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The Inspector General's Office of Programs and Systems Audits
has completed the subject worldwide review. A draft of the
report was provided to your Bureau for review and comments. A
copy of the response is attached to the report as Appendix 1.
Five copies of the report are attached for your action.

The report contains 4 recommendations which are considered
resolved. Please provide to the Office of Programs and Systems
Audits within 30 days the actions planned or taken to close the
recommendations.

I appreciate the cooperation and courtesy extended to my staff
during the audit.



FINANCIAL MANAGEMENT

"The validity of A.lLD.'s unliquidated
obligations reported to the U.S. Treasury is
questionable because of weak controls”

EXECUTIVE SUMMARY

A.LD. certified to the U.S. Department of Treasury unliquidated
obligations totaling $9.9 billion as of September 30, 1987. The $9.9
billion approximated two years of annual appropriations to A.lL.D. in
recent years.

Under Federal law and A.L.D. implementing regulations, the Agency's
certification was assurance to Treasury that all reported obligations met
the criteria for valid obligations as defined in the Supplemental
Appropriations Act of 1955 (31 U.S.C. 1501). This determination
regarding validity was to be based on a careful review, at least
annually, of outstanding obligations.

The Office of Inspector General made an audit of A.l.D.'s Headquarters
and eight selected overseas locations to determine whether a system
was in place that provided a reliable basis for the required certification
and whether unneeded obligations were being promptly identified and
either reprogrammed or deobligated. Th3 audit focused on A.l.D.'s
three major appropriations: Operating Expenses, Development
Assistance, and Economic Support Funds. We found that effectivs
systems were 1ot in place resulting in questionable certifications by the
A.l.D. Controller as well as by Mission Controllers. Also, we found that
Bureau and Mission officials were not inclined to take reprogramming
and deobligation actions on expired commitments because without
reobligation authority the funds would be lost to the Agency.



As a result of these problems:

. The outstanding operating expense obligation balance totaling
about $1.4 million related to appropriations that expired in 1984
and earlier probably no longer represented valid obligations. For
example:

About $292,525 was reserved for living expenses of U.S.
dependents evacuated from Vietnam years ago.

About $252,000 represented expected paymients to other
U.S. government agencies for obligations established in
1982, 1983, and 1984. These payments were either
already made or will not be necessary.

Another $93,000 was for short-term A.l.D. employee travel
per diem that was already four years old.

. One hundred and thirty-nine expired loans had unliquidated
balances totaling $67.4 million. Some of these loans expired as
far back as 1982, and in some cases there had been no
disbursements reported against the loans for more than five years.

. In the area of non-loan project and program assistance, the audit
disclosed $43 million in unliquidated balances for projects,
contracts, and grants that had expired. Over 90 percent of the
balances tested had little supporting documentation on file that
would permit verification of the accuracy and validity of the
amounts. We concluded, on a test basis, that about $106 million
lacked the necessary support.

. None of the eight overseas locations included in this audit had

fully complied with A.l.D. certification review requirements.
Required reviews were not made; reviews were made but not



documented; and procedures were not in place to ensure that all
obligations were reviewed. Accordingly, about $2.8 million was
not promptly identified as unneedod and deobligated, including
about $900,000 in operating expenses, a category in which A.l.D.
Missions faced continuing shortages.

In addition, the Regional Inspector General for Audit, Cairo
identified about $35 million in unliquidated obligations that
could have been deobligated had USAID/Egypt effectively
implemented the mid-year and year-end review
requirements.

To correct these problems, recommendations werse made to establish
clear guidelines on reviews of unliquidated obligations and the
responsibilities of those involved in the process; to deobligate balances
no longer required; and to examine all unliquidated balances for which
final disbursement dates had passed or effective dates of obligation
documents had expired.

The Office of Financial Management shared our concerns about the
validity of unliquidated obligations and the year-end certifications. It
said limited staff availability was one of the major reasons
comprehensive reviews were not made in the past. The office agreed
with the recommendations ard outlined plans for Missions and
Headquarters to complete actions on the recommendations by
September 1989. The recommendations, therefore, were considered
resoived with closure pending completion of the indicated actions. The
Office of Financial Management also noted that the report should
recognize that A.L.D. had deobligated $179.9 million in fiscal year 1987
and $295.6 million in fiscal year 1988. The office’s full comments ara
included as Appendix | to this report.

% /du /WJ’M



AUDIT REPORT ON A.Ll.D.'S
COMPLIANCE WITH FEDERAL REQUIREMENTS FOR
THE REVIEW AND CERTIFICATION OF
UNLIQUIDATED OBLIGATION AMOUNTS

TABLE OF CONTENTS

Page

PART | - BACKGROUND, AUDIT OBJECTIVES AND SCOPE

Background . ... ........ ... ... .. . . . ... .. 1

Audit Objectives and Scope . ................. 4
PART I - AUDIT RESULTS AND RECOMMENDATIONS

A.l.D.’s Processes for Reviewing and

Certifying Unliquidated Obligations Were

Largely Unsatisfactory . ..................... 7

A.l.D. Regulations Are Specific in

Requiring Reviews of Obligations . ............. 10

A.l.D. Headquarters Efforts to Comply With

Regulations Were Not Effective Resulting

in Questionable Validity of Many Obligation

Balances . ............... ... ... . .. ... .. 11

» Operating Expenses . .................... 15

e Loan Funds .. ...... ... 16



AUDIT REPORT ON A.l.D.'S
COMPLIANCE WITH FEDERAL REQUIREMENTS FOR
THE REVIEW AND CERTIFICATION OF
UNLIQUIDATED OBLIGATION AMOUNTS

TABLE OF CONTENTS

PART Il - AUDIT RESULTS AND RECOMMENDATIONS (Cont)
* Project and Program Assistance Funds .........

Mission Reviews Also Did Not Always Identify
Questionable Balances Remaining on the Records

Lack of Required Reviews Impacted on Certifications
Made to Treasury ........................

Compliance and Internal Control . .............

