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December 18, 1992 

MEMORANDUM 

TO: 	 D/USAID/El Salvador, John Sanbrailo 

FROM: 	 RIG/A/T, Lou Mundy 

SUBJECT: 	 Audit of USAID/El 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/El 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 ofvital public services, interrupted 
as a result of problems of violence in El Salvador, either by repairing or replacing
the iifrastructure damaged or providing other alternatives for these services. The 
Project was completed on September 30, 1990. Of the $97.3 million in A.I.D. 
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.I.D. 
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 Project 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 ac-count for equipment/supplies acquired under the Project. 

Since Ilhw 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/El Slavador 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 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. 
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ARTHUR ANDERSEN & Co. 

Edificio Centro Gerenclal Las Margaritas
 
Diagonal 6, 10- 65 Zona 10, 5o. Nivel
 
P.B.X.: 327939, FAXES: 316914, 316916
 

Guatemala, C.A
 

November 24, 1992 

Mr. Lou Mundy

Regional Inspector General 
for Audit
Agency for International Development

Tegucigalpa, Honduras, 
 C. A. 

Dear Mr. Mundy: 

This report presents the results of our close-out financial audit of UMEPUBLIC SECTOR RESTORATION PROJECT, USAID/EL SALVADOR PROJECT 519-0279, C4FONTEXECUED by TRE MINISTRY FOR ECONCMIC ANDCOORDINATION (MIPLAN) 
SOCIAL DEVEOMN PLANNING ANDfor the period fraR October 1, 1988 to September 30, 1990. 

I. BACKGROUND 

On May 16, 1983 the Government of the Republic of El Salvador signed Grant
Agreent No. 519-0279 for an original amount of US$ 
 11,000,000 with the UnitedStates of America through the Agency for International Developmentoriginal agreement has been amended (AID). The11 times a new and funds have been increased tototal of US$ 98,000,000. In addition the Goveriaent of El Salvador agreedto provide a comterpart contribution of US$ 2,433,000.
 
The purpose of the project 
was the restoration of vital public serviceswhich had been interrupted as a result of problemseither by repairing of violence in El Salvador,or replacing the infrastructure damagedalternatives or providing otherfor these services. Subproject activities carriedproject were out under theto include the restoration of electrical power, telecommunicationsand water distribution systems

bridges, 
and the repair of damaged railroad equipment,construction vehicles and equipment, buses,approved and other activitiesby the Deputy Administrator of the Office for Latin American andCaribbean Affairs or his representative. 

There were six project implementation institutions. These institutions andtheir activities in the project are described below. 



ARTHUR ANDERSEN & CD,(a) Lempa River Hydroelectric ExecutiveACOmision (CEL) 
This ccmission was created as an autonomousIts purpose is to develop, public ser.vice institution.conserve, administerLenpa River to provide power 

and use the resources of theto El Salvador.allocated the As part of the project,sum of US$ 58,033,371 which CEL was
equipment were used to repairfor the transmission system, purchase of vehicles, 

or replace
hoists, pulleys, hydraulic jacks, cranes, heavy dutyair campressorsuse both in urban and rural 

and other related items forareas. The purposes of this component were: 
1) Allow 
rapid damage assessents 
and immediate repairs of
electrical system, 

the
 

Improve the security2) at key sites of the electrical network, 
3) Support the electrical distribution systems managed by CAESS, CLEA,CLESA, DESSEI4 and DUSEM, and
 
4) Install redundant power transmission line loops. 
As part of the financing,

which was used 
funds were allocated to CEL to lease a helicopterfor transmission

equipment, line checks, transportation of personnel,and equipment for the constructions and repair of damaged lines. 
(b) National Adiniustration for Water 

and Seware (ANDA)
 
This 
 entity was created as an autoncaus public service institution.ANDA's general objective is to help and provide the people of the Republic of
El Salvador with water

US$ and sewage services. ANDA11,338,563, which were executed project funds forused for the purchase of equipment to make immediaterepairs to the nation al water and sewage system.
rias and accessories, generators, 
The equipment included drilling
pumping equipment, electrical components andother related equipment. 

(c) Ministryof PublicWorks (MOP)
 

internal conflict. 
MOP's role in the project was to rebuild roads damaged in the country's
Part of the Ministry's responsibilitiesconstruction machinery through an institution created for the purpose and called 

was to acquire heavy

Machinery 
 and Equipment Administration (AME). Itof structures to build a Bailey bridge 

also included the acquisition 
zones in to be used temporarily inthe road system. MOP, the criticalthrough AME, executed project funds for a valueof US$ 21,075,519.
 

