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MEMORANDUM

TO: D/USAID/EI Salvador, John Sanbrailo
FROM:  RIG/A/T, Lou Mundy g

SUBJECT: Audit of USAID/E] Salvador's Public Sector Restoration Project,
Managed by the Ministry for Economic and Social Development
Planning and Coordination, October 1, 1988 to September 30, 1990

This report is one of six reports which present the results of a financial audit of
the Public Sector Restoration Project (Project), USAID/EI] Salvador Project No.
519-0279. This report is on those Project activities managed by the Ministry for
Economic and Social Development Planning and Coordination (the Ministry) for
the period October 1, 1988 to September 30, 1990. The audit firm of Arthur
Andersen & Co. prepared the report dated November 24, 1992.

The purpose of the Project was the restoration of vital public services, interrupted
as a result of problems of violence in El Salvador, either by repairing or replacing
the infrastructure damaged or providing other alternatives for these services. The
Project was completed on September 30, 1990. Of the $97.3 million in A.LD.
grants disbursed during the life of the Project to the six entities implementing this
Project, the Ministry received $1,472,422 in commodities. During the audit
period the Ministry received commodities totaling $509,493 under the A.LD.
Grant.

The objectives of the audit were to determine whether: (1) the Ministry’s
equipment/supplies accountability statement presents fairly, in all material
respects, the amount of the acquisitions made under the Project for the period
audited, (2) the Ministry's internal control structure was adequate to manage
Project operations, and (3) the Ministry had complied with Project agreement
terms and applicable laws and regulations. The scope of the audit included an
examination of the Ministry’s activities and transactions to the extent considered
necessary to issue a report thereon for the period under audit.



The auditors concluded that the equipment/supplies accountability s:atement
presents fairly, in all material respects, the amount of acquisitions made under
the Project and managed by the Ministry during the period audited.

The auditors identified a material weakness in the Ministry’s internal control
structure for Froject activities in that it does not have adequate control over the
location of Project equipment. With respect to the Ministry’s compliance with
agreement terms and applicable laws and regulations, the auditors found two
material instances of noncompliance: the Ministry 1) had not performed audits
or evaluations of Project activities and 2) did not have separate accounting
records to account for equipment/supplies acquired under the Project.

Since thc Project has ended and the Ministry is not involved in the
implementation of the follow-on project, we are not including the auditors’
recommendations related to needed improvements concerning internal controls
and compliance with Agreement terms and applicable laws and regulations.
However, in considering any future projects with the Ministry, we strongly suggest
that USAID/E] Slavador management obtain assurance, as a part of the
evaluation process, that these problems have been corrected prior to the release
of A.LLD. funds to the organization.

The report was discussed with representatives from the Ministry who expressed
general agreement with its contents. Managements comments are included as an
annex to the Arthur Andersen & Co. report.



Regional Inspector General for Audit
Tegucigalpa, Honduras

Audit of USAID/EI Salvador’s
Public Sector Restoration Project
Managed by the Ministry for Economic and
Social Development Planning and Coordination
October 1, 1988 to September 30, 1990

Audit Report No. 1-519-93-02-N
December 18, 1992



FOR THE PERIOD OCTOBER 1, 1988 THROUGH SEPTEMBFR 30, 1990

TABIE OF CONTENTS

TRANSMITTAL IETTER AND SUMMARY
Background
Audit objectives
Scope of work
Results of the audit
Management comments
EQUIPMENT/SUPPLIES ACCOUNTABILITY STATEMENT
Independent auditors! report
Equipment/supplies accountability statement
Notes to the equipment/supplies accountability statement
INTERNAL CONTROL STRUCTURE

Independent auditors! report
Findings

Independent auditors' report
Findings

LIST OF REPORT RECOMMENDATICNS

ANNEX I - MANAGEMENT COMMENTS!

11
13
14

18
20

21
23

26



ARTHUR ANDERSEN & Co.

Edificio Centro Gerencial Las Margaritas

Diagonal 6, 10-65 Zona 10, So. Nivel

P.B.X.: 327939, FAXES: 316914, 316916
Guatemala, C.A

November 24, 1992

Mr. Iou

Reglonal Inspector General for Audit
Agercy for International Development
Teqgucigalpa, Honduras, C. A.

