qatle control of assigned finds. 

lecommendalion -

We recomiend that prior to signing fitirre Contracts and/or agreements witlh JSAID, 
Alphal Considt S.A. should establish ard implement a strong control erivironinienil ill 
the financial and accounting areas. 

No accouning, brudget, and management inforialion system was implemented to 
efficiently control tIe use and npplicalion of finids assigned to the coniract. 

"p1 
, 
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Condition -

No accouling budget, and mannagement infonm'alion syslem was in lpeninld for Ihe 
recording of the conlract's operalions. T'ransaclions were recorded on the basis of lion
official accounting inforiniation. 

Criteria -

Ile contract slhould have had an accountling ai(J lldget systeti to garaile Ihe 
integral, linely and correct recorling of transactmions. Also, a nilall igllllt infomIlatlin 
systemi would have facilitated Ihc lIlllagenllllli of fnlllds assigned to the cotnract. 

Cause -

A weak inlerlal controlcnvironnlel existed (Inle to a lack of exlceriellee nIld/or 
financial and accolulig albilily (f the coorlinal'or. t was conisidered sifficient to 
inainlain extra-accoling information. All accountant's a vl'ice was Inotconsidered 
niecessaiy for the recording of the contract's Inransclions. 

Effect -

In adlilion oinon-coipliance with the c(,nlrat teriIs, and applicabhle laws and 
regulalio s, tlhe control of the coltract's Iransactlios and budget execilliou and 
preparalion of the colltract cost accontaliliy ioi(icllt.siatenent hecaic niore 

Recommendation -

We reconnlelnd that Alpha Consult S.A., for all future coilntracls and/or i)rojecls witlh 
USAI1), design aid implemnent an accoluwling, budget, and lnlaigeill infonallion 
syslein to facilitale the control of operations. 

During the effective period of tde contract iere was no wrilln evidence or periodicl 
reconcilialions between Ilie airiounts slated in tle non-official accounling inforiation 
of Alpha Consult S.A. anl tIhose of USAII)/Ieru. 

Condition -

AnloiMts staled in Ihe non-official accounling infonnalion of Alpha Consult S.A. were 
not periodically reconciled with infornialion provided by USAII)/Peni. 
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Criteria -

Periodic reconcilialions should have been perforned beitween la Iahices of Ilie con t acl's 
funds and USAil)/Ieni, leaving wrillen evidence of Ihe work perfonned. 

Caiise -

Ignoraince and/or negligence of Alpha Consul S.A. 

Effect -

We ciannot (limnify Ihe effect of this condition because Alpha Consult S.A. did not 
mailntai i acc(uliilng records. 

lec(oiindnlionr -

We reconimend i(al Alpha Consult S.A., for fihuit coli'ncis and/or pmjects with 
USAII), perform )eri odical reconi-nlions of balances state( in its non-official 
accouniting informalion and USAII)/Peri, leaving rillen evideccc of tlie work 
performed. 

Tliere is no adequate filing system. 

Condition 

our review we enconutered serious difficulties in finding ccrniin doci 
rclated to tihe con i'c t. Such docunimnalion was kept in a disorderly fashion in thIiree 
1)0OX eS. 

DuI Oiig ninta tion 

Criteria -

All the doc unentalion related to the cont rac shoild be chronologically filed, togelliei 
with financial and accounting records. This (locmientationi should l)e kept in ctustody 
at least for" five years as from the teniination (late of Ilie contrael. 

Calls( -

Negligence or lack of allention of Alpha Consult S.A. 
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Effect -

In aul' in non-cmIpince with USAII) regulations, this sitiilion nmy resuiln;,z 
 inihe 
existence of (uestionale costs. Specific doclnells which Could not lbe hocaled 
include: liquidation vouichers, docune!ation supporting disilrseniccits, bank 
slatenicits, bank reconciliations, re(qlests and ant hioiization fir travel and 
disburseients,dociluileltation of tihe return of Vehicles assigned to Ile contract, co)ies 
of the work contracts approved by tile Ministry of lah)or, and (locuiviiiion supporting 
payments of social conliillien, and income tax. 