(d) 
Ministry for Economic and Social DevelopmentPlanningand Coordination(MIPLANI 
A Grant Agreement was signed betweenInternatio this Ministry andDevelopment of the United States in El Salvador (USAID/EL SALVADOR) 

the Agency for
to finance the project for restoration of vital public services interrupted as 
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ARTHUR ANDERSEN & Co. 
a result of the violence in El Salvador. As part of the Grant Agreement, MIPLAN
received US$ 1,472,422 to support its activities.
 

le) 
 OnOUS Executive ports CCnMnission CEPA)
 
This commission 
was created as an 	autoxnousCEPA's general objective is 	

public service institution.to administer air andservices, 	 maritime transportationstorage and leasing at the El Salvador International Airport and thePort of Acajutla. CEPA executed funds for a value of US$ 4,051,828 used for theacqisition of heavy equipment, repair parts, rolling stock and other tools andequipment for the repair of vital rail lines. 
If) 	 National Administration for Telecimmnication (ANE) 
This entity received funds for US$ 1,279,680 which were used for emergencyrepairs and the acquisition of spares for the national telephone system. 

Ii. 	 AUDIT OBJECITvES 

This 	 is a close-out financialProlect eUM/EI Salvador project No, 
adit of the Public Sector Restoration519-0279to September for the period October 1, 1988 

Hydroelectric 
30, 1990. This project was mplemented by the Lenpa RiverExecutive Commission

and Sewage (ANDA), 
(CEL), the National Administration for Water
 

Development 
Ministry of Planning and Coordination for Econonic and Social
(MIPLAN), the Ministry of Public Workstration 	 (MOP), the National Adminisfor telecomunications (ANTEL), and the Autonctus Executive portsCcm. ssion (CEPA). 

However, this report only cover activities of the project executed byMIP"AN. 

The audit was to be performed in accordanceauditing standards and the 	 with generally acceptedUnited States Cnmptroller General'sAuditing Standards (1988 Revision) 	 Government
and accordingly included suchaccounting records 	 tests of theas deemed necessary. 

were 	
The specific objectives of the auditto determine whether: 

1. 	 The equipment/supplies accountability statement presents fairly, inall material respects, the situation of the project'smanaged by MIPLAN activitiesfor the period October 1, 1988 to September 30,1990, and costs reported as incurred during the period are alla-able,allocable, and reasonable in accordance with agreement terms andapplicable laws and regulations. 
2. 	 The internal control structure including

accounting system, 
the control environment,and control procedures specifically related toprocurement and accounting for commodities, of MIPLAN was adequateto manage the project's operations. 

3. 	 MIPLAN conplied with agreement term, project implementation letters,and applicable laws and regulations. 

-5



ARTHUR 	 ANDERSEN & Co.Although it was not the purpose of the audit,or transactions 	 we were aler ,to situationsthat could be indicative of fraud, abuse, and illegal expenditures 	and acts. 

III. 	SCOPE OF WORK
 

The scope of our work 
was the following:
 

A. 	 Pre-audit steps 
We 	 reviewed the following documents to become familiar with the project: 

1. 	 The project paper, 
2. 	 The project agreements between U-AID/El Salvadorincluding amendients 	 and MIPLAN,and 	 mandatory standard provisions,

applicable,	 as 

3. Contracts and subcontracts with third parties, 
4. The budgets, project implementation letters, and written procedures

approved by USAID/El Salvador to manage the project,5. Office of Management and Budget (CMB) Circular A-122 Cost Principles
for Nonprofit Organizations, 

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

7. A. I. D. Handbook 15, Commodities, specifically Chapter 10, Commdity
Arrival and Disposition, 

8. 	 RIG/A/T Canuity Audit Report, 
9. 	 USAID/El Salvador Mission Order Manual (MCM), subchapter 7030,Monitoring of receipt and end-use of program and project Commodities, 
10. 	 Obtain the list of suppliers availableneeded 	 to MIPIAN, to procureinventory and 	 theequipment and any other information providedby USAID/El Salvador on this issue, 
11. 	 All project financial and Progress reports, and MIPLAN'saccounts, organizational 	 chart ofchart, accountingprocurement 	 system descriptions,policies, receipt of ccmodities,distribution procedures of materials, 	

warehousing and 
as necessary to successfullycomplete the required work. 

B. 	 E' al-ft/suppliesaccountabili statement
 
We examined the equipnent/supplies accountability statement which --ncludedthe Iist of the equipment and supplies provided through direct payments made by 

-6



ARTHUR ANDERSEN & Co. 
USAID/El Sa vador, the cost of each item and the total -er line itam. comparisonbetween the budget and actual expenditures, tle balance in quantity and amountat the end of the period audited, and questionable ainounts. 

The report on the equipment/supplies accountability statement was preparedas stated in section V of the statement of work, and is prEented in accordancewith 	the statement on Auditing Standards (SAS) No. 62, Special Reports, of theAmerican Institute of Certified Public Accountants (AICPA), and the "GovermentAuditing Standards" of the US Comptroller General. 
We obtained accounting reports from USAID/El Salvador which show voucherspaid, during the audit period to various vendors and governmental agencies forUS Dollar funded conidities related to Project 519-0279.accountability 	 The equipment/sunpliesstatement was based on the information provided by USA]D/ElSalvador and included separate identification of those equipment/supplies by lineitem. We verified that direct A.I.D. procurement is accounted for and controlprocedures exist to adequately safeguard such assets. 