Dear Mr. Mundy:

I. BACKGROUND

There were six project implementation institutions. instituti
their activities in the project are d : g These institutions and
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(a) Lempa River Hydroelectric Executive
Commission (CEL)

This cormission was created as an autonamous public service institution.
Its purpose is to develop, conserve, administer and use the resources of the
Lempa River to provide power to El Salvador. 2s part of the project, CEL was
allocated the sum of USS 58,033,371 which were used to repair or replace

1) Allow rapid damage assessments and immediate repairs of the
electrical system,

2) Improve the security at key sites of the electrical network,

3) Support the electrical distribution Systems managed by CAESS, CLER,
CLESA, DESSEM and DUSEM, and

4) Install redundant power transmission line loops.

(b) National Admiuistration for Water
and Sewage (ANDA)

repairs to the national water and sewage system. The equipment included drilling
rigs and accessories, generators, Puping equipment, electrical components and
other related equirment.

(c) Ministry of Public Works (MOP)

MOP's role in the project was to rebuild roads damaged in the country's
internal conflict. Ppart of the Ministry's responsibilities was to acquire heavy
construction machinery through an institution createq for the purpose and called
Machinery and Equipment Administration (AME). It also included the acquisition
of structures to build a Bailey bridge o be used temporarily in the criticai
zones in the road system. MOP, through AME, executed project funds for a value
of US$ 21,075,519,

(d) Ministry for Econamic and Social Develop~
ment Planning and Coordination (MIPLAN)




ARTHUR ANDERSEN & Co.

a result of the violence in El Salvador. As part of the Grant Agreement, MIPIAN
received US$ 1,472,422 to support its activities.

{e) Autonomous Executive Ports Cammission (CEPA)

acquisition of heavy equipment, Tepalr parts, rolling stock and other tools and
equipment for the repair of vital rail lines.

{f) National Administration for Telecamminication (ANTFT,)

This entity received funds for US$ 1,279,680 which were used for emergency
repairs and the acquisition of spares for the national telephone system.

II.  AUDIT OBJECTIVES

This is a close—out financial audit of the Public Sector Restoration
Project USAID/El Salvador project No, 519-0279 for the period October 1, 1988
to September 30, 1990. This project was implemented by the ILempa River
Hydroelectric Executive Cammission (CEL), the National Administration for Water
and Sewage (ANDA), Ministry of Planning and Coordination for Econamic and Social
Development (MIPIAN), the Ministry of Public Works (MOP), the National Adminis-
tration for telecammmications (ANTEL), and the Autonomous Executive Ports
Commission (CEPA).

However, this report only cover activities of the project executed by
MIFIAN.

1. The equipqent/suppl_ies accountahility statement presents fairly,.in

2. The internal control structure including the control environment,
accounting system, and control procedures specifically related to
Procurement and accounting for camodities, of MIPLAN was adequate
to manage the project's operations.

3. MIPLAN complied with agreement temms, project implementation letters,
and applicable laws and requlations.

-5 -



III.

ARTHUR ANDERSEN & Co.

Although it was not the purpose of the audit, we were alert o situations
or tramsacticns that could be indicative of fraud, abuse, and illegal expendi~
tures and acts.

SCOPE OF WORK

The scope of our work was the following:

A.

10.

11.

Pre-audit steps

Contracts and subcontracts with third parties,

The budgets, project implementation letters, and written procedures
approved by USAID/El Salvador to manage the project,

Office of Management and Budget (QMB) Circular A-122 Cost Principles
for Nonprofit Organizations,

A.I.D. Handbook 11, Country Contracting, specifically Chapter 4, Cost
Principles,

A.I.D. Handbook 15, Cammodities, specifically Chapter 10, Commodity
Arrival and Disposition,

RIG/A/T Cammodity Audit Report,

USAID/E]l Salvador Mission Order Manual (MM), subchapter 7030,
Monitoring of receipt and end-use of program and project Cammodities,

All project financial and Progress reports, and MIPLAN's chart of
accounts, organizational chart, accounting system descriptions,
procurement policies, receipt of commodities, warehousing and
distribution procedures of materials, as hecessary to successfully
complete the required work.

Equipmen t/supplies accountability statement
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USAID/E] Salvador, the cost of each item and the total per line itam, comparison
between the budget and actual expenditures, the balance in quantity and amount
at the end of the period audited, and questionable amounts.

