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AGENCY FOR INTERNATIONAL DEVELOPMENT
 
U. S. MAILING ADDRESS: OFFICE OF THE REGIONAL INSPECTOR GENERAL TELEPHONES: 

RIG/T AMERICAN EMBASSY 32-9987 - 32-3120 
APO. MIAMI 34022 TEGUCIGALPA - HONDURAS FAX No. (504) 31-4465 

January 19, 1993 

MEMORANDUM 

TO: D/USAID/EI Salvador, John Sanbrailo 

FROM: RIG/A/T, Lou Mundy Oq m 

SUBJECT: Audit of USAID/El Salvador's Public Sector Restoration Project,
Managed by the Administration for Machinery arid Equipment, 
October 1, 1988 to September 30, 1990 

This is a report on one of the six implementing entities of the Public Sector 
Restoration Project (Project), USAID/El Salvador Project No. 519-0279. 
This report presents the results of a financial audit of those Project 
activities managed by the Administration for Machinery and Equipment (the
Administration) for the period October 1, 1988 to September 30, 1990. The 
audit firm of Arthur Andersen & Co. prepared the report dated November 
30, 1992. 

The purpose o' 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 tht~se services. The Administration, a Directorate of the 
Government of El Salvador's Ministry of Public Works (Ministry), was 
responsible for acquiring heavy road construction machinery as well as 
materials for temporary construction in critical road rebuilding zones. 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, the Administration 
received $21.1 million from the Ministry for the implementation of this 
component. During the audit period the Administration received 
$2,065,693. 

The objectives of the audit were to determine whether: (1) the 
Administration'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 Administration's internal control 
structure was adequate to manage Project operations, and (3) the 



Administration had complied with Project agreement tern is and applicable
laws and regulations. The scope of the audit included an examination of 
the Administration'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 
statement presents fairly, in all material respects, the amount of 
acquisitions made under the Project and managed by the Administration 
during the period audited. The auditors reported questionable costs of 
$23,715 which did not affect their opinion of the equipment/supplies 
accountability statement. 

The auditors identified two material weaknesses in the Administration's 
internal control structure for Project activities. The auditors reported that 
the Administration: (1) did not periodically prepare an equipment/supplies 
accountability statement and (2) did not have adequate controls for custody 
and safekeeping of Project materials. 

With respect to the Administration's compliance with agreement terms and 
applicable laws and regulations, the auditors found three material 
instances of noncompliance with the terms of the Project Agreement. The 
Administration: (1) had not performed audits or evaluations of Project
activities, (2) did not maintain separate accounting records for Project
activities, and (3) did not have adequate controls for custody and use of 
Project materials. 

Since this Project ended September 30, 1990 we have not made any
recommendations to correct the internal control and compliance 
deficiencies identified in this report in the Office of the Inspector General's 
audit recommendation follow-up system. 

However, it should be noted that USAID/El Salvador has an existing 
agreement with the Administration to implement a follow-on project, the 
Public Services Improvement Project, USAID/El Salvador Project No. 519­
0320, which has similar objectives to this Project. Arthur Andersen & Co., 
at the request of USAID/El Salvador, performed an award survey of the 
Administration's capability to manage this follow-on project. Their review 
disclosed similar deficiencies to those identified in this report as well as 
additional deficiencies for which we have made recommendations for 
USAID/El Salvador's action (see Audit Report No. 1-519-93-06-N dated 
January 19, 1993). 

We are including the following recommendation on questionable costs in 
the Office of the Inspector General's audit recommendation follow-up 
system. 
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Recommendation No. 1 

We recommend that USAID/EI Salvador resolve the questionable costs 
of $23,715 (questioned) identified in the ArthurAndersen & Co. audit 
report dated November 30, 1992 and recover from the Ministry of 
Public Works' Administration for Machinery and Equipment all 
amounts determined to be unallowable. 

Recommendation No. 1 can be resolved when the Mission determines the 
amount of recovery and closed upon the recovery of funds, offset of funds, 
or issuance of a Bill for Collection. 

The report was discussed with representatives from the Administration who 
expressed general agreement with its contents. Management's comments 
are included as Annex I to the Arthur Andersen & Co. report. 

The final 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 recommendation. 
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ARTHUR ANDERSEN & Co. 

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

Guatemala, C.A
 

November 30, 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 UE 
M3BLIC SECIOR RESTORATIIC' PM,EC, USAID/EL SALVADOR PROJECT 519-0279, MPNENT 

EXECU1E by TE MINISTRY OF MJBLIC IRKS (MOP) MWRGJH ADMINISTRATION FOR 
MACHIERY AND EQUIR4ENT (AME) for the peiod from October 1, 1988 to September 
30, 1990. 

I. BACKGROUND 

0a May 16, 1983 the Government of the Republic of El Salvador signed Grdnt 
Agreement No. 519-0279 for an original aMout of US$ 11,000,000 with the United 
States of America through the Agency for International Development (AID). The 
original agreement has been amended 11 ties and funds have been increased to 
a new total of US$ 98,000,000. In addition, the Gonmmnt of El Salvador agreed 
to provide a counterpart contribution or US$ 2,433,000. 

