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MEMORANDUM
 

TO 	 D/USAID/El Salvador, Henry k. Bassford
 

FROM 	 RIG/A/T, Coina~e N. Gothar'%, Jr.
 

SUBJECT: 	 Audit Report No. 1-519-90-04-N, "Audit of El
 
Salvador's National Plan for Area Restoration Managed
 
by the National Commission for Area Restoration for
 
the Period March 1, 1988 to September 30, 1988"
 

The report contained herein, prepared pursuant to a request from
 
your Mission, contains the results of a non-Federal financial
 
audit of El Salvador's National Plan for Area Restoration,
 
USAID/El Salvador Project No. 519-0177, managed by the National
 
Commission for Area Restoration (CONARA). The accounting firm
 
of Prike Waterhouse prepared the report, which is dated October
 
13, 1989.
 

The purpose of the project is to strengthen the Salvadoran
 
democratic process by developing and implementing restoration
 
and rehabilitation projects in areas of national priority and by
 
carrying out combined civic action activities. The Government
 
of El Salvador (GOES) created CONARA in March 1983 to coordinate
 
and monitor the project. The audit period was from October 1,
 
1987 to September 30, 1988. However, this report covers only

the 7-month period from Mar;ch 1, 1988 to SeptcmDer 30, 1988 
because CONARA's present management disclaimed responsibility 
for project transactions and activities prior to March 1, 19K5 
when they assumed management control of CONARA. The audit 
included coverage of the equivalent of $5,583,831 in local 
currency generated by PL '180 Title I and Economic Support I:unds 
(ESF) provided to CONARA during the 7-month period. 

The purpose of th i; audit was to report on (]) the fairness of 
the fund accountab i Ii ty statement; (2) the internal control 
structure; and ( 3) cmpi i ance by COIJARA with a q emeat terms and 
applicable lw.- and r;eg Iation 

Price Waterhouse qual it i ed its opinion on the lund 
accountability statement due to both the presence of prior 



period expenditures in the amount of 299,956 Salvadoran colones
 
($59,991) paid during the audit period for which present
 
management disclaimed responsibility, and due to the
 
identification of certain questionable costs in the amount of
 
113,380 Salvadoran colones ($22,676). The study and evaluation
 
of CONARA's internal control structure disclosed several
 
significant material weaknesses. Specific weaknesses observed
 
were (1) books of record in arrears, (2) absence of control
 
registers for project costs and expenditures, (3) absence of a
 
budget control system, (4) lack of documentation supporting
 
expenditures and evidencing receipt of goods, (5) absence of
 
subsidiary records to control furniture and fixtures, (6)
 
payrolls signed in facsimile by management and not reviewed by
 
the Salvadoran Comptroller General's Office, (7) expense
 
vouchers not account coded, (8) absence of controls over fuel
 
purchases and consumption, (9) p)hysical inspections not made of
 
all subprojects, (10) lack of evidence that field payrolls were
 
reviewed, and (11) bank reconciliations not prepared on a timely
 
basis. Price Waterhouse determined that there was material non
compliance with certain agreement terms and applicable laws and
 
regulations requiring (3) approval by the Salvadoran
 
Government's Foreign Financing Technical Secretariat (SETEFE) of
 
transfers of funds between CONARA's different programs, (2)
 
proper accountability for funds transferred between CONARA's
 
programs, (3) timely remittance by CONARA of all fund balances
 
remaining from completed programs to the Central Bank, (4)
 
strict adherence by CONARA to fiscal stamp tax requirements with
 
respect to payments to suppliers, and (5) prior approval by
 
SETEFE of disbursements that exceed approved budgetary amounts.
 
Nothing came to their attention that caused them to bclieve that
 
for items not tested CONARA was not in compliance with agreement
 
terms and applicable laws and regulations.
 

The draft report was discussed with CONARA and USAID/El Salvador 
and appropriate modifications were incorporated into the final 
report. CONARA 's management stated that most of the 
deficiencies found by the audit had either already been 
corrected or were in the process of being corrected. Subsequent 
to the receipt of CONARA's written management comments, Price 
Waterhouse conducted a survey to determine the extent of 
measures a]1-eady taken by COIJARA, if any, to correct the 
deficiencjes found by the audit. The results of: this survey 
were considered in mI.k ing our recommendations. 

The Price Waterhouse r(port cont,,ins eleven recommendations on 
interna l control1 s ,infl i ve recommendations on compliance. We 
have U in ri 'F a(d th, mo;t ,i (jnif i Icant f ind i ngs and 

recommen(ation:; wh i I-I con.. i(]ie s.till ap p ] icable tor inclusion 

in the Of f ice of th I.n..pector Gener-al ' audit recommendation 
follow-up system: 

\
 



Recommendation No. 1 

We 	 recommend that USAID/El Salvador in coordination with the 
Foreign Financing Technical Secretariat (SETEFE):
 

a) 	negotiate a settlement with the National Commission for Area
 
Restoration (CONARA) for the $22,676 in costs considered
 
questionable by the Price Waterhouse report dated October 13,
 
1989; and
 

b) 	negotiate a settlement with CONARA for the $59,991 in costs
 
applicable to a prior period for which CONARA's present
 
management has disclaimed responsiblity. These costs should
 
either be supported with adequate documentation/evidence to
 
substantiate allowability as appropriate project expenditures
 
or refunded.
 

Recommendation No.2
 

We recommend that USAID/El Salvador in coordination with the
 
Foreign Financing Technical Secretariat (SETEFE) ensure that the
 
National Commission for Area Restoration (CONARA) improves its
 
internal controls and compliance by:
 

a. 	maintaining books of record up-to-date;
 

b. 	establishing a formal system of subsidiary control records to
 
identify project cost- and expenses by subproject and general
 
expense category;
 

c. 	establishing a proper budgetary control system;
 

d. 	obtaining and maintaining adequate documentation supporting
 
expenditures and 
prior to payment; 

evidencing receipt of goods and services 

e. implementing 
furniture and 

a system 
fixtures; 

of subsidiary records to control 

f. using vehicle 
consumption; 

mileage logs as a control over fuel 

g. preparing monthly bank reconciliations on a timely basis; 

h. obtaining prior approval by 
from one prog ram component 

SETEFE [or al 
to another; 

transfers of funds 

i. properly record iclV ,ind accounting 
between progrian components ; and 

for all trans1ers of funds 



j. obtaining prior approval by SETEFE for all disbursements in
 
excess of approved budgeted amounts.
 

Please advise this office within 30 days of actions planned or
 
taken to clear these recommendations.
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Apartado Postal 695 Telefono 25-9630 
El Salvador, C A Telex 20049 

Price !Paerhouse
 

October 13, 1989
 

Mr. Coinage N. Gothard, Jr.
 
Regional Inspector General for Audit
 
U.S. Agency for International Development
 
Tegucigalpa, Honduras, C. A.
 

Dear Mr. Gothard: 

This report presents the results of our financial audit of El 
Salvador's National Plan for Area Restoration, USAID/El Salvador 
Project N1 519-0177, managed by the National Commission for Area 
Restoration (Comision Nacional de Restauracion de Areas, CONARA), 
for the seven months ended September 30, 1988. 

BACKGROUND 

The Government of El Salvador (GOES) has established the National
 
Plan for Area Restoration for strengthening the Salvadoran
 
democratic process by developing and implementing restoration and 
rehabilitation projects in areas of national priority and by 
carrying out combined civic action activities.
 

To coordinate and monitor this program, in March 1983 the GOES 
created the National Commission for Area Restoration (Comisidn
Nacional de Restauraci6n de Areas, CONARA) through Law Decree 
N1 54 . CONARA is a branch of the Mi i stry of Planning and 
Coordination of Economic and Social r)evciopment (Ministerio de 
Planificacioa y Coordinaci6n del Desarro] lo Economico y Social, 
MIPLAN). 

CONARA ha:; develope(i procedu -e: to identify the geographic areas, 
and economic, social and po] iticl 1 matter,;s which, as a result of 
guerii 1a violence, naturloI d i r;ators and other causs hlave been 
considor,bly d,,Iel. In this ro,;pec;t, CODEIAS , COMIJRAS and 
COCARAS which res,;pect.-ivyly ;taInd for D)ept rtent-,la , Mlunicipa] and 
Cantona 1 Comm i:; on. for Area P.tora t ion, were cons i dered 
necessary for i mpl ementa t ion of the program . The purpose of 
these units was to ident i f y the needs of the Salvadoran 
communities and to coordinato on-!,,ite (love lupmenrt and executi on 
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of sub-programs. However, the units were never 
fully and
 
formally implemented and their responsibilities were transferred
 
to ministries, municipalities and other GOES institutions 
as
 
implementing units.
 

The funds for the program are jointly programmed by the U.S.
 
Agency for International Development in El Salvador 
(USAID/El

Salvador) and the 
 GOES from the local currency generated by

PL 480 Title I and Economic Support Fund (ESF) agreements signed

with the GOES. The funds are channelled through the Foreign

Financing Technical Secretariat (Secretaria Tecnica del
 
Financiamiento Externo, SETEFE) , an institution of the GOES. The
 
PL 480 Title I agreements provide preferential loans to finance
 
the purchase of agricultural commodities from the United States.
 
These 
local 

commodities 
currency. 

are 
The 

then sold by the 
Economic Support 

GOES 
Funds 

to raise funds in 
(ESF) are dollar 

grants which are converted to local currency by the GOES to 
support the economic stabilization of the country.
 

AUDIT 08 EJCTF VI ; 11)Psco B 

We 	 were engaged to conduct a financial audit of CONARA for the 
period from March 1 to September 30, 1988 related to the local
 
currency program, as described above. Our audit was performed in
 
accordance with generally 
accepted auditing standards and the
 
United States Comptroller General's "Government Auditing

Standards" (1988 Revision) and accordingly included such tests of
 
the accounting 
records and such other auditing procedures as we
 
considered necessary in the circumstances.
 

The specif ic objectivef; oI our audit were to determine whether: 

A. 	 The funi, iccountabii 1ity statement Ior the period March I 
through September 30, 1988 presents fairly the financial 
activities of the program during this period, and costs
 
reported as incurred and reimbursed by USAID/El Salvador 
during the seven months ending September 30, 1988 were 
allowable, al ocable and reasonable in accordance with 
regu]at iown; and the terms of the agreements, memoranda of
urderstalnd ifl (5(A]5) , programMnd implementation letters 
(P I ). 