PART Iii - EXHIBITS AND APPENDICES
Exhibits
1. Office of Inspector General Audit Reports
Issued in 1988 as Part of Worldwide Audit
of Unliquidated Obligations

Appendices

1. Management Comments
2. Report Distribution

. 20



AUDIT REPORT ON A.LD.’S
COMPLIANCE WITH FEDERAL REQUIREMENTS FOR
THE REVIEW AND CERTIFICATION OF
UNLIQUIDATED OBLIGATION AMOUNTS

PART | - BACKGROUND, AUDIT
OBJECTIVES AND SCOPE

Backqground

A.LD. Handbook 19, 2M provides that each accounting station will
review the status of its obligated funds, periodically and at the end of
each fiscal year. The purpose of these reviews is to ensure that
amounts kept on A.l.D.’s books are accurate, valid, and required for the
stated purposes, and to provide the basis for taking action to
deobligate funds determined to be no longer needed. A.l.D. is
specifically required to certify that all obligations reported to ihe U.S.
Department of Treasury (Treasury) on its year-end closing statement
meet the criteria of a valid obligation as defined in the Supplemental
Appropriations Act of 1955 (31 U.S.C. 1501).

A.l.D.’s annual certification to the Treasury as of September 30, 1987
was prepared by the A.LD. Controller on the basis of individual
certitications by about 70 overseas Mission Controllers in the field and
by the heads of three accounting stations in Washington. These
accounting stations in the Office of Financial Management were the
Program Accounting and Finance Division, the Loan Management
Division, and the Washington Accounting Operations Division.

As of September 30, 1987, A.LD. reported unliquidated obligations
totaling $9.9 billion which included $4.3 billion under control of the
Washington-based accounting stations and $5.6 billion controlled by



overseas missions. The $9.9 billion approximated 1.8 years of annual
appropriations based on the fiscal year 1989 level of about $5.5 billion,
and involved appropriations dating back to at least 1979. As shown in
Table 1 the amount of unspent funds in A.l.D. has risen steadily since
at least 1980.
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The large unliquidated balance was attributed by Financial Management
officials to the unique developmental nature of A.l.D. programs and
projects, that had an average implementation period of about seven
years, and to the practice of obligating the full amount of multi-million
dollar contracts, grants, and loans upon signing agreements.



The controls over reported obligations have long been a matter of
concern to the Office of the Inspector General because the availability
of Federal funds not targeted for a cpecific use is an open invitation for
abusive financial practices. About 30 audits made by the A.l.D. Office
of Inspector General between 1981 and 1987 reported findings related
to the questionable validity of unliquidated obligations. The recurring
theme in these reports was that projects had unneeded amounts which
could have been reprogrammed or deobligated. = Weak controls
manifested in a 1988 A.I.D. Office of Inspector General investigation
that disclosed $1.3 million had been embezzled by an A.I.D. employee
from unliquidated prior-year obligation balances. The Comptroller
General of the United States in addressing major management issues
facing the naw administration in 1989 reported that A.l.D.'s multi-billion
dollar pipeline of obligated but undisbursed funds was an indication of
its inefficient use of available funding and of its project implementation
difficulties.

Inadequate monitoring of unspent prior-year appropriations transcended
A.LD. and was perceived by the Inspector General community as a
government-wide problem. A survey made in 1982 by the Inspector
General, Department of Housing and Urban Development, in reporting
to the President's Council on Integrity and Efficiency, (PCIE) identified
significant weaknesses among many Federal departments and
agencias. For example, five agencies included in that survey
reportedly r.ad kapt obligations approximating $19 billion which were
not needed for accomplishing their intended objectives.  These
disclosures heightened concerns about compliance with statutory
requirements affecting the deobligation of unneeded funds.

This audit was undertaken to address these concerns with the results
provided to the PCIE and coordinated as part of a government-wide
audit headed by the U.S. Department of the Treasury’s Office of
Inspector General.



Audit Objectives and Scope

The overall audit objective was to evaluate how well A.LD. was
complying with the requirement to review unliquidated obligations.
Specifically, the audit was made to determine (1) whether a system
was in place that provided a reliable basis for the required annual
certification and (2) whether unneeded obligations were promptly
identified and deobligated. The audit was made by the A.l.D. Inspector
General's Office of Programs and Systems Audits, in coordination with
the Regional Inspectors Genera! for Audit, from Cairo, Dakar, Manila,
Nairobi, Singapore and Tegucigalpa.  This audit was the first
comprehensive review of A.l.D.'s compliance with certain provisions of
the Supplemental Appropriations Act.

The audit was made at the A.l.D./Washington Office of Financial
Management and various project offices of the central Bureaus. The
review was also made at selected overseas locations. The overseas
locations audited included the Regional Finance Management Center in
Nairobi and seven A.L.D. Missions in the Dominican Republic, Egypt,
Guatemala, Indonesia, Kenya, Pakistan and Senegal. The unliquidated
obligation balances covered for these locations, exclusive of Egypt, as
of September 30, 1987 was about $681 million. The results of the
overseas audits were reported in separate audit reports issued {o each
location by the respective Regional Inspectors General (Exhibit ). In a
related audit the Regional Inspector General for Audit, Cairo, examined
USAID/Egypt's procedures for reviewing about $2.3 billion in
unliquidated obligations for projects and programs as of September 30,
1988.

We reviewed the statement of obligations submitted by A.LD. on its
Year-End Closing Statement, TFS Form 2108, as certified by the A.I.D.
Controller as of September 30, 1987, to measure compliance with the
requirements stipulated under the law. A statistical sample was made
of obligation documents and paid vouchers to test the accuracy and



validity of reported balances. The unliquidated obligation balances
reported under the above year-end statement for headquarters activities
amounted to $4.3 biilion.

We selected, for review, three appropriations; development assistance,
economic support funds, and operating expense appropriations, which
at September 30, 1987 had unspent balances of $1.3 billion. In order
to respond to the PCIE’'s sampling guidelines, the audit was limited
initially to appropriations that expired before September 30, 1984.
These appropriations ronsisted of 1,221 transactions totaling $665
million in unliquidated obligations. These transactions were grouped by
their program categories; i.e., loans, grants, and operating expenses,
and 101 transactions totaling $414 million, were judgmentally selected
as follows:

Sample Sample
Population Tested
($000) ($000)
Percentage of
ltem Amount Item Amount Dollars_Tested
Loans 142 $497,238 33 $299,313 60
Grants 550 166,737 9 114,017 68
Operating Expenses 529 1,399 59 980 70
1,221 $665,374 101 $414,310 62%

On a dollar value basis, the $414 million was about 31 rercent of the
total selected appropriation account balances of $1.3 billion. The audit
tests comprised about eight percent of the total individual obligation
documents involved.

