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MEMORANDUM 

TO: D/USAID/El Salvador, John Sanbrailo 

FROM: RIG/A/T, Reginald Howard 

SUBJECT: Audit of USAIDIEI Salvador's Health and Jobs for Displaced Families 
Project, Managed by World Relief, July 1, 1988 to February 28, 1990 

This report presents the results of a fmancial audit of the Health and Jobs for Displaced 
Families Project (Project), USAIDIE1 Salvador Project No. 519-0281, managed by World 
Relief, for the period July 1, 1988 to February 28, 1990. The accounting firm of KPMG 
Peat Marwick prepared the report dated March 3 1, 1992. 

On July 25, 1985 USAID/El Salvador and World Relief signed Cooperative Agreement 
No. 5 19-0281 -A-00-5388-00 to fund the Project. The Agreement, as amended, provided 
for a total of $9,276,134 through the February 28, 1990 completion date of the Project. 
The Project's purpose was to resettle at least 1,440 Salvadorans displaced by the civil 
war and to assist them in becoming fmancially self-sufficient. The audit coverage 
included A.I.D. funds of $3.5 million provided to World Relief under the Project during 
the audit period. 

The objectives of the audit were to determine whether: (1) World Relief's fund 
accountability statement presents fairly, in all material respects, the fmancial activities 
under the Project during the period audited, (2) World Reliefs internal control structure 
was adequate to ensure appropriate control over Project activities, and (3) World Relief 
had complied, in all material respects, with the terms of the Cooperative Agreement and 
applicable laws and regulations. The audit scope included an examination of World 
Relief activities and transactions to the extent considered necessary to issue a report 
thereon for the period under audit. 

World Relief was unable to provide the auditors with adequate documentation to support 
the delivery of basic grains to the beneficiaries of the Project. Furthermore in a special 
report dated September 2, 1991, the auditors disclosed significant problems identified in 
the period under audit. Because of these scope limitations the auditors were unable to 
render an opinion on the Project's fund accountability statement. In addition, the 



auditors questioned $1,062,671 of funding provided to World Relief by USAIDIEI 
Salvador during the audit period. 

With respect to World Relief's internal control structure, the auditors identified seven 
material weaknesses. These weaknesses concerned an inadequate procurement system 
and a lack of accounting procedures that properly support expenditures and effectively 
manage cash. 

In its review of World Relief's compliance with Agreement tenns and applicable laws 
and regulations, KPMG identified seven instances of material noncompliance concerning 
procurement, travel and transportation, and noncompliance with Government of El 
Salvador tax laws. 

The report was discussed with World Relief management officials and they provided 
written comments which the auditors considered in preparing the final report. World 
Relief management generally disagreed with the report's contents. World Relief's 
comments are presented in their entirety as an annex to the report. 

Since the Project has ended and, according to Mission officials, USAIDIEI Salvador has 
no existing agreements with World Relief, we are not including the auditors' 
recommendations related to internal controls and compliance in the Office of the 
Inspector General's recommendation follow-up system. However, in considering any 
future projects with World Relief, we strongly recommend that USAIDIEl Salvador 
management obtain assurance, as a part of the evaluation process, that these problems 
have been corrected prior to the release of A.I.D. funds. 

We are including the following recommendation in the Office of the Inspector General's 
audit recommendation follow-up system: 

Recommendation No. 1 

We recommend that USAIDIEI Salvador resolve the questionable costs of $1,062,671 
($11,647 questioned and $1,051,024 unsupported) identified in the KPMG audit 
report dated March 31, 1992, and recover from World Relief all amounts 
determined to be unallowable. 

This final audit report is being transmitted to you for your action. Please advise this 
office within 30 days of actions planned or taken to resolve and close the 
recommendations. 
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KPMG Peat Marwick 
Peat, Marwick, Mitchell & Co. (Latin America), S. A. 

Ave. O l imp ica  3324 Apar tado Postal 1276 
San Salvador San Salvador 

E l  Salvador El Salvador 

March 3 1, 1992 

Telbfonos: 249963 24-1 351 
Telex 20768 Ver i ta tem 

Telefax (503) 236081 

Mr.Reginald Howard 
Regional Inspector General for Audit 
Agency for International Development 
Tegucigalpa, Honduras 

Dear Mr. Howard: 

This report presents the results of our audit of the Health and Jobs for Displaced 
Families Project, USAIDE1 Salvador Project No. 519-0281, managed by World 
Relief in El Salvador, for the period from July 1, 1988 through February 28, 
1990. 

BACKGROUND 

On July 25, 1985, World Relief in El Salvador signed Cooperative Agreement 
No.519-0281-A-00-5388-00 for US$1,061,335 with the U. S. Agency for  
International Development in El Salvador (USAIDEI Salvador) to fund the 
Health and Jobs for Displaced Families Project, USAIDEI Salvador Project No. 
5 19-028 1, from July 1, 1985 through September 10, 1987. Through subsequent 
amendments the completion date of the project was extended to February 28, 
1990 and the agreement amount was increased to US$9,276,134. The audited 
funds for the period from July 1, 1988 through February 28,1990 amount to the 
quantity of $20,349,734 (equivalent to US$3,496,000). 

The project's purpose was to resettle at least 1,440 Salvadorans displaced by th.= 
civil war and to assist them in becoming financially self-sufficient. This was 
accomplished by identifying displaced families for resettlement, locating and 
purchasing land for new communities, and returning the displaced persons to 
minimum living standards. 

F~r rna  rniernbro de 
Klvnveld Peal Marwick Goerdeler 



The project had two major components: 

a) Displaced Persons. Since the project was initiated, it accomplished the 
resettlement of displaced fanlilies in three communities. It currently focuses 
on the resettlement of families in new areas or in their homes of origin and 
helped these families to become financially self-sufficient. 

b) Basic Grains. World Relief purchased agricultural materials to help 
resettled families plant their own crops and become productive again. 

World Relief in El Salvador is a branch of World Relief Corporation in 
Wheaton, Illinois, a religious nonprofit organization founded on February 6, 
1964. Its main objectives are to: 

Provide emergency relief and rehabilitation. 

Promote self-help development through training, technical assistance, and 
funding projects. 

Initiate and implement refugee assistance programs and resettlement of 
refugees at home and abroad. 

Provide aid and assistance programs for health, housing, education and food. 

In order to attain these objectives, World Relief obtains external funds in 
cooperation with governmental institutions and other humanitarian organizations. 

AUDIT 0B.IECTIVES AND SCOPE 

The overall objective of the examination was to perform a financial audit of the 
fund accountability statement of the Health and Jobs for Displaced Families 
Project, USAID/El Salvador Project No. 5 19-028 1, managed by World Relief, 
for the period froin July 1, 1988 througli February 28, 1990. 



Our audit was performed in accordance with generally accepted auditing 
standards and the United States Comptroller General's "Government Auditing 
Standards" (1988 Revision), and consequently, included the examination of 
accounting records and other auditing procedures which we considered necessary 
in the circumstances to determine whether: 

The fund accountability statement for the project fairly presents in all 
material aspects the project's receipts and expenditures in accordance with 
the terms of the agreement, for the period from July 1, 1988 to February 
28,1990. 

World Reliefs internal coiltrol structure was adequate for USAIDIEl 
Salvador purposes; 

World Relief complied with agreement terms and applicable laws and 
regulations; and 

The revised financial statements prepared by World Relief for the period 
from July 1, 1985 to June 30, 1988, reconcile with World Reliefs 
accounting records, and USAID/El Salvador information and adjustments, if 
any, are reasonable and duly supported. 

The scope of the work consisted of .the following: 

Fund Accountabilitv Statement of the Project 

To perform an examinatioil of the fund accountability statement of the 
program prepared by the recipient from July 1, 1988 to February 28, 1990, 
including among others, the following matters: 

a. To detern~ine whether costs incurred in carrying out the purpose of the 
project were reasonable, allocable and allowable in accordance with the 
agreement, the standard provisions, and negotiated advance 
understandings on a particular cost or item, as appicable. 



b. To identify any costs not considered appropriate for reimbursement 
under the agreement or not properly supported. 

c. To review salary charges to determine whether (a) salary rates were in 
accordance with those approved by USAIDES; (b) salaries were 
supported by time records; and (c) salaries included consultant fees, 
lump-sum leave payments, post differential compensation to U.S. and 
Third Country Nationals, overtime premium, and fringe benefits, as 
applicable. 

d. To determine if any required matching funds and technical assistance 
were obtained opportunely, according to agreements and to the project 
needs. 

e. To evaluate, in general terms, the reasonableness and timeliness of 
information reported by World Relief to USAIDES. 

f .  To reconcile the grant funds recorded in the recipients' records with 
those confirmed as disbursed by USAIDES. 

g. To determine whether the overhead charged to the project was in 
accordance with the agreement. 

h. To determine that no indirect costs, other than the overhead established 
in the agreement, were charged to the project. 

Internal Control Structure 

The evaluation of internal control structure included the following relevant 
matters: 

a. An evaluation whether the recommendations contained in the audit 
report No. 1-5 19-90- 1 1 -N corresponding from period July 1, 1985 
through June 30, 1988 were implemented. 



b. An evaluation of the procurenlent system, in order to determine, if the 
material, supplies, and services were purchased according to the 
USAIDES procurement regulations. 

c. An evaluation of warehouse controls over materials. and supplies 
including shipping and receiving procedures. 

d. A review and evaluation to see if World Relief had adequate controls on 
the use of vehicles, spare parts, fuel and lubricants. 

e. An evaluation of the adequacy of the recipient's control over USAID/ES 
furnished equipment by determining whether (a) a record was 
maintained on each piece of equipment showing the identification 
number, location, date of purchase, and cost; (b) equipment records 
were periodically reconciled to the general ledger zquipment account; 
(c) periodic physical inventories were taken of the equipment; and (d) 
items of equipment were tagged in some manner so that they can be 
readily identified as being USAIDES furnished. 

f.  An evaluation of whether the Institution established procedures that 
control and evidence the delivery of goods and services to the project 
beneficiaries. 

g. An evaluation to see if World Relief adequately monitored and 
supervised the program inlplernentation progress of the project to the 
extent required by the agreement. 

h. An evaluation of whether the accoirnting system in place was adequate to 
record project transactions. 



Com~liance wit11 Agreement Terms and Applicable Laws and Regulations 

To determine whether World Relief complied with applicable terms and 
conditions of the grant agreement, implementation letters, amendments, 
contracts, applicable laws and regulations, as follows: 

a. To detennine if f~inds provided under the agreement were expended for 
purposes not a~~thor ized or not in accordance with the terms of the 
agreement. 

b. Review contracts and subcontracts between World Relief and third 
parties, if any. Eac11 of these contracts should contain a provision stating 
how the allowability of costs will be determined. Allowable or 
unallowable costs may be listed in the document itself or incorporated 
by reference to the standard provision entitled, "Procurement of Goods 
and Services". 

c. Explain any failure to submit required reports or the submission of any 
inaccurate financial reports, making appropriate recommendations to 
correct these conditions. 

d. Determine other areas where there may be noncompliance with the 
agreements or  standard provision that 11ad a significant detrimental 
effect on program progress or achievement and program objectives or 
goals, making appropriate recommendations to correct these conditions. 

e. Perform such other tests as deemed necessary to issue an auditor's 
opinion on the project's fund accountability statement, internal control 
structure and compliance with appiicable laws, regulations, and 
agreement terms. 



Revised Financial Statements 

a. Determine whether the revised financial statements prepared by World 
Relief, for the period from July 1, 1985 to June 30, 1988 were 
reconciled with the accounting records, the reports submitted to A.I.D., 
and with A.I.D. information. 

b. Review whether the adjustments, if any, were reasonable, and allowable 
when applicable, fully documented, and approved by responsible 
officials. 

RESULTS OF AUDTT 

Fund Accountabilitv Statement 

Because of limitations in the scope of our examination due to the lack of adequate 
documentation that supports the delivery of basic grains to the beneficiaries of 
the project for $4,177,363 (equivalent to US$718,000) and questionable costs in 
the amount of $2,009,608 ( ~ 1 ~ 9 4  1,53 1 equivalent to US$333,024 in unsupported 
costs and $68,077 equivalent to US$11,647 in questioned costs) we are unable to 
express, and we do not express an opinion on the fund accountability statement of 
the Health and Jobs for Displaced Families Project, USAIDE1 Salvador Project 
No. 5 19-0281, managed by World Relief for the period from July 1, 1988 to 
February 28, 1990. 

Internal Control Structure 

Our study and evaluation of the internal control structure established for the 
Health and Jobs for Displaced Families Project managed by World Relief 
revealed the reportable conditions described below. We believe that reportable 
conditions Nos. 1 to 7 are material weaknesses that result in more than a 
relatively low risk that errors or irregularities in amounts that would be material 
in relation to the fund acco~intability statement may occur and not be detected 
within a timely period. The reportable conditions are the following: 



1) Inadequate supporting documentation for delivery of basic grains to 
beneficiaries. 

2 )  There was lack of evidence that p~~rchases  of goods and services were 
delivered to project beneficiaries. 

3) Disbursements are not supported by their respective documentation. 

4) Lack of price q~iotations from suppliers of goods and services. 

5 )  There was lack of evidence that goods were received by World Relief. 

6 )  Checks cashed by World Relief employees. 

7) Checks endorsed by persons other than the payee. 

Com~liance with Agreement - Ternls and Applicable Laws and Regulations 

The scope limitations described in the report on the fund accountability statement, 
the material internal control weaknesses noted in our report on the internal 
control structure, and the findings described below prevent us from expressing 
and we do not express, a positive assurance on the entries examined for 
compliance with the agreement t e ~ m s  and applicable laws and regulations, or a 
negative assurance on the entries not examined. 

1) Purchases were not in compliance with the agreement terms 

2) Purchases were incurred without written approval from A.I.D. 

3) International air travel and transportation expenses were incurred without 

written approval from A.I.D. and inadequate supporting documentation 

4) Payroll documents lacked tax stamps 



5) Income tax was not withheld on danger pay 

6) Non compliance with fiscal requirements 

7) Labor contracts are not signed by the organization representative 

MANAGEMENT COMMENTS 

A copy of this report was provided to World Relief and A. I. D. and discussed 
with them on Feblvary 25, 1992. World Relief prepared written comments 
included as Annex I. Based upon World Relief comments we made appropriate 
modifications to this final report. 



KPMG Peat Marwick 
Peat, Marwick, Mitchell & Co. (Latin America), S. A. 

Ave. 01 Irnpica 3324  
San Salvador 

El Salvador 

Apartado Postal 1276  

San Salvador 
El Salvador 

TelBfonos: 2 4 0 9 6 3  24-1 3 5 1  

Telex 2 0 7 6 8  Veritatern 
Telefax 1503) 236081 

AUDIT OF TyE 
HEALTH AND JOBS FOB 

DISPLACED FAMILIES PRO.TECT 
USAIDIEL SALVADOR'S PROJJCT NO. 519-0281 

&IAN Y W  R D R E  THE ERIOD .JULY 
1. 1988 THROUGH FEBRUARY 28. 199Q 

We were ellgaged to audit the accompanying fund accountability statement of the 
Health and Jobs for Displaced Families Project, USAID/El Salvador Project No. 
519-0281, managed by World Relief for the period from July 1, 1988 to 
February 28, 1990. The fund accountability statement is the responsibility of 
World Reliefs management. 