B. The inte mal control structure and accounting practices of 
CONARA were adequate to manage the program's operations.
 

C. CONAPA compi I ,ad with the ipp liui ble regulations, agreement 
terms, mmoranda o understandi ing, and program implementation
Iette r: wh ich may af fect the prograi ,' ; goal.s and incurred 
costs. 
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The scope of our work consisted of:
 

A. Familiarizing ourselves with the program by the
reviewing 

following documents:
 

1. the agreement between USAID/El Salvador and GOES
the 

regarding PL 480 Title I and 
ESF for 1987 and 1988,

including the MOUs 
and PILs between USAID/El Salvador and
 
SETEFE;
 

2. the action plans submitted by CONARA to SETEFE and USAID/El
 
Saivador;
 

3. contracts and subcontracts between CONARA and other
 
participating institutions;
 

4. the budgets and written procedures approved by USAID/El

Salvador to manage the program; and
 

5. all financial and program reports; charts of accounts;

organizational charts; accounting 
 system descriptions;

procurement policies and procedures; and receipt,

warehousing and distribution procedures of materials 
as
 
necessary to successfully complete the required work.
 

B. Reviewing the progrlf's fund accountability statement Lor the
 
seven-month period ended on September 30, 1988. Our work
 
included 
a review ot CONARA's source documents supporting

expenditures; budgeted amounts by category and major item; 
the
 
accumulated costs reported by 
CONARA as of February 29, 1988
 
regarding which we disclaimed an opinion in our report dated
 
May 31, 1989 (Note 6 to the fund accountability statement);

the costs reported by CONARA as incurred during the seven
 
months ending September 30, 1988; and the costs reimbursed by

USAID/El ;alvador durin(c the 
seven months ending September 30,
 
1988.
 

C. Conducting a review and evaluation of CONARA's internal
 
control 
structure including procedures for controlling funds
 
provided to implementing units. This review was made to (a)
determine the extent to which established procedures and
controls were functioning as intended, and (b) determine the 
nature, timing and extent of audit 
procedures necessary to
 
express an 
 opinion on the program's fund accountability
 
statement.
 

D. Determining whether CONARA was complying with the terms of the
 
agreements and with applicable laws and regulations. 

During our work, 
we were alert to situations or transactions that
 
could be indicative of fraud, abuse, and illegal expenditures and
 
acts.
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RESULTS OF AUDIT
 

Noteworthy accomplishments
 

As described elsewhere in our report new management took over
 
responsibility on March 1, 1988. Within the scope of our audit
 
necessary to accomplish the audit objectives, in comparison with
 
prior periods reported, we observed significant management

accomplishments in the general control environment and accounting

records, thus allowing us to express a qualified opinion on the
 
fund accountability statement. However, as mentioned below,

certain deficiencies and deviations persisted during the audit
 
period (see management comments below).
 

Fund Accountabil ity Statea-tment 

The fund accountability statement covers the period March 
through September 30, 1988. In our opinion, except that (a)

certain costs amounting to p299,956 ($59,991) which pertain to a
 
prior period were allocated to the activities of the period under
 
review, as explained in Note 4, and (b) certain costs of 
,ll3,380 ($22,676) are deemed to be questionable as explained in 
Note 5, the accompanying {und accountability statement fairly 
presents in all material respects the 
financial activities of the
 
program for the period.
 

Internal Control Structure 

The internal control structure contains many reportable
deficiencie.;, in cltudincJ material weaknesses in its design and 
operation. These deficiencies were so significant that we relied 
on substantive testing for the purpose of expressing our opinion 
on the fund accountability statement. 

Compliance With Agreement Terms and
 
Applicable _ ,a s and P ecu1 t ons 

Generally, CONA.A has complied with agreement terms and 
applicable laws and regulations, although we found some material 
instances of noncompliance which may affect the program's goals
and incurred costs. Deviations with respect to the overall 
compliance environment ire more fully explained in the pertinent 
section of thi.-, report. 

MANAGEh : - T Co011 u'fr.TS 

CONARA's management comments are included in Annexes I and II, of
 
this report, 
in which they generally represent that most of the
 
recommendations, have already been implemented or are in process 
of being implemented. 

4 
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AUDITOR'S RESPONSE
 

CONARA's management comments were taken into consideration and
 
changes were incorporated in the pertinent sections of the final
 
report as we considered appropriate. Audit procedures will be
 
applied during the concurrent audit in process for the year ended
 
September 30, 1989 for the purpose of fully validating assertions
 
made by management that certain recommendations included in this
 
report have been implemented or are in the process of being
 
implemented. Subsequent 
to the receipt of CONARA's management
 
comments, we performed a preliminary survey to determine the
 
extent of the measures taken by management, if any, to correct
 
the deficiencies found by this audit. Our response to each of
 
CONARA's management comments on 
each audit finding is included in
 
An exi.
e/
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A[ I ah , iY.' ', Telf r -, if;4 

Price Mhi lerhouse 

NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

FUND ACCOUNTABILITY STATEMENT
 
MARCH 1 THROUGH SEPTEMBER 30, 1988
 

INDEPENDENT AUDITOR'S REPORT
 

We have performed a financial audit of the accompanying fund 
accountability statement of the National Plan for Area 
Restoration managed by the National Commission for Area 
Restoration (Comision Nacional de Restauracion do Areas, CONARA) 
for the period March 1 to September 30, 1988. This statement is 
the responsibility of CONARA's management. Our responsibility is 
to express an opinion on the fund accountability statement based
 
on our audit.
 

We conducted our audit in accordance with generally accepted
auditing standards and the United States Comptroller General's 
"Government Auditing Standards" (1988 revision). These standards 
require that we plan and perform the audit to obtain reasonable 
assurance ahout whether the fund accountability statement is free 
of material misstatement. The audit included examining, on a 
test basis, evidence L'lpporting the amounts and disclosures in 
the fund accountabil ity statement. The audit ilso included 
assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
fund accountability statement presentation. We believe that our
 
audit provides a reasonable basis for our opinion.
 

As described in Note 6 to the fund accountability statement, 
CONARA's present management took over responsibility for the 
entity's affairs as of March 1, 1988 and disclaimed any 
responsibility for any transactions occurring on or accumulated 
as of February 29, 1988. We disclaimed opinions on the fund 
accountability statements in both of our previous reports dated 
February 18, 1988 and May 31, 1.989 for the period January 1, 1985 
to September 30, 1987 and the five month period ending February 
29, 1988, respectively. 

As more fu]l.y expliained in Note 4 to the ctccompa-nying fund 
accountabi i ty statement, certain costs amounting to V299,956 
($59,991) were paid for during the period and allocated thereto, 
although they pertained to prior period expenditures for which 
present management has disclaimed responsibility. Also we 
identified certain costs amounting to 1,13,380 ($22,676) 
described in Note 5, that in our opinion are questionable costs. 
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In our opinion, except for the matters discussed in the preceding

paragraph, the fund accountability statement presents fairly, in
 
all material respects, the financial activities of the program

conducted by CONARA for the period March 1 to September 30, 1988
 
in conformity with the basis of accounting described in Note 1.
 

This report is intended solely for the use of CONARA, SETEFE and 
the United States Agency for International Development. This 
restriction is not intended to limit the distribution of this 
rep rt which, upon acceptance by the Office of the Inspector
Ge eral, is a m~itter of public record. 

May 3J., 1989
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

FUND ACCOUNTABILITY STATEMENT
 
MARCH 1 THROUGH SEPTEMBER 30, 1988
 

(expressed in Salvadoran Colones - Note 2)
 

Questionable Costs
 
(NOTE 5)
 

Budget Actual Ouestioned Suspended
 

(EXHIBIT I) (EXHIBIT II)
 
Receipts: (EXHIBIT III) 

Restoration 
Combined Civic Ac

tions 
Administration 
Emergency 

g22,961,053 

433,379 
3,012,576 
1,410,361 

27,817,369 

Disbursements: 

Restoration 
Chalatenango-Res

toration 
Combined Civic 

Actions 
Administration 
Advances pending 

liquidation 
(Exhibit IV) 

g57,817,631 

2,625,000 

3,179,459 
2,450,000 

326,769 

-

696,415 
2,560,236 

19,461,594 

C9,800 

j 79,856 

-

23,724 

"66,072090 23,045,014 g9,800 

Excess receipts over 
disbursements 4,772,355 

Add-Working capital 
advance from SETEFE 
Payables 

740,733 
6,993 

747,726 

Fund balance, end 
of period-Cash in 
banks and on hand 
(Exhibit V) A=5,520 81 
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

NOTES TO THE FUND ACCOUNTABILITY STATEMENT
 
MARCH 1 THROUGH SEPTEMBER 30, 1988 

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES:
 

The significant accounting policies adopted by CONARA are 
summa
rized below and do not necessarily reflect the application of ac
counting principles generally accepted in the United States 
of
 
America.
 

Basis of accounting -


The modified accrual basis, whereby actual 
is recorded throughout

the year and accruals are registered at the end of the year, is
 
followed for recognizing costs and expenses. Receipts are
 
recorded when collected.
 

Inventories -


Inventories consist of expendable supplies 
held for consumption,

and their cost value is recorded as an expenditure at the time
 
individual inventory items are purchased.
 

Fixed assets -

Fixed asset acquisitions a-e charged directly at cost to the pro
jects undertaken, and no depreciation is provided thereon.
 

NOTE 2 - EXC1ANGi; RATE: 

CONARA maintains its accounting records in Salvadoran colones, at
 
the exchange rate of p5.00 per US$1.00.
 

NOTE 3 - 11ISTORY AND OPERATIONS OF CONARA: 

The National CommissLnn for Area Restoration (CONARA) was created 
in March 1.983, as an agency of the Ministry of Planning and Coor
dination for the Economic and Social Development (MIPLAN) of the
 
Government 
of El Salvador (GOES), for the purpose of restoring

those areas ravaged by violence and other reasons. It receives
 
its funding through the National Plan for Area Restoration,
USAID/El Salvador Project Nt 519-0177, which uses local currency
funds generat ed under 111, 480 Title I and Economic Support Fund 
(ESF) agreements signed between the GOES and USAID/El Salvador. 
CONARA manages the program's components which are described on
 
the following page:
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Restoration - To address the immediate restoration of areas
 
identified as damaged by violence or natural
 
causes.
 

Administration - For managing and administering the 
Restoration, Combined Civic Actions and 
Emergency components. 

Combined Civic - Efforts to provide humanitarian help to the
 
Actions areas, jointly with the Army and A.I.D.
 

Emergency - To cover situations demanding immediate
 
action, further supported by the above
 
components.
 