The audit included discussions with management and operating officials
and a review of reports, records and files, and other accounting and



management information. The audit work was conducted between
September 1988 and March 1989 and included a review of internal
control and compliance as pertained to reviews of obligations. The
audit was made in accordance with generally accepted government
auditing standards.



AUDIT REPORT ON A.l.D.’S
COMPLIANCE WITH FEDERAL REQUIREMENTS FOR
THE REVIEW AND CERTIFICATION OF
UNLIQUIDATED OBLIGATION AMOUNTS

PART Il - AUDIT RESULTS AND
RECOMMENDATIONS

A.lL.D.’s Processes for Reviewing and
Certifying Unliquidated Obligations Were
Largely Unsatisfactory

A.L.D. implementing regulations provide that the Agency will establish a
system for reviewing unliquidated obligation balances and that any
funds determined to be invalid or no longer needed be promptly
identified and deobligated. An amount recorded as an obligation of the
U.S. Government must be supported by documentary evidence that it
has been properly recorded and there is a valid need for the
reservation of funds. The three A.l.D./Washington accounting stations
with responsibilities for these reviews had not conducted systematic
and adequately documented reviews of unliquidated balances to
determine their continued need. In some instances, revieaws had baen
or were being made but these reviews were mostly done on an
isolated basis and related supporting documentation was inadequate.

Audits at eight of the approximate 69 overseas locations showed that
none of the audited locations had complied fully with review
requirements. To the extent thzt required reviews were made, the
efforts were fragmented and unsatisfactory as a process.

These conditions existed at ‘“leadquarters and field locations because
of ineffective direction and control in implementing the requirement for



reviews and a perceived lack of incentives for identifying funds for
possible deobligation.

The audit disclosed about $114.6 million in unliquidated obligation
balances that were of questionable validity because the funds were no
longer needed or dates for their use had expired; another $106.5
million was identified as having inadequate support to demonstrate the
accuracy of the reported balances. These amounts could be
considerably higher because not all field locations were covered during
the audit, nor were most reported balances tested for accuracy or
continued need. In any event, we concluded that the September 30,
1987 certification submitted by the Controller contained certain
inaccuracies about the status of recorded obligations that could have
been disclosed had Headquarters and Mission activities appropriately
made the required reviews.

The Office of Financial Management shared these concerns and
agreed with the report findings and recommendations. It provided
details of its plans to address these matters including the systematic
review of unliquidated obligation balances in the field and at
Headquarters.

Recommendation No. 1

\¥e recommend that the A.LD. Controller issue a formal directive
and guidelines that set forth management policy and procedures,
and define the scope and level of responsibliity at the
Headquarters and Misslon levels, for (a) performing reviews of
unliquidated obligations, Including retention of supporting
documentation for disbursements; (b) identitying amounts for
deobligation actions; and (c) documenting the resuits of these
actions as required.



Recommendation No. 2

We recommend that the A.l.D. Controller deobligate
A.l.D./Washington operating expense funds which are no longer
required under prior-year appropriations that expired before
September 30, 1984.

Recommendation No. 3

We recommend that the A.LD. Controller (a) review all
unliquidated obligation balances under the development
assistance and economic support fund appropriations that had
expired project and loan completion dates; (b) determine their
validity and continued need; and (c) deobligate the unneeded
funds as appropriate.

Recommendation No. 4

We recommend that the Assistant to the Administrator for
Personnel and Financial Management evaluate the adequacy of
staff and ensure that staff resources are available to make the
required reviews of Headquarters unliquidated obligations.



A.l.D. Regulations Are
Specific in Requiring Reviews of Obligations

The Supplemental Appropriations Act of 1955 (31 U.S.C. 1501 and
1108) requires that Federal agencies attest to the continued need for
unliquidated obligations. General Accounting Office (GAO) Policy and
Procedures Manual for Guidance of Federal Agencies, Title 7, Chapter
4, requires that each Federal agency review its unliquidated obligations
periodically to assure itself that all and only those transactions meeting
the criteria of valid obligations as defined in the law have been
recorded. The regulations also require that the workpapers and
records on which such validations are based shall be retained by the
agency in a form that facilitates audit and reconciliation.

A.l.D. Handbook 19, Chapter 2, provides implementing guidance. It
requires that the A.L.D./Washington Office of Financial Management
devise and implement a comprehensive system for the control of
obligations against allotments, including specifically the techniques for
subjecting obligations to a continuous and comprehensive review
process. The reviews are to ensure that any funds not used and no
longer needed are promptly identified and deobligated. All A.I.D.
accounting stations, central and overseas, should not only keep
unliquidated obligation balances under continuous review, but also
should make a special intensive review at each mid-fiscal year and a
final review at the end of each fiscal year.

For project and program assistance activity, the Project Assistance
Completion Date (PACD) provides a reference- point for concluding
A.l.D. assistance. Amounts obligated which are not needed to pay for
goods and services delivered by the final PACD are to be considered
unneeded and deobligated. The Terminal Date for Disbursement
(TDD) is a final date for requesting disbursement, normally set as nine
months following the PACD. No further disbursements are to be made
after the TDD.
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A.l.D. Headquarters Efforts to Comply With
Regulations Were Not Effective Resulting In
Questionable Validity of Many Obligation Balances

A.l.D. deobligated $179.9 million and $295.6 miliion in fiscal years 1987
and 1988, respectively. Nevertheless, Table 2 shows that A.lLD.'s
unliquidated obligation balances are large and growing, a clear signal
of possible accounting and control problems. These balances have
risen steadily since fiscal year 1980. The fiscal year 1985 balance of
$9.0 billion rose to $9.8 billion in 1988, a nine percent increase.
Expenditures on the other hand decreased 29 percent from $7.8 billion
to $5.5 billion during the same period.

EXPENDED VERSUS UNLIQUIDATED AMOUNTS
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Reviews of unliquidated obligation balances by the three accounting
stations intended to ensure the validity of these balances were
ineffective or not conducted at all. Since at least 1985, these
accounting stations had not made systematic and
adequately-documented reviews for most of their operating expenses
and program and project activities. In some instances, reviews were
made, but only on an isolated basis. In no case was there an
Agency-wide analysis or systematized approach taken. For the most
part, these accounting stations had either not prepared or retained
documentary evidence to show the extent of the reviews. The files did
not show who made the reviews, the dates made, the records
examined, the project officers contacted, the follow-up actions taken,
and the conclusions reached regarding validity of balances or possible
deobligation.