The specific objectives at the audit were to: 
1. 	 Determine whether all the commodities provided by USAfl/EI Salvadorduring the audit period were actually received in the quantities andcondition 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/suppliesaccountability statement in two separate categories (I)"questionead"costs 	that are explicitly ineligible because they are not projectrelated, unreasonable or prohibited by the agreement or applicablelaws 	 and regulations, and (2) "unsupported,, costs that are notsupported with adequate documentation or are not appropriately autho
rized.
 

2. 	 Review whether transfers of equipIment/supplies to and frcm thewarehouse were properly documented, authorized and recorded, and thatthe deliveries have been received by posts. or other location,used as instructed and for project purposes.	 
and 

3. 	 On a selective basis, perform substantive physical inspections andinventory tests of equipmxent/supplies. Cmpare selected inventorybalances to actual physical quantities of equipment/supplies on hand.Inquire about discrepancies. 

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

5. 	 Review purchases made by USAID/El Salvador on behalf of the projectto evaluate procedures used by MIPLAN, as applicable, to properlyrecord and control the assets and cconuloties received. 

-7



ARTHUR 	 ANDERSEN & Co.C. 	 Internal control structure
 
We reviewed and evaluated MIPLAN 's internal
the project, s management 	 control structura related toas considered appropriateaccepted auditing standards. 	 to camly with generallyThe major internal controls that wereincluded bu1t were 	 evaluatednot limited to the adequacy of the accounting apsystems, procurement procedures, 	 informationfixed 	assets and inventories. 

D. 	 Compliance with agreement terms and
applicable laws and reQulations
 

Our work on MIPLAN's compliance with agreement terms, 
 and applicable lawsand regulations was designed to:
 
1. 	 Identify the agreement terms, project inplementation letterspertinent laws 	 andand regulations, and determine which --f those notobserved could have a direct and material effect on the project 'sequlpment/supplies accountability statement. 
2. 	 Assess the intermal controls in toplace assure camliance wit:agreement terms and applicable law and regulations, assure that eachprocurement transaction reviewed meets the source and origin criteriaas required by the agreement, and meets 	 bidding requirenn-ntsestablished by A.I.D. 
3. 	 Design steps and procedures to test compliance with agre-nt te-nus.Land applicable laws and regulations to provide reascrnable assur~nceof detecting both unintentional and intentional ir.tancesnoncompliance that 	 ofcould 	 have a material effect on the equipment/supplies accountability statement. 
4. 	 Determine if equipMent/supplies have been used for purposes notauthorized or not in accordance with agreement terms. If so, 	identi¢vthese 	costs as questionable. 
5. 	 Determine if counterpart contribution and technical assistance, asapplicable, are obtained opportunely according to the agracaent andto the project's needs. Quantify any shortccxnings in this area. 

IV. 	 RESULTS OF THE AUDIT
 
This section presents a sumary of
describing the more important points and 

the results of the audit, briefly
problems discloseddiscussed 	 and which a-e_in more detail in the applicable section of this report.
 

Ec uipent/supliesaccounta 
 iitystatement
 

The equipment/supplies 
 accountab'1...ty statementmaterial respects, 	 present fairly, in allthe amount of acquisitions made under the componentby the Ministry for Economic and Social 	 execuite.iDevelopment Planning and(MIPLAN) 	 Ccordinationfor the period between October 1, 1988 and September 30, 1990. 
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ARTHUR ANDERSEN & Co. 
internal control structure 

The assessment of MIPLAN 's internal control revealed the following reporta
ble co,tition: 

Lack of information in the reports on location of the emergenct 
electrical generators.
 

Compliance with agreement term and,
 
applicable laws and regulations
 

Except for the noncompliance situations described 
 in findings 1 andMIPLAN 	 2,com lied in all material respects, with 	the terms of the agresrwnt andapplicable laws and regulations. With respect to items not tested, nothing cameour attention that caused us to believe that MIPLAN had not comolied, in ali.material respects, with the terms of the agreement and applicable laws andregulations.
 

Agreement terrs 

Noncompliance with the requirements of Article 5 Section 5.1 "ProlectEvaluation", and Section B.5 "Reports-, records, inspections, audits" 
of Exhibit 2.
 

During the period from October 1, 1988 to September 30, 1990no project evaluation was made and independent audits were notcontracted to review project records.
 

Under Article 5 Section 5. 1, unless the parties agree other risein writing, the program is to include, during execution of theproject and once or more times thereaftc:
 

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

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

(c) 	Implementation measures 
to correct major problecis
identified as impediments to the attainment of project
objectives, and
 

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

Noncompliance with the requirements of Section B.2 "Follow up andreport 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 thatproject and agreement related books and records were keptaccording to generally accepted accounting practices and in
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ARTHUR ANDERSEN & Co. 

a manner suitable to identify unlimitedly the delivery and useof goods and services with grant 	funds, as well as presentquarterly reports to A.I.D. on receipt and use of goodsfinanced under the project and indicating: 

List of goods received during the quarter, their value,and cumulative value of all products received to date. 
Infonnation on the cndition of goods on arrival in ElSalvador and any actions taken in relation to damaged 
or incomplete packages. 
Brief 	 description of the use made of the goods in
relation to the purposes of the project. 
Certification to the effect that the goods are beingused in accordance with project goal and purpose. 