Program funds are channel led through the Foreign Financing
Technical Secretariat, an agency of the Government of El Salvador
 
falling under the Ministry of Planning.
 

NOTE 4 - PRIOR PERIOD COSTS ALLOCATED TO 

THE CURPE NT T P0:0) 

The accompanying fund accountability statement includes certain 
costs incurred in prior periods, that, although present 
management disclaimed responsibility thereon, were paid for and 
recorded as expenses in the period March 1 to September 30, 1988. 
Following is a summary of such payments: 

Compongent Type If _Yxpen<e Amount 

Restoration Materials and supplies 0101,786 

Administration Salaries and wages 157,671
 

Combined Civic
 
Actions Salaries and wages 40,499
 

NOTE 5 - QUESTIONABLE COSTS:
 

Following is a summary of costs deemed to be questionable for the
 
period, together with the pertinent criteria:
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Questionable Amount
 
Proqram Project Questioned Suspended
 

Restoration Street repairs, Hacienda Nueva
 
Usulutan; supporting documen
tation of the cost liquidation
 
of this project was not made
 
available for audit 79,856
 

Administration Taxes paid in the purchase of
 
vehicles (,9,800) not allowable
 
per grant agreement and extras 
paid in excess (38,500) of
 
standard specifications in
 
variance with PIL N4 50 sti
pulations p9,800 8,500
 

Removable installations dis
bursed in excess of budgeted 
amount approved in Plan of ac
tion 15,224 

9,800 23,724 

Total questionable costs Z9a8Q. 058 0 

NOTE 6 - ACCUMULATED COSTS AT SEPTEMBER 30, 1988 

AND TRANSACT I S.1 FOP T112 tEPI 101). MARCHf 1, TO 

SEPTEMBER 30,___-198,: 

CONARA's 1rc,,ent management took over responsibility for the en
tity's affairs as from March 1, 1988 and disclaimed any responsi
bility for any transactions occurring on or accumulated up to Fe
bruary 29, 198. The auditor' s reports dated February 18, 1988 
and May 31, 1989 on the fund accountability statements for both 
September 30, 1987 and February 29, 1988 respectively, disclaimed 
opinions thc reon for the reason; stated in the reports, and it 
was not possible to substa ntiate the transactions or accumulated 
balances as of .;uch dates. Fol lowing are the accumulated costs 
as of Feb-uary ?9 , i9.8 and September 30, 1988 based on previous 
amounts tor which the auditor-, di c Ia i med opinion-_ 

End ng 
balances 

Net 
transactions to 

Accumulated 
at 

February 
1988 

29, September 
1988 

30, September 
1988 

30, 

Rec Jipts 
Restoration 
Administration 
Combined Civic Actions 
Emergency 

p47,974,383 
2,585,000 
4,000,000 

_ 0. 

,'22,961,03 
3,012,576 
433,379 
4 (), 1 

p.70,935,436 
5,597,576 
4,433,379 

.000 409610, 361 
Carried forward . . . _5559 _83 727,8.1_369 p4,376,752 
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Brought over . . . 

Disbursements
 
Restoration 

Administration 

Combined Civic Actions 

Emergency 

Advances pending
 

liquidation 


Excess di,;hutrq;ments
 
over roclw ipt:' 


Add - Working capital 
advance from S;ETEFE 
- Payables 
- Net tran:;fers 

between pr(,gr~ams 

Fund balance end of 
period - C,2uh in 
banks awl (n hand 

Adjustrnntt:; -

Check:; y idle, in March 
1988 

Subsequent cash reimbur
sement to ;ETI.F'E 

Cash balance* trnsferred 
for whih(.11 r,:i.onsi hi i
ty i;s,:,cr ,'' to pres
ent: man g:;:',nt 

Adjusted ala,(,l i*sof.',( 

February ;'0, 1988
 

', 1.n, IFund bla f t t U1
od - C,1l i Ill ,I k .; ,in

oil tanO l 1('r l 'I'vi ,.-g

.;p~on,:i~ I yt~I:,,:;Crib
ed to 'laI]lHagOemeo1)('; t
 

(Inhibhit 

I)ur i P 1.,,,. 1', il > ,"It 
(J;$ ;'/7 ,Io ,') Ir W11 i o11 

Ending 

balances 


February 29, 

1988 


g56,559,383 


30,397,393 

6,017,195 

5,328,561 


399,072 


17_495,970 


59,638 ]91 


_13L,078,808) 


5,600,000 

212,505 


Net 

transactions to 

September 30, 


1988 


127,817,369 


326,769 

2,560,236 


696,415 

-


19,461, 594 


23,045,014 


4,772,355 


740,733 

6,993 


___________)_ 

5,621,45 747,726 

2,542.537 5,520,081 

27,141 

(1,435,008) 

(1,134,670) 

12.542,_537) 

Accumulated
 
at
 

September 30,
 
1988
 

g84,376,752
 

30,724,162
 
8,577,431
 
6,024,976
 

399,072
 

36,957,564
 

82,683,205
 

1693,547
 

6,340,733
 
219,498
 

{i2L]G0) 

6,369,0W7]
 

8,062,618
 

27,141
 

(1,435,008)
 

(1,134,670)
 

(2,542,537)
 

iiQQ 2 QLJQ8~1 

Mirch 1989 cash ,lCmoUllti ( to I,43 ,008, 
re.-;pon; ih i I i ty in , w;or i he,, to I oi or 

l 1 ,J1(ItM( t: , 2:;It I i Vl1i)I ,10t to '; 'I'l'E. A (_-lc;) I ho I ic, ' ,1.; IF lebruiary 
29, 191, 8 ,2o1nle 1 i nJq t c) }.1, 1 14,670 Wa:; t ran;!vr'r '(I to) luiv'10is inv pher t:he 
respons i hi I i t:, of pro' sent mirnaqement and i ; shoWn atovo i n the 
receipt; co lmnU oi ne1t tr wt,,tions to Qeltr'mdhtr ID, 1988. 
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EXHIBIT I
 

NATIONAL, PLAN FOR AREA RESTORATION 
MANAGED BY TIlE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SAIVAI)OR PROJE'ICT N- 519-0177 

FUND ACCOUNTABILITY STATEMENT
 
MARCH 1 TIIROUGII SEPTEMBER 30, 1988
 

(expressed in Salvadoran Colones - Note 2)
 

FUNDS A.SSI GNI"I) TO TiH IPROJEI'CT PER BUDGET 
(Funding source: Economic Support Funds)
 

1987 1988 Total 

Component 

Restoration JZ12,434,298 045,383,333 057,817,631 
Chalatenango -
Restoration 2,625,000 2,625,000 

Combined Civic Actions 262,792 2,916,667 3,179,459 
Administrition __2,450, 000 . 2,45.4000 
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EXHIBIT II
 

NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY TIE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL, SALVADOR PROJECT N- 51.9-0177
 

FUND ACCOUNTABILITY STATEMENT
 
MARCH 1 TIIROUGH SEPIrEMBER 30, 1988
 

(expressed in Salvadoran Colones - Note 2)
 

ACTUAL FUNDS SUP1PII.;I) TO CONARA BY SETEFE (1) 
(Fund".rj source: Economic Suppoit Funds)
 

1987 1988 	 Total
 

(2) (3) 

Component 

Restoration e22,961,053 e22,961,053 
Combined Civic Actions 433,379 433,379 
Administration 
Emergency 14 361 

p3,012,576 3,012,576
] 4A0,_361 

-- 14~ /3 _ 1hI-O7 h 

(1) 	 The Foreign Financing Technical gecretariat (Secretari1a 
Tecnica del Financianiento Externo - S ETFE) 

(2) 	 Does not ini ud, ,n advance ol ;740,733 for working capital 
given on July ;!,, 19 8. 

(3) 	 Include fund.,; tratn,ter of 71 , 134,670 which responsibility 
was ascribed to former management. 
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EXHIBIT III
 

NA"'i.ONAL PlAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/El, SA1AI)OR PROJECT N- 519-0177
 

FUND ACCOUNTABI LITY STATEMI'NT
 
MARCH| I THROUGH SIP:ITEMIBER 30, 1988
 

(expressed in Salvadoran Colones - Note 2)
 

DISBURS EMENTS PEP CATIEGORY (BY COMPONENT) 

Resto- Adminis- Combined
 

ration tration Civic Actions Total
 

Category:
 

Persona 1 
services e222,163 3Z1,475,622 p419,370 3t2,117,155 

Non-persona I 
serv ic_, ; 4,606 652,246 148,779 805,631
 

Materia1,; and 
su11p[) ie; 373,423 128,266 501,689 

Machir e-1ry ,'Ind 
(lU 1 jm(!fit 100Q000 58_9.4 5 _ 158,945 
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EXHIBIT IV
 

NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

FUND ACCOUNTABILITY STATEMENT
 
MARCH 1 TIROUGH! SEPTI'EMBEI 30, 1988
 

(expressed in Salvadoran Colones - Note 2)
 

ADVANCES PENDING LIQUIDATION
 

Restoration
 

UPR 
Non-UPR 

(1) 
(2) 

g13,582,858 
4,820,036 

Emergency 
18,402,894 
1,058,700 

(1) United for Reconstruction (Unidos para Reconstruir)
 

(2) Outside of UPR working zones 

16
 



EXHIBIT V 

NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

FUND ACCOUNTABILITY STATEMENT
 
MARCII 1. THROUGH SIEPrEMBER 30, 1988
 

(expressed in Salvadoran Colones - Note 2)
 

FUND BALANCE, AT END OF PERIOD - CASH IN BANKS AND ON HAND 

Banco Central de Reserva 

(Central bank) 

Restoration:
 

UIPR g4,196,136
 
Non-UIPR 36,567 g4,232,703
 

Combined Civic Actions
 
1987 funds 16,548
 
1988 funds 572,496 599,044
 

Emergency 351,661
 
Administration 333,673
 

Total cash in banks 5,517,081
 
Petty cash fund 3,000
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

INTERNAL CONTROL STRUCTURE
 

INDEPENDENT AUDITOR'S REPORT
 

We have audited the fund accountability statement of the National
 
Plan for Area Restoration managed by the National Commission for
 
Area Restoration (Comision Nacional de Reconstruccion de Areas,
 
CONARA) for the period March 1 to September 30, 1988, and have
 
issued our report thereon dated May 31, 1989.
 

We conducted our audit in accordance with generally accepted 
auditing standards and Government auditing standards, issued by 
the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable 
assurance about whether the fund accountability statement is free 
of materia 1 i s;tatement. 