The purpose of the project was the restoration of vital public services 
which had been interrupted as a result of proble of violence in El Salvador, 
either by repairing or replacing the infrastructure damaged or providing other 
alternatives for these services. Suboject activities carried out under the 
project were to include the restoration of electrical power, telecammiications 
and water distribution systems and the repair of damaged railroad equipment, 
bridges, constructions vehicles and equipment, buses, and other activities 
approved by the Deputy Administrator of the Office for Latin American and 
Caribbean Affairs or his representative. 

There were six project implementation institutions. These institutions and 
their activities in the project are described below. 
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(a) Lanpa River Hydroelectric Executive 
Commission (CE,) 

This 	commission was created as an autonomous public service institution.Its purpose is to develop, conserve, administer and use the resources of theLenpa River to provide power to El Salvador. As part of the project, CEL wasallocated the sum of US$ 58,033,371 which were used 	 to repair or replaceequipment for the transmission system, purchase of vehicles, cranes, heavy dutyhoists, pulleys, hydraulic jacks, air compressors and other related items foruse both in urban and rural areas. The purposes of this conponent were: 

1) 	 Allow rapid damage asSeSW~ts and immediate repairs of the 
electrical system, 

2) Improve 	the security at key sites of the electrical network, 
) 	 Support the electrical distribution systems managed by CAESS, CLEA, 

CLESA, DESSEM4 and DUSM, and 

4) 	 Install redundant power transmission line loops. 

As part of the financing, funds were allocated to CEL to lease a helicopterwhich was used for transnission line checks, transportation of personnel,equipment, and equipment for the constructions and repair of damaged lines. 

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

This 	 entity was created as a, autonomous public service institution.ANDA's 	 general objective is to help 	and provide the peaple of the Republic ofEl Salvador with water and sewage services. ANDA exe.lated project funds forUS$ 11, 	338,563, which were used for the purchase of equipment to make immediaterepairs to the national water and sewage system. The equipment included drillingrigs and accessories, generators, pumping equipment, electrical components and
other related equipment. 

(c) 	Ministry of Public Works (MDP) 

MOP's 	 role in the project was to rebuild roads damaged in the country'sinternal conflict. Part of the Ministry's responsibilities was to acquire heavyconstruction machinery through an institution created .or the 	purpose and calledMachinery and Equipment Administration (AME). It also 	included the acquisitionof structures to build a Bailey bridge to be used temporarily in the criticalzones in the road system. MOP, through AME, executed project funds for a value 
of US$ 	21,075,519.
 

(d) 	 Ministry for Economic and Social Develop­
ment Pliming and Coordination (MIPLAN
 

A Grant Agreement was signed between this Ministry and the Agency forInternational Development of the United States in El Salvador (USAID/EL SALVADOR) 
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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. 

(e) Autonomous Executive Ports Commission (CEPA)
 

This commission was created 
as an 	autonomous public service institution.CEPA's general objective is to administer air and maritime transportationservices, storage 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 theacquisition of heavy equipment, repair 	parts, rolling stock and other tools andequipment for the repair of vital rail lines. 

(f) National Administration for Telecommunj cation (ANTEL)
 
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 RestorationProject USAID/El Salvador project No, 519-0279 for the period October 1, 1988to September 30, 1990. This project was implemented by the Lapa RiverHydroelectric Executive Corruiisson (CEL), the National Administration for Waterand Sewage (ANDA), Ministry of Planning and Coordination for Econcmic and SocialDevelopment (MIPLAN), the Ministry of Public Works (moP), 	 the National Adminis­tration for telecnimmcations (ANTEL), and the Autonomous Executive ports
Comnission (CEPA). 

However, this report only cover activities of the project executed by AME. 
The audit was to be performed in accordance with generally acceptedauditing standards and the United States Comptroller General's GvemnentAuditing Standards (1988 Revision) and accordingly included such tests of theaccounting records as deemed necessary. The specific objectives of the audit were to determine whether: 

1. 	 The equipment/supplies accountability statement presents fairly, inall material respects, the situation of the project's activitiesmanaged by AME for the period October 1, 1988 to September 30, 1990,and costs reported as incurred during the period are allowable,allocable, and reasonable in accordance with agreement terms 	 and
applicable laws and regulations. 