As described in Note 1, the fund accountability statement was prepared on the 
basis of cash receipts and disbursements, which is a comprehensive basis of 
accounting other than generally accepted accounting principles. 

Due to the inadequate documentation supporting the delivery of basic grains to 
the beneficiaries of the project for an amount of $4,177,363 (equivalent to 
US$718,000), we were not able to verify that such beneficiaries received the 
basic grains (See finding N V  of our report on the internal control structure). 

As mentioned in Note 5 to the fund accountability statement, we identified certain 
transactions in the amount of $2,009,608 ($1,94 1,53 1 equivalent to US$333,024 
in unsupported costs and $68,077 equivalent to US$11,647 in questioned costs), 
which are considered to be questionable costs due to insufficient documentation 
or because they were not in compliance with agreement terms. 

Flrme mlembro de 
Klvnveld Peal Mawick Goerdeler 



Because of the matters described in paragraphs three to four above, the scope of 
our work was not sufficient to enable us to express, and we do not express an 
opinion on the fund accountability statement of the Health and Jobs for Displaced 
Families Project, US AIDE1 Salvador Project No. 5 19-028 1, managed by World 
Relief for the period July 1, 1988 to February 28, 1990. 

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

September 30, 1990, with the exception of note 6 of the fund accountability 
statement ernrnited September 30, 1991. 



AUDIT OF THE 
HEALTH AND .TORS FOR 

DISP1,ACED FAMTLIES PRO.1ECT 
USAIDIEI, SA1,VAI)OR'S PRO.IECT No. 519-0281 
1 

JUI,Y 1. 1988 THROUGH FEBRUARY 28, 1990 

FUND ACCOUNTABILITY STATEMENT 

(Expressed in salvadorean colones - Note 7) 

Proicct Ouestionablc Costs 
Total Proiect Proicct Adjustments Actwdl (2/1/88 to 2/28/90) 

Bud~ct Exccut ion at June 30, Exccution Total for fxlla 
(7/25/85 to 2/28/90) J7/1 I85 to 61301881 1988 (711 188 to 2/28/90) J ~ C  mriod Ouesrioned Unsupported 

INCOME (Note 4) 
Funds provided by 
USAIDIEI Salvador $ 46,380.67 1 24.014.3 14 1 .I 89.546 19.542.746 44 -746.606 

DISBURSEMENTS (Note 4) 

Personnel 7,273,855 2,786,557 69,235 4,4 18,551 7,274,343 26,428 (e) 

Operational expenses 5,463,300 2,298,480 (117,104) 2,603,913 4,785,289 36,727 (i j,k) 55,332 (f,g,h) 

Project expenses 26,403,060 15,176,186 15,803 9,903,701 25,095,690 3 1,350 (l,m,n) 6,037,134 (a,b,c,d) 

Contingency costs 822,136 458,269 (16,757) 113,748 555,260 

Indirect costs 6.4 18.320 2.660.176 1 .015.665 3.309.821 6.985.662 

Total disbursements $ 46,380,671 $ 23,379,668 G 966,842 G 20,349,734 $ 44,696,244 $ 68,077 $ 6,118,894 

Outstanding balance $ 634,646 222,704 (806,988) 50,362 

See notes accon~panying fund accountability statement, 



AUDIT OF THE 
HEALTH AND .TORS FOR 

DISP1,ACED FAMILIES PRO.1ECT 
USAIDIEL SALVADOR'S PRO.JECT NO. 519-0281 

MANAGED BY WORLD RELIEF IN EL SALVADOR, FOR THE 
PERIOD ,IULY 1 ,  1988 THROUGH FEBRUARY 28, 1990 

NOTES TO THR FUND ACCOUNTABILITY STATEMENT 

Note 1 - Summarv of Accountillc Policies 

The significant accounting practices and policies followed by World Relief are as 
summarized below : 

Accounting Basis - The fund accountability statement of the project was prepared 
on the basis of cash receipts and disbul-sements in which certain revenues and the 
related assets are recognized when received rather when earned and certain 
expenditures are recognized when paid rather when the obligation is incurred. 
Therefore, the fund accoui~tability statement does not present the financial 
information in accordance with generally accepted accounting principles. 

Accounting Period - The income and expenditures included in the fund 
accountability statement cover the period from July 1, 1988 to February 28, 
1990. 

Note 2 - The Cooperative Grant ASI-eement 

On July 25, 1985, World Relief in El Salvador signed Cooperative Grant 
Agreement No. 519-0281 -A-00-5388-00 for US$1,061,335 with the U.S. Agency 
for International Developnlent in El Salvador (USAID/El Salvador) to fund the 
Health and Jobs for Displaced Fa~nilies Project, USAID/El Salvador Project No. 
519-0281. The original amount of the agreement was increased up to the amount 
of US$9,276,134 



The project's purpose was to resettle at least 1,440 Salvadorans displaced by the 
civil war and to assist them in becoming financially self-sufficient. This was 
accomplished by identifying displaced families for resettlement, locating and 
purchasing land for new comn~unities, and returning the displaced persons to 
minimum living standards. 

Note 3 -Eauipment and Materials 

According to the terms of the agreement, at the finalization of the project, the 
equipment and materials acquired with project funds should be distributed among 
other displaced family projects managed by other institutions. 

The disposition of World Relief assets was be done in accordance with these 
terms. 

Note 4 - Financial Tnforrnation 

Disbursements 

The following is an expense recoilciliation for the period July 1, 1985, to 
February 28, 1990. 

July 1, 1985 LO 

Junc 30, 1988 
According to 
Audit Rcnorl 

Opcntional cspcnscs 2,208,480 

Project cxpcnscs 15,176,186 

Contingency costs 156,269 

Indirect costs 2.660.176 

Total 23,379,668 

A(ijustmcn1s 
at Junc 30, 
1988 

July 1, 1988 
LO Fcbruary 28, Total for 

1990 Jhe neriod 



According to the records of USAIDE1 Salvador, total expenses for the period 
amount to $44,638,167. There is a difference of $58,077 between USAIDE1 
Salvador and World Reliefs records. 

Incomes 

The following is an income reconciliation for the period July 1, 1985 to February 
28, 1990. 

July 1,  1985 to 
June 30, 1988 Adjustments July 1, 1988 
According to at June 30, to February 28, Total for 
Audit Re~oxl E m ,  22?!2 a 

Funds Provided 
by USAIDE1 Salvador e 24,014,314 1,189,546 19,542,746 44,746,606 

According to the records of USAIDE1 Salvador, total incomes for the period 
amount to $44,638,167. There is a difference of $108,439 between USAIDE1 
Salvador and World Relief's records, which is the result of exchange rate 
fluctuations 

Note 5 - Questionable Costs 

A summary of questionable costs identified during the audit is detailed below. 

U n s u ~ ~ o r t e d  Cost: 

a) Inadeauate Supporting Documentation for Deliverv of Basic Grains to 
Beneficiaries. 

We could not obtain written documentations assuring that the total of basic 
grains purchased were distributed to the respective beneficiaries. (See 
finding No.1 on the report on internal control structure). 

$ 4,177,363 



b) Purchases were Split to Avoid the Arrreement Requirement for AID 
Approval 

As evidenced by multiple purchases from the same supplier on the same day 
purchases above $25,000 (US$5,000) were broken down to avoid the 
requirement to obtain AID appl.ova1. Some of these purchases were made at 
prices higher than those quoted in the market. 

(See finding N" of the I-epol-t on con~pliance with agreement terms and 
applicable laws and regulations). 

c )  There was Lack of Evidence that Purchases of Goods and Services were 
Delivered to Project Beneficiaries 

Additionally, the majority of these purchases were split to avoid AID 
approval. (See finding No.2 on the report on the internal control structure). 

Purchases Without Evidence the Products Were Received by World Relief 

There is no evidence that the products paid for were actually received by 
World Relief employees. (See finding No.5 on the report on internal control 
structure). 

q! 46,001 

Total Unsuppor-ted Costs-Project Expenses q! 6,037,134 



PERSONNEL 

e) International Air Travel and Transportation Expenses Without Written 
A~prova l  from A.T.D. and Inadequate S~ t~por t ing  Documentation 

Some disbursements for travel expenses were not supported by invoices or 
any other d o c u n ~ e n t a t i o ~ ~  as proof that the expenses were incurred. 
Additionally, written approval was not obtained from A.I.D. (See finding 
No.3 on the report 011 compliance with agreement terms and applicable laws 
and regulations). 

$ 26,428 

Total Unsupported Costs - Personnel $ 26,428 

OPERATIONAL EXPENSES 

f )  Disburseme11 ts are not srtppoi-1 ed by their respective documentation 

Some payments are not supported by their respective documentation (See 
finding No.3 on the report on internal control structure) 

g)  Purchases Without Evidence the Products were Received bv World Relief 

There is no evidence that the products paid for were actually received by 
World Relief employees (See finding No.5 on the report on internal control 
structure). 



h) Purchases were Incurred Without Written Approval from A.T.D. 

Some purchases exceeding US$5,000 and US$2,000 which were not 
approved in writing by A.I.D. 

(See finding Ng 2 of .the report 011 con~pliance with agreement terms and 
applicable laws and regulations). 

!2 41,651 

Total Unsupported Costs - Operational Expenses G 55,332 

Total Unsupported Costs 6,118,894 

Ouestioned Cost$: 

OPERATIONAL EXPENSES 

Checks Endorsed by Pel-sons other than tlie Pavee. 

The signature of the beneficiary appearing on the invoice and/or the receipt 
differs from that on the backside of the check. (See finding No.7 on the 
report on internal contl-01 str~1ct~11.e). 

35,057 

j) Checks Caslied by World Relief Emplovees 

Some checks were cashed by World Relief en~ployees. (See finding No.6 on 
the report on inte~-nal control structure) 

1,670 

Total Questioned Costs - Operational Expenses 36,727 



PROJECT EXPENSES 

k) Checks Endorsed by Persons other than .the Payee 

The signature of the beneficiary appearing on the invoice and/or the receipts 
differs from that on the backside of the check. (See finding No. 7 on the 
report on internal control structure) 

$ 13,750 

1) Checks Cashed by World Relief Employees 

Some checks were cashed by World Relief employees (See finding No. 6 on 
the report on internal control structure) 

$ 17,600 

Total Questioned Costs - Project Expenses $ 31,350 

Total questioned costs $ 68,077 

Note 6. - Subsequent Events 

The audit work was completed on September 30, 1990. Due to differences 
between the disbursements recorded by USAID/El Salvador and those recorded 
by the Institution at February 28, 1990, it was necessary to reconcile them. The 
reconciliation was performed during the period from March to September, 199 1. 



Note 7 - Monetarv Unit ancl Escl1ant.e Svstem 

The fund acco~tntability statement of the project is expressed in Salvadorean 
colones ($) the currency of El Salvador. 

By agreement JM-18/89 of July 1 1, 1989 the Monetary Board of El Salvador 
adopted exchanging measures, applicable since July 25, 1989 for both foreign 
exchange markets officially recognized; the fixed exchange market and the 
banking market. In the first: one the exchange is kept in $5.00 colones for 
US$1.00 and in the second one. the exchange is flexible and should reflect the 
conditions of supply and demand of foreign exchange of that market. As of 
February 28, 1990 the a c t ~ ~ a l  excll;\nge rate in the banking market is $6.50 for 
US$l .oo. 
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AUDIT OF THF, 
HEALTH AND JOBS FOR 

IECT 
YSqU)/EId SALVADOR'S PROJECT NO. 519-0281 

MANAGED BY WORLD RELIEF IN EL SALVADOR. FOR THE PERIOD JULY 
.I. 1988 THROUGH FEBRUARY 28. 199Q 

TERNAL CONTROL STRUCTURE 

INDEPENDENT AUDITORS' REPORT 

We were engaged to audit the fund accountability statement of the Health and Jobs 
for Displaced Families Project, USAIDIEl Salvador Project No. 5 19-028 1, 
managed by World Relief for the period from July 1, 1988 to February 28, 1990, 
and have issued our report dated September 30, 1990, in which we disclaimed 
our opinion. 

In planning and performing our audit of the fund accountability statement for the 
Health and Jobs for Displaced Families Project (the Project), we considered their 
internal control structure to determine our auditing procedures for the purpose 
of expressing our opinion on the fund accountability statement and not to provide 
assurance on the internal control structure. 

The management of World Relief is responsible for establishing and maintaining 
an adequate internal control structure. In fullfilling this responsibility, estimates 
and judgments by management are required to assess the related expected benefits 
and related costs of internal control structure policies and procedures. The 
objectives of an internal control structure are to provide management with 
reasonable, but not absolute, assurance that assets are safeguarded against loss 
from unauthorized use or disposition, and that transactions are executed in 
accordance with management's authorizations and recorded properly to permit 
the preparation of the fund accountability statement in accordance with generally 
accepted accounting principles or any other comprehensive accounting base. 
Because of inherent limitations in any internal control structure, errors or 
irregularities may nevertheless occur and not be detected. 

2 1 
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Also, projection of any evaluation of the structure to future periods is subject to 
the risk that procedures may become inadequate because of changes in conditions 
or that the effectiveness of the design and operation of policies and procedures 
may deteriorate. 

For the purposes of this report, we have classified and evaluated the significant 
internal control structure policies and procedures in the following categories: 

- Cash receipts 
- Cash disbursements 
- Payroll 
- Inventory control 
- Purchasing and receiving 

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

We noted certain matters as described in findings No.1 to 7 attached, which 
involve the internal control structure and its operation, that we considered 
reportable conditions under standards established by the American Institute of 
Certified Public Accountants. Reportable conditions involve matters coming to 
our attention relating to significant deficiencies in the design or operation of the 
internal control structure that, in our judgment, could adversely affect the entity's 
ability to record, process, summarize, and report financial data consistent with 
the assertions of management in the fund accountability statement. 

A material weakness is a reportable condition in which the design or operation of 
the specific internal control structure elements does not reduce to a relatively low 
level the risk that errors or irregularities in amounts that would be material in 
relation to the fund accountability statement being audited may occur and not be 
detected within a timely period by employees in the normal course of performing 
their assigned functions. 



Our consideration of the internal control structure would not necessarily disclose 
all matters in the internal control structure that might be reportable conditions 
and, accordingly, would not necessarily disclose all reportable conditions that are 
also considered to be material weaknesses as defined above. We believe that the 
conditions described in the accompanying findings Nos. 1 to 7 are material 
weaknesses. 

We also noted other matters involving the internal control structure and its 
operation that we have reported to the management of World Relief in a separate 
letter dated March 27, 1992. 