The report on the equipment/supplies accountability statement was prepared
as stated in section V of the statement of work, and is presented in accordance
with the statement on Auditing Standards (SAS) No. 62, Special Reports, of the
American Institute of Certified Public Accountants (AICPA), and the "Government
Auditing Standards" of the Ug Camptroller Gen .

We obtained accounting reports from USAID/El Salvador which show vouchers
paid, ing the audit period to various vendors and govermmental agencies for
US Dollar funded cammodities related to Project 519-0279. The equipment /supplies
accountability statement was based on the information provided by USAID/E1
Salvador and included separate identification of those equipment/supplies by line
item. We verified that direct A.I.D. procurement is accounted for and control
procedures exist to adequately safeguard such assets.

The specific abjectives at the audit were to:

1. Determine whether all the commodities provided by USATD/El Salvador
during the audit period were actually received in the quantities and
condition for which payment was made and were adequately reported;
and, if not, that claims for differences were properly made.

Questionable costs (if any) are presented in the equipment/supplies
accountability statement in two separate categories (1) "questicnag"
costs that are explicitly ineligible because they are not project
related, unreasonable or prohibited by the agreement or applicable
laws and regulations, ard (2) "unsupported" costs that are not-
Supported with adequate documentation or are not appropriately autho-

2. Review whether transfers of equipment/supplies to and frcm the
warehouse were properly documented, authorized and recorded. and that
the deliveries have been received by posts or other location, and

4. Reconcile the inventory records for each warehouse as of September
30, 1990 with the commodities received and shipped, and the physical

5. Review purchases made by USAID/El Salvador on behalf of the prciject
to evaluate procedures used by MIPLAN, as applicable, to properly
record and control the assets and commodities received.

-7 -
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C. Internal control structure

We reviewed and evaluated MIPLAN's internal control structurz related to
the project's management as considered appropriate to camly with generally
accepted auditing standards. The major internal controls that were evaluated
included but were not limited to the adequacy of the accounting and information
Systems, procurement procedures, fixed assets and inventories,

D. Campliance with agreement temms and
applicable laws and requlations

Our work on MIFLAN's campliance with agreement temms, and apglicable laws
and regulations was designed to:

1. Identify the agreement tems, project implementation letters and
pertinent laws and regulations, and determine which of +hose nct
observed could have a direct and matarial effect on the project's
equipment /supplies accountahility starement.

2. Assess the intemal controls in blace to assure campliance with
agreement terms and applicable law and regulations, assure that each
Procurement transaction reviewed meets the source and origin criteria
as required by the agreement, and meets bidding reguirements
established by A.I.D.

3. Design steps and procedures to test campliance with agresment terms
and applicz:zble laws and regule.itions to provide reascnable assurance

4. Determine if equipment/supplies have been used for purposes not
authorized or not in accordance with agreement terms. If so, identity
these costs as questionable.

5. Determine if counterpart contribution and technical assistance, zs
applicable, are obtained opportunely according +o the agreement and
to the project's needs. Quantify any shortcomings in this area.

IV.  RESULTS OF THE AUDIT

Equipment/supplies accountabil ity statement

The equipment/supplies accountability statement present fairly, in all
material respects, the amount of acquisitions made under the camponent execute
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internal control structure

The assessment of MIPIAN's internal control revealed the following reporta~
tle couditicn:

- Lack of information in the reports on location of the emergency
electrical generators.

Campliance with agreement terms and,
applicable laws and requlations

Fxcept for the noncampliance situations described in findings 1 and 2,
MIPLAN complied in all material respects, with the terms of the agresment and
applicable laws and regulations. With respect to items not tested, nothing came
our attention that caused us to believe that MIPLAN had not camplied, in ail
material respects, with the terms of the agreement and applicable laws and
requlacions.

Adreement terms

- Noncampliance with the requirerents of Article 5 Section 5.1 "Project
Evaluation", and Section B.5 "Reports, records, inspections, audits"
of Exhibit 2.

During the period fram October 1, 1988 to September 30, 1990
no project evaluation was made and independent audits were not
contracted to review project records.