In planning and performing cur audit of the fund accountability 
statement of the National Plan for Area Restoration, USAID/El 
Salvador project No. 519-0177, managed by CONARA for the period 
from March 1 through September 30, 1988, we considered its 
internal control structure in order to determine our auditing 
procedures for the purpose of expressing our opinion on the fund 
accountability statement and not to provide assurance on the 
internal control structure. As described in the following pages,

the internal control. structure contains so many weaknesses that 
we elected to rely on substantive testing for a more efficient 
audit. Consequently, our evaluation was limited to a preliminary 
review of the internal control structure to obtain an 
understanding of the control environment and the flow of 
transactions through the account ing system in Lhe following 
areas: 1) bank accounts and reconciliations; 2) controls over 
subproject progress; 3) control over program's cluipment; and 4) 
payrolls. 

Our evaluation of CONAHA'. ; internal control structure disclosed 
certa i n matte r!; invo v i ng t-h ( p rog ram ' e xecu t ion that we 
consider repor tabi e cond it ion!; in accordance with generally 
accepted auditing ;tiindirds and the United Stat-es Comptroller 
General 's "Government Audi ti ng Standards" (1988 Revis ion) . The 
reportab I e condl it ions are descr ibed i n find i ngs numbers I to 1.1 
in the foil owing pages of this report, and involve matters coming 
to our attention relating to signi ficant dcficiencies in the 
design or ope ration of! the internal control structu re that, in 
our judgment could adversely a ffeoct COIAIA'-s ability to record, 
process, ';ummarize, and report fiinancial data cons istent with the 
assertions of management in the fiund accountability statement. 
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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 fund accountability statement being audited may 
occur and not he detected within a timely period by employees in 
the normal course of performing their assigned functions. In 
this connection, findings 1, 2, 3, 4, 5, 6 and 8 are all deemed
 
to be material weaknesses.
 

Our consideration of the internal control structure would not
 
necessarily disclose a I matters that 
 might be reportable

conditions and accordincjly would not nece.;sarily disclose all
 
reportable conditions that are also considered to be material 
weaknesses as defi ned ibove. 

This report is intended solely for the use of CONARA, SETEFE and 
the Agency for International Development. This restriction is 
not intended 
acceptance by 

to 
the 

Ijolt distribution of this report 
Oi, i :,2 of the Inspector General, is 

which, upon 
a matter of 

ubl ic record. 

May 31, 1989
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

REPORT ON INTERNAL CONTROL STRUCTURE
 

AUDIT FINDINGS 

1. 	 Books of Record Were in Arrears 

Condition:
 

As of March 7, 1989, the general ledger had not been recorded
 
since September 1988, while the transactions for "Restoration
 
ESF 87" had been recorded only through July 31, 1988. At
 
July 31, 1989 transactions had been recorded up to April 30,
 
1989.
 

Criteria :
 

All books of record should be kept on a cur-ent basis, for a
 
prompt generation of financial information.
 

Cause:
 

Insufficient accounting staff had been assigned to this task.
 

Effect:
 

Not maintaining the general ledger in an up-to-date status 
may pose some risks regarding the completeness or reliability

of the related financial data. This would be especially so
 
if 	 an attempt is made to prepare management reports from 
informal records.
 

Recommendat i on: 

USAID/EI ';a.vidor should suggest that SETEFE assure that 
CONARA ,l;sviins additional accounting department employees to 
maintain the books of record in an up-to-date status. 

2. 	 The _ W, !; ;ofControl_ Roc ;tor,; f'or-Project Costs and 
Ep.ef (pI tI r " 

Cond i tior): 

No 	 subsidiary records were kept to control project costs and 
expenditures financed with specific sub-program funds. 
 Also,
 
disbursements were not detailed by general expense category.
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Criteria:
 

The subsidiary records are required to closely control,
 
record and identify costs and expenses for the project.
 

Cause:
 

The above data is kept in informal files. For this reason
 
management has not considered it necessary to maintain proper
 
subsidiary records.
 

Effect:
 

Management is relying on informal information of uncertain
 
reliability to track expenditures by general expense category

and project costs financed with specific sub-program funds. 

Recorrmmendt i on: 

USAID/ ,d 0 h ot t toinrhould(2Vevidence I o ,L"'l that it 
has regui ,,I COtNAt:A to keep td(Iqu,ite .ub:iditry records to 
control, rircard and ide.ntify pro.ject costs and expenses by
sub-prog ran ind gen.ral expene c,itegory, as the present 
informal t ii 1. 1re of ncerta in el iabi I ty 

3. There V , no }Ltu ot C ' vol Ut,, ,t.n 

Condit ion: 

No budget control system existed for a comparison of budgeted 
amount; with actual expenditures made by general and specific 
ca tegor-y. 

Cri t_!r ia:
 

A budget , control ;ys;tem is necessary for tracking variances 
between oug.t:odactual so that manaqementand expenditures 
attention caIn be directed to operations not being conducted 
in accol'( with p1 ann. 

Due to ]ack of. enough personnel this control system was not 
implemented. 

Effect:
 

Deviations from budget, if any, cannot be promptly dotoctod.
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Recommendation:
 

USAID/El Salvador should suggest that SETEFE requires CONARA
 
to implement a budget control system, which provides for
 
comparisons between budgeted and assigned funds and actual
 
expenditures, by general and specific category;
 
additionally, any deviations noted from the applicable budget
 
should be corrected on a timely basis.
 

4. There Was a Lack of Documentation Supporting Expenditures and
 
Evidencing Receipt of Goods
 

Condition:
 

In general advertising services (radio and TV) were not
 
independently monitored and in the following instances, the
 
expenditures were not fully documented and/or there was no
 
documentation to show that goods or services had been
 
received.
 

- Advance lor purchase of campers 0 1.0,850 
- Car repai, r 7,000 
- Advertising 18,333
 
- Office rent in Santa Ana 2,000 

After discussion of our finding, except for office rent in 
Santa Ana, proper documentation was obtained including 
vendor., invoices. 

Criteri a: 

All disbursements should be adequately documented and 
evidence of goods or services received should be obtained
 
prior to their payment. Proper files should be kept for at
 
least a 3 year period. 

Cause:
 

CONARA sends all .;riginal documentation pertaining to project 
transactions to the Controller General's Office (Corte de 
Cuentas), without keeping copies in its files. To control 
advert; ii nq ;ervice; CONARA relies on the advertising 
agencie:; ionitoring activities. 

Effect:
 

Some tile:; and accounting records are incomplete which does
 
not always allow the testing of reasonableness and
 
elegibility criteria for transactions effected.
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Recommendation:
 

USAID/El Salvador should obtain evidence that SETEFE requires

CONARA to support all expenditures with the pertinent

documentation prior to their payment. As for determining
 
whether contracted radio and TV advertising has been
 
delivered, CONARA should contract an independent monitoring
 
agency 
media. 

to attest that such services are provided by the 

5. No Subsidiary Records to Control Furniture and Fixtures 

Existed 

Condition:
 

Our review disclosed that furniture and fixture items were
 
not individually controlled with subsidiary records, and that
 
such items were not code tagged for control purposes.
 

Criteria:
 

Furniture and fixtures are an important asset of CONARA and
 
proper controls thereon should be established.
 

Cause:
 

Notwithstanding the fact that a physical inventory of
 
furniture and fixtures was taken by the Salvadoran Controller
 
General's Office (Corte de Cuentas), lack of personnel
 
designated with this control responsibility has prevented
 
implementation of the above mentioned procedure.
 

Effect:
 

The possible loss, location and physical condition of
 
furniture and fixture items was unknown.
 

Recommendation:
 

USAID/El Salvador should obtain evidence that SETEFE requires
 
CONARA to implement a card and tagging system to individually

control each furniture and fixture item, and employee
 
responsibility cards to account for custody of said items
 
should be used.
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6. Payrolls Were Signed in Facsimile by Management and there was
 
no Evidence of Review by the Salvadorean Controller General's
 
Office (Corte de Cuentas)
 

Condition:
 

The payrolls for April, May and August 1988 were not signed
 
by the responsible official. Instead a stamped facsimile
 
copy of his signature was affixed. Additionally, there was 
no evidence of review of the payrolls by the Corte de 
Cuentas. 

Criteria:
 

The signature of the responsible official should not be
 
printed in facsimile on payrolls as evidence of their
 
approval, as such signature can be affixed without his
 
consent. Also, the Corte de Cuentas should evidence its
 
review of CONARA's financial transactions including its
 
payrolls.
 

Cause:
 

According to management, the facsimile signature is affixed
 
to copies only. However, the original payrolls remitted to
 
both SETEFE and Corte de Cuentas are signed in the same
 
manner.
 

Effect:
 

Actual approval of the original payrolls, which are the basis
 
for salary payments, could be missing and therefore
 
questioned.
 

Recommendation:
 

USAID/El Salvador should obtain evidence that SETEFE requires
 
CONARA to discontinue the practice of stamping facsimile
 
copies of approving signatures on payrolls so that
 
responsibility thereon is not delegated. Also the Corte de
 
Cuentas should be requested to review all of CONARA's
 
payrolls evidencing such reviews in writing.
 

7. Expense Vouchers Were Not Account Coded 

Condition: 

Our review disclosed that not all vouchers were account
 
coded. Coding is made directly in the accounting records.
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Criteria:
 

There should be an adequate correlation of all vouchers with
 
the accounting records.
 

Cause:
 

The treasury department does not send the expense vouchers
 
when issued together with their corresponding check copies to
 
the accounting department; instead these are not sent until
 
the checks are actually delivered to the payees. This
 
usually occurs two or three months late and so by coding the
 
vouchers directly into the records in a global manner and not
 
by expense category, the accounting department attempted to
 
skip one step in the process. The cause for the condition
 
can also be ascribed to the lack of a formally defined chart
 
of accounts, which was subsequently approved and implemented
 
in late September 1988.
 

Effect:
 

Such a procedure allows for possible alteration of accounting
 
data and distortion of the related financial information.
 

Recommendation:
 

USAID/El Salvador should suggest that SETEFE requires all
 
vouchers with their corresponding check copies to be
 
delivered by CONARA's treasury department to its accounting

department immediately after being issued. Subsequent
amendments, if any, should be reported for pertinent credits 
in the books of record. 

8. Absence of Controls Over Fuel Purchases and Consumption
 

Condition:
 

Our review disclosed that stocks and consumption of fuel were
 
not adequately controlled.
 