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

September 30, 1990, with the exception of note 6 of the fund accountability 
statement ernmited September 30, 1991. 



AUDIT OF THE 
HEALTH AND JOBS FOR 

DISPLACED FAMILIES PRO.TECT 
USAIDIEL SALVADOR'S PRO.TECT NO. 519-0281 

MANAGED BY WORLD RELIEF IN EL SALVADOR, FOR THE 
PERIOD .JULY 1. 1988 THROUGH FEBRUARY 28. 199Q 

REPORT ON THE INTERNAL CONTROL STRUCTURE 

FINDINGS 

1) Inadequate Supporting Documentation for Deliverv of Basic Grains to 
Beneficiaries 

Condition 

During our examination we could not obtain written documentation assuring 
that the total of basic grains purchased for $4,177,363 were distributed to the 
respective beneficiaries. 

The situations that did not allow us to conclude on the adequate distribution 
of basic grains were the following: 

a) The majority of documents supporting the issue to beneficiaries 
correspond to notices over the suspension of the benefits of the project, 
not supporting consequently the amount and type of product delivered 
by World Relief. 

b) Shipments of agricultural packages are supported by cards which 
contain products different from those authorized for each agricultural 
package. 

c) Shipments of agricultural packages are not totally supported with 
documents that give evidence of having delivered the products to the 
beneficiaries of the project. 



A detail of the shipments to which we refer to, are .the following: 

DEPARTMENT COMMUNITr' SHIPMENTS N' 

Cuscatldn Suchitoto 

La Paz Santa Ernilia 5 85 

d) Cards that support the delivery of products are not signed in 
acknowledgement of receipt by the beneficiaries. 

A detail of the shipments where we detected some of these cards are the 
following: 

COMMUNITY 

Hacienda Bolivar 

SHIPMENT 

e) Some of the cards for delivery of products that support the following 
shipments have been altered. 

COMMUNTY TYPE OF CROP SHIPMENT N" 

El Tabldn 

El Portillo 

Sesame 

Red Bean 

Furthermore and with respect to the delivery of basic grains handled by 
"CONADES" ,"F6 y Trabajo", "Comitk Internacional de Rescate" y 
Fedecrkdito" , we could not verify if .the persons that acknowledged receipt 
by signing the shipment forms are those authorized by the institutions 
mentioned.( See note 5a to the fund accountability statement). 



On the other hand, CONADES confirmed not having received agricultural 
goods from World Relief during the period July 1, 1988 to February 28, 
1990. 

Criteria 

An adequate internal control structure should include procedures that 
evidence in writting that goods and services purchased are received by 
project beneficiaries as intended. 

Cause 

World Relief, did not establish the procedures necesary to track and 
document the distribution of basic grains. 

Effect 

It was not feasible to verify whether all basic grains acquired with project 
funds were actually received by the project beneficiaries. 

Recommendations 

World Relief should: 

a) Implement control procedures to ensure that the distribution of basic 
grains to the project's benefiaries is adecuately documented. 

b) Provide supporting documents giving adequate evidence of the delivery 
of basic grains for @4,177,363 (equivalent to US$718,000 in 
unsupported costs) to the beneficiaries of the project. 

2) There was Lack of Evidence that Purchases of Goods and Services were 
Delivered to Proiect Beneficiaries 

Condition 

World Relief does not have adequate and sufficient documentation that 
supports if all goods and services acquired with project funds were delivered 
to the respective beneficiaries. (See note 5c to the fund accountability 
statement). 



The cases found are the following: 

Check NQ - Date 

4489 July 21, 1988 

4399 July 8, 1988 

4400 July 8, 1988 

4401 , July 8, 1988 

0662 December 14, 1988 

0131 September 1, 1988 

0132 September 1,1988 

0023 August 19,1988 

0027 August 12, 1988 

4466 July 21, 1988 

4469 July 21, 1988 

4470 July 21, 1988 

447 1 July 21, 1988 

703 December 22, 1988 

680 December14,1988 , 

4364 July 1, 1988 

4365 July 1, 1988 

4366 July 1, 1988 

0128 September 1,1988 

0129 September 1, 1988 

44.15 July 8, 1988 

44.16 July 8, 1988 

44.17 July 8, 1988 

4402 July 8, 1988 

Beneficiary 

CECOSA de C. V. 

Adriin Vidal 

Adrih Vidal 

Adriin Vidal 

Almacenes Surissa 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

Cecosa de C. V. 

Cecosa de C. V. 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

Amount 

@ 8,280 

20,000 

20,000 

20,000 

20,525 

22,100 

23,400 

12,060 

22,750 

17,405 

17,550 

16,575 

1 8,090 

19,228 

17,480 

17,550 

16,575 

1 8,090 

22,100 

23,400 

17,550 

16,575 

1 8,090 

17,550 



Check NQ 

4405 

44.1 0 

4359 

4360 

4362 

4363 

4462 

4463 

4455 

4456 

1975 

2118 

July 8, 1988 

July 8, 1988 

July 1, 1988 

July 1, 1988 

July 1, 1988 

July 1, 1988 

July 21, 1988 

July 21, 1988 

July 21, 1988 

July 21, 1988 

October 9, 1989 

November 10, 1989 

Beneficiarv 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

Fahio Chhvez 

Alrnacenes Surissa 

Amount 

$ 16,575 

1 8,090 

12,710 

22,100 

12,710 

22,100 

9,045 

17,063 

9,045 

17,063 

24,096 

1 1.774 

$ 635,294 

Each one of these construction material purchases belong to specific projects. 

Criteria 

An  adequate internal control structure should include procedures that ensure 
that goods and services purchased are received by project beneficiaries as 
intended. 

Cause 

World Relief did not establish the procedures necessary to track and 
document the distribution of the goods and services. 

Effect 

It was not feasible to verify whether all the goods and services acquired with 
project funds were actually received by the project beneficiaries 



Recommendation 

World Relief should provide adequate and sufficient documentation to 
support that goods and services for $635,294 (equivalent to US$108,970 in 
unsupported costs) acquired with project funds were delivered to the 
intended beneficiaries. 

Disbursements are not Supported by their Respective Documentation 

Condition 

During our examination we found that the following payments are not 
supported by their respective documentation. (See note 5f to the fund 
accountability statement). 

c3EcKP Rmi BENEFICIARY CONCEPT AMOUNT 

4503 July 20, 1988 Auto Repuestos Spare parts e 955 
Racing 

4434 July 15, 1988 Project Hope Insurance premiums 1,780 

0074 August 25, 1988 Repuestos Didea, 2 tires 
S. A. 

0006 August 12, 1988 Auto Respuestos 4 shock absorbers UBfI 
Racing 

Criteria 

Every organization should establish procedures that assure the adequate 
documentation of payments made. 



Cause 

World Relief has not given attention to the consistent compliance of the 
established procedures. 

Effect 

By not documenting payments made by the organization it is not possible to 
exercise an adequate control over the same, existing the possibility of 
generating payments for activities not related directly with the program. 

Recommendation 

World Relief should provide adequate and sufficient documentation to 
support project expenditures for $5,245 (equivalent to US$1,049 in 
unsupported costs) as indicated in this finding. 

4) Lack of Price Ouotations from Suppliers of Goods and Services 

Condition 

During our examination we found that for the majority of purchases of 
goods and services no price quotations were obtained from the suppliers. 

Some of the cases found are the following: 

DATE 

August 12, 1988 

March 16, 1989 

July, 1988 

July 15, 1988 

July 15, 1988 

August 12, 1988 

August 1, 1988 

September, 1988 

BENEFICIARY 

JosC Infantozi 

CompaiIia 
General de 
Seguros 

Tecniservicios 

Libreria para 
Todos 

Didea Industrial 

Maquinsal, S. A. 

CONCEPT 

Sorghum seeds 

Insurance premium 

Fax 

Computer paper 

Voltage regulator 

Stationery 

Hoses 

Typewriter 

AMOUNT 

@ 27,600 

25,560 



CHECKNQ DATE BENEFICIARY CONCEPT ~twa!m 
0309 October 7, 1988 Jotapt5 Helmets and Visors 1.435 

0395 October 28, 198 Ricardo Himene Spareparts 2,300 

071 1 December 22, 1988 Editorial Ahora Stationery 3,213 

0710 December 22,1988 Kismet Computer monitor 8,121 

0788 January 18,1989 Comercial L6pez Fax 
Batista 

2366 February 23,1990 Monison Mendez Spareparts 7,590 

4,399 July 8, 1988 Adrian Vidal Mezcal 20,000 

Criteria 

Purchases must be supported by at least three quotations. 

Cause 

During the majority of the period examined, World Relief did not have 
definite written procedures for the purchase of goods and services. 

Effect 

Purchases may not have been made at competitive prices resulting in either 
waste or misuse of project funds. 

Recommendation 

World Relief must assure itself that all purchases of goods and services are 
supported by at least three quotations. 

5 )  There Was Lack of Evidence that Goods Were Received bv World Relief 

Condition 

During our audit, we found that World Relief lacks procedures for 
documenting the receipt of goods and services acquired with project funds. 
(See notes 5d and 5g to the fund accountability statement). 



Some of the cases detected are the following: 

OPERATIONAL EXPENSES 

CHECKNP JkuE BENEFICIARY CONCEPT 

437 1 July 1, 1988 Auto Repuestos Racing Spareparts 

737 January 4,1989 Casa Castro Reparation 
electrical 
generator 

395 October 28,1988 Ricardo Himene Pump for 
vehicle 

012 August 16, 1988 Auto Sprint Spareparts 

100 August 30, 1988 Autosal Spareparts 

762 January 6,1989 Omnimotores S~arepartS 

PROJECT EXPENSES 

DATE CHECKNQ - BENEFICIARY CONCEVT AMOUNT 

4406 July 8, 1988 Autosal, S. A. Spareparts @ 2,541 

1135 May 5,1989 El Porvenir Construction 
materials 24,576 

1062 April 13, 1989 Maderas Flores 01th Purchase of 
sheet metal 8,855 

1337 June 16, 1989 El Pdrvenir Construction 
materials 9,228 

432 November 1,1988 Ferrocenrro Construction 
materials 801 

@ 46,001 

Criteria 

Sound management practices require that all organizations should establish 
procedures which require adequate controls over the custody of goods and 
services acquired including supporting documentation evidencing the 
delivery of goods to beneficiaries. 



Cause 

World Relief did not give high priority to the establishment of controls over 
the receipt and issue of goods and services acquired with project funds. 

Effect 

The lack of use of receipt and issue forms to control materials and supplies 
acquired by World Relief with project funds does not permit determination 
of whether the materials and supplies were actually received by World 
Relief. Losses. or unauthorized disposals could occur without being detected. 

Recommendation 

World Relief should provide adequate and sufficient documentation 
evidencing that questioned goods and services for $54,437 ($46,001 
equivalent to US$7,890 in unsupported costs and $8,436 equivalent to 
US$1,443 in questioned costs ) were received by the intended end user. 

6) Checks Cashed by World Relief Emplovees 

Condition 

When reviewing the endorsements of the checks, we found that some were 
cashed by World Relief employees. (See notes 5j  and 51 to the fund 
accountability statement) 

The cases found are the following: 

OPERATIONAL EXPENSES 

CheckNP Beneficiary Descri~tion Amount 

0094 August 25. 1988 Guadalupe Gallardo Purchase of 

office equipment @ 1.670 @ 1,670 - 



PROJECT EXPENSES 

Check W QXG Beneficiary Description Amount 

01 12 Sep. 1, 1988 A d r h  Vidal Carpentry work $ 17.60Q $ 17,600 

Criteria 

An adequate internal control structure requires that the issued checks be 
charged or endorsed by the indicated beneficiaries. 

Cause 

Apparently World Relief is not aware of internal control procedures for 
payment to suppliers. 

This situation could result in that project funds could be used for non 
authorized activities. 

Recommendation 

World Relief should reimburse $19,270 (equivalent to US$3,854 in 
questioned costs) or provide adequate and sufficient documentation to 
demonstrate that the funds were received by the indicated beneficiary. 

Checks Endorsed bv Persons Other Than the Pavee 

Condition 

The signature of the beneficiary appearing on the invoice and/or the receipt 
differs from that on the backside on the check. (See notes 5i and 5k to the 
fund accountability statement) 



The cases found are the following: 

OPERATIONAL EXPENSES 

Check N" Beneficiary Amount 

1632 August 11,1989 Elena de Mejia (2 10,200 

1801 September 7, 1989 Elena de Mejia 10,200 

121 1 May 9,1989 Maria Oviedo de Escobar 500 

1955 October 6, 1989 Elena de Mejia 10,200 

320 October 10, 1988 Rodolfo Ventura 1,390 

379 October 20, 1988 Jesds Garcia 2.567 $ 35,057 

PROJECT EXPENSES 

Check N" Beneficiary Amount 

1424 June 28, 1989 Luis Alfredo Campos (2 2,500 

1528 July 20, 1989 Mariano Alfaro 3,750 

1557 July 27, 1989 Jose de la Paz Gdmez 3,500 

1527 July 20, 1989 Juan Bautista Beltrin 450 

1759 August 29, 1989 Adelio A. Orellana 450 

1761 August 29, 1989 Francisco Antonio Cabezas 300 

1819 September 14, 1989 Francisco Antonio Cabezas 300 

1398 June 22, 1989 Jose 0. Baires Vigil 2.500 @ 13,750 



An adequate internal control structure requires that the issued checks be 
endorsed by the indicated beneficiaries. 

Cause 

Apparently World Relief is not aware of internal control procedures for 
payment to suppliers. 

Effect 

This situation could result in that project funds could be used for non 
authorized activities. 

Recommendation 

World Relief should reimburse $48,807 (equivalent to US$8,608 in 
questioned costs) or provide adequate and sufficient documentation to 
demonstrate that the funds were received by the indicated beneficiary. 
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AL?muum - 
USAIDIEJJ SALVADOR'S PRQJECT NO. 519-0281 

NAGED BY WORJID W E F  IN EL ULVADOR. FOR THE PERIOD .TULY 

1- 1988 THROUGH FEBRUARY 28. 19%) 

COMPLIANCE WITH AGREEMENT TERMS 
AND APPJJCABLE LAWS AND REGULATIONS 

DEPENDENT AUDITORS' REPORT 

We were engaged to audit the fund accountability statement of f ie  Health and Jobs 
for Displaced Families Project, USAID/El Salvador Project N" 19-028 1, 
managed by World Relief for the period from July 1, 1988 to February 28, 1990, 
and we have issued our report dated September 30, 1990 in which we disclaimed 
our opinion due the limitations impossed to the scope of our work. 

The administration of the World Relief is responsible for compliance with the 
agreement terms and with applicable laws and regulations. 