Under Article 5 Section 5.1, unless the parties agree otherise
in writing, the program is to include, during execution of the
project and once or more times thereafte:

(&) An evaluation of progress towards attaining project
objectives,

(b)  Identification of problems which can impede attainment
of project objectives,

(c) Implanentation' measures to correct major pmbl_ems

(d)  2n evaluation of the global impact of the project on
development.

- Noncampliance with the requirements of Section B.2 "Follow up and
report on project", Insets a) and b), and Section B.5 "Reports,
records, inspections, audits", Inset (b) of Exhibit 2.

Under this clause, MIPLAN should have kept or seen to it that
project and agreement related books and records were kept
according to generally accepted accounting practices and in

-G~
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Iistofgoodsreceiveddxningthequarter, their value,
and cumlative value of all products received to date.

Information on the condition of goods on arrival in E1
Salvadorandanyactionstakeninrelationtodamaged
or incamplete packages.

Briefdescriptionoftheusemadeofthemodsin
relation to the purposes of the project.

Certificationtotheeffectthattheg)odsarebejng
used in accordance with project goal and purpose.
V. MANAGEMENT CCMMENTS:

MIPLAN'smanaganentagreeswiththeamiitreport, and has already given
instructions to correct such deficiencies in the future.

ﬂ/%«/ﬂmﬁ&.

-10~
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PUBLIC SECTOR RESTORATICN PROJECT
USATD/FL, SATVADOR PROJECT No. 5190279
COMPONENT MANAGED BY

mmsmmmucmmmommr
PLANNING AND COORDINATION

PMENT/SUPPLIES ACCOUNTABILITY STATEMENT
FOR T#HE PERTOD OCTOBRER 1, 1988 THROGGH SEPTEMBER 30, 1990

INDEPENDENT AUDITORS' REPORT

We have audited the accampanying equipment/supplies accountability
Statement of the FUBLIC SECIOR RESTORATION PROJECT USATD/EL SALVADOR PROJECT No.
519-0279, COMPONENT MANAGET BY THE MINISTRY FOR ECONCMIC AND SOCIAL DEVELOPMENT
PLANNING AND COORDINATION (an autonamous public service institution), for the
period October 1, 1988 through September 30, 1990. This equipment/supplies
&ccountability statement is the responsibility of the Ministry for Econamic and
Social Development Planning and Coordination. our responsibility is to express
an opinion on this statement based on our audit.

We conducted our audit in accordance with generally accepted auditing
Standards and except for the matters discussed in the following paragraph, with
the United States Camptroller General's Goverrment Auditing Standards (1988
Revision). Those standards require that we plan and perform the audit to cbtain
reasonable assurance about whether the equipment/supplies accountability
Statement is free of material misstatement. An audit includes examining, on a
test basis, evidence Supporting the amounts and disclosures in the accountability
Statement. An audit also includes assessing the accounting principles used and
significant estimates made by the Administration, as well as evaluating the
overall equipment/supplies accountability statement presentation. We believe
that our audit provides a reascnable basis for cur opinion.

We did not have an external quality control review by an unaffiliated audit
organization as required by paragraph 46 of chapter 3 of Goverrment Auditing
Standards since no such quality review program is offered by professional
organization in Guatemala. We believe that the effect of this departure from
the financial audit requirements of Goverrnment Auditing Standards is not material
because we participate in the Arthur Andersen & Co. worldwide internal quality
control program which requires the Arthur Andersen-Guatemala office to be
subjected, every three years, to an quality control review by partners and
Tanagers from other Arthur Andersen § Co. offices.

In our opinion, the equipment /supplies accountability statement referred
to above, presents fairly, in all material respects, the amounts of the
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This report is intended for the information and use of the Ministry for
Econamic and Social Development Planning and Coordination, the Government of the

report, which upon acceptance by the office of the Inspector General, is a matter

Guatemala, C. A.