Criteria:
 

Fuel stocks should be 
inventory and consumption 
vehicle usage logs. 

controlled 
should be 

by periodic 
controlled by 

physical 
means of 

Cause: 

Management had not considered the use of the above controls.
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Effect:
 

Fuel could possibly be diverted for unauthorized uses.
 

Recommendation:
 

USAID/El Salvador should obtain evidence that SETEFE requires
 
CONARA to implement a fuel control system to ensure that:
 

a) Purchases are necessary and for needed quantities only;
 

b) Quantities ordered are based on properly authorized
 
requisitions;
 

c) 	 Purchases are correctly recorded in the stock records, and 

d) 	Consumption is commensurate with the kilometers traveled,
 
and vehicle logs are kept to facilitate analyses in this 
regard.
 

9. 	 Physical .. srnctionr, of all- sunr oects in Progress were Not 
Made 

Condition:
 

During our work we did not find any evidence that CONARA's 
follow-up and control department had visited the following
 
projects for control purposes:
 

Suhroj'~:Locati 	 ion 

- Electricity 5 mts. vault 	 Ozatlan, Usulutan
 
- Town hall construction Ozatlan, Usulutan 
- Electric system introduction Las Delicias, San Miguel 
- School improvement and expansion San Salvador 
- Reconstruction oi 35 housing 

units 	 La Libertad
 

Criteria:
 

Physical inspection of subprojects is required by the
 
procedures manual presently in force.
 

Cause:
 

The department performs its duties on a selective basis. 

Effect:
 

Subproject progress is not being monitored properly as
 
required by the procedures manual; therefore, the proper use
 
of 	funds is not assured.
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Recommendation:
 

USAID/El Salvador should suggest that SETEFE assures that
 
CONARA's follow-up and control department inspects all
 
subprojectE, and that written reports are issued after each
 
visit to report subproject progress compared to related plans
 
of action.
 

10. There Was No Evidence that the Organization Had Reviewed the 

Payrolls of local Pro-jects 

Conditions:
 

Although field payrolls were prepared and signed by the mayor 
and the town haill secretary, there was no evidence of their 
review and authorization by CONARA's employees, nor of their 
review by CONARA's regional office. 
Criteria: 

The procedures manual provides that all field payrolls should 
be prepared and signed by the mayor and the town hall 
secreta ry, but it also provides for their review by the 
regional offices to verify the data supplied by the mayors. 

Cause:
 

There was carelessness by the regional offices in not leaving 
written evidence of the above review, which makes it doubtful 
that the review was actua lly made. 

Effect:
 

There is a risk that in the absence of third-party review, 
the payrolls may include strawmen or that the time reported 
does not reconcile with actual time worked. 

Recommendation: 

USAI [)/ E:I;a 1vador should obtain evidence from SETEFE to 
assure that CONARA's project payrolls are actually reviewed 
by its req ona1 of I ice; or by control ler General Office 
(Corte di, Cuent a,; ) rep re:;,iint iUie:, to ve rify the information 
submitted by th,, myr:;, ,ri tihat the mayor.; supply the names 
of the per:,on,,; prepir ing ,indI reviewing stch payrolls at the 
town hal I for ,.countab i I ity purposes. 

11. Bank Peconc'i I iitior; Were lNot: t'ro-pared on a Timely Basis 

Cond i t: i on: 

Our review di,;clo-.ed t at bank reconciliations were prepared 
with a three-month delay. 
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Criteria:
 

All bank reconciliations should be prepared promptly at the
 
end of each month so that any errors or irregularities will
 
be detected and corrected on a timely basis.
 

A bank reconciliation, if effectively carried out,
 
constitutes a partial audit of cash receipts and
 
disbursements for the period of the reconciliation, and
 
consequently should be prepared with promptness.
 

Cause:
 

Bank statements are sent out by the banks directly to the 
Foreign Financing Tfechnical Secretariat (SETEFE), which later 
delivers them to CONARA (after 45 days, in some instances). 

Effect:
 

Untimely preparation of bank reconciliations may lead to 
investigations of possible errors or omissions and 
reconciling items concerning cash in bank accounts. 

late 
old 

Recommendation: 

USAID/E] Salvador- should request SETEFE to promptly send to 
CONARA related bank statements for the timely preparation of 
its bank reconciliations. 
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION 

USAID/EL SALVADOR PROJECT NQ 519-0177
 

COMPLIANCE WITH AGREEMENT TERMS
 
AND APPLICABLE LAWS AND REGULATIONS 

INDEPENDENT AUDITOR'S REPORT 

We have audited the fund accountability statement of the National
 
Plan for Area Restoration, USAID/El Salvador Project N" 519-0177,
 
managed by the National Commission for Area Restoration (Comisi6n

Nacional de Restauracion de Areas, CONARA) for the period from 
March 1 through September 30, 1988 and have issued our report 
thereon dated May 31, 1989. 

We conducted our audit in accordance with generally accepted
auditing s,;t anda rds and the U. S. Comptroller General's 
"Government Auditing Standards" (1988 Revision). Those standards 
require that we plan and perform the audit to obtain reasonable 
assurance about whether the fund accountability statement is free 
of material mif;statement. 

The management of COnARA is responsible for compliance with terms 
of the agreement for the above mentioned program and with 
applicable laws and regulations. For purposes of this report we 
selected and tested transactions and record- to determine 
CONARA's compliance with agreement terms and applicable laws and 
regulations. However, our objective was not to provide an 
opinion on overall compliance with such provisions. 

Material instances of noncompliance are failures to follow 
agreement term,; and applicable laws and regulations that cause us 
to conclude that the aggregation of the misstatements resulting
from tb os;e 1u res oior viol at i on.; is ma terial to the fund 
accountability statement. The re.ultsof our tests of compliance
disclo.sed findings 1 v I to 5 described in the following pages as 
material i nstances of noncompliiance, the effect-; of which have 
been di scIosed in the Ilnd accountability statement. 

We cons1idred those material i n; ta nce.; of noncompli ance in 
forming our opinion on whther the ,ition, I l']Pan for Area 
Restoration's, fund accoiinti 1 i ty ':stLteiment mont ioned above is 
presented fairly, in all, material re.;pects;, in conformity with 
the accounting )a.,; i s, mentioned i.n Note 1 to the fund 
accountability statement, and this report does not affect our 
report dated May 31, 1.989 on the fund accountability statement.
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Except as described above, the results of our tests of compliance
 
indicate that, with respect to the items tested, the National
 
Commission for Area Restoration complied, in all material
 
respects, with the provisions referred to in the third paragraph
 
of this report, and with respect to items not tested, nothing
 
came to our attention that caused us to believe that the National
 
Commission for Area Restoration h id not complied, in all material 
respects, with those p.rovi ;ions. 

This report is intended solely for the use of CONARA, SETEFE and 
the Agency for Irternational Development. This restriction is 
not intended to limit distribution of this report which, upon
 
acceptance by the Office of the Inspector General, is a matter of
 
ublic record.
 

May 31, 1989
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS
 
AND APPLICABLE LAWS AND REGULATIONS
 

AUDIT FINDINGS
 

1. Funds Were Transferred from One Program Component to Another
 

Without Approval
 

Condition:
 

Our review disclosed several instances where expenditures of
 
one program component were paid for with funds assigned to
 
another program.
 

Criteria:
 

Circular ("Instructivo") 1204, issued jointly by both the
 
Ministry of Finance and the Ministry of Planning and
 
Coordination of Economic and Social Development to regulate

the handling of Government funds and activities, requires the 
authorization of the Foreign Financing Technical Secretariat 
(SETEF'E) to transfer funds between programs. 

Cause:
 

Authorization, if any, was usually requested when transfers
 
had already been made.
 

Effect:
 

Unauthorized use of funds by one program component of the
 
funds meant for another may lead to lack of control over such
 
funds, thus allowing misuse, intentional or otherwise.
 

Recoinmenda t ion: 

USAI h/,: 1;a ilvlidor ,;shu i stiggdst that 'E'TEFE requests CONARA 
to obta i n SE'iEL ' ; pri or approva 1 for a 11 fund transfers 
between pi-ogram/components. The related proceeds of such 
transfers ;hould be deposited in a bank account of the 
receiving component. 
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2. Transfers of Funds Between Programs Were Not Properly
 

Accounted For
 

Condition:
 

During our review we noted that the following disbursements
 
made by one component or activity to another were not recorded
 
on the date of the transactions in the accounts of the
 
receiving activity.
 

- Payments made by United for Reconstruction
 
(UPR) on behalf of non-UPR activities within 
the Restoration program component C143,732
 

- Payments made by the Administration component
 
on account of Combined Civic Actions (ACC)
 
component 45,760
 

These transactions were accounted for by the receiving
 
component or activity in June, 1989 and November 1988,
 
respectively.
 

Criteria:
 

Circular 1204 requires that the implementing units should keep
 
accounting records in accordance with sound accounting
 
practices. Proper accounting requires that both parts of each
 
accounting transaction be recorded to keep the books in
 
balance.
 

Cause:
 

The above transactions were approved by management without
 
subsequent nocification to the accounting department.
 

Effect:
 

Failure of the activity receiving a cash transfer to record it
 
creates an error in the accounting records and also can lead 
to los; of accounting control of operations. 

Recommendat i on: 

USAID/EI Salvador should obtain evidence that SETEFE requires 
cash tran;fers; between CONARA 's components to be properly 
recorded by both the l ending and receiving accounts 
(pertaining to component or act ivity) to prevent the above 
mentioned 5 tootion:;. Al.-so, al] cash triin,;fers should require 
the approval (. I the Fore i )rn Financil, Technical s;ecretariat 
(S ETEIFE) . I I CONAPA wi:;he'; to e's tohl i ;h procedures; that allow 
for temporiry and emergency cash transfers between components, 
then the approval of .gETEF need-; to be obtained. 
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3. The Fund Balances from Completed Programs Were Not Timely
 

Remitted to SETEFE's Central 
Bank of Reserve Account
 

Condition:
 

During our review we noted that revolving fund balances,
 
pertaining to ESF 86/87 programs, which have 
already been
 
completed, were remitted 
with much delay to the Central Bank 
of Reserve, as shown below: 

Completion Balance Remittanrre
 
Subcomnonent date remaining date
 

Restoration, 1986 December, 1986 0 861,588 November, 1988
 
IBM, 1986 December, 1986 426.698 January, 1989
 
Administration, 1987 December, 100,337
1987 Pending

Administration, 1986 December, 1986 
 84,254 November, 1988
 

,01,472,877

Minor items December, 1986 __ 14695 November, 1988
 

Criteria:
 

The remittance of remaining program balances to SETEFE's
 
Central Bank of Reserve account should be made as soon as 
practical after pzogram completion so that the funds can be
 
reprogrammed for other uses.
 