The Program Accounting and Finance Division attempted to undertake
such a review in 1988, but with little success. This accounting station
prepared special reports on the status of obligations from the
automaied central accounting system. They furnished the reports to
the rescective project offices in the central and regional bureaus with
the request that the project offices review the obligations shown in the
report, determine the validity, and report the results back to the
accounting station. The accounting station needed the project officers’
input to determine the continued need for each unliquidated balance.
After almost seven months, however, most of the project offices had
not responded to the request. Discussions with selected project
officers confirmed that they had not made the requested review.

The Washington Accounting Operations Division, responsible for review
of operating expenses, also had iade no reviews, nor had they
maintained adequate files in support of such unliquidated balances.
Many supporting files were either destroyed or missing, particularly, for
older periods. Officials responsible for maintaining the records at this
station stated that it would be very time-consuming to conduct a

12



reasonable review of unliquidated obligations for prior years because
the condition of their files was such that it would require extensive
research and cleanup.

In the Loan Management Division some limited reviews were made, but
such reviews were informal or were done on an individual loan basis.
These reviews were not as detailed as required by the regulations.
The responsible officials commented that they had been busy
converting their old loan accounting system into the Agency’'s new
integrated accounting system and, as a result, they had little time to
systematically review unliquidated obligations.

Separate audits at eight field locations showed that in some cases
required reviews of obligations were not made and in other cases the
reviews were made but not adequately documented.

In general, Washington and Mission accounting stations accorded a low
priority to the review of unliquidated obligations. This was attributed to
insufficient staff resources in relation to the assigned workload. In
some cases, the respcnsible personnel were not aware of the nature
and extent of the required reviews and documentation. In addition,
control systems to ensure that accounting activities reviewed
unliquidated obligations were ineffective or non-existent. For exampla,
operating procedures were not always established or written guidelines
issued for how to make the required reviews. Also, responsibility for
making the reviews was not clearly assigned, particularly with respect
to the respective roles to be played by the accounting stations and the
project offices. During the audit, some accounting station personnel
said that it was not their responsibility to do the reviews. They
believed that these reviews should be performed more properly by the
project officers. The project officers we interviewed, on the other hand,
contended that they should not do the reviews because they did not
routinely receive necessary accounting information from the accounting
station.

13



According to Financial Management officials, the staffing situation in the
Controller’s office is particularly serious. The number of staff resources
available to conduct reviews of unliquidated obligation balances and the
many other duties associated with their functions appear to be
inadequate. Also, there is a serious concern that the staff is of a
sufficient professional level to conduct appropriate reviews.  For
example, only one junior accountant is available to provide the entire
accounting services for the Commodity Import Program and Cash
Transfer portfolios. In the Operating Expense area there are no
experienced professional accountants.

Another reason for maintaining invalid and unneeded obligations in the
accounts was the apparent disincentive to take timely deobligation
actions. Under the existing procedures, deobligated funds were not
always available for reobligation, and the request process for obtaining
reobligation authority was lengthy. When a deobligation action is
taken subsequent to the period of availability under authorizing
appropriations, the deobligated funds are lost to A.l.D. However, when
the period of availability has not expired or the appropriation otherwise
allows it, A.LLD. may be able to use the deobligated funds for its
program purposes. The uncertainty of obtaining reobligation authority
made project officers reluctant to take deobligation actions.

In sum, there was a lack of effective central direction and oversight
within the A.l.D. Controller's office in implementing the requirement at
Headquarters and Mission levels for reviewing unspent otligations and
taking steps to deobligate unneeded amounts.

The failure to conduct the periodic reviews resulted in A.lLD.
maintaining a large amount of stale obligation balances on its books.
About $218.3 million in Headquarters unliquidated balances kept on the
books were invalid or otherwise not fully supported by proper records.
This amount included about $1.4 million in operating expenses, $67.4
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million in loan funds, and $149.5 million in project and program
assistance funds.

Operating Expenses - The review of $980,725 of operating expense
obligations, about 70 percent of the $1,399,924 balance, related to
appropriations that expired in 1984 and earlier, showed that as of
September 30, 1987, practically all of these amounts no longer
represented valid obligations as defined by law.

For example $292,525 was shown as being unliquidated for obligations
established against the fiscal year 1982 appropriation. There were no
records supporting establishment of this obligation. Moreover, no
disbursements had been made against it for five years up through
fiscal year 1987. Financial Management officials explained that the
obligation was established to pay the living expenses of U.S.
dependents who had been evacuated from Vietnam. Those officials
said the funds were no longer needed and they should be deobligated.

Another example was a total of $251,682 remaining in the expense
category, Other U.S. Government Agency Reimbursements. These
obligations dated back to 1982, 1983, and 1984, and were for expected
payments to other U.S. government agencies for services performed or
for employees assigned to A.l.D. temporarily. Financial Management
officials said it was likely that the obligations had in fact been
liquidated, but that the payment information had been charged to the
wrong accounts. They believed that all these obligations no longer
represented valid commitments and should be deobligated.

Finally, $92,520 was unliquidated for obligations established to pay for
employee travel per diem. Nine individual obligations made up the
balance under this expense code. In three cases, there were no
records to support the obligations. In two other cases, there were no
vouchers in the files to indicate the expected travel had been
performed. In two cases, travel voucher expenditures were offset

15



against the wrong travel authorization leaving the correct authorizations
still on the books. In the last case an invoice had been submitted for
payment, but the invoice was not recorded against the obligation. In
fact, the invoice had been paid twice. Since all of these obligations
were established for short term or relocation travel at least four years
earlier, these obligations could not be considered valid any longer and
should be deobligated.

With regard to these and other obligations under the operating expense
category, the condition of Agency files was extremely poor. Many
supporting files were missing. We were unable to get a clear and
consistent picture of why supporting records were not available.
Officials responsible for maintaining the records explained that the
records were either destroyed or sent to storage, but were unable to
provide documentation to support their position.

Based on (1) the audit tests made, (2) agreement with responsible
Financial Management officials, and (3) given the fact that operating
expenses by their very nature were short term, we concluded that the
September 30, 1987 balance of $1,399,924 under the appropriations
expired in 1984 and earlier did not constitute valid obligations of the
Agency according 1o the definition of "valid obligations" contained in the
governing legislation.