V. 	 MANAEEN COMMENTS: 

MIPIAN's management agrees with the audit report, and has already giveninstructions to correct such deficiencies in the future. 

-10



ARTHUR ANDERSEN & Co. 

PUBLIC SECTOR RESORATION PROJECT
USAID/EL SALVADOR PRDJECr ib. 519-0279 

CQ2PONENT MANAED BY 

T MIlhSnY FM E uC CAND s L DE MEr 
PLA!iGANDD na-_ 

EoJJITrSUPPLIESA -- - LTrLSTAT~EM'TFOR ME PER) OCTOBER 1, 1988 T U SPEI 30 1990 

RMlPDEM AUMflUMI FZa 

We have audited the acconpaning equipment/supplies accountabilitystatement of the PUBLIC SECTOR RESTORATION PROJECT USAID/EL SALVADOR PROJECT No.519-0279, CCV 'JTMANAGEL BY qI MINSTR FMR EODNGC AND SOCIAL DEPLANNING AND COORDINATION (an autonmous public service 
ENT 

period October institution), for the1, 1988 through September
accountability statement is 

30, 1990. This equipment/supplies
the responsibility of the Ministry for Economic andSocial Development Planning and Coordination. Our responsibility is to expressan opinion on this statement based on our audit.
 

We conducted 
our audit in accordance with generally accepted auditingstandards and except for the matters discussed inthe United the following paragraph, withStates Catroller General's GovernmentRevision). Auditing Standards (1988Those standards require that we plan ar4 perform the audit to obtainreasonable assurance about 
statement 

whether the eqvipment/supplies accountabilityfree of material misstatement.is An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the accountabilitystatement. An audit also includes assessing the accounting principles used andsignificant estimates made by the Administration, as welloverall equipment/supplies accountability 
as evaluating the 

statement presentation. We believethat our audit provides a reasonable basis for our opinion. 
We did not have an external quality control review by an unaffiliated auditorganization as required by paragraph 46 of chapter 3 of GovernmentStandards Auditingsince no such quality revieworganization in Guatemala. 

program is offered by professionalWe believe that the effect of this departure fromthe financial audit requirents of Government Auditing Standards isbecause we participate in not materialthe Arthur Andersen & Co. worldwide internal qualitycontrol program which remi-res the Arthur Andersen-Guatemalasubjected, every three office to beyears, to an quality control review by partners andmanagers from other Arthur Andersen & Co. offices. 
As described in Note 4 to the equipment/supplies accountability statement,this statement was prepared on a cash basis of accounting, which is a couprehensive basis of accounting other than generally accepted accounting principles.
In our opinion, the equipment/supplies accountabiitv statement referredto above, presents fairly, allin material respects, the amounts of the 



ARTHUR ANDERSEN & Co. 

procuremens effected by the PUBLIC SECIOR RESTORATION PRGJECr USAID/EL SALVADORPROJECT No. 519-0279, CM)OENT MANAGEDDEVEWMENr PLANNING 
BY TE MINISTr FOR ECONCMIC AND SOCIALAND COORDINATION,

Septenber 30, 1990 
for the period October 1, 1988 throughin conformity with the basis of accountingNote 4 to the equipment/supplies accountability 

as described in 
statement.
 

This report is 
 intended for the information and use of the Ministry forEconcmic and Social Development Planning and Coordination,Republic of El Salvador and the 
the Government of theUnited StatesDevelopment. This restriction is 

Agency for Internationalnot intended to limit the distribution of thisreport, which upon acceptance by the office of the Inspector General, is a matterof public records. 

Guatemala, C. A.
 

June 26, 1992
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PUBLIC SECTOR RESTORATION PROJECT
 

USAID/EL SALVADOR PROJECTO No. 519-0279
 

COMPONENT MANAGED BY 

THE MINISTRY FOR ECONOMIC AND SOCIAL DEVELOPMENT 

PLANNING AND COORDINATION (HIPLAN) 

EQUIPRENT/SUPPLIES ACCOUNTABILITY STATEMENT 

FOR THE PERIOD OCTOBER I. 1988 THROUGH SEPTEMBER 30. 1990 

Accumulated
 
direct 
 Period October
 

Project purchases as
Budget 1, 1988 through

Activity total direct of 30-09-88 September 30,
(unaudited) 
 purchases (unaudited) 1990
 

(See Note 5)
 

2-Project support activities 

22 -Contingency Fund 

US$ 1,488,000 

15,000 

US$ 1,457,284 

15,138 

USS 962,929 

-

US$ 494,355 

15,138 

----------------------------------------------- ------------US$ 1,503,000 US$ 1,472,422 US$ 962,929 US$ 509,493 

The notes to the equipment/suppLies accountabiLity statement are an integraL part of this statement.
 