Cause:
 

The above delays were ascribed by CONARA to its need to
 
examine the bank balances left by the entity's predecessor
 
management.
 

Effect: 

Delays in remitting prociram fund overages could lead to their 
unauthorized use in programs or activities that have not been 
approved by the Foreign Financing Technical Secretariat 
(SETEFE). Also, since SETEFE must approve the reprogramming of 
these funds, the delays in remitting fund overages in turn 
delay using the f-unds on worthwhile acLivities. 

Recommend at i on: 

USAID/E I. ,;, ivador should obtain evidence that SETEFE requests 
that all fund balances remaining upon completion of the 
related CONARA programs should be remitted to its Central Bank 
of Reserve account within thirty days after being determined.
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4. No Fiscal Stamp Tax Was Withheld From Payments to Suppliers.
 

Condition:
 

Our review disclosed that most payments co suppliers for goods
 
or services were made for the gross amounts billed, with no
 
deduction of the corresponding fiscal stamp tax.
 

Criteria:
 

Section 41 of the Fiscal Stamp Tax Law, and Section 21 of its
 
regulations, require all government entities 
to deduct fiscal
 
stamp taxes from payments to suppliers
 

Cause:
 

According 
to CONARA's management, the above requirement was
 
not complied with as a result of instructions received from
 
the Comptroller Ceneral's Offico (Corte de Cuentas).
 

Effect:
 

Non-compl Iance with withhoLdings required by the fiscal stamp 
tax rulings could lead to excess payments to the suppliers, 
which for tested transactions amounted to approximately
 
p9,800.
 

Recommendat ion:
 

USAID/ F 1 ;dlvador should obtain evidence from SETEFE tc 
require CONARA to strictly adhere to the fiscal stamp tax 
requirements in relation to withholdings from payments to 
supplier!s.
 

5. Disbur,.emonts, Exceeded the Amounts Hudcted and Approved in
the Pla{in of Action 

Condition:
 

Du.Jng our review, we noted that total disbursements exceeded 
the amounts budgeted and approved according to the Plan of 
Action for the tollowing items: 

a) Train (iJ 'tiv'it 

Approved iri pl,Iniof ctiion ,,1000 
Disbursed tihrou(h ';eptermber 30, 1988 59 352 

ExceSs (Ii ,Tu r:,,m nt ; _._ J5; 

b) Remov lIt iivtt. aII t:i n; 

Approvfed in ptl,in ()I action 0 4,000 
Disbursed througl (;eptember 30, 1988 19,224 

Excess di sbu rsements-,_1k22,4. 
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C) Electric system - Ul uz uapa , San Miquel: 

Approved il plan of act ion j 36,1,)0 
Disbursed throuqh Sept ember 30, 1988 126,1 50 

Excesm di -"_ ,hQQQ 

Except I ( IA,(,v ) increase, in budjet and plan of 
act ion ,",! 4 ; v t. ,- ,rd-; 

Criteria: 

Approved t s :;hould be adhered to until such time as 
approvaI i!; received to i ncur additional expenses. 

Cause: 

The btiort:; for thes;e activities were underestimated and there 
were no controls in place to prevent the expenditures for 
amounts in e-cess of the budget. 

Ef fect: 

Items thatt have not been approved in their entirety may cause 
delays in completing activities. The excesses might not be 
approved oo1 l ega I purposes and could be considered 
questionli bI1e costs 

Recommen, I t. i on : 

tJw;A I, 1. '1,1'. y(lr t thait ; CONARAlv1 :;hLoulI s;uqqggest L';EI reqtire,; 
to n,1 mt ,1 nI :;t.rict bud-hetary control over di:-bur;-ments; and 
requiri t hit CONARA obtain the Foreign Finanei ng 'lechilica 
Secretiriit's; ( ;ETEFE) approval prior to making d isbursements 
that exceed the approved budget amounts. 
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NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N- 519-0177
 

MARCH 1 TO SEPTPMBER 30, 1988
 

LIST OF REPORT RECOMMENDATIONS
 

1. INTERNAL CONTROL STRUCTURE 

Recommendation 1:
 

USAID/El Salvador should suggest that SETEFE that
assure 

CONARA assigns additional accounting department employees 
to
 
maintain the books of record in an up-to-date status.
 

Recommendation 2:
 

USAID/El Salvador should obtain evidence from SETEFE that it 
has required CONARA to keep adequate subsidiary records to
 
control, record and identify project 
costs and expenses by

sub-program and general expense category, as the present 
informal files are of uncertain reliability.
 

Recommendation 3:
 

USAID/EI Salvador should suggest that SETEFE requires CONARA 
to implement a budget control system, which provides for 
comparisons; between budgeted and assigned funds and actual 
expenditures, by general and specific category; 
 additionally,
 
any deviations noted from the applicable budget should be 
corrected on a timely basis.
 

Recommendation 4:
 

USAID/El Salvador should obtain evidence that SETEFE requires
CONARA to support all expenditures with the pertinent
eor:,ientation prior to their payment. As for determining
whet ,.er contracted radio and TV advertising has been 
de.iV;rjd, CONARA should contract an independent monitoring 
ageo;.y to attest that such services are provided by the media.
 

RecommendaC i on 5: 

USAID/SI Salvador should obtain evidence that SETEFE requires
CONARA to implement a card and tagging system to individually 
control each furniture and fixture item, and employee

responsibility cards to account for custody of said items
 
should be used. 
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Recommendation 6:
 

USAID/El Salvador should obtain evidence that SETEFE requires

CONARA to discontinue the practice of stamping facsimile
 
copies of approving signatures on payrolls so that
 
responsibility thereon is not delegated. Also the Corte de
 
Cuentas should be requested to review all of CONARA's payrolls

evidencing such reviews in writing.
 

Recommendation 7:
 

USAID/El Salvador should suggest that SETEFE requires all
 
vouchers with their corresponding check copies to be delivered
 
by CONARA's treasury department to its accounting department

immediately after being issued. Subsequent amendments, 
if
 
any, should be reported for pertinent credits in the books of
 
record.
 

Recommendation 8:
 

USAID/El Salvador should obtain evidence that SETEFE requires
 
CONARA to implement a fuel control system to ensure that:
 

a) Purchases are necessary and for needed quantities only;
 

b) Quantities ordered are based on properly authorized
 
requisitions;
 

c) Purchases are correctly 
recorded in the stock records,
 
and
 

d) Consumption is commensurate with the kilometers traveled,
 
and vehicle logs are kept to facilitate analyses in this
 
regard.
 

Recommendation 9:
 

USAID/El Salvador should suggest that SETEFE assures that
 
CONARA's follow-up and control department inspects all
 
subprojects, and that written reports are issued after each
 
visit to report subproject progress compared to related
 
plans of action.
 

Recommendation I.0:
 

USAID/El Salvador should obtain evidence from SETEFE to 
assure that CONARA's project payrolls are actually reviewed 
by its regional offices or by Controller General Office 
(Corte de Cuontias) representatives to verify the information 
submitted by thre iayor!; , and thait t he mayors supply the 
names of the persons prepar ng and reviewing such payrolls 
at the town hall for accountability purposes. 
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Recommendation 11:
 

USAID/El Salvador should request SETEFE to promptly send to

CONARA related bank statements for the timely preparation of
 
its bank reconciliations.
 

2. COMPLIANCE WITH AGREEMENT TERMS AND
 
APPLICABLE LAWS AND REGULATIONS
 

Recommendation 1:
 

USAID/El Salvador should suggest that SETEFE requests CONARA
 
to obtain SETEFE's prior approval 
for all fund transfers

between program/components. The related proceeds
transfers should be deposited in a bank account 

of 
of 

such 
the 

receiving component. 

Recommendation 2: 

USAID/El Salvador should obtain evidence that SETEFE 
requires cash transfers between CONARA's components to be

properly recorded by both the lending and receiving accounts
 
(pertaining to component or activity) to prevent the above

mentioned situations. Also, 
all cash transfers should
 
require the approval of the Foreign Financing Technical
 
Secretariat (SETEFE). 
 If CONARA wishes to establish

procedures that allow for temporary 
and emergency cash

transfers between components, then the approval of SETEFE
 
needs to be obtained.
 

Recommendation 3:
 

USAID/El Salvador 
 should obtain evidence that SETEFE
 
requests that all 
fund balances remaining upon completion of

the related 
 CONARA programs should be remitted to its

Central Bank of Reserve account within thirty days 
after
 
beina determined.
 

Recommendation 4:
 

USAID/El Salvador 
should obtain evidence from SETEFE to

require CONARA to strictly adhere to. the fiscal 
stamp tax

requiroments in relation to withholdings from payments to
 
suppliers.
 

Recommendation 5:
 

USAID/E] Salvador should suggest that SETEFE requires CONARA 
to maintain strict budgetary control over disbursements and
require that CONAPA obtain the Foreign Financing Technical 
Secretariat',; (S E1'EFE) approval prior to making
disbursemonts that: exceed the approved budget amounts. 
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ANNEX I 
(1 of 8) 

NATIONAL PLAN FOR AREA RESTORATION
 
MANAGED BY THE
NATIONAL COMMISSION FOR AREA RESTORATION
 

USAID/EL SALVADOR PROJECT N" 519-0177
 
MARCH 1 TO SEPTEMBER 30, 1988
 

MANAGEMENT COMMENTS (Free Translation)
 

TOGETHER WITH INSSERTION OF AUDITOR'S RESPONSE
 

September 14, 
1989
 

Lopez Salgado y Cia.
 
(Price Waterhouse representative)
 

This commission has finalized the reports review dated as 
follow:
 

1 up to February, 1988
 
2 from March to September, 1988
 

Regarding report i, since prior year this commission contracted a
firm to analyze, arrange and liquidate all transactions/movements

effected during 1986.
 

At present, such 
firm continues working and will deliver results
in October, 1989.
 

Similar 
to former -anagemer.t, 
we decline 
any responsibility 
on
actions for such period.
 

Regarding period 
2 (above), we enclose 
evidence
observations (made by auditors) have been overcome.
to clarify that
 

Truly yours,
 

Mrs. Norma R. de Dowe
 
Coordinator General
 
CONARA
 

http:overcome.to


ANNEX I
 
(2 of 8) 

FUND ACCOUNTABILITY STATEMENT
 

MANAGEMENT COMMENTS
 

QUESTIONABLE COST
 

Restoration
 

1. Street repairs, Hacienda Nueva, Usulutan g79,856.
 

During change of former management, documentation was
 
lost/misplaced, presently this information is being recovered
 
and its certification (for authenticity) is looked for.
 