Loan Funds - As of September 30, 1987, we identified a total of
eleven loans in our judgmental sample where the Terminal
Disbursement Dates (TDD) had expired. These loans had unliquidated
balances totaling $32.7 million. The loan files indicated that these
undisbursed amounts were no longer needed. In light of the significant
magnitude of these expired obligations in our sample, the review was
expanded to cover all active loans through September 30, 1988. The
additional coverage disclosed that loans with expired TDDs as of
September 30, 1988 totaled 139 with $67.4 million in balances, both
uncommitted and unliquidated.
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These loans expired as far back as 1982 and in some cases there had
been no disbursements reported against them for several years. For
example, under a project assistance loan for an infrastructure support
project in Swaziland, $101,671 was kept as an unliquidated obligation
balance. But this loan had no activities reported since December 1982,
more than six years ago. Actually, this project was completed in 1983
and there was no further funding requirement.

A small enterprises loan in Indonesia showed $2,350,000 as an
outstanding obligation balance. This loan had been in an inactive
status from the beginning of the loan agreement in August 1985 and
was subsequently terminated. Notwithstanding, the obligation balance
was still kept on the books.

Loan management officials stated they recognized the need to review
expired obligations, but were unable to act on the matter for a variety
of reasons. In some instances final invoices were not received and in
others the loan management office was yet to coordinate with project
officers in the field with regard to the closeout of these loans. The
officials stated that their plans called for timely completion of these
reviews but due to recent staff attrition, the work may not be completed
sometime soon. Unless the reviews planned by the loan management
office can establish the continued need for these expired obligations,
about $67.4 million would not meet the statutory criteria of valid
obligations.

In addition, the audit disclosed that 18 recipient courtries had their
A.LD. loans rescheduled becauce they were unable to repay the
principal and/or interest due. As of September 30, 1987, these 18
countries had undisbursed loan balances totaling $757 million. The
auditors were concerned whether these undisbursed amounts could be
considered continuing valid commitments because some loans had not
been disbursed since they were agreed to and further draw-downs
appeared questionable. Loan Management officials told us that the
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issue of valid obligations under thess conditions was not addressed
during any reviews of obligations. They suggested this was a policy
matter that was outside the purview of Financial Management officials.

Project +nd Program Assistance Funds ' As of September 30, 1988,
the audit identified $43.0 million unliquidated obligation balances related
to projects that had passed their stated completion dates. For example
$1,869,558 was carried as an unliquidated obligation balance under the
science and technology project, Training in Reproductive Health.
Review of supporting records and discussions with the responsible
accountant showed that the actual unliquidated balance remaining
under this project was only $5,923. The balance of $1,863,635 had
already been liquidated but the payment information had not been
transferred from the old allotment system of record keeping to the new
accounting system. Another example was an unliquidated balance of
$667,548 shown under a Program Development and Support Fund for
the Asia and Near East Bureau. The audit disclosed that all the
obligation documents tested for this funding had expired.

For the majority of the unliquidated obligation balances under the
category of project and program assistance funds, there was
inadequate supporting documentation on file that would permit
verification of the accuracy and validity of the balances. In numerous
instances, amounts recorded as disbursements were not supported by
readily available invoices or other payment instruments. About $106.5
million, or about 93 percent of the $114.1 million tested, had
inadequate documentary support for establishing their accuracy and
validity. For example, under a commodity import program agreement in
Sudan, $11,642,570 was shown as an unliquidated obligation balance.
The original program agreement was for $40,000,000 of which
$28,357,430 was disbursed. To validate the unliquidated balance, we
asked the responsible accounting station for documentation to support

For the purpose of this repon, this category Includes projects, programs and other activities that
are funded under varlous grants and contracts,

18



the disbursement amount. The responsible accounting station,
however, could only provide disbursement vouchers covering
$1,190,170 of the $28,357,430. The accountants explained that the
missing payment voushers had either been misplaced in transit during
a recent transfer of the paying center from New York to Washington or
had been sent to central storage before the transfer. In either case
there was no available record showing the whereabouts of these
vouchers.  This raised a question not only on the validity of the
undisbursed loan balance of $11,642,570 but also on the propriety of
the unsupported disbursement of $27,167,260.

Another example was an unliquidated balance of $57,283,916 shown
for a commodity import program for Egypt. A total of 164 separate
disbursing authorizations had been issued under this $300,000,000
agreement. We were unable to locate several of the files supporting
the disbursements related to this grant.

Tne poor condition of the files related to the Sudan and Egypt
agreements was almost identical in six of the nine agreement files
tesied in this aspect of the audit. Under these circumstances, we
concluded that the accounting station's files did not contain sufficient
documentation to establish the accuracy and validity of unliquidated
balances totaling $106.5 million.

In sum, the audit showed that, as of September 30, 1988, A.l.D.
maintained in its Headquarter's accounts a total of $218.3 million in
operating expense, project, and program obligations that were either
invalid, had expired, or were otherwise not supported by adequate
documentary evidence that would establish their accuracy and validity
as obligations. There was no evidence that these obligation balances
had been reviewed by A.L.D. to establish their validity. Clearly, many
of these amounts did not meet the applicable criteria. Had the
required reviews been made in a timely manner, these funds could
have been properly identified and appropriately reported.
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We believe also that it is essential to maintain complete supporting
documentation of all disbursements in a readily identifiable form.
Without such documentation, assurance is lessened that the reported
unspent balances are correct and that the funds were used as
intended.

Mission Reviews Also Did Not Always Identify
Questionable Balances Remalining on the Records

Eight overseas locations were examined in 1988 and 1989 by the
Regional Offices of the Inspector General as part of the audit. The
A.LD. locations audited were: USAID/Senegal, USAID/Kenya,
USAID/Pakistan, USAID/Guatemala, USAID/Dominican Repubilic,
USAID/Indonesia, USAID/Egypt, and the Regional Finance Management
Center, Nairobi.

The audit focus was on the unliquidated balances reported as of
September 30, 1987. In the case of USAID/Egypt the audit focused on
the September 30, 1988 balance. Audit tests included sampling
transactions from operating expense appropriations and development
projects. Essentially, the transactions sampled were drawn
judgmentally from high dollar value transactions.

The audits showed that none of the overseas locations had complied
fully with A.LD. regulations. The findings included in the respective
audit reports issued in 1988 are summarized in Exhibit I. Briefly, the
audits identified instances where reviews of unliquidated obligations
were not rmade, reviews were made but not documented, and
procedures were not in place to ensure the timely and comprehensive
review of obligatior.