PUBLIC SECIOR RESIoRATION P1aTECT 
USAID/EL SALVADOR PFInJECr No. 519-0279 

CRJNENT MANAGED BY
 

THE MflhS FMR ECM1W4C AND SOCIAL [1ELOVEI 
PLAM AD C001nuaMiw aQgMwi 

0ES~ 	 T HE Er0JIfjE'z/SUPPL',j ACCEIUhILnT STh7DEWIFXR THE PERIOD OCOE 1 198- ROUGH SEPIE 30, 1990 

(1) 	 Brief history and description of the project 

On May 16, 1983 the Governmnt of the Republic of El Salvador signed GrantAgreement No. 519-0279 for an original amount of US$ 11,000,000 with the UnitedStates of America through the Agency for International Development (AID). Theoriginal agreement has been amended 11 times and funds have been increased toa new total of US$ 98,000,000. In addition the Government of El Salvador agreedto 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 otheralternatives for these services. Subproject activities carried out under 	theproject were to include the restoration of electrical power, telecommnicationsand water distribution systems and the repair of damaged railroad equipment,bridges, construction vehicles and equipment, buses, and other activitiesapproved by the Deputy A'ninistrator of the Office for Latin American andCaribbean Affairs or his representative. 

(2) 	 Brief history of the p1menticng unit
 

A Grant Agreement was signed between 
 this 	Ministry and the Agency forInternational Development of the United States in El Salvador (USAID/EL SALVADOR)to finance the project for restoration of vital public services interrupted asa result of the violence in El Salvador. As part of the Grant Agreement, MIPLANreceived US$ 1,472,422 to support its activities. 

(3) 	 Currency unit 

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

(4) 	 Principal accounting olicies 

Presentation basis 

The equipment/supplies accountability statement, was prepared on a cashbasis of accounting, which is a comprehensive basis of accounting other thangenerally accepted accounting principles. 



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

As part of the project grant, in the period 
 fran 	October 1, 1988 toSeptember 30, 1990 USAID/El Salvador made the purchases indicated below forinplementation of the 	project. These purchases weredocumientation submitted by CEL/MIPLAN, 	
made on the basis of

which 	carried out the supplier selectionprocess on the basis of quotations received.
 

Letter of
commitment 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 

$ 509,493
 

(6) 	 Accumulated equipment/supplies 
accountability statement 

The accumulated equipment/supplies accountability statement for the projectfrm 	the beginning of the project March 16, 1983 to 	September 30, 1990 and forall components shown in the following pages: 
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-------------------------- -------------- -------------- -----------------

---------------------------------------- -------- ---------

---------------------------- -------------- -------------- -----------------

---------------------------------------- ------- --------

-------------------------- -------------- -------------- 

-----------------------------------------------------------------------------

----------- -------------- - --------- ----- ------------

1 of 2 
PUBLIC z.ECTOR RESTORATION PROJECT 

USAID/EL SALVADOR PROJECT No. 519-0279
ACCUJULATED EQUIPMENT/SUPPLIES ACCOUNTABILITY STATEMENTFOR THE PERIOD FROM THE BEGINNING (MARCH 16,1983) THROUGH SEPTEMBER 30. 1990 

Accumulated 
 Disbursement of
 
disbursement 
 the period October
Budget Project total
Entity/Activity as of 30-09-88 1, 1988 through
(unaudited) disbursement (unaudited) September 30, 1990
 

The Lempa River Hydroelectric
 
Executive Commission
01-Procurement of equipment 
 S 38,044,000 
 US$ 37,861,536
04-Leasing of helicopters services US$ 27,965,763 US$ 9,895,773
8,503,000 
 8,494,377
05-Purchase of gas Turbine 6,757,762 1,736,615
8,302,000 8,301,800 8,301,800
21-Purchase of emergency generator _
 

2 2,000,000 
 1,998,725
2-Contingency Fund 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
 

The Ministry of Public Works07-Purchase of Bailey Bridges 
 2,554,000 
 1,861,219
08-Purchase construction equipment 1,525,357 335,862
2 18,866,000 
 18,851,076
2-Contingency Fund 17,484,469 
 1,366,607
379,000 
 363,224 
 _ 
 363,224
 

21,799,000 
 21,075,519 
 19,009,826 
 2,065,693
 

The Autonomous Executive Ports
 
Commission
09-Purchase of heavy equipment 
 3,997,000
22-Contingency Fund 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
 
The National Administration for -----------------

Tetecommunications


11-Emergency Repairs
2 1,245,000 1,245,377
2-Contingency Fund 1,245,377 
 _
36,000 
 34,303 
 _ 
 34,303
 

1,281,000 
 1,279,680 
 1,245,377 
 34,303 
To page 2 of 2... US$ 85,379,000 USS 84,440,398 US$ 68,658,988 UsS$ 15,781,410 
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PUBLIC SECTOR RESTORATION PROJECT
 
USAID/EL SALVADOR PROJECT No. 519-0279
 

EQUIPRENT/SUPPLIES ACCUULATED ACCOUNTABILITY STATEMENT
 
FOR THE PERIOD OCTOBER 1. 1988 THROUGH SEPTEMBER 30. 1990
 

Accumulated Disbursement of
 
disbursement 
 the period October
Budget Project total
Entity/Activity as of 30-09-88 1, 1988 through
(unaudited) disbursement (unaudited) 
 September 30. 1990
 

From page 1 of 2... 
 US$ 85,379,000 US$ 84,440,398 
 US$ 68,658,988 US$ 
 15,781,410
 

The National Administration for
 
Water and Seuage


10-For Tools, equipment and parts 
 11,034,000 11,034,086 
 7,216,534
22-Contingency Fund 3,817,552

317,000 304,477 
 -
 304,477


11,351,000 11,338,563 
 7,216,534 
 4,122,029
 

The Ministry of Planning and 
Coordination for social and 
economic development
12-Project support activities


2 1,488,000 1,457,284
2-Contingency Fund 962,929 494,355
15,000 15,138 
 -
 15,138
 

1,503,000 1,472,422 
 962,929 
 509,493
 

USS 98,233,000 US$ 97,251,383 
 US$ 76,838,451 US$ 20,412,932
 



ARTHUR ANDERSEN & Co.
 