During our work we noted what: 

a) Due to the inadequate documentation supporting the delivery of basic grains 
to the beneficiaries of the project for an amount of $4,177,363, we were not 
able to verify that such beneficiaries received the basic grains (See finding 
NQ 1 of our report on the internal control structure). 

b) As mentioned in Note 5 to the fund accountability statement, we identified 
certain transactions in the amount of $2,009,608 ($1,941,53 1 equivalent to 
US$333,024 in unsupported costs and $68,077 equivalent to US$11,647 in 
questioned costs) which are considered to be questionable costs due to 
insufficient documentation or because they were not in compliance with 
agreement terms. 

Firma miembro de 
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c) Findings N V  to 7 herein included are considered as material weaknesses. 

Because of the matters mentioned in a, b, and c of the preceding paragraph, the 
scope of our audit work was not sufficient to enable us to express and we do not 
express, positive assurance on items tested for compliance with the terms of 
agreements and applicable laws and regulations, or a negative assurance on items 
not tested. 

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

September 30, 1990, with the exception of note 6 of the fund accountability 
statement ernrnited September 30, 199 1. 



AUDIT OF THE 
HEALTH AND .JOBS FOR 

DISPLACED FAMILIES PROJECT 
USAID/EL SALVADOR'S PR0,TECT NO. 519-0281 

MANAGED BY WORLD RELIEF IN EL SALVADOR. FOR THE 
PERIOD JULY 1, 1988 THROUGH FEBRUARY 28, 1990 

AND APPLICABLE LAWS AND REGULATIONS 

FINDINGS 

1) Purchases Were Not in Compliance With the Agreement Terms 

Condition 

Purchases of $1,178,476 were apparently split in order to circumvent the 
agreement requirements to obtain A.I.D. approval for purchases greater than 
$25,000 (equivalent to US$5,000). 

Additionally, World Relief purchased rafters and beams from "El Pinito" at 
unit prices of $9 and $18, respectively although it had received lower price 
quotations. It is important mentioning that "El Pinito" did not present a price 
quotation. (See note 5b to the fund accountability statement). 

The quotations referred to above are the following: 

SUPPLIER 

Las Colinas 

CEFESA 

UNIT PRICE FOR 
RAFTERS 

UNIT PRICE FOR 
BEAMS 

Los Abetos 8.00 16.00 

Additionally, World Relief purchased corrugated and smooth sheet metal 
from "El Pinito" at a unit price of $32.50 although it had received a 
quotation of $29.40 from "Negocios Internacionales". As a result, $40,002 
were paid in excess, equivalent to the purchase of 12,900 steel sheets. 



The cases detected are the following: 

Check NQ - Date Beneficiaq 
From To 

August 12,1988 

August 12, 1988 

August 1,1989 

August 12,1988 

November 23, 1988 

December 14, 1988 

December 8,1988 

August 19,1988 

August 12,1988 

August 19,1988 

August 18,1988 

July 1, 1988 

July 1, 1988 

July 8, 1988 

July 8, 1988 

July 21, 1988 

July 21, 1988 

July 21, 1988 

July 21, 1988 

July 21, 1988 

September 1, 1988 

September 1,1988 

January 5, 1989 

January 5, 1989 

January 6, 1989 

January 6, 1989 

Miguel A. PCrez 

Miguel A. Pirez 

Josi E. Alemiin 

Josi E. Alemiin 

Almacenes Surissa 

Almacenes Surissa 

Almacenes Surissa 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

El Pinito 

Josi Angel Valle 

Josi Angel Valle 

Almacenes Surissa 

Almacenes Surissa 

Amount 



Criteria 

According to the agreement terms, acquisitions for more than US$5,000 
should be approved by A.I.D. 

Cause 

Regarding the splitting of purchases to stay below the US$5,000 approval 
limit, management apparently wilfully allowed this practice in order to 
circumvent the agreement requirements. 

Effect 

Acquisition procedures were not in compliance with the terms of the 
agreement. 

Recommendation 

World Relief should: 

a) Provide evidence (covering split purchases for $1,178,476 equivalent to 
US$235,695 in unsupported costs) that procurement procedures used 
were previously approved by USAID/El Salvador, or that there were 
justifying causes for desviations from established procedures, and 

b) Provide evidence that excess amounts paid $40,002 (equivalent to 
US$8,000) were justificable or reimburse the project the excess paid. 

2) Purchases Were Incurred Without Written Approval from A.I.D. 

Condition 

During our examination we found that World Relief procured goods and 
services for the amount of $41,651 (equivalent to US$7,158), without the 
written au.thorization from A.I.D. (See note 5h to the fund accountability 
statement). 



The cases detected are the following: 

Check Ng DIE Beneficiarv Amount 

1462 July 6,  1989 Elena de Mejia # 10,000 

2151 June 8, 1989 Elena de Mejia 10,000 

1072 April 13, 1989 Compaiifa General de 11,651 
Seguros 

228 1 January 3 1, 1990 Elena de Mejia 10,OOQ 

Criteria 

According to the agreement terms, acquisitions for more than $25,000 
(equivalent to US$5,000) should be approved by A.I.D. from February 1989 
this amount was reduced to $10,000 (equivalent to US$2,000). 

Cause 

Apparently, World Relief did not follow the procedures established in the 
agreement. 

Effect 

Acquisition procedures were not in compliance with the terms of the 
agreement. 

Recommendation 

World Relief should provide adequate and sufficient documentation that 
these purchases for $41,65 1 (equivalent to US$7,158 in unsupported costs), 
that circunvented the acquisition limit requirement were previously 
approved. 



3) International Air Travel and Transportation Expenses Were Incurred 
Without Written A~prova l  from A.I.D. and Inadequate Supporting 
Documentation 

Condition 

During our audit we detected that World Reliefs personnel performed 
international travel which was charged to the project. However, written 
approval was not obtained from A.I.D. Additionally, some disbursements 
were not supported by invoices or any other documentation as proof that the 
expenses were incurred. (See note 5e to the fund accountability statement). 

The expenses for this travel are the following: 

Journal Entry NQ Month Conceut Amount 

001-600-01-01 October188 Trip to Mexico-Guillexmo $ 2,660 
Banientos and visa for 
Guillexmo Castro 

00 1-600-04-03 January189 Inter Co. Billing 1,470 
DecemberI88 

00 1-600-04-06 January189 Travelling, hotel and visa- 1,708 
Salvador Gonzdlez 

00 1-600-04-03 January189 Intercompany billing 5 1 
December, 1988 

001 -600- 12-09 September189 Travelling expenses 5,350 
to Colombia 

00 1-302-03-0 1 January/90 Trip to Guatemala- 
Otto Vidaurre 

001 -302-03-01 January190 Trip to Guatemala- 
Ernesto Anaya 

001 -302-03-01 January190 Trip to Guatemala- 
Otto Vidaurre 

00 1-600-05-05 MarcW90 Inter Co. Billing 
December189 

00 1-600-05-06 MarcW90 Inter Co. Billing 
January190 



Journal Entry NQ Month Concept 

001-600-05-07 MarcW90 Inter Co. Billing 
February190 

00 1-302-05 -0 1 March190 Hotel and meals- 
Ruth Ellison 

Amount 

4,212 

Criteria , 

In accordance with the agreement standar provision - Air Travel and 
Transportation (November 1985), "the grantee is required to present to the 
project officer for written approval an itinerary for each planned 
international trip financed by this grant, which shows the name of the 
traveler, purpose of the trip, origin/destination and date of travel". 

Cause 

World Relief failed to follow agreement requirements. 

Effect 

The lack of written approvals from A.I.D. for air travel and transportation 
is in contravention to the agreement standard provisions. Failure to adhere to 
the agreement terms weakens control over the usage of funds appropriated 
for .the project. 

Recommendation 

World Relief should provide evidence of written approvals from USAID/El 
Salvador for international air travel and transportation expenses for $26,428 
(equivalent to US$4,54.1 in unsupported costs) paid with project funds. 

4) Payroll Documents Lacked Tax Stamps 

Condition 

When examining World Reliefs personnel payroll documents corresponding 
to the period from April, 1989 throught December, 1989, we determined 
that they lacked the tax stamps required by law. 



Criteria 

The Tax Law (Ley de Impuesto de Papel Sellado y Timbres) dictates that all 
salaries paid be taxed. 

Cause 

World Relief failed to follow Tax Law. 

Effect 

The noncompliance with the Tax Law (Ley del Impuesto de Papel Sellado y 
Timbres) could result in sanctions and fines being imposed by the entities 
that enforce collection of these taxes. 

Recommendation 

World Relief should ensure that the payroll documents supporting the 
salaries paid to its employees have the required tax stamps in accordance 
with El Salvador's Tax Law (Ley de Impuesto de Papel Sellado y Timbres). 

5) Income Tax was not Withheld on Danger Pav 

Condition 

When we proceeded to examine the salary amounts subject to legal 
deductions, we determined that World Relief does not consider danger pay as 
part of the salary affected by income tax withholding. 

Criteria 

According to the Work Code, Article 119 and Article 1 of Executive Decree 
number 12, published on the Official Diary number 45, of March 6, 1987, 
the amount paid for danger pay, must be considered as a remuneration 
subject to withholding tax. 



Cause 

World Relief considers that payment of danger pay is a renumeration not 
subject to withholding tax based on the Article 6 of the Agreement. However 
the persons who are exempt from taxes are the beneficiaries of the 
employment generation component of the overall project. 

By not considering all the amounts which are by law subject to income tax 
withholding, the institution could be subjected to sanctions and fines for 
failing to observe applicable tax law. 

Recommendation 

World Relief should withhold income taxes on the amount of danger pay 
paid its employees. 

Non Compliance with Fiscal Requirements 

Condition 

During our examination we found that the documents that support certain 
disbursements did not have the tax stamps required by law. 

Some of those found were the following: 

CHECK P 

Criteria 

DATE 

July 1, 1988 
July 8, 1988 
July 6, 1988 
September, 1988 
September, 1988 
July 1, 1988 
July 21, 1988 
July 8, 1988 

BENEFICIARY 

A & E Automotors 
Lorena Herrera 
Jhon Buchner 
Jhon Buchner 
Jhon Buchner 
Enrique Zaldivar 
Jorge Kafati 
Adri6.n Vidal 

AMOUNT 

The stamp tax law requires that on the documentation that supports 
disbursements for goods and services must be adhered the stamps. 



Cause 

World Relief did not assure itself of consistently complying with the 
applicable laws and regulations. 

Effect 

A: The noncompliance with the Stamp Tax Law (Ley del Irnpuesto de Papel 
Sellado y Timbres) could result in sanctions and fines being imposed by the 
entities that enforce collection of these taxes. 

Recommendation 

World Relief must assure itself that the documentation supporting 
disbursements for goods and services have .the required stamps established by 
the Stamp Tax Law. 

7) Labor Contracts are not Signed by the Organization Representative 

Condition 

During our examination we found that contracts with the employees for the 
period from March 1, 1989 to June 30, 1989 had not been signed by the 
representative of the organization. 

Criteria 

According to the Labor Code, working relations must be documented by 
labor contracts duly signed. 

Cause 

World Relief did not assure itself of complying with the regulations 
established with the Labor Code. 

Effect 

This situation implies, that existing labor relations in the organization are not 
duly legalized and therefore could be subject to fines and/or sanctions. 

Recommendation 

World Relief must make up sure that all labor contracts with the employees 
must be signed by the representative of the organization as well as by the 
employees. 



AUDIT OF THE 
HEALTH AND JOBS FOR 

DISPLACED FAMILIES PRO.1ECT 
USAIDIEL SALVADOR'S PROJECT NO. 519-0281 

MANAGED BY WORLD RELIEF IN EL SALVADOR. FOR THE 
PERIOD .JULY 1. 1988 THROUGH FEBRUARY 28. 1990 

List of R e ~ o r t  Recommendations 

Internal Control Structure 

Recommendation No. 1 

World Relief should: 

a) Implement control procedures to ensure that the distribution of basic grains 
to the project's benefiaries is adecuately documented. 

b) Provide supporting documents giving adequate evidence of the delivery of 
basic grains for $4,177,363 to the beneficiaries of the project. 

Recommendation No. 2 

World Relief should provide adequate and sufficient documentation to support 
that goods and services for $635,294 (equivalent to US$108,970 in unsupported 
costs) acquired with project funds were received by the intended beueficiaries. 

Recommendation No. 3 

World Relief should provide adequate and sufficient documentation to support 
project expenditures for $5,245 (equivalent to US$1,049) as indicated in this 
finding. 

Recommendation No.4 

World Relief must assure itself that all purchases of goods and services are 
supported by at least three quotations. 



Recommendation No.5 

World Relief should provide adequate and sufficient documentation evidencing 
that questioned goods and services for $54,437 ($46,001 equivalent to US$7,890 
in unsupported costs and $8,436 equivalent to US$1,443 in questioned costs) were 
received by .the intended end user. 

Recommendation No. 6 

World Relief should reimburse $19,270 (equivalent to US$3,854 in questioned 
costs) or provide adequate and sufficient documentation to demonstrate that the 
funds were received by the indicated beneficiary. 

Recommendation No.7 

World Relief should reimburse $48,807 (equivalent to US$8,608 in questioned 
costs) or provide adequate and sufficient documentation to demonstrate that the 
funds were received by the indicated beneficiary. 

Com~liance witn A~reement terms and A ~ ~ l i c a b l e  laws and R e ~ u l s t i o n ~  

Recommendation No. 1 

World Relief should: 

a) Provide evidence (covering split purchases for $ 1,178,476) that procurement 
procedures used were previously approved by USAID/El Salvador, or that 
there were justifying causes for desviations from established procedures, and 

b)Provide evidence that excess amounts paid $40,002 (equivalent to US$8,000) 
were justificable or reimburse the project the excess paid. 

Recommendation No. 2 

World Relief should provide adequate and sufficient documentation that these 
purchases for $4 1,651 (equivalent to US$7,158 in unsupported costs), that 
circunvented the acquisition limit requirement were previously approved. 



Recommendation No. 3 

World Relief should provide evidence of written approvals from USAIDIEI 
Salvador for international air travel and transportation expenses for $26,428 
(equivalent to US$4,541 in unsupported costs) paid with project funds. 

Recommendation No. 4 

World Relief should ensure that the payroll documents supporting the salaries 
paid to its employees have the required tax stamps in accordance with El 
Salvador's Tax Law (Ley de Impuesto de Papel Sellado y Timbres). 

Recommendation No. 5 

World Relief should withhold income taxes on the amount of danger pay paid its 
employees. 

Recommendation No. 6 

World Relief must assure itself that the documentation supporting disbursements 
for goods and services have the required stamps established by the Stamp Tax 
Law. 

Recommendation No. 7 

World Relief must make up sure that all labor contracts with the employees must 
be signed by the representative of the organization as well as by the employees. 



San Salvador, 16 March, 1992 
d w b l 0 2  

- Mr. Wayne Watson 
Manager for Financial Audits 
Regional Inspector General's Office 
United States Embassy 
Tegucigalpa, Honduras 

Dear Mr. Watson: 

I am enclosing World Relief's response to the KPMG Peat 
Marwick draft audit of Cooperative Agreement No. 519-0281 for 

.- the period 1 July, 1988 to 28 February, 1990. 