There were several causes for these conditions. Mission officials were
not always aware that all unliquidated obligations were required to be
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reviewed, nor were they aware of the nature and extent of the required
documentation. A lack of written procedures for making the required
reviews contributed to the problems. Also, due to limited staffing, posts
did not assign a high priority to validating unliquidated obligations and
did not always make the required reviews.

As a result, about $2.8 million was not promptly identified from the
1988 audits as unneeded and deobligated for othar uses. This amount
included over $900,000 in operating expenses, a category in which
A.LD. continues to experience budgetary constraints. Another $10
million was tied up in a project that was not progressing as planned,
and the auditors questioned the continued need for all of these funds.

The Regional Inspector General for Audit, Cairo in March 1989 similarly
concluded with respect to about $35 million which could have been
deobligated or reprogrammed that USAID/Egypt had not exercised
adequate oversight and management controls to ensure effective
implementation of continuous mid-year or year-end reviews of
unliquidated obligations. Of the $35 million, $11.3 milion was
applicable to projects with expired project assistance completion dates
and was subsequently deobligated. (Audit of USAID/Egypt's
Procedures to Review Unliquidated Obligations, Audit Report No.
6-263-89-5, March 27, 1989.) Thus, the annual and semi-annual
certifications expected to be provided by Mission Controllers based on
rigorous reviews of the status of unliquidated obligations failed to meet
requirements of the law and A.l.D. regulations. Limited assurance
existed, therefore, that the unliquidaied obligations certified by
Controllers at the locations audited were, in fact, valid obligations.
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Lack of Required Reviews Impacted on
Certification Made to Treasury

In addition to questionable obligations remaining in the Agency's
accounts, the lack of required reviews of unliquidated obligations
resulted in an inaccurate certification to Treasury. The statement of
obligations submitted by A.l.D. on September 30, 1987, included stale
obligations that did not meet the criteria of valid obligations as defined
under the law. Dollar-wise, most of the inaccurate cerification was
attributable to the Washington-based accounting stations, but the
overseas review processes at individual missions also played a key
role by reporting inaccurate amounts to the A.l.D. Controller. The
inflated reporting of unliquidated obligation balances overstated the
agency’s cash requirements. Finally, inaccurate certifications of
obligation balances constituted noncompliance with the statutory
requirement that obligations reported in the year-ending closing
statement be valid.

Management Comments

Responding to the draft report, the Office of Financial Management
said it agreed with the report recommendations. It said it shared our
concerns about the validity of unliquidated obligation balances and the
annual certifications. Thus, the following actions were being taken:

. Mission Controllers had been instructed to undertake a
comprehensive review of all prior year unliquidated operating

expense obligations.

. A formal policy directive and guidelines would be developed
covering Mission and Headquarters unliquidated obligations.
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. A plan had been developed to review Headquarters operating
expense and program unliquidated obligations by September
30, 1989.

. A plan had been developed to review all loans with terminal
disbursement dates of December 31, 1988 or earlier by
September 30, 1989.

Office of Inspector General Comments

The actions already taken or indicated are directly responsive to the
report recommendations. It appears that the Office of Financial
Management is committed to redressing past problems with regard to
reviewing unliquidated obligations. Accordingly, the recommendations
are considered resolved upon issuance of this report. Closure can take
place when the indicated actions are completed.
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Compllance and Internal Control

Compliance

A.LD. was not in compliance with Federal and A.l.D. regulations
governing the review of fund obligations. Specifically, accounting
stations in Washington and in the field were not making the required
reviews of unliquidated obligation balances to determine whether funds
were still needed and whether obligations were valid. On the basis of
the audit tests, we believe it is reasonable to assume that these
compliance exceptions also apply to most of the untested accounting
stations worldwide.

Iinternal Control

Internal controls related to the recording and reporting of financial
information relative to unliquidated obligations were not operating
effectively. There was no system which assured reviews were made,
no standardized procedures to follow, and there was a lack of
adequate control over documentation. Thus, there was more than an
acceptable level of vulnerability to the possible mis-use of funds.
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Office of Inspector General Audit Reports

Issued in 19538 as Part of Worldwide Audit

of Unliguidated Obligations

Audit Report Title and Number

Audit of USAID/Senegal’s Policies

and Procedures for Reviewing
Unliquidated Obligations, Audit
Report No. 7-685-89-04,
December 12, 1988

Audit of USAID/Kenya's Policies
and Procedures for Reviewing
Unliquidated Obligations, Audit
Report No. 3-615-88-03,
iNovember 3, 1988

Summary

The audit determined that
unliquidated operating expense
obligations were adequately
reviewed, but documentation
supporting the reviews of project
funds was lacking.

Some ongoing reviews were
made, but the Mission had not
established a systematic process
for periodically reviewing the
continued need for unspent funds.
Six hundred and seventy eight
thousand dollars of unneeded
operating expense obligations
were identified that had not been
deobligated on a timaly basis.
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Office of Inspector General Audit Reports

Issued in 1988 as Part of Worldwide Audit

of Unliquidated Obligations

Audit Report Title and Number

Audit  of USAID/Pakistan's

Procedures for Reviewing

Unliquidated Obligations, Audit
Report No. 5-391-89-1,
November 18, 1988

Audit of USAID/Guatemala’s

Review of Unliquidated

Obligations, Audit Report
No. 1-520-89-04
December 16, 1988

Summary

The review procedures were found
to be generally adequate.
However, $10 million in grant
funds were identified that related
to a project that had not
progressed as planned. The
report commented on the fact that
the obligation had been idle for
several years and questioned the
continued need for the funds.

The review of operating expense
obligations was determined to be
adequate, but there was
insufficient documentation
supporting the reviews of
development assistance projects
and program development support
funds obligations. Approximately
$40,000 of obligations reported in
these categories were determined
to be unneeded.
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Office of Inspector General Audit Reports

Issued in 1988 as Part of Worldwide Audit

of Unliquidated Obligations

Audit Report Title and Number

Audit of USAID/Dominican

Republic’'s Review of Unliquidated

Obligations, Audit Report
No. 1-517-83-06,
December 30, 1988

Audit of USAID/Indonesia's Policy
and Procedures for Reviewing
Unliquidated Obligations, Audit
Report No. 2-497-89-04,
November 10, 1988

Summary

The audit determined that reviews
of unliquidated obligations did not
meet the requirements of the Act
or A.L.D. regulations. Specifically,
not all obligations were reviewed
and there was inadequate
coordination between the
Controller's staff and project
officers in the reviewing process.