June 26, 1992



PUBLIC SECTOR RESTORATION PROJECT
——== oL TUR NESTURAVION PROJECT
USAID/EL SALVADOR PROJECTO No. 519-0279

COMPONENT MANAGED BY

THE MINISTRY FOR ECONOMIC AND SOCIAL DEVELOPMENT
07 7% LLONNIL AND SOCIAL DEVE!LOPMENT

PLANNING AND COORDINATION (MIPLAN)

EQUIPNENT/SUPPLIES ACCOUNTABILITY STATEMENT

FOR THE PERIOD OCTOBER 1, 1988 THROUGH SEPTEMBER 30, 1990

Accumulated

direct Period October
Project purchases as 1, 1988 through

Budget total direct of 30-09-88 September 30,

Activity (unaudited) purchases (unaudited) 1990

(See Note S)
2-Project support activities Us$ 1,488,000 us$ 1,457,284 Uss 962,929 uUss 494,355
22-Contingency Fund 15,000 15,138 - 15,138

Uss 1,503,000 USsS 1,472,422 Us$ 962,929 uss 509,493

The notes to the equipment/supplies accountability statement are an integral part of this statement.



PUBLIC SECTOR RESTORATION PROJECT
USATD/EL_SATVADOR PROJECT No. 519-0279
OOMPONENT MANAGED BY

mmsmmmcmmmmm

PLANNING AND COORDINATION (MIPLAN)

mmmggmzmmnmmm
FOR THE PERTOD OCTOBER 1 1988 THROUGH SEPTEMBER 30, 1990
HH

(1) Brief history and description of the project

On May 16, 1983 the Goverrment of the Republic of El Salvador signed Grant
Agreement No. 519-0279 for an original amount of US$ 11,000,000 with the United
States of America through the Agency for Internmational Development (AID). The
original agreenenthasbeenamendedlltjlresamiﬁmdshavebeenincreasedto
a new total of US$ 98,000,000. In addition the Govermment of El Salvador agreed
to provide a counterpart contribution of US$ 2,433,000.

The purpose of the project was the restoration of vital public services
which had been interrupted as a result of problems of violence in El Salvador,
either by repairing or replacing the infrastructure damaged or providing other
alternatives for these services. Subproject activities carried out under the
project were to include the restoration of electrical power, telecammunications
andwaterdistributionsystarsandthempairofdmtagedmﬂmadeqﬂprent,
bridges, construction wvehicles and equipment, buses, and other activities
approved by the Deputy Acministrator of the Office for Latin American and
Caribbean Affairs or his representative.

(2) Brief history of the implementing unit

AGrantAgreenentwassignedbetweenthishﬁnistzyandtheAgemyfor
International Development of the United States in E1 Salvador (USAID/EL SAIVADOR)
to finance the project for restoration of vital public services interrupted as
a result of the violence in El Salvador. Aas part of the Grant Agreement, MIPLAN
received USS 1,472,422 to support its activities.

(3) _ Currency umit

The equipment/supplies accountability statement, was prepared in United
States dollars, in which currency the disbursements were made for the acquisition
of equipment and supplies.

(4) Principal accounting policies

Presentation basis

The equipment/supplies accountability statement, was prepared on a cash
basis of accounting, which is a camprehensive basis of accounting other than
generally accepted accounting principles.

¢ \\



(5) _ Direct purchases made by A.I.D.

As part of the project grant, in the period from October 1, 1988 to
September 30, 1990 USAID/El Salvador made the purchases indicated below for

Letter of

cammitment Supplier Date Amount
587 Edison Hubbard 17-01-89 $ 398,714
628 Edison Hubbard 28-07-89 95,641
681 Joel Group 04-04-90 15,138

I

$ 509,493

(6) Accumlated equipment/supplies
accountability statement

The accumilated equipment /supplies accountability statement for the project
fram the beginning of the project March 16, 1983 to September 30, 1990 and for
all components shown in the following pages:

—15—



PUBLIC JECTOR RESTORATION PROJECT

USAID/EL SALVADOR PROJECT No. 519-0279
ACCUMULATED EFQUIPMENT/SUPPLIES ACCOUNTABILITY STATEMENY

FOR THE PERIOD FROM THE BEGINNING (MARCH 16,1983) THROUGH SEPTEMBER 30. 1990

Entity/Activity

The Lempa River Hydroelectric

Executive Commission
01-Procurement of equipment
O4-Leasing of helicopters services
05~Purchase of gas Turbine
21-Purchase of emergency generator
22-Contingency Fund

The Ministry of Public Works-
07-Purchase of Bailey Bridges
08-Purchase construction equipment
22-Contingency Fund

The Autonomous Executive Ports
Commission

09-Purchase of heavy equipment

22-Contingency Fund

The National Administration for
Telecommunications

11-Emergency Repairs

22-Contingency Fund

To page 2 of 2...