World Relief is pleased to have had the o p ~  Aunity to carry 
out this program that provided multi-faceted assistance to persons 
disp'xed by the civil war. The program assistec' 7,234 families 

s from 1985 to 1990 and far surpassed the agreement goals of 3,440 
families. The program was managed at a cost significantly under 
the approved budget. This was achieved while working in some of 
the most conflictive regions of El Salvador. 

- Although the draft audit is not intended to measure program 
compliance or results, we believe it is useful for USAlD to review 
our financial compliance within the context of program outcomes 
that were accomplished. Furthermore, we believe that the draft 
audit report has not fairly reflected our financial compliance with 
USAID. 

4 

We cite the example of the entire Basic Gra,ins Program costs 
which the auditors have questioned based on supposedly inadequate 
beneficiary documentation. This is surprising as KPMG Peat 
marwick accepted similar documentation in a previous audit period 

.- 
and was aware of its existence as they refer to it in this draft 
audit. 

BESTAVAILABLE COPY 



World Relief has tabulated over 5,600 beneficiary receipt 
forms that we have for this period of the Basic Grains Program. As 
a result of ,this, we have a 493 page printout that indicates - beneficiary name, project site, products received, and observations 
on the quality of each document. We believe that this information 
validates the project costs. 

The incorrectness of the findings on the Basic Grains Program 
w is systemic of what we have seen throughout this report. 

Therefore, we are requesting that the draft audit be revised prior 
to being released. We believe that it would be unfortunate if our 
comments did not result in changes in the draft audit. 

f 

We are willing to do all that is within our capabilities to 
substantiate each of the positions that we take in our response. 

3 "I' L L ~ Z S  
Douglas h. Bassett 
Country Director 

cc:  Ray Lynch, USAID 
Laura McGhee, USAlD 
Pat Wexel, USAlD 
Geraldo Gonzalez, KPMG Peat Marwick 
Bas Vanderzalm, World Relief 
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1 . O O  Introduct ion 

This report provides World Relief's response to the draft 
audit that KPMG Peat Marwick has presented of our Cooperative 
Agreement No. 519-0281 with the United States Agency for 
International Development for the period from 1 July, 1988 to 28 
February, 1990. 

In  aeneral. we believe the auestionm- 
Marwick in their draft audit will lead the readers of the reoort to 

onclus~ons. was caused bv a lack of communication and 
due diliaence on their part. and are ~otentiallv damaaina to 
Relief. We are n m a r e d  to subsbatjate all of the ~oslt lons that 

. . World 

w h v  f r, 
The comments are divided into four sections: Fund 

Accountablility Statement; Internal Control Structure; Compliance 
with Agreement Terms, and Applicable Laws and Regulations; and, 
Revised Financial Statements. These reflect the structure used by 
KPMG Peat Marwick. 

Several specific concerns emerged as we studied the report: 

1) There has been sianificant documenwon a v w l e  to the 
suditors that su~por ts  the vast maioritv of costs that thev have 
called into auestion. For example, there exist over 5,600 
individually signed beneficiary receipt forms for the Basic Grains 
deliveries. The auditors specifically referred to some of this 
documentation in points "b" ,through "en of their Internal Control 
Finding # l .  Nonetheless, the auditors called into question one- 
hundred percent of the Basic Grains project costs. 

2) g Th i r 
undersmd~na of World Relref svsterns that were In use during 

jhe ~rev ious audit period rather than basina their conclusions on 
what has occurred since 1 Julv. 1988. There has been no 
acknowledgement of the completely new internal control and 
financial systems implemented early in the audit period. Many 
erroneous conclusions result from their incorrect understanding of 
World Relief systems. 
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3) g Th 
i a l i t ~  in their o b s e r v w  7ater . The majority of the findings 

regarding the internal control structure and compliance with 
" agreement terms do not reflect systemic problems and are of 

minimal consequence given the scope of the program. 

4) The implication that World Relief "does not ~resent the 
financial information in accordance with aenerallv accepted - 
numerous indeoendant aud~ts that have demonstrated to the 
contrarv. Among other things, we cite our annual audit carried out 
by Arthur Andersen & Co. and our Financial Statements and OM5 
Circular A-133 Financial Audit which conclude that World Relief 
gses generally accepted accounting principles. 

As a result of these different issues. it is World Relief's 
gosition that the draft audit orewred bv KPMG P w i c k  does 
not accuratelv reflect World Relief's financial com~liance and - accom~lishments for the arant oeriod under review. We reauest 
that the draft audit be revised. includina a reconsideration of an 
winion letter. based on a re-evaluation bv the auditors of 
documentation available in su~oor t  of auestioned costs. 
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Fund Accountability Statement and Questioned 
Costs 

w 

2 .10  Response to Auditor's Opinion 

The auditors abstained from giving an opinion due to 
- "inadequate documentation supporting the delivery of basic grains 

to the beneficiaries" and due to questionable costs resulting from 
"insufficient documentation or because they were not in 
compliance with agreement terms." 

- This basis for abstention is supported primarily by three 
findings: inadequate documentation of deliveries to beneficiaries 
of the Basic Grains Program; split purchases; and, inadequate 
documentation of a small percentage of the deliveries to 
beneficiaries of the Displaced Persons Program. 'These account for 
5,991,133 colones of the questioned costs or ninety-six percent of 
the total. In Section 2.20 we demonstrate that there is strong 
documentation for these costs and that they are valid and 
verifiable. In addition, we believe that the finding on split 
purchases should not be a scope limitation for the Fund 
Accountability Statement as it is related to compliance with 

- USAlD requirements. Furthermore, there is a precedent for how 
this matter was treated in the former audit period. 

In addition, World Relief rejects the statement in Note I that 
the fund accountability statement "was prepared on the basis of 

-. 
cash receipts and disbursements" rather than in accordance with 
generally accepted accounting principles. World Relief receives an 
independant audit on a yearly basis by Arthur Andersen & Co. and 
receives a Financial Statements and OMB Circular A-133 
Supplementary Financial Audit. All of these audits have concluded 
that World Relief uses generally accepted acco~~nting principles. 

In Note 4 the auditors indicate that the income and 
disbursements of the program do not quite reconcile between 
USAlD and World Relief. These very small differences are related 
to two transactions that occurred after February, 1990. World 
Relief will contact USAID in order to reconcile this minor item. 
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Since the scope I imMions are related to unsu~ported costs, 
and in Sect~on 3 70 we demons&ate u t  these are ad- 

- documented. we believe that K . . PMG Peat Marwick has a sufficient 
srs to eXgress an oplnlon on World Relief's financ~al statements. 
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2.20  Response to Questionable Costs 

.- World Relief has analyzed the auditors statements regarding 
questioned costs and found that there is ample evidence to 
establish that these costs are legitimate and properly documented. 
We Ere prepared to meet further to discuss our positions and to 
provide the appropriate documentation that supports them. 

A. SUPPORTING DOCUMENTATION FOR BASIC GRAINS 
Amount in question: C.4,177,363 

- 
The auditors have rejected all project costs of the Basic 

Grains Program due to inadequate documentation of delivery to 
beneficiaries. We strongly disagree with this position as there 
exist appropriate beneficiary receipt documents supporting final 

.- delivery. These documents are the following: 

- Beneficiary Receipt Form #1 (Entrega de lnsumos 
Agricolas). This includes the following information: description 
and quantities of basic grains inputs received; beneficiary name 
and identity number; beneficiary signature or finger prints; place - and date of delivery. See Exhibit 1 for an example. 

- Beneficiary Receipt Form #2 (Control Individual de Entregas 
a Beneficiarios). This form was used to document all project 
benefits received by a beneficiary in the history of the project and 
was instituted in the audit period. See Exhibit 2 for an example. 

- 
In addition, there is the following evidence that further 

supports these deliveries: 

- Beneficiary Acknowledgement Form (acta) This 

- acknowledges receipt of basic grains for two planting seasons and 
that no further donations will be made in the future. See Exhibit 3 
for an example. 

- Shipping Documents (envios) to projects. 
- Cumulative report by community listing every beneficiary 

of the project and their identity number. 
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The auditors have decided not to take into account 
g o c u m e n ~ ~ o n  ~denwa l  to that whlch World Rellef used in tfle 
audit period that ended 30 June. 1988 and in which KPMG Peal 
M a M l i c k - o n e h e d  Dercent of the Rasic Grains oroiect 
costs. It is also the same documentation to . . which thev refer in 

n n n n Internal Control F r n m  #1 in mints b throuah e. he auditors 
were clearlv aware of the existence of this information. 

C World Relief has t a b u e d  the value of deliveries to 

beneficiaries based on over 5.600 Rene.ficiary Receiot forms and 
has established that their value corres~onds closelv to that of the 
iota1 value of the Rasic Grains Drograrn. Therefore. World Relief 
disaarees that these proaram costs should be auestioned. 

- 
See our comments regarding Internal Control Finding $1 in 

Section 3.00 for a more detailed response. 
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B. SPLIT PURCHASES 
Amount in question: C.1 , I  78,476 

World Relief has previously recognized the fact that it split 
purchases. The rationale for splitting purchases was to have an 
agile and rapid response to program needs. While not condoning the 
practice, in the past USAlD accepted the split purchases as 
legitimate disbursements that were made for the project. We 
believe that the way split purchases were addressed in the 
previous audit period establishes a fair precedent for the present 
audit as well. 

In December, 1988 the issue was formally addressed with 
USAlD by soliciting the suspension of the $5,000 ceiling on 
purchases (see Exhibit 4). When USAlD rejected our request, we 
promptly stopped splitting purchases as is indicated by the fact 
that none are cited after 6 January, 1989. 

See Compliance Finding #2 in Section 4.00 for further 
comments. 

C. LACK OF EVIDENCE THAT GOODS AND SERVICES WERE 
DELIVERED TO PROJECT BENEFICIARIES 
Amount in question: C.635,294 

An examination of the purchases listed by the auditor reveals 
that there is evidence demonstrating receipt of goods by 
beneficiaries. The evidence of delivery to beneficiaries includes: 
Shipping Documents (envios), warehouse records, Beneficiary 
Receipt forms, and "actas" signed by the community leadership 
acknowledging what they received .from World Relief. 

It is true that there are deficiencies in some of the 
documentation, nonetheless, we feel that even in such cases, there 
is evidence of delivery. Due to the extensive work that responding 
to this point demands, World Relief will fully address this issue in 
the follow-up process with USAID. 

See Internal Control Finding #2 in Section 3.00 for further 
comments. 
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D. PURCHASES WITHOUT EVIDENCE OF RECEIPT BY WORLD 
REUEF 

- Amount in question: C.46,001 

This observation is seriously mistaken. World Relief cites 
the follvwing evidence that contradicts the auditors observation: 

Check #4406 C.2,541 
This was for a service and per our explanation in Internal 

Control Finding #6 in section 3.00, services were recognized as 
being received through the signing of a Check Request by the - Administrator. All other needed documentation is attached to the 
check voucher. 

Check # I  135 C.24,576 
This was a purchase of lumber and there are Shipping 

w 
Documents (envios) #0083, #89, and #90 signed received by World 
Relief that are cross-referenced to the Purchase Orders (Ordm de 
Compra) #0055 and 63, which match the vendor invoice. See 
Exnibit 5 for an example of this. All other needed documenta,tion is 
attached to the check voucher. 

- Check #I062 C.8,855 
This was a purchase of roofing tin and there is a Shipping 

Document #0014 signed received by World Relief that is cross- 
zferenced to the Purchase Order #0022 and matches the vendor 
i ~ v o i c e .  All other needed documentation is attached to the check 

- voucher. 

Check #I337 C.9,228 
This was a purchase of lumber and there is a Shipping 

Document #0152 signed received by World Relief that is cross- 

- referenced to the Purchase Order #0127 which matches the vendor 
invoice. All other needed documentation is attached to the check 
vcucher. 

Sheck #432 C.800.80 
This was a purchase of lumber and there is an invoice signed 

by the employee who received the materials in the project. All - 
other needed documentation is attached to 'the check voucher. 
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World Relief disaarees that anv of these costs are - guestionable. See Internal Control Finding #6 in Section 3.00 for 
further comments. 
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E INTERNATIONAL TRANSPORTATION WITHOUT WRITTEN 
APPROVAL 

- Amount in question: C.30,523 

Wsrld Relief is not in agreement with the majority of the 
observa.tions in this section. We cite the following examples in 
which there was written authorization by USAID: 

'd 

Journal Entry No. 001 -600-04-06 C.4,095 
'There is a written request for authorization by World Relief 

dated 29 September, 1988 and a written authorization by USAlD 
dated 13 October, 1988. See Exhibits 6 and 7. 

e 

Journal Entry No. 001 600-1 2-09 C.5,350 
There is a written authorization by USAlD dated 3 July, 1989. 

See Exhibit 8. 

w 

We also cite the following examples in which there was 
verbal authorization by USAID: 

Journal Entry No. 001 -600-01 -01 C.2,660 
This was a trip made by Guillermo Barrientos to Mexico in - order to buy beans for the Basic Grains program as there was a 

shortage in El Salvador. 'The trip was suggested by USAlD and made 
with a representative of the Ministry of Agriculture. The purchase 
was not realized in Mexico due to the inadequate quality of the 
bean. 

- 
Journal Entry No. 001 -302-03-01 C.780 
Journal Entry No. 001-302-03-01 C.780 
Journal Entry No. 001-302-03-01 C.780 
Journal Entry No. 001 -600-05-05 C.5,732 
Journal Entry No. 001-600-05-06 C. 1,485 
Journal Entry No. 001 -600-05-07 C.4,212 
Journal Entry No. 001 -302-05-01 C.1,420 

These seven journal entries for a total of C.15,189 refer to 
costs resulting from the emergency evacuation of our Country 
Director Peter Clark during the FMLN offensive of November, 1989. 

- Under the orders of USAID, Mr. Clark was required to be out of the 
country from November, 1989 to January, 1990. This was a crucial 
period for World Relief as we were in the final stages of closing 
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down our projects. In order to keep the work from being paralyzed 
and to facilitate the necessary decisions, key staff including Otto 

- Vidaurre and Ernesto Anaya, traveled to Guatemala on several 
occasions to see Mr. Clark. In addition. Mr. Clark traveled back to 
the United States. 

The emergency nature of the offensive made it extremely 

'Q 

difficult to get written authorizations, especially when decisions 
needed to be taken quickly. In addition, USAID's own ability to 
respond was greatly diminished as a result of the critical situation 
of the country and because many of their key staff members had 
also been evacuated from the country. It is important to note that 
these expenses were accepted by the Banco SalvadoreAo which - carried out a concurrent audit on behalf of USAlD during the months 
in which these costs were incurred. 

e belreve that the C.9.445 of exDenses for wh~ch there IS 

- -0riation should not be auesti~aed & that the 
C.17.849 of exDenses for which there an imdcrt authori- . . 
~ h o u l d  be accepted aiven the special c i r c w c e s  under which 

ev were rncurred. World Relief will respond in greater depth to 
this section in the follow-up process with USAID. See Compliance 
Finding #3 in Section 4.00 for further comments. 
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F. DISBURSEMENTS ARE NOT SUPPORTED BY THEIR RESPEC'TIVE 
DOCUMENTATION 

d Amount in question: C.5,245 

There are certain deficiencies in some of the checks cited in 
this suction but nonetheless we feel that these very isolated 
examples are still adequately documented to demonstrate receipt - 
of payment by the vendor and receipt of goods and services by 
World Relief. 