Reconirnerdliion -

We recommend that Alpha Consult S.A., for future contracts and/or projects vithi 
USAHT), design and i llell an an tcqualC filing system to ensiuirel custody aid iling 
of dociileilts related to tIhe coillract. 
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AUDIT OF COST REIMBURSEMENT PLUS FIXED FEE CONTRACT No.527
0285-C-00-9035-00 FIXED WITH ALPHA CONSULT S.A. FOR THE PERIOD
 
JANUARY 1, 1989 TO DECEMBER 31, 1992
 

COMPLIANCE WITHi TtHE CONTRACT TERMS, AND APPLICABLE LAWS AND
 
REGULATIONS
 

REPORT OF INDEPENDENT ACCOUNTANTS 

We have audited the contract cost accountability statement of cost reimbursement plus
 
fixed fee contract No.527-0285-C-00-9035-00 with Alpha Consult S.A., for the period
 
January 1, 1989 to December 31, 1992, and have issued our report thereon dated May
 
16, 1994 in which we do not express an opinion because of significant limitation to
 
the scope.
 

Our firm has not been subjected to an internal quality control review by an unaffiliated
 
audit organization as required by paragraph 46 chapter 6 of the "Government Auditing
 
Standards", since no such quality review program is offered by professional
 
organizations in Peru. We believe that the effect of this departure from the financial
 
audit requirements of Government Auditing standards is not material because we
 
participate in the Price Waterhouse South American firn internal quality control
 
program which requires the Price Waterhouse Lima office to be subjected, every three
 
years, to an extensive quality control review by partners and managers from other Price
 
Waterhouse offices.
 

The Executive Committee of Alpha Consult S.A. is responsible for compliance with the
 
contract terms and applicable laws and regulations. In obtaining a reasonable
 
assura.ice about whether the fund accountability statement is free of material
 
misstatement, we performed tests of compliance by Alpha Consult S.A. with contract
 
terms and applicable laws and regulations that may affect the incurred costs under the
 
contract. However, our objective was not to provide an opinion on overall compliance
 
with such provisions.
 

Material instances of noncompliance are failures to follow requirements, or violations
 
of prohibitions enclosed in the laws, regulations, contracts or donations that cause us
 
to conclude that the aggregate of the misstatements resulting from those failures or
 
violations are material for the contract cost accountability statement for the period
 
January 1, 1989 to December 31, 1992. The results of our tests indicated the
 
following instances of noncompliance, which we will describe in detail in the following
 
pages:
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a) 	 An adequate accounting, budget and management information system was not 
implemented during the effective period of the contract. 

b) 	 The filing system of the contract was weak. 

c) 	 In most cases, advances on account of travel expenses were not additionally 
supported. 

In our opinion, due to the significance of the effect of the situations described above, 
and with respect to items tested, Alpha Consult S.A. did not comply, in all material 
respects, with the contract temis, and applicable laws and regulations. This resulted 
in the existence of questioned costs and unsupported costs amounting to US$184 and 
US$29,796, respectively, from Januaty 1989 and December 1992. 

This report is intended only for the use of the United States Agency for International 
Development and Alpha Consult S.A. This restriction is not intended to limit the 
distribution of this report which, upon acceptance by the Office of the Inspector 
General is a matter of public record. 

May 16, 1994 
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AUDIT OF COST EIMRhJIISIMENT PIUS FIXIED FEE CONTRIACT No.527-0285
C-00-9035-00 WITH AIPHA CONSUI' S.A. FOR TIlE PERIOI).JANUAIRY 1, 1989 
TO DECEMBER 31, 1992 

COM lIANCE WITII CONTRACT TERMS AND APPLICABLE LAWS AND 
REGULATIONS 

AU1)IT FINI)INGS 

Control procedures eshablished in the Manual of Administrative Operations of the 
contract were not taken into consideration. 

Condilion -


Oru" examinalion delermin ed the exislence of IIIe following silt alions:
 

- No accomiling, budget, and management infomilation system was impleelileiid. 
'file fund accountlailiy statineent was prepiared inl iiarlal forl il llre basis of 
non-official acollliling iiforniaion. 

- Th1C filing sys eil was deficient.
 

- In most cases, advances for Iravel expenses were not stiirporled wilh adequale
 
doctumentation. 

Criteria -

All standard provisions establislhed in the conltract being exanlined, inclirding Ihose 
related to tile condition under this finding should be followed. 

Cause -


Ignorance and/or negligence of Alpia Consult S.A.
 

Effect -


The contract cost accountability slalemlenlt includes qiieslioned costs and unsupported
 
costs amounting to US$184 and US$29,796, respeclively.
 

Recommenda tion -


We recomllendIllhat Alpha Consulll S.A., for nil fitlure colitacts ald/or projects wilh
 
USAID/Peru, should lake inlto consideralion USAID regilalions.
 