PUBLIC SECTOR 
 RE ORA N PROJECT
USAID/EL SALVADOR PROJECr No. 519--0279 

COMPONENT MANAGED BY 

CQMPNEmT MANAGED BY E MINISTR Y FOR 	 EC AND SOCIAL DEVELO4ENT PIANNINGAND COO)RDINATION for the period October I, 1988 through Septber 30, 1990, and 

we have issued our report in wiich we express an unqualified opinion thereondated 	June 26, 1992.
 

Except for not conucting an external quality 
 control review by anunaffiliated audit 	 organization as described further in our opinionequipment/supplies accountability statement, 	
on the 

we conducted our audit in accordancewith 	generally accepted auditing standards and Government Auditing Standards,issued 	by the Caqtioller General 
standards require that 

of the United States (1988 revision). Those we plan and perform our audit 	 to obtain reasonableassurance about whether the equipment/supplies accountability statement is freeof material misstatement.
 

In planning and performing our audit 
of the 	equipment/supplies accountability statement 
PROJECT No. 

of the PUBLIC SECTOR RES'ORT C PROJEC USAID/EL SALVADOR519-0279, CQMB1NENT MANAGED BY rE MINISMy FOR EaN=C AND SOCIALDEVEL0R1r PLANNING AND COORDINATICN, for the period October 1, 1988 throughSeptember 30, 1990, we considered its internal control structure in order todetermine the nature, timing and extent of our auditing procedurespurpose of expressing our opinion on 	
for the

the equipment/suppliesstatement and not to provide 	 accountability
assurance on the internal control structure. 

The Management of the Ministry for Econumic and Social Developmnt Planningand Coordination, is responsible for establishing and maintaining an internalcontrol structure. In fulfilling this responsibility, estimates and judgementsby management are required to assess the expected benefits and related costs ofinternal control structure policies and procedures. The objectives of aninternal control structure are to provide managment with reasonable,absolute, assurance 	 but notthat 	 the assets are safeguarded against loss from. unauthorized use or 	disposition, and that transactions are executed in accordancewith management's authorization and recorded properly to permit the preparationof the accountability statement in accordance with the basis of accountingdescribed in Note 4 to the equipment/supplies accountability statement. Becauseof inherent limitations in 
rities may 	

any internal control structure, errors or jregulanevertheless occur and not be detected. Also, projection of anyevaluation of the structure to future periods is subjectproceduras May beccme inadequate because 	
to the risk that

of changes in conditions or that the 



ARTHUR ANDERSEN & Co,effectiveness of the design and operation of policies anci procedures may
deteriorate. 

For the purposes of this report, we have only evaluated internal controlrelated to the fixed assets cycle, 	 because the procedures for acquisition,custody and safety of equipment and supplies were performed by the Lempa RiverExecutive Hydroelectric Commission, with previous authorization by the Ministryfor Economic and Social Development Planning and Coordination.
 

For the control 
cycle listed above, we obtained an understanding of thedesign of relevant policies and procedures and whether they have been placed inoperation, and we assessed control risk. 
We noted certain matters involving the internal control structure and itsoperation that we consider 	to be reportable conditions under standards established by the American 

conditions 
Institute of Certified Public Accountants. Reportableinvolve matters coming todeficiencies in 

our attention relating to significantthe design or operation of the internal control structure that,in our judgment, could adversely affect the 	Administrationgs ability to record,process, summarize, and report financial data consistent with the asserions nfthe Administration 
Reportable conditions 

in 
are 	

the equipment/supplies accountability statement.described in finding 1 in the following 	page of thisreport.
 

A material weakness 
 is a reportable conditionoperation of specific internal control structure 
in which the design or

elements does not reduce to arelatively low level the risk that errors or irregularities in amounts that wouldbe material in relation to the equipment/supplies accountability statement beingaudited may occur and not be detected within a timly period by Employees in thenormal course of performing their assigned functions. 
Our consideration of the internal control structure would not necessarilydisclose all matters in the internal control structure that might be reportableconditions and, accordingly, would not necessarily disclose all reportableconditions that are also considered to be material weaknessesWe believe the reportable conditions 	 as defined above. as described in the following ppeg, arematerial weaknesses. 

This report is intended for the information and use of the Ministry forEconomic and Social Development Planning and Coordination,Republic of El Salvador and the 	
the Government of theUnitedDevelopment. 	 States Agency for InternationalThis restriction is not intended to limit the distribution of thisrep ort, which upon acceptance by the office of the Inspector General, is a matterof public records. 