Check #4503 C.955 
*~ This purchase of spare parts has the following back-up: a 

written quote that served as an invoice and is signed by World 
Relief; a Check Request authorized by the Administrator; and, a 
cancelled check from the bank that is clearly endorsed by the 
vendor. 

-.. 
Check #4434 

'This payment is in perfect order and was made to cover the 
insurance premium of a vehicle that Project Hope had lent World 
Relief at the request of USAID. It includes the letter from Project 
Hope requesting this payment and a Check Request authorized by 

* the Administrator. See Exhibit 9 for a copy cf the letter. 

Check #0074 C.1,430 
This purchase of two car ,tires has the following back-up: a 

Purchase Order, a Check Request, and a cancelled check from the 
- bank that is clearly endorsed by the vendor. 

Check #0006 C. 1,080 
This purchase of shocks for a jeep has the following back-up: 

a Purchase Order, a Check Request, and a cancelled check from the 
bank that is clearly endorsed by *the vendor. - 

Relief disagrees _that check #4434 is auestionable. W o rl d See 
Internal Control Finding #4 in Section 3.00 for further comments. 
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G PURCHASES WITHOUT EVIDENCE OF RECEIPT BY WORLD RELIEF 
Amount in question: C.15,374 

There is proper evidence for the receipt of these goods and 
services as documented below: 

-Q 

Check #4371 C.3345 
Check #737 C.375 
Check #395 C.2,300 
Check #4578 C.2,775 
Check #012 C.497 

w Check #773 C.2,001 
Check #817 C.1,472 
Check #762 C.1,040 

Each of the above checks was for a service. These were 
either for the repair of vehicles or equipment. The Administrator 

L was the line manager responsible for the services referred to as 
they were administrative. Their receipt is recorded differe,ltly 
than the receipt of goods because of their intangible nature. In 
World Relief's internal systems, the authorization by the 
Administrator of a Check Request, was the recognition that the 

w 

service had been provided. In all of the above cases, the 
Administrator has authorized the Check Request. In addition, each 
check has all of the other necessary documentation. 

Check #093 C.690 
This was a check for the purchase of a stove that was used in - World Relief's office in Corinto, Morazan. World Relief 

inadvertently did not sign for the receipt of the stove. In spite of 
this, there is indirect evidence of its receipt as World Relief 
returned stoves to USAlD at the conclusion of the project. All 
other necessary documentation is attached to the check voucher. 

Check #I00 C.678.80 
This purchase of services does not have the Administrator's 

authorization on the Check Request as normally would be required. 
This occurred because the Administrator was on vacation in the 
United States at the time of the transaction. Nonetheless, the 
Country Director signed the check making payment to the vendor - 
thus recognizing the receipt of the service. 
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Rased on documenWion available. World Relief believes that 
d none of these costs are auestionable. See Internal Control Finding 

#6 in Section 3.00 for further comments. 
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H PURCHASES WITHOUT WRITTEN USAlD APPROVAL 
Amount in question: C.57,274 

Check #I462 C.10,OOO 
Check #2151 C.10,OOO 
Check #2281 C.10,OOO 

- These three checks were made out to Elena de Mejia for the 
rent of a warehouse in Lourdes that was used for the storage of 
basic grains and other supplies. This warehouse was in constant 
use from the date that a contract was signed on 11 April, 1988 
until the close of the program in 1990. World Relief requested an 
indefinite authorization for this as a recurrent cost in a letter - dated 16 February, 1989. See Exhibit 10. 

Check #871 C.15,623 
This check is dated 9 February, 1989 and is to Omega 

Electronics. The commitment for this service contract began on 1 
- February at which time the World Relief could incur costs up to 

25,000 colones without written authorization. The limit was not 
lowered to 10,000 colones until 10 February when World Relief 
signed Amendment #10 with USAlD which informed us of this 
change in authorizing levels. See Exhibit 11 which indicates the 

'L 

date of the acceptance of the amendment. 

Check #I 072 C.11,651 
This check was for the insurance of three jeeps and three 

motorcycles that USAlD decided to loan World Relief. Insurance is 
always required so we proceeded to incorporate these vehicles into 

- our existing policy. 

World Relief disaarees that Check #871 reauired written 
suthorizatioq. See Compliance Finding #2 in Section 4.00. 
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I. CHECKS CASHED BY PERSONS OTHER THAN THE PAYEE 
Amount in question: C.35,057 

This is a problem that is outside of the control of World 
Relief zs is mentioned in our response to Internal Control Finding 
#8 in Section 3.00. Nonetheless, we wish to respond to each of the 
checks cited in order to make perfectly clear the legitimacy of the 
transactions. 

Check #I632 C.10,200 
Check #A801 C.10,200 
Check #I955 C.10,200 

These three checks were made out to Elena de Mejia for the 
rent of a warehouse in Lourdes that was used for the storage of 
basic grains and other supplies. This warehouse was in constant 
use from the date that a contract was signed on 11 April, 1988 
until the close of the program in 1990. There are appropriate 
receipts for all disbursements and this recurring expense was 
reported to USAlD through a letter dated 16 February, 1989. See 
Exhibit 10. 

Check #I21 1 C.500 
This check was for the rent of our office in San Vicente and 

is accompanied by the appropriate receipt. 

Check #320 C.1,390 
This check was for the installation of telephones in our 

office in Colonia San Benito and is accompanied by the appropriate 
receipt. In addition, the receipt is signed received by the 
Receptionist who was responsible for the telephone system of the 
office and the payment was authorized by the Administrator on the 
Check Voucher. 

Check #379 C.2,567 
This was to pay the transportation of laborers to the project 

El Sitio in southern La Libertad. In th3t project World Relief 
constructed a roadway several kilometers long to access a project 
site. The Administrator has signed the Check Request form 
recognizing receipt of the service and in addition the service is 
recognized as received through the signature of a promotor from 
the project. 
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World Relief believes that none of these costs are - guestionable. See Internal Control Finding #8 in Section 3.00 for 
further comments. 
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J. CHECKS CASHED BY WORLD RELIEF EMPLOYEES 
Amount in question: C.2,070 

As is clearly explained in the response to Internal Control 
Findinc #7 in Section 3.00, there were situations in which vendors 
wantec cash for transactions rather than a check. This was at 

- times due to their isolated location, the inconvenience of going to a 
bank, or the desire to receive a secure form of payment. In these 
isolated cases in which a check had already been prepared for the 
vendor, an employee endorsed the check and paid the vendor in cash. 

Check #0094 C.1,670 
Y This was a check that went to pay for folding beds and other 

items to equip a project office in which employees slept during the 
week. Employees slept in offices in project zones due to the 
danger and lost time that traveling back to their own homes each 
night would have implied. In this case, the check was received by 

- the Head of our Purchasing Department and given to the Messenger 
who cashed ir and made a cash payment to the vendor. All the 
necessary documentation is attached to the check voucher. 

Check #4383 C.400 
This was a check to cover transportation costs in La Union in - the Eastern part of El Salvador. Due to the fact that the staff only 

came back to the main office in San Salvador once a week, the 
employee used the following process to make this payment. The 
rrucker signed receipts which were presented to the Area 
Coordinator of the region for payment. The Area Coordinator made 

- his weekly trip to the head office in San Salvador and requested 
payment of these receipts which was then authorized by the 
Administrator. The Area Coordinator then cashed the check and 
upon returning to La Union made a cash payment to the trucker. 

- 
Based on the evidence presented. World Relief believes that 

these costs should not be questioned. See Internal Control Finding 
#7 in Section 3.00 for further comments. 
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K. CHECKS ISSUED IN M E  NAME OF WORLD RELIEF EMPLOYEES 
Amount in question: C.1,453 

As stated in Internal Control Finding #3 in Section 3.00, 
there were certain transactions that World Relief needed to make 
in cash but that exceeded the limits of the petty cash box. As a 

- r e s ~ ~ l t  of this, in certain situations, the check was issued in the 
name of an authorized employee who cashed the check and made the 
payment. 'The required documentation was always attached. 

Check #4089 C.945 
Jorge Palacios was the Messenger and frequently assisted in 

w tasks related to purchasing. In this case, he made a cash purchase 
of a roll of plastic for the Basic Grains Program. Note that there is 
a properly authorized Purchase Order and an invoice to support the 
purchase. 

- Check #0312 C.508.40 
In this case, Jorge Palacios purchased a series of small 

electrical supplies. Once again, note that there is a proper invoice 
that is clearly signed received by World Relief. 

- 
World Relief disaarees that these costs are auestionable. See 

Internal Control Finding #3 in Section 3.00 for further comments. 
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L. CHECKS CASHED BY PERSONS OTHER THAN THE PAYEE 
Amount in question: C.13,750 

This is a problem that is outside of the control of World 
Relief as is mentioned in our response to Internal Control Finding 
#8 in Section 3.00. 

- Nonetheless, we wish to respond to each of the checks cited 
in order to make perfectly clear the legitimacy of the transactions. 

Check #I424 C.2,500 
- Check #I528 C.3,750 

Check #I527 C.450 
Check #I759 C.450 
Check #I761 C.300 
Check #I819 C.300 

- Check #I398 C.2,500 
These seven disbursements were made to prepare the land in 

the project Ceiba Doblada for the second planting season in 1989. 
World Relief delivered 163 agricultural packets for that season of 
either white bean, red bean, or sesame seed. The project was 
located on a peninsula in Usulutan and people going to the project 

- had to do so by catching a boat from Puerto El Triunfo. With that in 
mind, it is not surprising that some of the people receiving 
payment from World Relief had other people cash their checks for 
them when they went to the mainland where there were banks. 

World Relief disaarees that these costs are questionable. See - 
Internal Control Finding #8 in Section 3.00 for further comments. 
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M CHECKS CASHED BY WORLD RELIEF EMPLOYEES 
Amount in question: C.17,920 

As is clearly explained in the response to Internal Control 
Finding #7 in Section 3.00, there were situations in which vendors 
wanted to receive cash rather than a check. This was at times due 
to their isolated location, the inconvenience of going to a bank, or 
the desire to receive a secure form of payment. In these isolated 
cases in which a check had already been prepared, an employee 
endorsed the check and paid the vendor in cash. 

Check #4350 C.320 
In this case a World Relief promotor cashed the check and 

made payment to the carpenter. Again, it is important to note that 
the receipt is signed by the carpenter and that the construction of 
houses in this community was carried out as demonstrated through 
beneficiary receipt forms that are filed separately. 

Check #0112 C.17,600 
This check was to purchase henequen for the project El 

Pedernal in Morazan. Henequen was donated to beneficiaries who 
used it for income generation projects in which they made 
hammocks, carrying bags and whips. In this particular case, the 
materials were delivered to the community leaders (directiva) who 
distributed it. 

The necessary Purchase Order and receipts are attached, and 
the purchase has been properly authorized. The check was cashed 
for .the vendor by the Area Coordinator who was responsible for 
carrying out this purchase at the local level. As in the above case, 
this was not the normal World Relief practice, but rather an action 
taken by the employee in order to facilitate a legitimate project 
act iv i ty .  

See Internal Control Finding #7 in Section 3.00 for further 
comments. 
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N CHECKS ISSUED IN THE NAME OF WORLD RELIEF EMPLOYEES 
Amount in question: C.2,256 

As stated in Internal Control Finding #3 in Section 3.00, 
there were certain transactions that World Relief needed to make 
in cash but that exceeded the limits of the petty cash box. As a 
result of that, in certain situations the check was issued in the 

- name of an authorized employee who cashed the check and made the 
payment. The required documentation was always attached. 

Check +I4382 C.576 
- This check was made out to Lorena de Herrera, who was an 

Area Coordinator, in order to cover the cost of making a cistern for 
a water system. Mrs. Herrera made the payments to those who 
labored on the project. While receipts to each of the individual 
laborers would have been much clearer, there is nonetheless the 
physical evidence of the water system to prove that the project - was completed. 

Check #717 C.1,680 
This check was made out to Fernando Abel Benitez, an Area 

Coordinator, for transportation, office rental, and machinery rental 
e costs in Morazan. Due to the fact that the staff only came back to 

the main office in San Salvador once a week, the following process 
was used to make this payment. Those who provided the service 
signed receipts which were presented to the Area Coordinator of 
the region for reimbursement. The Area Coordinator made his 

- weekly trip to the head office in San Salvador and requested 
payment of these receipts which was then authorized by the 
Administrator and paid in a check to the Area Coordinator. The 
Area Coordinator then cashed the check and upon returning to 
Morazan made cash payments to each of those who had provided 
services. - 

World Relief believes that the check #717 should not be 
nuestroned and that Check #438? should be acceoted In so~te of ~ t s  
deiiciencies. See Internal Control Finding #3 in Section 3.00 for 
further comments. 
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Internal Control Structure 

World Relief disagrees with Internal Control Findings #1, #3, 
#5, #6 and #8 in their totality. In addition, we take exception with 
the materiality of Findings #4 and #7. 

Finding #I Inadequate supporting documentation for delivery 
of Basic Grains. 

In section 2.20.A we have addressed the issue of Basic Grains 
- documentation but we would like to further discuss the internal 

control aspects mentioned in the auditors comments. 

"a) The majority of documents supporting the issue to 
beneficiaries correspond to notices over the suspension of the 

-. benefits of the project, not supporting consequently the amount and 
type of product delivsred by World Relief." 

This refers to the Beneficiary Acknowledgement Form (See 
Exhibit 2) which was used to inform beneficiaries who had 
participated in two plantings that they would no longer be eligible - for the program. Its purpose was not to document delivery of 
specific basic grains to beneficiaries though it indirectly does give 
evidence of this. 

Th di or 
~- pther documentat~on to s u ~ ~ o r t  basic m s  deliveries tp 

beneficiaries. 

"b) Shipments of agricultural packages are supported by cards 
which contain products different from those authorized for each - agricultural package. " 

There were different authorized agricultural packages that 
were defined at the time of each new planting season. It seems 
that the auditors have only used the one that was defined for the 

- first basic grains deliveries. Packages were defined differently in 
later seasons due to budget factors and the number of 
beneficiaries. See Exhibit 12 for an example of a project package. 
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~w "c) Shipments of agricultural packages are not totally supported 
with documents that give evidence of having delivered the products 
to the beneficiaries of the project." 

This is a very isolated example in both scope and quantity of 
product, and refers primarily to deliveries in Suchitoto. This was 

w an area of conflict that was particularly dangerous. As a result, 
beneficiaries were required to come to the warehouse of World 
Relief in Suchitoto where basic grains were distributed for several 
communities. Therefore, the Shipping Document, which was for 
several communities, does not have the beneficiary receipts filed - under the name of Suchitoto, which was not a specific project. 
Rather, they are filed under the name of each individual project. 