2. 	 The internal control structure including the control environment,accounting system, and control procedures specifically related toprocurement and accounting for ccmxdities, of AME 	 was adequate
manage the project's operations.	 

to 

3. AME complied with agreement terms, project implementation letters,
and applicable laws and regulations.
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Although it was not the purpose of the audit,or transactions that could be indicative of fraud, 
we were alert to situations 
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 USAIDME Salvador and AME including
amendments and mandatory standard provisions, as applicable, 

3. 	 Contracts and subcontracts with third parties, 

4. The budgets, project implementation letters, and written proceduresapproved by USAID/El Salvador to manage the project, 
5. 	 Office of Managent and Budget (OMB) Circular A-122 Cost Principles

for Nonprofit Organizations, 

6. 	 A.I.D. Handbook 11, Country Contracting, specifically Chapter 4,Cost Principles, 
7. 	 A.I.D. Handbook 15, Coamudities, specifically Chapter 10, Conimdity 

Arrival and Disposition, 

8. 	 DEVRES report, August 23, 1991,
 

9. 	 RIG/A/T CaOdity Audit Report, 

10. 	 LBII study on Host Country Contracting, 

11. 	 USAID/El Salvador Mission Order Manual (MOM), subchapter 7030,Monitoring of receipt and end-use of program and project Cam-ities, 
12. Obtain the list of suppliers available to AmE to procure the neededinventory and equipment and any other information provided byUSAID/El Salvador on this issue, 
13. 	 All project financial and progress reports, and AME's chart ofaccounts, organizational chart, accounting system descriptions,procurement policies, receipt of commodities, warehousing anddistribution procedures of materials, as necessary to successfully

complete the required work. 
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B. 	 Eauiment/sun lies accountability statment 

We examined the equipnent/supplies accountability statement which includedthe list of the equipment and supplies provided through direct payments made byUSAID/El Salvador, the cost of each item and the total per line item, comparisonbetween 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 preparedas stated in section V of the f-atement 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 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 ccnridities related to Project 519-0279. The equipment/supplies
accountability statement was based on the iiforzmation provided by USAID/ElSalvador and included separate identification of those equipment/supplies byline item. We verified that direct A.I.D. procurement is accounted for and
control procedures exist to adequately safeguard such assets.
 

The specific objectives at the audit were to:
 

1. 	 Determine whether all the cmdities provided by USAID/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) "questioned"
costs 	that are explicitly ineligible because they are not project
related, unreasonable or prohibited by the agreement or applicable
laws and regulations, and (2) "unsupported" costs that are not
supported with adequate documentation or are not appropriately autho­
rized.
 

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

3. 	 On a selective basis, perform substantive physical inspections and
inventory tests of equipment/supplies. Ccupare selected inventory
balances 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 cmucdities received and shipped, and the physical
inventory. 
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5. 	 Review purchases made by USAID/El Salvador on behalf of the projectto evaluate procedures used by AME, as applicable, to properly recordand control the assets and cmodities received. 

C. 	 Internal control structure 

We reviewed and evaluated AMIE's internal control structure related to theproject's management as considered appropriate to conply with generally acceptedauditing standards. The major internal controls that were evaluated includedbut were not limited to the adequacy of the accounting and information systems,procurement procedures, fixed assets and inventories. 

D. 	 Compliance with agreement tems and
 
applicable laws and regulation
 

Our 	 rk on AME 's cmpliance with agreement terms, and applicable laws andregulations was designed to: 

1. 	 Identify the agreement terms, project implementation letters andpertinent laws and regulations, and determinate which of those notobserved could have a direct and material effect on the project'sequipment/supplies accountability statement. 

2. 	 Assess the internal controls in plaice to assure cmpliance withagreement terms and applicable law and regulations, assure that eachProcurnt transaction reviewed meets the source and origin criteria as required by the agreement, and meets bidding 	 requirements
established by A.I.D. 

3. 	 Design steps and procedures to test.ccsipliance with agreement termsand applicable laws and regulations to provide reasonable assuranceof detecting both unintentional and intentional instances ofnoncCupliance that could have a material effect on the equip­
ment/supplies accountability statement. 

4. 	 Determinate if equipment/supplies have been used for purposes
authorized or not in accordance 	

not 
with agreement terms. If so,identify these costs as questionable. 

5. 	 Determine if the counterpart contribution and technical assistance,as applicable, are obtained opportunely according to the agreementand to the project's needs. Quantify any shortcamings in this area. 

E. 	 Follow up to prior year consultingrec~mnendations 

We performed the follow up to findings and recmmndations included in theReport 	 on Host Country Contracting Assessment performed Louisby BergerInternational, Inc. on May, 	 1991 (Contract No. 519-0320-C-00-01103-00); and inthe Report on Evaluation of the Comdity Management System, performed by DEVRES,INC. on 	August, 1991 (Contract No. 519-0349-00-1111). 
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Such follow up was made on findings and reconmendations which could havea material effect on our evaluation, to determine if AME has taken adequate
corrective measures.
 

IV. RESULTS OF THE AUDIT 

This section presents a sumary of the results of the audit, brieflydescribing the more important points problemsand disclosed and which arediscussed in more detail in the applicable section of this report. 

Equipment/supplies accounti ng statement 

'The equipment/supplies accountability statement present fairly, in allmaterial respects, the amount of acquisitions made under the component executedby the Ministry of Public Works (MOP) through the Administration for Machineryand Equipment (AME) for the period from October 1, 1988 to September 30, 1990. 