Guatemala, C. A. 

June 26, 1992 
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PUBLIC SERVICE RESTORATION PRXJECrUSAID/EL 	 SALVADOR PROJECT No. 519-0279 
CnMNEm2 IMPfLMENTED BY 

TM IE TM ~MtsyECQD4IC AND SOCIAL1V&RM 

FINDINGS CK M 	 . 

1. 	 Lack of information in reports on location
 

of emergencv electrical qenerators
 

Condition
 

The report on

which of them 

location of the emergency electrical generators indicatesare not available, that is, not operational, but there is no noteof the 	 reason for their non-operational status. In MIPUAN, which is theinstitution holding the property of these emergency electrical generators, thereis 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 maintenanceand their physical condition. 

Cause
 

Information on the physical location of the emergency electricalgenerators is prepared by personnel of the Lepa River Hydroelectric ExecutiveComission (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 errgency electrical 
generators are not available. 

Re-conendation 

Because this project was concluded on September 30, 1990, we areincluding a recamendattion 	 notunder this project. However, because MIPLAN ismanaging the Public Services Improvement Project, USAID/El Salvador Project No.519-0320, with similar objectives, we suggest 	that the following reconxindationbe implemented for better management of the new project.
 

MIPLAN should 
 send written guidelines indicating tocontent 	of reports on the physical 
CEL the form andlocation of the emergency electrical gene

rators. 



ARTHUR ANDERSEN & Co. 

PUBLIC SECIOR RESTORATION PPOJECT 
USAID/EL SALVADOR PR)ECT No. 519-3279 

COMNENT MANAG) BY 

TWl MINSmRY FR Ean4cm Aim SOCIAL I MJEOFdHj 

~X14 PL WfMAN NDr ~ ADA PJ 

LAWS AND FlAJ QIt, 

INDEE DET AM 'TOM' I 

We have audited the equipment/supplies accountability statement of thePUBLIC SECTOR RESTIORATION PRJECT USAID/EL SALVADOR PROJECT No. 519-0279CCMPONENT MANAGED BY ME MINISTRY FOR EmCmiC AND SOCIAL DEVKDL4ENT PLWzIINGAID COORDINATION for the period October 1, 1988 through Sept 2her 31,we 1990, andhave issued our report in which we express an unqualified opinion dated June
26, 1992. 

Except for not conducting an external quality control review by anunaffiliated audit organization as described in our opinion on the equiprent/supplies accountability statement, we conducted our inaudit accordancewith generally accepted auditing standards and the United States CamqtrollerGeneral's Government Auditing Standards (1988 revision). Those standardsrequire that we plan and perform the audit to obtain reasonable assurance aboutwhether the equipment/supplies accountability statement is free of materialmisstatement.
 

Compliance with agreement terms, applicable laws and regulations is theresponsibility of the managnt of Ministry for Ecornic and Social DevelopmentPlanning and Coordination (MIPLAN). As part of Obtaining reasonable assuranceabout whether the equipment/supplies accountability statement is free ofmatesrial misstatement, we performed tests of the Ministry for EconomicSocial Development Planning and Coordination 
and 

cliance with certain provisionsagreement term laws andand regulations. Iowever, our objective was not toprovide an opinion on overall comliance with such provisions. Accordingly, wedo not express such an opinion. 

Material instances of non-compliance are failures to follow requirementsor violations of agreement terms and laws and regulations that cause us toconclude that the aggregation of misstatements resulting from those failures orviolations is material to the equipment/supplies accountability statement. Theresults of our tests of cmpliance disclosed the findings Ios. 1 and 2 includedin the following pages which in our opinion are of material effect. 

We considered these material instances of noncompliance in forming ouropinion on whether the Ministry for Economic and Social Development Planning andCoordination equipimt/supplies accountability statement is fairly presented,in all material respects, in conformity with the basis of accounting describedin Note 4 to the equipment/supplies accountability statement,
not and this reportdoes affect our report dated June 26, 1992 on that statement. 



ARTHUR ANDER SEN & Co. 

Except as described above,
that, with respect to the 

the results of our tests of compliance indicateitems tested, the Ministry for Economic ard SocialDevelopment Planning and Coordination ocoplied,the provisions referred to in 
in all material respects, with 

respect the third paragraph of this report, andto the items not tested, nothing came with 
to our attention that caused usto believe that the Ministry for EconmicCoordination had not camplied, 

and Social Development Planning andin all material respects with those provisions. 
This report is intended for the information andEconomic use of the Ministry forand Social Developmnt Planning and Coordination, GovenmnentRepublic of of theEl Salvador and the United States AgencyDevelopment. for InternationalThis restriction is

report, which 
not intended to limit the distribution of thisupon acceptance by the office of the Inspector General, is anitter of public records. 

Guatemala, C. A. 