Accumulated Disbursement of
disbursement the period October

Budget Project total as of 30-09-88 1, 1988 through
(unaudited) cdisbursement (unaudited) September 30, 1990
$ 38,044,000 us$ 37,861,536 Us$ 27,965,763 uss 9,895,773
8,503,000 8,494,377 6,757,762 1,736,615

8,302,000 8,301,800 8,301,800 -
2,000,000 1,998,725 1,970,105 28,620
1,396,000 1,376,933 6,419 1,370,514
58,245,000 58,033,371 45,001,849 13,031,522
2,554,000 1,861,219 1,525,357 335,862
18,866,000 18,851,076 17,484,469 1,366,607
379,000 363,224 - 363,224
21,799,000 21,075,519 19,009,826 2,065,693
3,997,000 3,996,743 3,401,936 594,807
57,000 55,085 - 55,085
4,054,000 4,051,828 3,401,936 649,892
1,245,000 1,245,377 1,245,377 -

36,000 34,303 - 34,303
1,281,000 1,279,680 1,245,377 34,303

Uss 85,379,000

US$ 84,440,398

US$ 68,658,988

uss 15,781,410



PUBLIC SECTOR RESTORATION PROJECT
USAID/EL SALVADOR PROJECT No. 519-0279
EQUIPNENT/SUPPLIES ACCUMULATED ACCOUNTABILITY STATEMENT
FOR THE PERIOD OCTYOBER 1, 1988 THROUGH SEPTEMBER 30, 1990

Accumulated Disbursement of
disbursement the period October
Budget Project total as of 30-09-88 1, 1988 through
Entity/Activity (unaudited) disbursement (unaudited) September_ 30, 1990
From page 1 of 2... uss 85,379,000 Uss 84,440,398 Us$ 68,658,988 uss 15,781,410
The National Administration for
Water and Sewage
10-For Tools, equipment and parts 11,034,000 11,034,086 7,216,534 3,817,552
22-Contingency Fund 317,000 304,477 - 304,477
11,351,000 11,338,563 7,216,534 4,122,029
The Ninistry of Planning and
Coordination for social and
econoaic development
12-Project support activities 1,488,000 1,457,284 962,929 494,355
22-Contingency Fund 15,000 15,138 - 15,138
1,503,000 1,472,422 962,929 509,493

uss 98,233,000

uss 97,251,383

Us$ 76,838,451

uss 20,412,932
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PUBLIC SECTOR RESTORATION PROJECT

e e et ALY PRATECT
USAID/ET, SATVADOR EROJECT No. 516-(279

COMPONENT MANAGED BY

mmsmmmcmsmmmr
PLANNING AND COORDINATION

—_——— e A WAL ALY

INTERNAT, OCNTROL, STRIXTURE

INDEPENDENT AUDITORS! REPORT

we have issued our report in wiich we €Xpress an unqualified opinion thereon
dated June 26, 1992.

In planning and performing our audit of the equipment/supplies accoun-
tability statement of the PUBLIC SECTOR RESTORATION PROJECT USATD/EL SALVADOR
PROJECT No. 519-0279, OQMPONENT MANAGED BY THE MINISTRY FOR ECCNOMIC AND SOCIAL

The Management of the Ministry for Econamic and Social Development Planning
and Coordination, is responsible for establishing and maintaining an internai
control structure. In fulfilling this responsibility, estimates and judgements

authorized use or disposition, and that transactions are executed in accordance
with management's authorization and recorded properly to permit the preparation
of the accountability statement in accordance with the basis of accounting

of inherent limitations in any internal control structwre, errors or irrequla-
rities may nevertheless occur and not be detected. Also, projection of any
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effectiveness of the design and operation of policies and procedures may
deteriorate.

For the purposes of this report, we have only evaluated internal control
related to the fixed assets cycle, because the procedures for acquisition,
custody and safety of equipment and Supplies were performed by the Lempa River
Executive Hydroelectric Cammission, with previous authorization by the Ministry
for Economic and Social Development Plamning and Coordination.

For the control cycle 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.

in our judgment, could adversely affect the Administration's ability to record,
brocess, summarize, and report financial data consistent with the asser+ions of
the Administration in the equipment /supplies accountability statement.
Reportable conditions are described in finding 1 in the following page of this
Jeport.