Internal control structure
 

The evaluation of AME 's internal control revealed the following reportable
conditions:
 

Lack of preparation of equipment/supplies accountability statement. 

Lack of responsibility cards per employee. 

Compliance with agreement terms and 
aplicable laws and requlations
 

Except for the noncompliance situations described in findings No. 1 to No.3, AME complied in all materials respects, with the terms of the agreement andapplicable laws and regulations. With respect to item not tested, nothing cameour attention that caused us to believe that AME had not complied, in allmaterial respects, with the tems of the agreement and applicable laws and
regulations.
 

Aareement terms 

Noncompliance with the requirements of Article 5 Section 5.1 "ProjectEvaluation" and Section B.5 "Reports, Records, Inspections, Audits",
Inset (b) of Exhibit 2. 

During the period from October 1, 1988 to September 30, 1990,

no independent audit was contracted to review project records.
 

In addition, under Article 5 Section 5.1, unless otherwiseagreed by the parties in writing, the program is to include,during implementation of the project and once or more times 
thereafter: 
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a) 	 An evaluation of progress towards attaining the project
objectives, 

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

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

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

Noncompliance with the requirents 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.
 

As establia'ed in these clauses, 
AZE should have kept or seento it that project and agreement related books and records were kept according to generally accepted accounting principlesand practices and in a form suitable to identify unlimitedly
the delivery and use of goods and services with grant funds,as well as present quarterly reports to A.I.D. on receipt anduse of goods financed under 	the project and the situationregarding the status of repairs or reconstructions related tothe functioning of the project: 

a) 	 List of gods received during the quarter, their value,and cumulative value of all products received to date. 

b) Information on condition of goods on arrival in ElSalvador and any action taken in relation to damaged or 
incomplete shipments.
 

C) 	 Brief description of the use made theof gods in
relation to the project purpose. 

d) Certification to the effect that the goods were used in
accordance with project objectives. 

It should also have prepared quarterly reports on contracts
financed with project funds: 

a) 	 List of contracts in effect during the quarter, theparties involve3d, purpose of the contract, total cost
of the contract and its duration. 

b) 	 List by contract of quarterly expenses, cumulative 
expenses and total value of each contract. 

c) Brief description of contractor's activities during the 
quarter.
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d) Certification to the effect that each contract in effectis being used in accordance with project goal an purpose. 
Noncompliance with requireents of Section B.5 "Reports, Records,Inspections, Audits", Inset (b)of Exhibit 2.
 

There was no adequate control on stocks and use of goodsacquired with funds fran project No. 519-0279, which makes itdifficult to locate and verify their existence. 

Follow up to prior year consulting
 
.... 0ations
 

Due to the fact that the reports of the consulting firms DEVRES, Inc. andLouis Berger International, Inc. covered a period after the coupletion date ofthe project 519-0279, this section does not apply to this report.
 
However, since the follow up to the recommendations included in theseconsulting reports are part of our scope of work, a follow up to the recommenda­tions is included as Annex II to this report. 

V. MANAGEEN COMM:S 

The draft of this report was discussed with representatives from AME andUSAID/El Salvador, who in general, agreed with the report. Their coments havebeen considered in the preparation of this report. 

The entire text of AME's managnt comments is included as Annex I to this 
report.
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ARTHUR ANDERSEN & Co. 

PUBLIC SECIOR RES7ORATIN pIojECr
USAID/EL SALVADOR Pmmm No. 519-0279 

cOPONE?r MANAMD BY 

THE 1MWISTRY Or PUC WM Th -X
AfM4MS!RATICE( FOR mama=- AND 

/SUPLE A=NnVLMT SAFC 7M ERIW OC ER- 1, 1988 TRW= HM 30. 150 

INDEPNDEN AUflU~' REO 

We have audited the acccnpanying equipment/supplies accountabilitystatement of the PUBLIC SECTOR RESIORATict PF= USAID/EL SALVADOR PROJECT No.519-0279, CCHFONENT MANAGED BY MIE MINISTfR OF PUBLIC WORKS n1ROUGH ADMINISTRA-
TION FOR MACHMERY AND EQUIET (an autcramous public service institution), for
the period October 1, 1988 through September 30, 1990. This equipment/supplies
accountability statement theis responsibility of the Administration
Machinery and Equipment. Our responsibility is to eYpress opinion on 
for
 

an thisstatement based on our audit. 

We conducted our audit in accordance with generally accented auditing
standards and except for the matters discussed in following paragraph, with the
United States Ccmptroller General's Goverment Auditing Standards (1988Revision). Those standards require that we plan and perform the audit to obtain
reasonable assurance 
 about whether the equipment/supplis accountabilitystatement free of rdaterial misstatement.is An audit includes eamining, on a
test basis, evidence supporting the amounts and disclosures in th, accountability
statement. An audit also includes assessing the accounting principles used andsignificant estimates made by the Admnistration, as well asoverall equipment/supplies accountability statement 
evaluating the

presentation. We believethat our audit provides a reasonable basis for our opinion. 