"d) Cards that support the delivery of products are not signed in 

.* 
acknowledgement of receipt by the beneficiaries." 

This comment is quite misleading as we have only found three 
Beneficiary Receipt forms that are not signed within all the 
examples given by the auditors. 

* 

"e) Some of the cards for delivery of products that support the 
fdlowing shipments have been altered." 

It is true that there are a small number of examples of 
- 3eneficiary Receipt Form #I in which the type of seed has been 

modified but this does not constitute a serious problem. In fact, it 
supports the Shipping Document (envio) with which this is in 
agreement. This happened in deliveries in isolated parts of the 
country when a copy of the actual form for that part ic~~lar seed 
was not available. It is important to note that all the Shipping - Documents referred to have a minimal monetary value. In addition, 
there exists Beneficiary Receipt Form #2 to support many of these 
deliveries. 

.- 
"... we could not verify if the persons that acknowledged receipt by 
signing the shipment forms are those authorized by the institutions 
mentioned. " 
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Each of the institutions with which World Relief worked 
- provided the names of their employees that were responsible to 

receive deliveries of basic grains. This information is clearly 
indicated in the workbook (Libro de Trabajo) that most staff 
mernSers carried and that was presented to USAID. See Exhibit 13 
for an example of a page ,from the workbook for the first basic 
grains season. - 

Finally, in evaluating the deliveries to other institutions, we 
believe that it is important to recognize that decisions were 
communicated through regular meetings that included high-level 
representatives of USAID, Conades, Fedecredito, the International 

-- Rescue Committee, Fe y Trabajo, World Relief, and the program 
monitoring agencies. Ronco was contracted by USAlD to carry out 
monitoring of project deliveries and therefore participated in the 
entire process. 

See Section 2.20.A for further comments. 
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Finding #2 There was lack of evidence that purchases of 
goods and services were .delivered to project 
beneficiaries. 

The auditors may have drawn this conclusion due to an 
incomplete understanding of World Relief processes. Most 
purchases made by World Relief did not go directly from the vendor 

P to a beneficiary. Rather, they went from a vendor to a warehouse, 
and later from the warehouse to the beneficiary. It appears that 
the auditors sought to verify the second part of this process but 
only with the Shipping Document from the vendor to the warehouse. 
In addition to this, the auditors should have examined the 
documentation that shows the release of inventories from the 
warehouse to the beneficiary. 

World Relief does recognize that there are deficiencies in the 
documentation in a number of the examples cited but believes that 

- ihere is sianificant evidence to establish that aoods and se . .  . rvices 
were del~vered to benef~crar~eg. 

See Section 2.20.C for further comments. 
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Finding #3 Documentation supporting payment for goods and 
services issued in the name of World Relief 
Employees. 

Certain checks were issued in the names of employees to 
cover expenses greater 'than the liniit of the petty cash box but that 
needed to be paid in cash. This was at times due to their isolated 
location, the inconvenience of going to a bank, or the desire to 
receive a secure form of payment. 

The people that were authorized to receive such checks were 
generally the Area Coordinators (Ernesto Anaya, Lorena de Herrera, 
Fernando Abel Benitez) and ,the Messenger (Jorge Palacios). 

We always required the appropriate supporting documents to 
support the disbursement. As many of these people were manual 
laborers or part of the informal economy, they often did not have 
receipts of their own. In such cases, we provided a standard 
receipt format that we asked them to complete. This signed 
receipt was then presented to the head office which issued a check, 
that was then cashed and used to make payment to these people. 

See Section 2.20.K and 2.20N for specific comments on each 
check. 

Finding #4 Disbursements are not supported by their 
respective documentation. 

We accept the observation in three of the four examples given 
but emphasize that they are very isolated. In addition, each 
transaction has documentation to establish its legitimacy in spite 
of certain deficiencies. Given the thousands of transactions that 
we realized each year, we do not believe that three examples 
should constitute a finding of a material internal control weakness. 

See Sections 2.20.F for specific comments on each check 
cited. 
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Finding #5 Lack of price quotations of goods and services. 

World Relief solicited formal bids in its purchasing system 
on the vendor's letterhead through March, 1989. We note that all of 
the examples given by the auditors refer to check numbers. If they 
only looked at the check then in many cases they would not have 
seen the quotes. This is because under this system they needed to - go to separate folders that maintained quotes in alphabetical order 
of vendor name. 

As of March, 1989, we converted to new internal control 
systems that included standard quote forms that were cross- 

* referenced to Purchase Orders and thus checks via the use of pre- 
numbered forms. 

World Relief believes this finding to be mistaken and 
incorrect. 

Finding #6 There was lack of evidence that goods were 
received by World Relief. 

Most of these transactions are for services. In the case of a 
service, inventory controls and reception processes are completely 
different than in the case of goods. This is due to their intangible 

- nature. The authorization of the Check Request form is considered 
to be the recognition of the receipt of the service. As these 
particular services were charged to the administrative budget, the 
Administrator was responsible to recognize their receipt. 
Therefore, all of the services have evidence of receipt. 

- 
In the case of the purchases of materials that are listed, all 

of them are very clearly signed received by World Relief employees. 

World Relief believes this observation to be completely 
incorrect. See Sections 2.20.D and 2.20.G for specific comments on 

.- 
each check cited. 
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Finding #7 Checks cashed by World Relief employees. 

Due to the isolated zones in which we worked, the 
inconvenience for many rural people to go to a city to find a bank, 
or the desire to receive a secure form of payment, many people did 
not aant to receive payments by check. Typically, we sought to 

d 

overcome this problem by issuing checks in the name of authorized 
employees who would cash them, make the payments in cash, and 
present the appropriate documentaion. 

Nonetheless, there are a few examples of employees 
endorsing and cashing a check on behalf of its recipient in order to 

PC facilitate legitimate project activities. This was not an 
authorized practice though we do believe that these isolated 
actions were taken in good faith by these employees. It is 
important to recognize that endorsing checks on behalf of another 
person is an accepted practice in the Salvadoran banking system. 

V 

See Sections 2.20.J and 2.20.M for specific comments on each 
check cited. 

Finding #8 Checks cashed by persons other than the payee. 

The criteria expressed is incorrect as #the cashing of checks 
- by third parties is an activity outside of the reach of internal 

controls of World Relief. Our responsibility is to assure that the 
correct person signs the check voucher thus indicating the receipt 
of the check. 

- < 
It is important to understand this situation based on the 

reality within the banking system in El Salvador. In practice, 
virtually anyone can cash a check that is made out in the name of 
another person. Usually, all that is necessary is to sign and 
present one's identity card. This practice is common and little is 
thought of it. Within this context, there is no basis to hold World 

- Relief accountable nor to suspect any type of inappropriate action. 
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World Relief believes that this point is irrelevant and outside 
of World Relief's control. See Sections 2.20.1 and 2.20.L for 

- specific comments on each check cited. 
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4.00 Compliance with Agreement Terms, and 
Applicable Laws and Regulations 

World Relief disagrees with the materiality of Findings #6 
u and #7 and takes exception with significant aspects of Findings 

#1, #2 and #3. In addition, we feel that other findings do not 

- adequately reflect our normal practice, but are rather very isolated 
examples. 

Finding #I Purchases were not in compliance with the 
- agreement terms. 

As stated in Section 2.20.8, split purchases were carried out 
in order to respond rapidly to program needs. World Relief stopped 

- the practice early in the period covered by the audit. 

This practice was never carried out in order to avoid 
competitive bidding as the auditors imply. To the contrary, World 
Relief has written quotes extended in the same period for 
purchases cited in this finding. It is contradictory that after - stating that World Relief split purchases to avoid competitive 

bidding, the auditors mention a purchase of rafters and beams from 
El Pinito using the very quotes that we had in our files. 

As regards the specific observation regarding El Pinito, it is 
- true that World Relief did not buy from the low bidder. We chose El 

Pinito because they were able to supply large quantities of 
materials on a rapid basis. See Exhibit 14 in which El Pinito 
justified higher prices on this basis. It is important to note that in 
making a purchase, 'the criteria is not simply the best price. 

M 

Quality, delivery terms, transport and many other factors must be 
taken into account. As part of the purchasing system that World 
Relief implemented in this period, non-price factors were formally 
documented. 

See Section 2.20.8 for further comments. 
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Finding #2 Purchases were incurred without written approval 
from AID. 

We disagree that all of the checks listed required an 
authorization. In addition, those that did require an authorization 
were existing commitments at the point that the purchasing ceiling 

- was lowered from 25,000 colones to 10,000 colones. Nonetheless, 
World Relief responded by requesting written authorization in some 
of the cases cited. 

See Section 2.20.H for specific comments on each check cited. 

Finding #3 International air travel and transportation 
expenses were incurred without written approval 

- from AID and inadequate supporting 
documentation. 

Several of these trips have clear written authorization from 
USAID. In addition, there was an implicit authorization in the - international travel made at USAID's request in the case of !he 
forced evacuation during the FMLN offensive of 1989 and in an 
earlier trip made to Mexico on behalf of the Basic Grains program. 

See Section 2.20.E for specific comments on each transaction 
- cited. 

Finding #4 Payroll documents lacked tax stamps. - 

This observation of the auditors is correct. Nonetheless, 
World Relief has long since put the appropriate tax stamps on the 
payroll documents and considers this finding to have been limited. 
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Finding #5 Income tax was not withheld on danger pay. 

The auditors are correct in this observation though we do not 
feel that it is clear that tax had to be withheld on danger pay. The 
applicability of Articles 1 and 119 of the Work Code, Executive 
Decree number 12 published in the Official Diary number 45, of 

- March 6, 1989, leave room for different interpretations. 
Nonetheless, World Relief will withhold income tax on danger pay 
if  we face such a situation in the future. 

Finding #6 Non-compliance with fiscal requirements. 

World Relief accepts that in these eight isolated examples 
.,. we mistakenly accepted receipts from vendors which did not have 

the appropriate tax stamps. Nonetheless, we do not consider this 
to be material given the thousands of receipts we processed 
annually. 

World Relief believes this finding to be immaterial as we 
e clearly complied with fiscal requirements in over ninety-nine 

percent of the transactions. 

Finding #7 Labor contracts are not signed by the organization 
representative. 

World Relief contracts were never prepared corresponding to 
the period 1 October, 1988 to 30 September, 1989 as the auditors 
implied. Rather, due to various factors, several contracts covered 
this period of time. Each employee had a contract for the following 
periods: 

1 October, 1987 to 31 December, 1988 
1 January, 1989 to 31 January, 1989 
1 February, 1989 to 28 Februay, 1989 
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1 March, 1989 to 30 June, 1989 
1 July, 1989 to 31 Decernber, 1989 

CI 

Of these five contracts, all are signed by the employee, and 
four of the five are signed by the legal representative. It is 
important to note that only the contract extending from March to 
June of 1989 was not signed by the legal representative. In that 

w 
period, this person resided outside the country and visited on an 
irregular basis. 

World Relief believes this finding to be irrelevant as we had 
employee signatures on all of the contracts and thus we were 
legally protected. - 
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5 . 0 0  Revised Financial Statements 

We assume that KPMG Peat Marwick's silence on this point 
implies acceptance of World Relief's revised financial statements 
for the period from 1 July, 1985 to 30 June, 1988. 
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zsnihit 2 :  Beneficiary R e c e l p t  Form 
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Exhibit 3: Beneficiary Acknowledgement Form 
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c:s despe i : roc  con la  seqcr:dad y  coniia?:a era que Dios n u e s t r o  Senor s e r a  el qu la  d e  s t 5  paso.. 

BEST AVAILABLE COPY 



Exhibit 4: WRC letter requesting waiver of purchasing authorizations 
111 

4v~rt;111~, Postal O r J . l R 0 .  Sari !~dc?r, E! Snlvar!or, C. ;4 : ~ ~ l * ! i : i r l r ~ .  Z:! 6,115 

:?-in Salvd~:)r, 112 (ic D i c  iembre de 1955 
Iu~?BS -;)I3 -0fjS 

1. World Relief qaiere I,WJ ir la suc.pnt:i r n d e l  r q u i s i t , ~ ~  de AID q1j.e 

la aqe~~cia t, i ene ql lij E C ~  b j . c i  t . . ~  ::~l>t,o~iza:: i : n FOP c l - ~ a l q u i e r  compra 
~ I J ?  t:xrX?c].-i de $ 5, . f.)rjo . - r:]a!-]c, q I t,lbn3 -: t:le nl.~pz.krp prt>gy,m,3 , ei; t,c 
:u.gl.mer~t;o int-ii?:~: cc?rrr~.ra,~ er1 'T#,tl.t.(j qr~e p.,.;-rjen ae r  1ui.3 rrmnera de 
:-&lcir costc~e .F,gmbjf:r: i:; t;r> r ' q ~ l . ~ r ; r n ? . ~  31,:~:t.r, nue:;tr.? ]~abilid.ld 
f j~ :  ~cE.~;'IIII~.Y~ 1- i p.i~I,:iment:~ r\ l : . ~  tn~,:e:;id.?~k-:~: ,!P el pr-(:)gr.ml. 



E l l n i b i t  5 -  S h i p p i n g  Document $0089 

ENVlO DE PRODUCTOS Y MATERIALES 
No. 0089 

SENOR: Pedro Flores BODEGA : San Francisco Gotera 

LUGAR : San Francisco Gotera PROYECTO : San Francisco 
SIRVASE RECIEIR A SU ENTERA SATISFACCION, EN FORMA INTEGRA Y EN BUENAS CONDICIONES LOS SlGUlENTES PRODUCTOS Y/O 
MATER IALES : 

ENVIADO POR . 