June 26, 1992 

-22



PUBLIC SERVICES RESTORATION PaTECTUSAID/EL SALVADOR PRJECT No. 519-0279
 
CMPONENT IPLEMENED BY
 

THE~MMNSTRY FOR 0t -XI AND SOCIALS DEVEDF14 
FLAmma AND o0MinrMMN au&Mw) 

FIMINGS QI CMGMIAN WrM 4R2 T TERM ANDIAS ND R ~_I
 

AGREEMENT TERMS
 

1. Noncompliance with requirements of Article 5
 
section 5.1 "Project evaluation" and sec
tion B.5 "reports, records, inspections,

audits.", inset (b) of exhibit 2
 

Condition
 

MIPLAN did not comply 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 andagreement related books and records of account to periodic audits in accordance
with generally accepted auditing procedures". 

In addition, Article Sectionunder 5 5.1, unless the parties agreedotherwise in writing, MIPIAN should have project evaluation program to include,during implementation and once or more times thereafter: 

a) An evaluation of progress towards attainment of project objectives, 
b) Identification of problem which can impede attainment of the 

project objectives,
 

c) Implementation measures to correct major problems identified asimpediments to the attainment of the project objectives, and 
d) An evaluation of the global impact of the project on development. 

Cause
 

Lack of 
coMUcation by the Government of El Salvador to the projectimplementing entities of the terms of the agreement with which they shouldcomply as part of project implementation.
 



Effect
 

Noncompliance with the clauses mentioned, which couldgoals. affect project 

Re-cnmendation
 

Because this project was concluded on September 30, 1990, we notincluding a recamendattion areunder this project. However, because MIPLAN ismanaging the Public Services Improvement Project, USAID/El Salvador Project No.519-0320, with similar objectives, we suggest that the following recvmjendationbe implemented for better management of the new project.
 
We suggest that for implementation of the Public Services ImprovementProject USAID/El Salvador Project No. 519-0320, MIPLAN prepare a program forcontracting of audit services and evaluation of the project in order to coplywith the terms of the agreement. 

2. Noncompliance 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
 

MIPLAN 
 did not comply with the requiremnts of these clauses in as therewere no separate accounting to control goods acquired with Project No. 519-0279
funds.
 

Criteria
 

As established in these clauses, MIPLAN should have kept or seen to itthat project and agreement related books and records were inkept accordancewith generally accepted accounting standards and in a form suitable to identifyunlimitedly the delivery and use of goods and services with grant funds, as wellas present quarterly reports to A.I.D. on the receipt and use of goods financedunder the project, indicating:
 

- List of goods received during the quarter, their value, andcumulative value of all products received to date. 
- Information on condition of goods on arrival in El Salvador and anyaction and any action taken in relation to damaged or incomplete

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.
 

-24



Cause 

Lack of communication by the Government of El Salvador to the projectimplementing entities of the terms of the agreement with which they should have 

managing the Public Services Improvmnt Project, tJSAID/El Salvador Project No. 

complied as part of project implementation. 

Effect 

Noncompliance 
goals. 

with the clauses mentioned, which could affect project 

Reccanendation 

Because this project
including a reccmendation 

was concluded on September 30, 1990, we
under this project. However, because MI

are 
PLAN 

not 
is 

519-0320, with similar objectives, we suggest that the following recommendationbe implemented for better management of the new project. 

We suggest that the Government of the Republic of El Salvador establishesthe necessary mechanisms to cmmunicate to the implementing entities theprocedures to be followed for administering the project. 
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PUBLIC SERVICES RESTORATION PROJECr 
USAID/EL SALVADOR PROJECT No. 519-0279 

CCMPONENT M Em'ED BY 

THIE MI2NISR FX)R ECMEIC AND SOCIA DEVENT4
 
PIA~UlANmD CVRDNATI(1I a4IPAN)
 

LIM REO 4REIQ 

Internal control structure 

1. Because this project was concluded on September 30, 1990, we are notincluding a recammndation under this project. However, becauseMIPLAN is managing the Public Services Improvement Project, USAID/EISalvador Project No. 519-0320, with similar ob-eci-<ives, we suggestthat the following recommendation be implemented for better 
management of the new project. 

MIPLAN should send written guidelines indicating to CEL the form andcontent of reports on the physical location of the emergency
electrical generators.
 

Compliance with agreement terms and 
applicable laws and reqculations 

1. Because this project was concluded on September 30, 1990, we are notincluding a recommendation under this project. However, becauseMIPLAN is managing the Public Services Improvement Project, USAID/ElSalvador Project No. 519-0320, with similar objectives, we suggestthat the following recamendation be unplemented for better 
management of the new project. 

We suggest that for implementation of the Public Services Improvement Project USAD/El Salvador Project No. 519-0320, MIPIAN preparea progam for contracting of audit services and evaluation of theproject in order to comply with the terms of the agrement. 
2. Because this project was concluded on September 30, 1990, we are notincluding a recommendation under this project. However, becauseMIPLAN is managing the Public Services Improvement Project, USAID/ElSalvador Project No. 519-0320,

that 
with similar objectives, we suggestthe following recamendation be implemented for better 

management of the new project. 

We suggest that the Government of the Republic of El Salvadorestablishes the necessary mechani to communicate to theimplementing entities the procedures to be followed for adminis
tering the project. 
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