The audit determined that the
Mission did not conduct a review
of project assistance obligations at
fiscal year-end 1987. As a result,
approximately $1.9 million in
unliquidated obligations, which
could have been deobligated, were
certified as needed.
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Office of inspector General Andit Reports

Issued In 1£48 as Part of Worldwide Audit

of Unliquidated Obligations

Audit Report Title and Number

Audit of Regional Finance

Management Center, Nairobi

Policies and Procedures for

Reviewing Unliquidated

Obligations, Audit Report
No. 3-615-99-04
November 3, 1988

Summary

Some ongoing reviews of
unliquidated obligations were
performed, but a systematic
process for periodically reviewing
the continued need for unspent
funds had not been established.
Unneeded operating expense
obligations totalling $229,000 were
consequently not identified and
deobligated.
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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON.D C 20823

JUN | 2 (959

MEMORANDUM FOR IG/PSA, MERVIN F,. BOYI:.R JR\/ (
FROM: PFM/FM, Michael Usnlc W b , 0o

SUBJECT: Draft Inspector General! Report on A.I.D.'s )
Compliance with Federal Requirements for the
Review and Certification of Unliquidated
Obligation Amounts

We have reviewed the subject report and are in agreement with
the recommendations. We share the concern expressed in the
report about the validity of our unliquidated obligations and my
year-end certification. Therefore, we have taken the following
actions:

- State 166160 (copy attached) was sent to all Mission
Controllers instructing them to undertake a
comprehensive review of all prior year unliquidated
operating expense obligations. The cable included
expanded review guidance.

- I have instructed the FM Policy ana Financial Systems
Office to develop a formal directive and gquidelines as
stated in Recommencation No. 1 covering AID/W and USAID
unliquidated obligations.

- The FM Accounting Division has developed a plan to
review AID/W OE and program obligations. This review
will be completed by September 30, 1989. This action
will include the OE obligations covered in
Recommendation No. 2.

- The FM Loan Division has developed a plan 0 review all
loans with a TDD of December 31, 1988 or earlier. This
review will be completed by September 30, 1989.

While the audit report i3 accurate in stating that we have not
conducted a systematic review of unliquidated obligations, it
does not recognize that significant deobligations have taken
place. For example, in FY 1987 we deobligated $ 179.9 million
and in FY 1988 we deobligated $295.6 million., We believe the
report should recognize that deobligations have taken place.

As stated in the draft report, staffing constraints is one of
the major reasons comprehensive reviews have not been

conducted, These constraints continue to exist both in AID/W
and the Missions. While we have initiated actions to address
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the problem, it will not be resolved in the short term.
Therefore, it must be recognized that the more resources we use
to review unliquidated obligations will mean less resources
available to address other financial management issues.

Finally, I would like to express my appreciation to your audqit
team that conducted this review. Their collaborative style
produced a excellent report with recommendations that when fully
implemented will enhance the financial management of the Agency
funds.

Please call Sandy Owens on 32104 if you have any questions.
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OPERATIONS), WMICH LISTS ALL O€ UL {QUIDATLD
OBLIGATIONS, IS THE BASIC WORKING DOCUNENT FOR TRE
REVIEWL  FOR THOSE MISSIONS WOT UTILIZING THE MACS
SYSTEN, AR APPROPRIATE VORNSHEET LIST OF AlL

UKL {QUIOATE® CBLIGATIONS SHOUL® BE CREATED BY THE MOST
APPROPRIATE ARD EXPEOIERT MEANS, TEUS WORKSNEET SwOULD
PROVIOE SUFFICIENT INFORMATION 7O FULLY BOCUMENT THE
REVIEW OF EACH OSLIGATION.

11, TBE OBLIGATION BOCUMENTATION AND LIOUIOATION
RECORDS SHOULD € CXANINED OV THE COMTROLLLR, IN
COORDIRATION VITH THE APPROPRIATE RANAGEMEET OFF ICIR WNO
SHARES RESPONSIDILITY FOR BUDGETING AND USE OF THT O
FONOS. A OCTERAINATION AS TO WNETHER THC OBLIGATION
MEETS THE TEST OF VALIDITY UNODER SECTJON 1311 CRITERIA
SHOULD 8E MADE FOR CACE OR IGATION,

UNCLASSIFIED

198 066026 AIDSTS1


http:PARAGRAPN.41

UNCLASSIFIED
Department of State

PCE 2 of 1 STATE 166158
12 ™e secrion 1318 criteria INcLvot:

8190 e AlD613¢

W 1T & vat 10 axp g1up1ag AGREEMENT IN WRITING gag
BEEW Exzcuteo,

@ me OBLIGATION I3 Fon o PURPOSE auTMORIZED oY tay;
A

4 me OSLIGATION wag (NCURRED BEFORE THE EXPiraTION of
Fmos AVALLARILATY AUTROR(TY,

13. ™t revigy PROCESS SHoULD IncLude VERIFiICATION TuAT
THE O8LigaTion NAS BEEN PRCPERLY 158UE0 1n ACCordaxce
vite a0.0, l(Wii[ftllS; THAT 1T contarns SPECIFIC
Lancuace as 19 TS OF acriviy OBJECTIVES, buraTion, axp
OTRER RELaTED FACTS; TaT THg ITEM 1S Fom 4 80xA Fi0E
oPERAT 1N EXPENSE, NoT PROJECT PURPOSE; aNp THAT g
O8LIGATION Mg BEEN RECORDED |y THE Cormect AMOUNT Anp
I8 ADEQUATELY bocunenTED, TNE VERIFICAT 0K PROCESS Wit
INYOLYE cLost COOPERATION wiry THE APPROPRIATE EXeCuTIve
MAXAGEMENT OFFICE AND OTHER RELEVANT OPERATION
PERSOMNEL, suCK AS CONTRACT OFFICERS, For THAT SPECIFIC
O8LiGATION S ACTiviTigs,

14, wew rue EXANINATI ON REVEALS THAT Tie OELIVERT o
COoNPLET 08 DATE of Tie OBLIGATION nag EXPInED amp 4y