Q& z& ZdeD 

Mayo 2, 1989 FECHA : FECHA . 

cONTABILIDAD 
/ MY55A.  112102,  



L z n i b i t  6 :  WRC lecter requesting S.Gonzalez travel authorization 
'T 

- .&oartacio Postal 05.180. San Salt > r ,  El Salvador. C.  A. Telefono: 23-6416 

, ,+ . ~ C ! . ~ ? L . I A C ~  12011 10s " s t.311dard p r o v i 3 i o t i s "  eli lj~e8t.l 'O C O I ~ V ~ I I ~ C !  131>1I 
. - -  i 
- .  .. . . i!. ? ql-lieri-, s o l i c i t a r  l a  aprobacid~; l l  de g a s t o s  fie v i a j c  de? D i r e c t ; > r  
I11.g. Sa lvador -  ~onz , i l ez . ,  a l a  s e d e  d e  World H e l i e f  e n  wheat or^, 

I 
- ,  

I .  La wutorizac:ion s e r a '  p . 3 ~ 3  g.?st.~>:; ~ j e  t . r . .snsport .e,  : - I ? Q . ~ , ~ ~ T I ~ ~ I - I T , ~ : :  
1 

. . ,> -, . -. I-. m i d z . I - 

.F 

V i a j e r o  : Ing. S a l v a d o r  Gonzs l ez  
> 7 P r c p o s i t o  : i r .  a l a  s e d e  d e  World Rel ief  p a r a  r e p o r t s r  ei p r ~ g r e s c >  r i ~ f : ~  

programa d e  desp lazac ios  Y a l a  vez c n o r d i ~ ~ a r  10s p l a n e s  
por p s r t e  d e  l a  a g e ~ l c i a  e n  E l  S a l v a d i ~ r  pa ras  e i  s?lo 
t?:-ltrante . ,. : r i g e n  : an11 Salvacior 

Cestino : Chicago, 11. 
- ,  - i z i n e r a r i o :  San S a l v a d o r  a Miami s i b a d o ,  15 d e  O C ~ U ~ I ' C  TACA 31Ci 

Miami a Chicago  EASI1ERN 5d 
Chicago a Miami V i e r n e ~ .  . 2 1  de  o c t u b r e  EASTERN 9 3  
Miami a San S a l v a d o r  TACA 311 

- . - - , ust t?ci desea m a y o r  informaci.t:;~l en referenl-..i .a a t:ste v i a  j 12 puede 

.,.,rnl.~ilica~.z-;e i:onrnigo t e l e f  611icamente . S i ~ i  1) t1-I-, p a r t i c u l a r  p c ~ r  e l  
.- ;, , !2 (7; * i-1 T, I:? , 

BEST AVAILABLE COPY 

WORLD I--.. RELL EF E L  SALVADOF . I 

I Douglas  W .  B a s e e t t  
C 11, cl r cj 1 11 111. (11 :- ~j. .4 d m i 1-1 i y. 7 r. ,? ,: : i- 1~1 

. .  - - 7 I ;.- .- . ., s.;-v.ador. Gonzalez 
Of icina: Boulevard del Hipodromo, Pasaje 1 N o .  124, Colonla San Ben~to .  

~ .. . --- .. - .- - ~ - -  



Exhibi t  7 :  USAID l e t t e r  a u t h o r i z i n g  S.Gonzalez t r a v e l  

AGENCY FOR INTERNATIONAL DEVELOPMENT 

UNITED STATES OF AMERICA A. I. D. MISSION 

TO EL SALVADOR 

CIO AMERICAN EMBASSY. 

SAN SALVADOR, EL SALVADOR. C. A 

October 13, 1988 

Ing . Salvador Gonzalez 
Director 
World Relief 
San Salvador 

Dear Ing. Gonzalez: 

I am writing to you in regard to World Relief's letters dated 
September 29 and October 4 requesting permission for you to 
travel to Wheaton for the purpose of consulting with your 
headquarters office and attending a Country Directors meeting, 
and requesting permission for Ing. Barrientos to travel to Wash- 
ington, DC to participate in a Pan American Deve1opmep.t Founda- 
tion conference. 

As discussed with you over the telephone, we are approving your 
travel to Wheaton, however, we will not be able to support Ing. 
Barriento's travel to Washington, DC, as the purpose of the trip 
has no relevance to World Relief's Displaced Families Project in 
El Salvador. If your Wheaton office considers this conference 
important enough to have him attend we have no objection to his 
participation, however they will need to identify another source 
of funding for his travel. 

Please give me a call if you have any other questions. 

Respect@@ly yours, 

Chief 
Community Development Branch 



7- txhibit 3 :  USAID l e t t e r  au tho r i z ing  M.Beza t r a v e l  -. w 
4 AGENCY FOR INTERNATIONAL DEVELOPMENT 

UNITED STATES OF AMERICA A. I. D. MISSION 

TO' EL SALVADOR 

C/O AMERICAN EMBASSY. 

SAN SALVADOR, EL SALVADOR, C. A. 

3 de julio de 1989 

Ing. Guillermo Barrientos 
Director 
World Relief FJ Salvador 
Presente 

Ref: Grant Cooperati= Agre 
5194281-A40538840 
Program de Elnergencia: 
Ehpleo para Fad l i a s  Desplazadas 

Acusamos recibo de su carta de fecha 23 de junio de 1989, solicitando 
autorizaci6n para que e l  IX. JO& Manuel Bcza, Director del  Area M&dica de 
World &li.ef, pueda participar en e l  "Foro Iatinoamericam de Organizaciones 
No Gubernamentales, que Desarrollan Acciones en e l  Area Materm Infantil", 
activida" y e  wr& desarrollada del  27 a1 29 de julio de 1989, en ZqotA, 
Colanbia. 

Al respecto, deseamos informarle que hems analizado su solicitud y taPnando 
en cuenta l a  importancia del  evento para l a s  actividades de said que 
desarrolla esa 1nstituci6n, estarrros de acuerdo en que se envie ccano 
representante de World &lief a1  Ik. Wza, y que 10s gastos respectivos se 
carguen a1 rubro "Contingencias" del  convenio en referencia, autoriz6ndose. 
que 10s gastos se  efect6en en base a1 siguiente presuplesto estimado: 

1. ~ i s t i c o  autorizado para EIogo&, Colombia: 
$98.00 diarios, d x h o  5 dias, dependiendo 
de l a s  fedhas de salida y llegada: $ 490.00 

2. Taxis, aeroperto/impresto: $ 50.00 

3 .  'I'ransporte a6re0, hasta un h i m  de: $ 530.00 
$1,070.00 

Sin d s  sobre el  particular, me suscribo de Ud. 

Atentamente, 

~irec&r/de Of icina de 
Infraestructura y Desarrollo Regiondl 



THE PEC".E TO PEOPLE HEALTH FOUNDATllN INC. 

Proyecto H ope 
Exhibi t  9: P ro jec t  Hope APARTADO POSTAL 26 

l e t t e r  request  
insurance 

m~.: 23-731 1 - 23-7733 - 23-7488 

payment SAN SALVADOR, EL SALVADOR, C. A. 

June 28 de 1988 

HEF. No. 177 

S r  . K e v i n  Mckemey 
Director Regional, World Relief 
Blvd. del Hipdram, pje.  1 #I24 
Cbl. San Benito, San Salvador 

En esta fecha entregams en d i d a d  de p r k t a o s  un Pick-Up con 
las caracteristicas s iguientes :  

P - 52-870 
JEEP 
8 5 
M&CO 
2 asientos 
Gasolina 
411 CIO 
IJECM26U5FTD77466 
Blanco 

Mica 
Extensi6n 
Llave E l e  
Llanta de  Repuesto 

- 
El vehiculo antes mmcionado se encuentra asegurado con la 
General de  Seguros S.A., por  la cantidad de  TREIN?IA Y CCHO MIL COLD 
NES ( C 38,000. a) . E l  Proyecto HOPE E l  Salvador, cancel6 a dicha - 
m a  en c o n c q t o  de prima, UN MIL CU3EVTA 50/100 - 
mIX>Li ( C 1,780.50) , va lo r  que les rcyamos nos sea reintegrado. 

El* ... - 99 



E x n i b i t  10: WRC l e t t e r  r e q u e s t i n g  warehouse U A ~ U U ~ ~ C ~ ~ . ~ ~  ---..-- 
.+- 

Aoarrado 77staI 05.180. Sari Salvaoor. E l  Salvador, C. A r @ l a f ~ n o .  23-6a16. 
1 4  

BEST AVAILABLE COPY 
-~ 

~ ~ ' ( ~ k ~  1,3&pJ 2 2 G 3 .  ass 

San Salvadcr. 16 3e F e b r e r o  d e  1989 
101 IG5-08-- 

- _-- .  - 
I - ,  -=  --.7,3c3 .=e-C3r '-'mc>: 

3-- , 3 t e  .mi0 ?st~n~)s -so! icitarjo la 3utcr:;ac; :n x- !a zzmorz <le ios 
= ~ C " ~ W ~ P S  ,-r~ter:al~ 3 -e-llc:ss =m ./alor oue owcae 3 ios = Z.Ci~7 .W:  

I. X l f f ~ i l e r  mensual de 2 camiones 
!P-iJOl2/P-532241 - COST0 .ECJRPE?JTE 

2 .  ; i ?~ : l o r  nsnsual .de oficLna c e n t r a l  en 
331zn:a S a n  Senito - CCSTC ?.ECVRilE?ITE 

I 
j 3.  i l = : i l e r  rnensual ,3e Sodeqa de g r a n c s  

i l a s l r g s  on Lourdes - 33STO 3ECURRE:JTE 

I 

24  de Eebrtro je !%? la m a x a n a .  l iar-s  5 t a  trvrsacci;n el - 
Favor de devolvcmcs una cooia de +sta c a r t a  c m  autcrizaclin. Sin 1-3 

=or 91 m t g  me susc~ibo de u s t d .  

:~q-c la :  2 /21 /89  :L :n 
1 .  APPROVED THROUGH 3 / 3 1 / 8 9  

, 2 .  A P P R O V E D  I N D E F I N I T E L Y  
" 3 .  M P R O V E D  THROUGH 5 / 3 1 / 8 ?  

Oficina: Soulevard 3 ~ 1  Hiot5dromo. Pjsaie 1 ? J o  124. Colnnla San Bentto 



Exhibit 11: Signature page for Amendment /I10 

* 
Please sign the original and three (3) -pies of this letter to acknowledge 
your acceptance of the terms and anditions of the Agreerent an3 receipt of 
this Amendment, and return the original a d  t m  copies to the uSAID/E~ 
Salvador. 

Sincerely yours, 

Director 

Iaura K. McGhee 
Agreement Officer 

I .  I 

Kevin C W &  



Exhibit 12: Example of a basic grains package 

!NSUMCS ENTREGLIDOS 64 CLIDA F 6 4 M I L l f i  2ARA 1 M64NZAN64 
---------------------.--------------------------- ------------------------------------------------- 

BEST AVAILABLE COPY 



Exhibit  13: Control sheet  indicating promotors authorized 
t o  rece ive  bas ic  grains shipments 

FECHA: 4 DE A a R I L  DE 19eR 

..................................................................................................................... _______________-_-_-------------------------------------------------------------------------------------------------- 
DEPARTAkEHTO. : H U H I C I P I G .  CDRUIIDAD :#A#ZANAS: RESPOKSAELE. I 1 

--------------------------------------------------------------------------------------------------------------------- --------------------------------------------------------------------------------------------------------------------- 
AHUACHAPM : 3H. FCO. t!EI;E!iLE!. - ! COI.  EL hILAGF.5. : 44 : F W H C I S C O  GAHAHOKA. FCO. CRU! DELGADO. I 6 . ISH.  FCO. KEHEL5E i .  : C k f i l  SUC!A. ! 65 :hli6E!INA DUBON, PAbLO NOYDLA. .. 

m I JUJUTLA.  I H9A. CLTAf i  INA .  : 17 :HARCO ANTONIO CALLE, t IARIA J U L I A  ALAS. 1 

SDhSOkilE . LdCkJU [LA. #,rta. EL HOhL. ; 69 :JOSE LUlS HEHJIVAH, H A H I 4  COLOkES HENJIVAh .  : . I . . '  

w :ACAJUTLA. 1COL. E L  DbkAJE.  : 30 i J U i i h A  CRU? JOVE!, L U I S  ANTOHID ARIAS.  I 

m : f iCAJUTLir. ICAS. SA% ?ED55 EEiEH.:  !5 : C I R i O S  W E E  R J I A ,  ELBA ALFARO HELEAR. : 
--------------------------------------------------------------------------------------------------------------------- ..................................................................................................................... 

!OTr:L . . S i . 3  - ' 

FECHA: 5 DE 16RTi Di !%a 

............................................. ....................................................................... ---------------------------------------------,----------------------------------------------------------------------- 
Sf!hScl!ifiTE . : S@#SONATE. ICOL. LC5  LEL!CIAS. : . . 

:JUAN FAbLO OUINTANILLA,  LUCIA  DE i .  IACOBO i 
:STA.CA!bRINA HASAkdb: : U C L L S I A  J d N I L I F L L ,  i : H I L D A  DE tlORAN! V ICTDi i  ALVAkENiA .  
: I!bLC!l 8 r A P  . ,HJ. E L  !i!N!A :RDSA ELEt iA TELLES, CANDELARIG A. h6nEkD. : . : CU! SNAHULl  . l O Y  I D 1 0  R I V E W ,  JOSE HANUEL kODAS. . ' " . P  i SAS J U L  i ;ti. ; L ~ J .  CHILATA. , : J I H  DOLORES iiGDkI6!!E!, PASTC!!i EAKT INEZ.  : 

BEST AVAILABLE COPY 



ASERRADERO 

"EL PINITO" 
101. AV. BUR NO. 1-1. SANTA rrCLA 

TELS. 28-0014 - 28-3442 
- - 

Exhibit 14: E l  Pinito l e t t e r  explaining 
price l eve l s  

2 de Junio de 1988,- 

Seiiores 
WORLD RELIEF 
Presente : 

Att-Sra, Zoila El de Diaz 

Estimados seiiores: 

En atencion a su carta con fecha 31 de Mayo del 
presente o quiero manifestar mi agradecimiento por 
preferir nuestra agencia para proveerles de materiales. 

Quisiera informarle que para servirle de la manera 
como lo hemos estado haciendo, hemos tenido incurrir 
en costos adicionales de mercado,ya que hay un monopolio 
de este producto en el exterior y para que nos puedan 
servir con prontitud tenemos que comprar a mayor costo. 

Ademas esw dificil que las personas que ofrecen 
prercios mas bajos tengan la cantidades de ;?roducto :. 
que ustedes necesitan ya que mantener este volumen 
de materiales demanda un gran riesgo de inversion y \ 
un mayor costo de almacena je e inversion. I 

Por otra parte 10s prccios que ellos ofrecen son 
solo para atraer clientela,si ustedes les hacen un 
pedido,no pueden servirles de inmediato ya que primer0 
tienen que hacer el pedido y podrian tardar por lo menos 
de 20 a 30 dias-Otra de nuestras razones de este precio 
es la calidad de producto que ofrecemos, otros 
proveedores ofrecen precios mas bajos per0 es inferior 
calidad,hasta podrian hacer un intercalado de calibre 
entre la cantidad suministrada. 

El precio que puedo ofrecerles es de C31.50,de 
producto de primera calidad-Esperando 
satisfactorio la oferta a la que puedo llegflr. sea 



APPENDIX 

REPORT DISTRIBUTION 

U.S. Ambassador to the El Salvador 
D/USAID/EY Salvador 
M L A C  

- LAC/CEN 
XAIPR 
LEG 
GC 
M O P S  

- M F A  
FA/FM 
POUCDIE/DI 
FA/MCS 
IG 
AIGIA 

- D/AIG/A 
IG/A/PPO 
IG/LC 
IG/RM 
IG/I 
IG/A/FA 

- IG/A/PSA 
RIG/A/EUR/W 
RIG/A/Cairo 
RIG/A/Dakar 
RIG/A/Nairobi 
RIG/A/Singapore 

- RIG/A/Viema 