We did not have external quality control review by an unaffiliated auditorganization as required by paragraph 46 of chapter 3 of Government AuditingStandards since no such 

organizations in Guatemala.

quality review program is offered by professional
We believe that the effect of this departure fromthe financial audit requiremnts of Government Auditing Standards is not materialbecause we participate in the Arthur Andersen &Co. worldwide internal quality
control program which requires the Arthur Andersen-Guatemala
subjected, every three years, to 
office to be an quality reviewcontrol 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 comprehen­sive basis of accounting other than generally accepted accounting principles. 
In our opinion, the equipment/supplies accountability statementto above, presents referredfairly, in all material respects, the amountsprocurements of theeffected by the PuBLIC SECTOR RFE1OATION PROJECT USAID/EL SALVADORPROJECT No. 519-0279, O(MPONENT MANAGED BY TE MINISTRy OF PUBLIC WORKS 'IOUMGH 
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ADINIMW N FOR MACHINERY AND EQI R E, for the period October 1,through September 30, 1990 in conformity with the basis of 
1988 

accounting asdescribed in Note 4 to the equipment/supplies accountability statement. 
Regarding Project activities financed with A.I.D. Grant Funds, our audittest disclosed cost of US$ 23,715 which have been considered questionablethe reasons explained in Note No. 6 to forthe Equipment/Supply AccountabilityStatement. These questionable costs do not affect our opinion on the statement. 
This report is intended for the information and use of the Administrationfor Machinery and Equipment, the Govenment of the Republic of El Salvador andthe United States Agency for International Development. This restriction is notintended to limit the distribution of this report, which upon acceptance by theoffice of the Inspector General, is a matter of public records. 

Guatemala, C. A. 

June 26, 1992 
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PUBLIC SECTOR RESTORATION PROJECT 

USAID/EL SALVADOR PROJECT No. 519-0279 

THE MINISTRY OF PUBLIC _VM.S (HOP) THR (" 

AD INISTRATION FOR,RACHINARYAND EQUIPMENT (ANE) 

EQUIPNENTISUPPLIES ACCOUWTABILITY STATEMENT 

FOR THE PERIOD OCTOBER 1. 1988 THROUGH SEPTEIBER 30. 1990 

Accumulated 
 For the period October 1, 1988 through

disburse-
 September 30. 1990


Project 
 ment as
.________Reference
Budget total dis-
 of 30-09-88
Activity QuestionabRe costs
(unaudited) bursement 
 (unaudited) -Disbursement Questioned 
 to notes
 

07-Purchase of Bailey Bridges US$ 2,554,000 US$ 1,861,219 US$ 1,525,357 
(See Note 5) 

US$ 335,862 US$ 23,715 6 

08-Purchase construction equipment 18,866,000 18,851,076 17,484,469 1,366,607 

22-Contingency Fund 379,000 
---------

363,224 - 363,224 
-

US$ 21,799,000 US$ 21,075,519 US$ 19,009,826 
-

US$ 2,065,693 US$ 
 23,715
 

The notes to the equipment/suppLies nccountability statement are an integral part of this statement.
 



PUBLIC SECIOR RESIRATICN PRJE=
 
USAID/EL SALVADOR PROJECT No. 519-0279
 

COMPONENT MANAGED BY
 

THE MNIS7RY O PUBLIC (UM)RKSm)
AM41NAISMM FOR MPXiflIm AND sam~pm (N4Ei 

NOTS THE lUIaMEIS/UpLIE AC00URTAln'y S7flMWMiFOR 	 E PEIOD OMC- 1'. 1988 Z2MUr Y 30, 1990 

(1) 	 Brief history and description of the project 

On May 16, 1983 the Government 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 or US$ 2,433,000. 

The purpose of the project was the restoration of vital public serviceswhich 	had been interrpted as a 	result of problem 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 p r, telecommiucationsand water distribution systems and the repair of damaged railroad equipment,bridges, constructions vehicles and equipment, buses, and other activitiesapproved by the Deputy Administrator of the Office for Latin American andCaribbean Affairs or his representative. 

(2) Brief histor, of the iimleent'n unit
 

The Administration for Machinery and Equipnent (AME) 
 is an 	office attachedto the 	Directorate General for Urbanization and Architecture (DUA), 	 a departentof the Ministry of Public Works (MOP) 	 of the Goverrment of El Salvador. Thepurpose of AME is to provide maintenance services to the machuiery and equipmentof the Ministry of Public Works (MOP) 	 using funds from the USAID/El SalvadorProject No. 519-0279 grant. 

(3) 	 Currency unit 

The equipment/supplies accountability stat 	 nt, was prepared in UnitedStates dollars, in which currency the disbursements were made for the acquisitionof equipment and supplies. 

(4) 	 Principal accounting policies 

Presentationbasis
 

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) Purchases in US dollars paid directly by USA]T)
 
As part of the project grant, in period
September 30, 	 the from October 1, 1988 to1990 USAID/El Salvador paid directly the purchases indicated belowfor implementation of the project. These purchases were madedocumentation submitted by AME, 	 on the basis ofwhich carried out the supplier selection processon the basis of quotations received.
 