APPEARS THAT SUFFICIENT Tipg NAS ELAPSED Fog RECORDI NG
AL Gistursengrs AGAINST THg OCI.IGAHON, ANY REMAIN (NG

In oTeer CASES, all cr 4 PORTION OF Tye
UnLIou10aTeD BALANCE (s CARRIED FORVARD AS A vattp
UNLtouioarep O3LIGATION oN THE BASIS oF FACTS DETEANINED
FROR EXAMINAT 10w of THE documentaron, CRITERIA FOR
DEONLIGAT 0us OF of, Listeo IR:SECTION 44 W icn FolLovs,
$NOULD 8E usto IN TaE mEv gy PROCESS,

15. rarticiyan ATTERTION (g CIVEN 10 Tue REVIEV oF
O8LIGATIONS Fon WICN THE OELIVERY 1 CoPLET 100 DATE
NAS NoT s amp THOSE Fox wic TNIS DATE Nas SEEN

L iauioargy BALANCE mysT 0€ MADE puR(ng THIS PORTION of
THE meview, Turs VERIFICATION 1§ OF PARTiCULAR
SicniFicance Were LARGE-AnOow T UNL 1ouipatep BALANCES
ARE invoLvep, surzavisory NANAGEMENT VILL .moniTOR THg
OVERALL Procsss AND CLosELY REVIEV ANy Finn PROPOSED

OEOBL 1GaT 0w, FACH STEP (i THE 1311 revigy PROCESS:
SNouLD 8¢ CMEFuLLY DocurEnTED,

16. critensy For GLORL 16T o UnLIQuioaTeD

082 icationg CovERing OPERAT NG EXPENSE 1rems SnowLo o
Cons iogago For OLOBL 1GaTIOn ORDER TNE FoLLoving

ANY BECISIONS 1o OVEARIOE Tugse CRITERIA
WIST ot dUSTIFIED anp bocunEnTED 1) 4 nERORANDUN TO nie,
LIEZT ] CouTroLL £n,

& IF AL e 60003, SERYICES, o TRAINING "moer Tag
0L 1cATING SOCUMENT Nayg 8EEN rece -2, TNE BALance,
AFTER Toe NOUNT REauireo T0.PAY For Gooos GELIVERED ANp
SErVices PERFOImED gyt W7 YET ParD FoR I3 SET astog,

LN OLO8L 1catsy, FOR comrracts AND GRANT
“ll('ll", TNE cLosing ouy PROCEOURES Ang PROVIOED n
3t cn ADNINISTRAT Vg Mo 83-) pargo
1/12/0y),

APPENDIX 1
Page 4 of 4

0UTGO NG
TELEGRAM

0. mEw Tue EXPIRATION DATE of ANY SPECIFIC O
08LICATIng oocunear was PASSED 8y 13 MONTNS: Tag SALaNcE
OF AN UMLIQUIDATED ORLIGATION musT of OEOBLIcATED (4
ABSENCE Of Socunenten JUSTIFICATION,

1. BOCURENTAT IOy REQUIREMENTS:
OOCUrENTATION 13 §4SL0 ON A pacs REPORT @erort rUNIER
AGS, “1313 auatrss REPORT oF UNLIouIDaTED OBLIGATIONS )
Fom FiELo RisSions, gor THOSE MISSIoNs NOT UTeLaLing
THE MACS SYsTEN AN APROPRIATE VORKSNEET wiTh LIsST of
A Unt 1ouroaren OSLicaTions SNOULD 8¢ creargo BY Tue
MOST APPROPRIATE AND ExPEOIENT MEARS,
8 PrEPARED oF UNLIQu1DATED O8LIGAT ) ons gy SUDGET p(an
€00t For gory PRIOR AND cumpenr YEAR ACCOUNTS as OF Tug
CLOSE OF Tue ACCOURTING PERIGD ENOING miD- axp
END-YEAR, ¢ TOTAL Swoutp g¢ peEconCILED with The
CONTROL ACCOUNT BALAXCE Fom Tag SAME BUOGET prax CooE,

1. THE Listing OF UKL IQuIDATED OBLIGATIONS, usep AS A
VORKING PasER FOR Tue REVIEV, swouLp It voe 1FoRmAT  ON
TO assisT In THE REVIEY of tacu 1Tem sucn AS:  sudcer
PLay cot, OB 1GATIOn BUMER, Tyeg of oocurext, Purrase,
EXPIRAT 10N OATE, anounr of OBLIGATION, umative o
OissuRsEnenrs as OF A GIvew OATE, LasT dissursenent
DATE, UNL1QuiDATED BALANCE AS OF 4 CIVEN patE, ANp
REMARKS, 4 CLEAR, comcise STATENENT SHoulp 8€ WotED (N
THE worning PAPERS wnDER THE CAPTION, “RERARXS®, aS T
TNE ACTION Taxex VITh REsPecT To EACH O8LIGAT (0N Lisreo,
ILL, titnen TRE A~ount OEOsL !caTED On QALANCE RETAINED
AS vaLip,
TNE REVIEY anp THE REVIEVING OFFICIRS, INCLUDfNG THe

SoCUMENTAT I ON SHOULD 8F KePT For A PERIOD OF Tumge
AKER

UNCLASSIFIED



REPORT DISTRIBUTION

Assistant to the Administrator for Personnel and
Financial Management (AA/PFM)

Assistant Administrator, Bureau for Africa (AA/AFR)

Assistant Administrator, Bureau for Asia and Near East
(AA/ANE)

Assistant Administrator, Bureau for Food for Peace and
Voluntary Assistance (AA/FVA)

Assistant Administrator, Bureau for Latin America and
the Caribbean (AA/LAC)

Assistant Administrator, Bureau for Private Enterprise
(AA/PRE)

Assistant Administrator, Bureau for Program and Policy
Coordination (AA/PPC)

Senior Assistant Administrator, Bureau for Science and
Technology (SAA/S&T)

Assistant Administrator, Bureau for External Affairs (AA/XA)

Office of Finance Management (PFM/FM/CONT)
Office of Legislative Affairs (LEG)
Office of the General Counsel (GC)
PPC/CDIE

IG

DG

RIG/A/Nairobi

RIG/A/Manila

RIG/A/Cairo

RIG/A/Dakar

RIG/A/Tegucigalpa
RIG/A/Singapore
RIG/A/Washington

IG/PPO

IG/LC

AlG/I

IG/ADM/C&R

No. of Copiles

_s—sm_s_s_s_s_s_s_s_s_sg)_s_s[\)_g_s

k.
(s)]

APPENDIX 2

. /1///17