Guatemala, C. A.
June 26, 1992

~19=-



PUBLIC SERVICE RESTORATION PROJECT
USAID/EL SALVADOR PROJECT No. 519—-0279
COMPONENT TMPTFMENTED BY

mmsmmmcmmmom
PLANNING AND COORDINATION (MIPLAN)

FINDINGS ON INTERNAL OONTROT,

1. Lack of information in reports on location
of emergency electrical qenerators

Condition

The report on location of the emergency electrical generators indicates
which of them are not available, that is, not operational, but there is no note
of the reason for their non-operational status. In MIPIAN, which is the
institution holding the property of these emergency electrical generators, there
is no knowledge of these reasons.

Criteria

To maintain adequate control of the emergency electrical generators,
MIPLAN should keep all information relative to location, record of maintenance
and their physical condition.

Cause

Information on the physical location of the emergency electrical
generators is prepared by personnel of the Lempa River Hydroelectric Executive
Cammission (CEL), and there are no written guidelines for the form and content
of these reports.

Effect

MIPLAN does not know the reason for which some of the emergency electrical
generators are not available.

Recommendation

Because this project was concluded on September 30, 1990, we are not
including a recommendation under this project. However, because MIPIAN is
managing the Public Services Improvement Project, USAID/El Salvador Project No.
519-0320, with similar objectives, we suggest that the following recommendation
be implemented for better management of the new project.

MIPLAN should send written quidelines indicating to CEL the form and
content of reports on the physical location of the emergency electrical gene-
rators.

1 .3'(;
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PUBLIC SECTOR RESTORATION PPOJECT
USATD/EL, SATVADOR PROJECT No. 519-90279
COMPONENT MANAGED BY

mmusmmmcmmwmom
PLANNTNG AND COORDINATTION

mmmmmrmsmmm
LAWS AND REGULATIONS

INDEPENDENT AUDITORS' REPORT

PUBLIC SECTOR RESTORATION PROJECT USAID/EL SALVADOR PROJECT No. 519-0279
COMPONENT MANAGED BY THE MINISTRY FOR ECONCMIC AND SOCIAL DEVELOBMENT PLANNING
AND COORDINATION for the period October 1, 1988 through September 31, 1990, and

we have issued our report in which we express an unqualified opinion dated June
26, 1992.

Except for not conducting an external quality control review by an
unaffiliated audit organization as described in our opinion on the equip-
ment/supplies accountability statement, we conducted our audit in accordance
with generally accepted auditing standards and the United States Camptroller
General's Govermment Auditing Standards (1988 revision). Those standards
require that we plan and perform the audit to abtain reasonable assurance about
whether the equipment/supplies accountability statement is free of material
misstatement.

Campliance with agreement terms, applicable laws and requlations is the
responsibility of the management of Ministry for Economic and Social Development
Planning and Coordination (MIPIAN). As part of obta.l.m.ng reasonable assurance

agreement terms and laws and regulations. However, our objective was not to
provide an opinion on overall compliance with such provisions. Accordingly, we
do not express such an opinion.



ARTHUR ANDERSEN & Co.

Except as described above, the results of our tests of campliance indicate
that, with respect to the items tested, the Ministry for Econamic and Social
Development Planning and Coordination camplied, in all material respects, with
the provisions referred to in the third paragraph of this report, and with
respect to the items not tested, nothing came to our attention that caused us
to believe that the Ministry for Economic and Social Development Planning and
Coordination had not camplied, in all materia}l respects with those provisions.

Republic of El Salvador 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 Generai, is a
satter of public records.

Guatemala, C. A.

June 26, 1992



PUBLIC SERVICES RESTORATION PROJECT
USATD/EL, SALVADOR PROJECT No. 519-0279
COMPONENT IMPLEMENTED BY

IHE MINISTRY FOR ECONOMIC AND SOCTAI, DEVETOPMENT

PLANNING AND OOORDINATION (MIPLAN)

FINDINGS ON COMPLIANCE WITH AGREEMENT TERMS AND
LAWS AND REGULATIONS

AGREEMENT TERMS

1. Noncampliance with requirements of Article 5
section 5.1 "Project evaluation" and sec-
tion B.5 "reports, records, inspections,
avdits", inset (b) of exhibit 2