Letter of
commitment Supplier Date Amount 
566 B. Bridge Inc. 
 08-12-88 
 US$ 323,932
625 
 Marck Trucks 
 18-09-89 
 2,814
626 Autons Inc. 
 18-09-89 
 152,325
627 Banner Ind Inc. 
 17-09-89 
 138,026
629 
 Edison Hubbard 
 22-08-89 
 177,989
665 
 Dana World 
 07-02-90 
 51,699
666 Anistrong 
 07-02-90 
 10,069
667 
 Mollendo 
 07-07-90 
 8,770
668 Caterpillar 21-02-90 
 9,861
672 Interconont Trade 21-02-90 
 62,625
673 Caterpillar 21-02-90
674 	 10,231Global Expediting 	 08-03-90
675 	 125,166
Intercontinental 
 16-03-90
676 Horizon Trading 	 67,727
 

16-03-90 
 84,853
611 
 J.I. Case Co. 
 26-05-89 
 462,489
624 Roso Int. Corp. 
 18-07-89 
 1,963
560 
 Edison Hubbard 
 16-11-88 
 11,930
677 Anmstrong 
 16-03-90 
 60,629
678 
 Joel Group 
 16-03-90 
 15,843
679 Fleet Parts 1.5-03-90C98 	 16,201B. Bridges Inc. 16-03-90
676 Horizon Trading 	 264,117
16-03-90 
 6,434
 

US$ 2,065,693
 
(6) Questionablecosts
 

Our audit disclosed the following items which we considered to bequestionable costs: 

Tires of different brands and sizes boughtwith letter of cmnitmnt No. 629, the fi­nal destination of which it was not possibleto verify 
US$ 23,715 

(7) 	 Accumulated equipment/supplies 
accountability statement 

The accumulated equip1ent/supplies accountability statent for the prujectfrom the beginning of the project March 16, 1983 to September 30, 1990 and forall components show in the following pages: 
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1 of 2 
_PULIC SECTOR RESTORATION PROJECT

USAIDIEL 	 SALVADOR PROJECT No. 519-1e27
ACCULAYED EUIPMENTISUPPLIES ACCOUNTAILITY STATENFOR TEPRO rON TIE BE(IMIIE (NARCH 161983) ThiROUGH SEPTEMBER 30. 1990 

Entity/Activity 


The Leqpa River HydroeLectric
Executive Comission 

01-Procurement of equipment 

04-Leasing of helicopters services 

05-Purchase of gas Turbine 

21-Purchase of emergency generator
22-Contingency Fund 


The Ministry of Public Morks­07-Purchase of BaiLey Bridges

08-Purchase construction equipment
2 2 -Contingency Fund 


The Autonomous Executive Ports
Commission 

09-Purchase of heavy equipment
2 2 -Contingency Fund 


The National Administration for
 
Teleco.munications 
 (unaudited)11-Emergency Repairs
2 2-Contingency Fund 


To page 2 of 2... 


AccumuLated 
direct 

Budget 
(unaudited) 

Project 
total direct 
Purchases 

purchases 
as of 30-09-88 
(unaudited) 

USS 38,044,000 
 US$ 37,861,536 
 US$ 27,965,763

8,503,000 
 8,494,377 
 6,757,762

8,302,000 
 8,301,800 
 8,301,800

2,000,000 
 1,998,725 
 1,970,105

1,396,000 
 1,376,933 
 6,419 


58,245,000 
 58,033,371 
 45,001,849 


2,554,000 
 1,861,219 
 1,525,357
1J,866,000 
 18,851,076 
 17,484,469

379,000 
 363,224 
 _ 


21,799,000 
 21,075,519 
 19,009,826 


- -

3,997,000 
 3,996,743 
 3,401,936

57,000 
 55,085 


4,054,000 
 4,051,828 
 3,401,936 


1,245,000 
 1,245,377 
 1,245,377

36,000 
 34,303 
 _ 


1,281,000 
 1,279,680 
 1,245,377 


US$ 85,379,000 
 US$ 84,440,398 
 US$ 68,658,988 


Direct purcha­
ses of the
 

period October
 
1, 1988 through
 

September 30, 1990
 

USS 	 9,895,773 
1,736,615 
1
 

28,620
 
1,370,514
 

13,031,522
 

-


335,862
 
1,366,607
 
363,224
 

2,065,693
 

594,807
 
55,085
 

649,892
 

_
 
34,303
 

34,303
 

US$ 15,781,410
 



2 of 2 

PUBLIC SECTOR RESTORATION PROJECT
 
USAID/EL SALVADOR PROJECT No. 
 519-(2
EQUIPREN/SUPPLIES ACCUMULATED ACCOUNTABILITY STATEMENTFOR THE PERIOD OCTOBER 1. 1 THROUGI SEPTEMBER 30. 1990 