Administration
 

2. Taxes paid in the purchase of vehicle (09,800) and extras paid

in excess (p8,500) of standard specifications stipulated by 
PIL No. 50.
 

Vehicle YN 6301 76272, inventory item No. 42145, was purchased

locally as allowed by Instructive 1204. The vendor company

paid import taxes to the Government, CONARA will in turn 
request reimbursement to custom office directorate. 

3. Removable installations !l5,224. 

At present CONARA is in process of reprogramming the 
respective plan of action. 

AUDITOR' S PREPONS' 

Based on above management assertions, questionable costs
 
reported are sustained.
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INTERNAL CONTROL STRUCTURE
 

MANAGEMENT COMMENTS 
(Free Translation)
 

AND AUDITOR'S RESPONSE INSERTIONS
 

1. Books of record in arrears 

When new management took office, 5 months were taken to catch
up and up date books of records, this was not possible tocomplete for lack of documentation which responsibility isascribed to former management. Beginning March 1 new booksof records were opened and approved by SETEFE, establishing a
cut-off 
of operation with former management, new books ofrecords were opened retroactive to June, 1983. Presently,

the books oL record are posted up to July, 
1989. In addition

following the (auditors) recommendation, an accounting clerk
 
was hired to reinforce accounting function.
 

AUDITOR'S RESPONSE
 

We estimate recommendation 
will be fully implemented by
 
October, 1989.
 

2. Lack pr__for
- ont-IV9 I_Tg sers Project's Cost and expenditures 

To date a binder filing system is operating to controlspecific and general type of expenses for subprograms as 
required by act ion plans.
 

AUDITOR ' S RE; PONSE 

At the date of 
this audit report, adequacy and reliability of
the above system has not been tested by auditors.
 

3. Lta cPk of budet_ Control Sy se 

Certainly, due to the oflack enough personnel and work load,an adequate budge-t control system was not implemented
however, in certain aspects such information was known.
 

CONARA suqqested to the consulting firm IFC, who prepared
admini strative manuals, to include function:; related 
budgetary control!;, bea;use 

to 
it was urijgnt to impl ement
opportune r.cor(d i (A,1co'.;t s nd expense!; by general andspecific cla;; of expenditures. l'Frc;ently, i procedure hasbeen established and it will be irnplemented beginning

September, 1989. 

I,
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AUDITOR'S RESPONSE
 

Recommendation is sustained.
 

4. 	Lack of documentation supporting expenditures and evidencing 

receipt of goods. 

4.1 Infurca advance for i0,850.
 

Process of 	 payment was suspended and goods were returned
until required quality was met. Final payment only forgoods receivyrl it satisaction was made on July 8, 1989. 

4.2 With respect to the radio and T.V. advertising services,
monitoring activities were contracted by Publicidad Rumbo 
with other f irn. 

In 	 addition, aboriti Owi:; wl rq(-uested theto M nistryof Culture Ind C:oP1un i cat ion for monitoring
advertising services, for which we did not 

the 
receive
 response. CO,APA ha:; contracted Administrative Advisoryservices with Peat Marwick, which in turn has contracted

other firm to effect mon.itoring activities. Eventually
CONAPA wi] 1 contract thi s service. 

4. 3 Vehicle rer,, i r ald o! I !c, rent in :;anta Ana. 

For te ale -, 3 obsecvations copy of liquidations
certitied )y tle Controller's General Office (Corte deCuentas) is available, this is correctly documented. 

AUDITOR' I 

Except- for o ! I ', rent in Santa Ana, aocumentation wasobtainedi trwa'rd (dairing the last days of discussion of our dia t iiil i t report) . Recommendation is 	sustained,
based on tn,, Iact that in all cases pertinentdocumentation should be obtained prior to their payment. 

5. No subsidiary records to control furniture and fixtures 
existed. 

At present this observation 
kardex by t ype of. items. 

was overcomed by implementing a 

AI)DITOIS' ;RSIPO !;: 

A 	 phy;ical invent:ory of fixed assets was taken during May,1989. I(ecomrnndation is expected to be fully implemented
during October, 1989. 
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6. Payrolls were signed in Facsimile by management and no
 
evidence was left 
of review by the Salvadoran Controller's
 
General Office (Corte de Cuentas).
 

Payrolls are presently signed personally by responsible
officials. On the other hand, during the audit period the 
Corte de Cuentas did not acted as intervener, which function 
began until April 25, 1988. 

AUDITOR' S RE'SPONSE' 

At July 31, 1989 payrolls were still approved by stamping the
 
Coordinator General's facsimile. 
 However, the recommendation
 
has since been implemented. 

7. Expense voucher,, are not account coded. 

At the time new minagement took office, ;n adequate chart of 
account did not eist. Thus, a chart of account responsive 
to accounting n(-edn was worked out and implemented in 
September 1 P 

AUDITOR' S Rl:1'1O4,;1;. 

At July, ]989 recommendation was already implemented. 

8. Lack of control,; over fuel purchases and consumption. 

Subsidir y r ycord; hive been established, inventory control 
and purchase,; prog ried bsed on needs. 

AUDITOR ' ICS I; I,] 

Subsequently invento ry controls and fuel quotas by vehicle 
were e;tab i)hed. Howcver, mileage and operating cost 
controls ,a o,!t I I I acki ng. 

9. Physic'al i nspec tins. of all subpiroject.; in progress were not 
made. 

Project:; i .ory luI)evand monitoring activities are performed 
by COrlAIA' glt! c The ' oel andr, oi iti. COIIARA I olow-up 
contr()l i at m;nt: Iunet i !; tc) s;e'lectively Iocus; on those 
proj - t: wi t i l,,nt i I Jed t -hrn i ca:,l or I i nancialIlem;.r()I To
resolvet hIIes,(probl en!; ,asri s tance_, ie ; requ i red theto 

Control !#Ir Ohe,ra ] ',; 0of ice or the I ol I ow-up and control 
department. 
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AUDITOR'S RESPONSE
 

Approved procedures manual requires full physical inspections

of projects by the follow-up and control department. This
 
requirement should be revised if not in 
accord with present
 
CONARA requirements and operating objectives.
 

10. 	There was no evidenco that the organization had reviewed the 
payrolls for loc,il projects. 

CONARA cannot interfere in the municipalities autonomy and 
its 	objective could be circumvented by reviewing transactions
 
that may jcapard i ze mayors credibility in the projects
execution o trin,;action. This position was confirmed by
Project. 1npI :,, ut ition Letter (Pi]) No. 97 dated May 4, 1989. 

AUDITOR ' :; im,;ON,;,; 

We under ,-;tandId thit th is; control procedure, required by 
CONARA'. )ocedu -es manual , will be modified accordingly in 
the near future and CONARA represents that these reviews will 
be the CInt -()[ I or Genera 1 0 f-f i ce' (Corte de Cuentas) 
respon! i i i t11, , t. t1a i r 

11. 	 Bank re(:vunciI i .t in,1:; 10 opiiion a t imely basis.not 

CONARA hoi:; a :;tf'I the Cont ra] i nk of Re;serve and SETEFE 
to send ) (rt, l, re] Otfatement; 1I t lo Ited a ,(counts to 
preparf, :;u'h LG rLtonci I iat ions,. Ta dIte bank 
recon 1i I t 	 ap aI, and aiuthor-izeJd up to June 1989. 

AUDITOR'!,; R'8;ION: 

Recommendtion has been partially implemented. 
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COMPLIANCE WITH AGREEMENT TERMS
 

AND APPLICABLE LAWS AND REGULATIONS 

MANAGEMENT COMM.', ; (Free Translation)
 
AND .AT rTO ,i _r ONS
'l._ v _io_ FII E; T_ 

1. 	 Funds transferred from one program component to another 

without approval. 

Agree, recommendation accepted. 

2. 	 Transfer of fundl<:; between programs were not properly
accumulated Ior. 

This situation occurred due to lack of consultation and 
agreement ;.:itlh I inance and accounting departaments, hence,
situa tion wva.a ict-.c] when documentation was processed and 
disbur;ement:; already made. 

AUDITOR ' m;;S;pONSEi 

Recommendat ion no ntai ned. 

3. 	 The fund bail,nces 1from completed programs were not timely 
remited to the <KE'I's': Central Bank of Reserve Account. 

Th is OBEme ad at ion wi ll be considered, but it cannot be
implemented in full bcoan,;e it: termination of projects bank 
account:; have to be kept (pen Ior a prudent time principally
for mun ii pali, ty )roj P t,,, dao t o tIt ( f a ct that mayors take 
some tilw t:o I i (Juidlt- tl projects,; and st-i]l have cash
balance:; t( bf. relt n l d. I I hank account re closed Iiunds can 
not be remitted 1oi epJo:;it . 

SETI:-E wia,; conul Ited and ,;eed. The bank accounts should be 
kept unt i I i;. ,lanc , thitt al 1 unused balances; irom projects

p,! d byare ( ,:;i. Not', of -pproval ,;JI.TIlJE wa; received and 
i ((Jtue:;t i or : :; in; .lk accouta; sentwa.n 

AUDITOP{ ' L;VA 1UNE;I' 

Instructive 104 and plan of actions require immediate refund
of unuod fuand:;, however, SETEFE approved CONARA to keep these 
unused I unad bai an ces. 

A 
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4. 	Fiscal Stamp Tax not withheld from payments to suppliers:
 

CONARA complies with the tax regulation based on stamp tax on
 
invoices, or accumulation of the stamp tax. Instructions were
 
given by the Controller's General Office (Corte de Cuentas)
 
for not to withhold fiscal stamps.
 

AUDITOR'S RESPONSE' 

CONARA should consult the Ministry of Finance's taxation
 
office (Direccion General de Contribuciones Indirectas) which
 
has the authority to determine specific application of the 
stamp tax law and not the Controller Gen, ral's Office. 

5. 	 Disbursements exceed the amounts budgeted and approved in the 
plan of action. 

Administration - 1988 component is in process of 
reprogrammi]ng. 

Restoration - 1987 reprogramming is already approved, thus, 

the recommendation is overcomed. 

AUDITOR' S IESPONSE 

Approvals for the training activities and the Electric System 
were obtained retro,ictively. 
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Dc RE STAURACION 
l~CO .II10 N ;tACIODE,A L AIRE"! 