Condition
MIPLAN did not camply with these clauses due to the following:
- During the period from October 1, 1988 to September 30, 1990,
no project evaluation was made and independent audits were not
contracted to review project records.
Criteria
Under the clauses mentioned, MIPLAN should have "submitted its project and
agreement related books and records of account to periodic audits in accordance
with generally accepted auditing procedures".
In addition, under Article 5 Section 5.1, unless the parties agreed

otherwise in writing, MIPLAN should have project evaluation program to include,
during implementation and once or more times thereafter:

a) An evaluation of progress towards attaimment of project objectives,

b) Identification of problems which can impede attaimment of the
project abjectives,

c) Implementation measures to correct major problems identified as
impediments to the attaimment of the project objectives, and

d) An evaluation of the global impact of the project on development.

Cause

Lack of commmication by the Goverrment of El Salvador to the project
implementing entities of the terms of the agreement with which they should
comply as part of project implementation.



Effect

Noncompliance with the clauses mentioned, which could affect project
goals.

Recommendation

Because this project was concluded on September 30, 1990, we are not
including a recommendation under this project. However, because MIPLAN is
managing the Public Services Improvement Project, USAID/El Salvador Project No.
519-0320, with similar objectives, we suggest that the following recommendation
be implemented for better management of the new project.

2. Noncampliance with requirements of section B.2
"follow up and report on project", insets
a) and b), and section B.5 "reports, records,
inspections, audits", inset (b) of exhibit 2

Condition

- List of goods received during the quarter, their value, and
cumulative value of all products received to date.

- Information on condition of goods on arrival in El1 Salvador and any
action and any action taken in relation o damaged or incamplete

packages.

- Brief description of the use made of the goods in relation to
project purpose.

- Certification that the goods were used in accordance with project
objectives.
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Cause

Lack of communication by the Goverrment of E1 Salvador to the project
implementing entities of the temms of the agreement with which they should have
camplied as part of project implementation.

Effect

Noncampliance with the clauses mentioned, which could affect project
goals.

Recammendation

Because this project was concluded on September 30, 1990, we are not
including a recammendation under this project. However, because MIPIAN is
managing the Public Services Improvement Project, USAID/El Salvador Project No.
519-0320, with similar objectives, we suggest that the following recammendation
be implemented for better management of the new project.

We suggest that the Goverrment of the Republic of El Salvador establishes

the necessary mechanisms to commmicate to the implementing entities the
procedures to be followed for administering the project.

-25-



PUBLIC SFRVICES RESTORATION PROJECT

USAID/EL_SATVADOR PROJECT No. 519-0279
COMPONENT TMPLEMENTED BY
THE MINISTRY FOR ECONOMIC AND SOCTAL DEVELOPMENT

PLANNTNG AND OOORDINATION (MIPLAN)

LIST OF REPORT RECOMMENDATIONS

Internal control structure

1.

Because this project was concluded on September 30, 1990, we are not
including a recommendation under this project. However, because
MIPLAN is managing the Public Services Improvement Project, USAID/EL
Salvador Pimject No. 519-0320, with similar objectives, we suggest
that the following recommendation be implemented for better
management of the new project.

MIPLAN should send written quidelines indicating to CEL the form and
content of reports on the physical location of the emergency
electrical generators.

Campliance with agreement terms and
applicable laws and requlations

l.

Because this project was concluded on September 30, 1990, we are not
including a recommendation under this project. However, because
MIPLAN is managing the Public Services Improvement Project, USAID/El
Salvador Project No. 519-0320, with similar objectives, we suggest
that the following recammendation be implemented for better
management of the new project.

We suggest that for implementation of the Public Services Improve-
ment Project USAID/El Salvador Project No. 519~0320, MIPLAN prepare
a program for contracting of audit services and evaluation of the
project in order to comply with the terms of the agreement.

Because this project was concluded on September 30, 1990, we are not
including a recommendation undar this project. However, because
MIPLAN is managing the Public Services Improvement. Project, USAID/E1
Salvador Project No. 519-0320, with similar cbjectives, we suggest
that the following recommendation be implemented for better
management of the new project.

We suggest that the Goverrment of the Republic of El1 Salvador
establishes the necessary mechanisms to commnicate to the
implementing entities the procedures to be followed for adminis-
tering the project.
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