Entity/Activity Budget 
(unaudited) 

Project 
total direct 
purchases 

AccumuLated 
direct 

purchases 
as of 30-09-88 
(unaudited) 

Direct purcha­
ses of the 

period October 
1, 1988 through 

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 Nationa. Administration for 
Vater and Sewage1-For Tools, equipment and parts2 2-Contingency Fund 

11,034,000 
317,000 

11,034,086 
304,477 

7,216,534 
-

3,817,552 
304,477 

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

The Ministry of Planning and 
Coordination for social and 

12-Projecteconomic development
support activities 

2 2-Contingency Fund 
1,488,000 

15,000 
1,457,284 

15,138 
962,929 

-
494,355 
15,138 

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

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



ARTHUR ANDERSEN & Co. 

PUBLIC SECTOR RESTORATION PROJECT
USAID/EL SALVADOR PROJECT No. 519-0279
 

COMI4NENT MANAGED BY
 

AMUN.S1IATICI FCR UM JM ADND 

D OT AUDrlSE'P 

We have audited the equipment/supplies accountability statenent of thePUBLIC SECIOR RESTORATION PROJECT USAID/EL SALVADOR PROJECT No. 519-0279,COMPONENT MANAGED THEBY MINISTRY OF PUBLIC WRKS TH1ouG AMISTRATION FORMACHINERY AND EQUIPMT for the period October 1, 1988 through September 30,1990, and we have issued our report in which we expressed an unqualified opinion
thereon dated June 26, 1992. 

Except for not conducting an external quality control review by anunaffiliated audit organization as described further in our opinion onequipnent/supplies accountability statement, 
the 

we conducted our audit in accordancewith generally accepted auditing standards and Gvennt Auditing Standards,issued by the Ccmtroller General of the United States (1988 revision). Thosestandards require that we plan and perform our audit to obtain reasonableassurance about whether the equipnent/supplies accountability statement is freeof material misstatement. 

In planning and performing our audit of the equipmnt/supplies accoun­tability statement of the PUBLIC SECIOR RESTRATION AUJECT USAID/EL SALVADORPROJECT No. 519-0279, CU'oNENT MANAGD BY THE MINISTRY OF PUBLIC WORKS TIHFUGADMINISTRATION FOR MACHINERY AND EQJIMWENT, for the period October 1, 1988through September 30, 1990, we considered its internal ontrol structure in orderto determine the nature, timing and extent of our auditing procedures for thepurpose of ourexpressing opinion on the equipment/supplies accountabilitystatement and not to provide assurance on the internal control structure. 
The management of the Administration for Machinery and Equipment, isresponsible for establishing and maintaining an internal control structure.fulfilling this responsibility, In

estimates and judgeents by management arerequired to assess the expected benefits and related costs of internal controlstructure policies and procedures. The objectives of an internal controlstructure are to provide management with reasonable, but not absolute, assurancethat the assets are safeguarded against loss fran unauthorized use or disposi­tion, and that transactions are executed in accordance with managemnt'sauthorization and recorded properly to permit the preparation of the accoun­tability statement in accordance with the basis of accounting described in Note4 to the equipment/supplies accountability stateent. Because of inherentlimitations in internalany control structure, errors or irregularities maynevertheless occur and not be detected. Also, projection of any evaluation ofthe structure to future periods is subject to the risk that procedures may becomeinadequate because of changes in conditions or that the effectiveness of thedesign and operation of policies and procedures may deteriorate. 



•\iRTiI',I¢ .\NDEI .I.N &- (O.For the purpose of this report, we have classified the significant internalcontrol structure policies and procedures in the following economic cycles: 1)eqi.pment and supplies acquisition, 2) inventory procedures, 3) custody andequipment and supplies safeguard. 

For all of the control cycles listed above, we obtained an understandingof the design of relevant policies and procedures and whether they have beenplaced in operation, 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 Institute of
conditions involve coming 

Certified Public Accountants. Reportablematters to our attention relating to significantdeficiencies in the design or operation of the internal control structure that,in our judgment, could 	adversely affect the Adinistration's ability to record,process, summarize, and report financial data consistent with the assertions ofthe 	 Administration in the equipment/supplies accountability statement.Reportable conditions are described in findings from 1 and 2 in the followingpages 	of this report.
 

A material weakness 
 is a 	reportable condition inoperation of specific internal control 	
which the design orstructure 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 timely period by employees in thenormal course of perfoning 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 weaknesses as defined above.Wt believe the reportable conditions as described in the fullowing pages, are
material weaknesses. 

This report is intended for the information of the AdministrationMachinery and Equipment, the Government 	 for
of the Republic of El Salvador and theUnited States Agency for International Development. This restriction isnot intended to limit the distribution of this report, which 	upon acceptance bythe office of the Inspector General, is a matter of public record. 

Guatemala, C. A. 