S,A EAL A D0 f L A 	 L'.AOOP CCN OI RC 

de 1989.14 de septiembreSan Salvado:r, 

L6pcz Salgado y C().pdnla
 

PRESENTE
 

n de los reportes comprendidos
Esta Comision ha finalizado la revisi
6
 

entre las siguientes fechas:
 

I.- Basta Febrero de 1988. 

2.- Marzo a Suptiumbre 	 de 1988. 

COmif; 6 n contrato desde el ai-i recien 
Sobre el re,:,rte nu6.iro 	 I esta 

de analisis, ordenamien.rabajopasado, una; (,:::pdnqa que hiciera e 
1986.los -aovi'l:cintos efecttuados durante 

to y liq idaci 6n de tudos 1 

a compali a cntinua t rabajando y ent regara resul tados 
ActUalente, 
hasta en Octubre del corriente aho.
 

toda responsabilianterior dedicamosA: 	 igual que Ia Ad::,ini:.,raci Im 

dl)ie I S, p(r.0do.


dad sobre l aict 1 ),, 

per ;odo, en documento anexo hacemes Irs acla 
Con relacion a! .,.t'Jwd 

han sido superadas.que las observacionesraci:mes quet cvi d cn ci an 

con toda consideracion 
Sin otro particulJar , me dcspido de usted y

est ima.
 

, ' * . ' '" 

R::y_. DV Fli:c. ' DE(:OOKI;: v,'..:,(.;....RAL'¢ 

4r"1 " AI' 1 

... , .,t,'-J 'F? j 

t '' . ..... 1
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i - I 1AI Dt[r idru~nt'IuN I)1V'[i NIA5 

COSTOS CUESTIONABLES
 

RE 5 IAUAC I ON 

1.-	 Rtparac16ri de Cal]e, baicirda %.jeva, U'ituiut~n V 79,856.00. 

wirturri ,En 	 el carnbi o de la st ::;6n a riter riJ,,u irULha fuga de ducumentos 

pot lo que actualmente a~n se recupera la rrsrna informaci6n y se busca su 

Certi ficaci6n. 

2.-	 Admiinist:aci6n - Impuestos pagados e ancluidos en la compra de 1 vehiculo, 

extras pagadas en exceso hasta por V8,500.00 de las estipulaciores st6n-

dares estlpuiadas de la carta de lmplenentaci6n No. 50. 

El 	 vehi-culJ !, U1 76673, cun uc Iri ULit u 42145, fue cmnprau ,Hfj;i'Cr, rToir 

en plaza tal y curio l pei'mite el Irotructivo 1204. La comnpania Distri -

buidora d(- Autorr6vies carice]6 1os l,puctos c 5r ICt es a lC)Ipor impor

taci6n. aL 

Gobierno, CUNARA a su vez hara ]a solicitud del reintegro a la Direcci6n

de Aduanas.
 

3-	 Instalaciones no permarentes V 15,224.00 aCtualrente CONARA se encuenLra

en proceso de reprograracil6n del Plan de Acc16n ( rebporidiunLe. 

http:15,224.00
http:V8,500.00
http:79,856.00
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AI e:,,r ir R r 7o - .: z~. \1 0 r CT26t .koi~Qu i - i- 5 no e s r 

Ne- PFat,:e ~trL~reteCt~e scd'~~Qa d uia Conycnrt i 

t os L 1!nCUei~ ii btp~abr pcuru1 VCu*rco7~1 CC~fl 11-o iiowar 
d'ito conrok - OI Cb,) vtr C-Zavijcpewr.7 dal gvao Para lzoo -

.3-FaZJ;u d6 U". Gub>rca c Ccntml P?-~uctorario. 

0.Ot. eipbido aZ evcaoo porocnzal y a la acun-

r'u 2-51 t 'b-~'' 'c~ IT 'fr c'ru Cr~'lFri~u~ ~ro a 

±'~p~:' i',&.nAA X .Ccnro awo~bjdi '~~ L 

Olbr I ) 
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Oobi&0)S:~e 41,COI? Iov'r Qvviotrios OPOrtuiios 
Pc~r "'0 o~cro pvpcoiCf-o do V'aoto, 

At~oea h4an o ~ e , i ~ F d -~~( Vtlr f~ yo vr cv a) f 

! j C ~$ ( 1 ~~tj t "ca 13d Sj p ti ~ibr vp do 108 9. 

Falta 
va 8:6too~: yC~Ie ~ qutl O 'idaori, que too 

i -Oa~ ~r<~~ae~ do u~i/9"n
Pago qua 80 hizo eZQicUJ7&rrj rQ'(61 L~zl 1 Q0Clou9" a adztt.faooidn Ntor evider..01aO Pe:,b~dc en lo r~ o~:fhL-t 

A Cl L i Corranioaoionev
00 6 ei6'- & ."L"; 4, (Lyy- rz Lze ;) aif haber obtomnjd -

que t",. lot,~:' ; . . quet (,}bco8Za diaho mcmlto.. 

4.3. fa~zvo-Ioez do~ VLhfculvo 
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4.~. tlquletlr do eon~~Sa';r.r AnLa, 

L~4n; blowo00 con la oopi~a do lta 
~quic rwid. ~ p.;z ~ C'~'~o d(i Cu&ntO8 , Lie devil, quo 89 

8V' eX-itert iyJ(8cut~j~Para wj control de mobilia~.j0 Y unaeree, 

Obe"a"L uP&z. a ;a~ ;3gJha (Vol' dar~alZo de I vatw'jo Anexo). -

.- Lac.. ndnrnag veOl firnMT"aaB8 ;'aOaf-7jI por l~a adyiniarra-4f yi no pon r,,_P-iaaa.oa pur Lcj C(,rto ci? inta 

Enount aZ fuctv~p7iZ Odra Obujirvjcidn ha vido ouperada. go do a-i quadon fKrmaa, Loda an OQria. pet' lob red1)poaaleeo 

For otra pazrve, Za Corto ae' Cwmrnao er, eve per-odo no fungfa oono inter-.ven;&.r, ga qjtf Jew iu~ a Qperar havra el Z6 de Abril do 198.8 
(Vor nota unuxa). 

7.- La orrprobapiced de guerv ?,ue vitdn codifioucdca pox' uunta. 

At aswnir AiIp rnUQ1. (tal.7ij~P UmwId,, n;o ae cuii l~imma-do wiCt~lgde Cuynrau j'Ucaiyno .,- ud(-Cw.2C t4 CONAJPA, Pr tunco Oe anar ?00 

http:ud(-Cw.2C
http:P-iaaa.oa
http:mobilia~.j0
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H' a u C f-fioy qu retj din(r a Ia~j re-dd, aN 68al, Esto 

j lpu si e rcrl. 'vcjC'2 ir al rylia de opriXjnbre/88 

Falta do oo,-OJO1 dQV:z' ~.compi'a V Orneuma do cc'nzbuibto, 

So h.noe-v108 rti ~~il~i:CLni"'t doa !E -.BOsoia y Corn
prut Pr etu~'ii 

("i~2 

NO de 1,:~'o.~6 lu eupoero en prooeo. 

L<, labvr aW*(, a p '~ 6e.~ roa2i2ada por lao 

to at )L." ' r C ~" a6 dx'cu'l'-oct'.to 0vnc~oaao a .e

0 .rv2 .:,'a 41 olair-ae cicpoyo do Cor
1zo da C14Cr"r'..d 0 '-' l 'rWri(o ac sogJu'inv~nto(y Control. 

10.- N~o ;lubta eUi~ ~~ ~~ C lad pic ritlao do iCd Proycoto 1c0-
Oalori p)or '~c;CoAA 

a ii -; z~~a iya~crvar de ha r 

M~ -Glb L."yC ~ai.?dho ~ a,, .*'oh 4 do /bkiyo ac 1989. 

http:l'-oct'.to
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iQ11-LUOa COrW iirC8 no~u'~.0 proicnranw oportulaflLofte. 

~ L-I~WO ~ acla Colnii 4n 10 ro portunan~
ra. (Var nca 

A ic~~~ J; .i~uM(lliad oe~rd, p ,'Ljzvidiao j. auoriza

au8 had"ca L'',c1Q'b9, 
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,..~ ~T ~ i . 2~. ~ 4 e w* - e ro m m 

'~~~~~O ~i 6 r.,c o~ ue per 

3.- tjI.'90-do". jI~t'Lyb1d- Ou 1,I11 tJJiI(,.6 02 

(11 VUCi).QIL 

"/U' ~ k~ ~. 

Uv:lml.)7Iaiova no' )lj'rof remitidoe 

pel'o no pu:.c o.r oumnplida 

A ~!~i~j uz~ rao (4A.;)I4 i24jL7 btr 

-

to-

( 

S5e uatu.! l,dei . Q',,Vu. 4(,d v.uenr-a abir't<-a con~aal
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dos mini.imoa ;wldta tc:c'r Za ~ 'cl d e todoo los roin;tgca ya catdr, 

re'O2c2oi . ',r noc.a dc (ZA .2 i?; rci ;ctiva yi -cotience dc

c7.lerre de7 ieas 

4.-	 No r~tuvo cl iv'pusa- del e~e pc'ge a proveedoecs.se 	 sobi-

Se cur~pie con la ir:oacic~r, por-':4c las facturas se t&'mbran, o tienen 

el seilo de rt'2rnbre "~cd.£i Cl: iposic-0nCs de la Corte de Cuenr 

tas de Z~:ra e 2. .iSt. (Ver ?;ozaLi':i~' 	 c; 

5.-	 Dcsernbolsosea cc"de on Los "o,.tospcuisas y aprebados en los Pla

nea deAcY. 

En trd}iie de ecaboiucidln la Ferg&nai de Ad,7initracidn188. 

ba amir .: rLn~,etd cs- a . :,obuda y per tante 814pe

rada la obexdcidn en date. 



APPENDIX III
 

REPORT DISTRIBUTION 
No, of Cois 

Director, USAID/El Salvador 5 

U.S. Ambassador to El Salvadcr 1
 

AA/LAC 2
 

LAC/CAP/EN 1
 

AA/M 2
 

Cc 1
 

LAC/CONT 1 

LAC/DP 1 

LAC/DR 1 

LAC/GC 1 

RLA 1
 

AA/PFM 2
 

P FM/FN/FP 2 

AA/XA 2
 

LEG 1
 

XA/PR 1
 

PPC/CDIE 3
 

IG 1
 

AIG/A 1
 

IG/PPO 2
 

IG/LC 1
 

IG/RM/C&R 12
 

IG/I 1 

IG/I/T 1 

Other RIG/As 1 