June 26, 1992 
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P17BLTC SERVICES RES'ORATICN PROJECT 
PROJECT No. 519-0279 

CHPONENT M-MENTED BY 

THE MINSTRY OF PUBLIC- WORK (?DW) THURM
A14MSTRATMCK MR, MACInMY AN m 9R 

Mmam M FINDDs 

1. Lack of preparation of equipent/supplies 

accountabiti statement 

Condition
 

The Administration 
 for Machinery and Equipment (AME) did not prepareperiodically the equipment/supplies accountability statement during the periodfrom October i, 1988 to September 30, 1990. 

Criteria
 

Accounting records should be kept 
 for the purpose of issuing periodicreports on economic operations and events regarding the project.as These recordsserve a financial tool for decision making by the administration. 

Cause 

AME did not keep separate records to record, accumulate and report on
project operations in foreign currency. 

Effect 

funds.There was adequateno financial control on assets acquired with project 

R Mendation
 

Since this project was 
concluded on September 1990,a recomnendation we are not includingfor internal control under this project. In addition,follow on project implemented by this entity is 
the

covered under the award survey. 

2. Lack ofre nsibility cards er ,employee
 

Condition
 

AME do not use responsibility cards per employee 
 for the control, custodyand safekeeping of goods acquired with project funds. 



Criteria 

As a sound internal control measure it is necessary to have controlsmake it topossible to define responsibilities for the proper use and custody ofthe goods acquired.
 

Cause 

There is a lack of written requirements for the specific control peremployee, of the commodities acquired by project funds. 
Effect 

It would not be possible to lay responsibilities on employees having intheir charge certain equipment which suffers unjustified deterioration or loss.This leads to losses for the project and project objectives are not attained. 

gRecndation
 

Since this project was concluded on September 1990,
a recommendation we are not includingfor internal control under this project. In addition, thefollow on project implemented by this entity is covered under the award survey. 
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ARTHUR ANDERSEN & Co. 

PUBLIC SECIOR RESTORATION PROJECT
USAID/EL SALVADOR PROJECT No. 519-0279 

COMPONENT MANAGED BY
 

TMMfST O PBIIC TRKS -HRmXI 
AIM4flISTRATIct1 PUt MAO!NERy AmD E~pjIR4ET 

C .T-ItA . WnI A MO AND APPLICABLE 

fLADPW AD 1H 

We have audited the equipment/supplies accountability statement of thePUBLIC SECIOR RESTORATION PROJECT USAID/EL SALVADOR No.PRMM 519-0279CCHPONENT MANAGED BY UE MINISTRY OF PUBLIC h1ROUGHWORKS ADMINISTRATIONMACHINERY AND EQUIPMENT for the period October 1, 1988 
FOR 

through September 31,1990, and we have issued our report in which we expressed an unqualified opinion
thereon dated June 26, 1992.
 

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

Compliance with agreement terms and applicable laws and regulations is theresponsibility of the management of the Administration for Machinery andEquipment. As part of obtaining reasonable assurance about whether theequipment/supplies accountability statement is free of material missta:;: rTrt,we performed tests of the Administration for Machinery and Equipment cc=,,iencewith certain provisions agreement terms and laws and regulations. However, ourobjective was not to provide an opinion on overall cmpliance with suchprovisions. Accordingly, we do not express such an opinion.
 

Material instances of non-campliance are 
failures to follow requirementsor violations of agreement terms and applicable laws and regulations that causeus to conclude that the aggregation of misstatements resulting from thosefailures or violations is material to the equipment/supplies accountabilitystatement. The results of our tests of compliance disclosed th findings Nos.1 to 3 included in the following pages which in our opinion are of material 
effect.
 

We considered these material instances of nonccmpliance in forming ouropinion on whether the Administration for Machinery and Equipment equip­ment/supplies accountability statement is fairly presented, in all materialrespects, in conformity with the basis of accounting described in Note 4 t6 the 



.\ 111I'I SIiI & (G0..\ND 	 I: 

equiPTzent/supplies accountability statement, and this report does not affect ourreport dated June 26, 1992 on that statement.
 

Except as described above, 
 the results of our tests of compliance indicate
that, 	 with respect to the items tested, the Admnistration for Machinery andEquipent complied, in all material respects, with the provisions referred toin the third paragraph of this report, and with respect to the items not tested,nothing came our attention that caused us to 	believefor Machinery and Equipment had not caplied, 

that the Administration 
in all material respects withthose 	provisions.
 

This report is 
 intended for the information and use of the Administrationfor Machinery and Equipment, the Government of the Republic of El Salvador andthe United States Agency for International Developnent. This 	restriction isnot intended to limit the distribution of this report, which 	upon acceptance bythe office of the Inspector General, is a matter of public record. 

Guatemala, C. A. 

June 26, 1992 
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PUBLIC SERVICES RE-ORATICN PC)ECrUSAD/EL SALVADOR PI XJECr No. 519-0279 
O4ffNENT TMPfLMETE BY 

MT N~W4SM OF FURLICk g _0w)ac~ ~ 
AIINDISTMI F~t MROIINER %N =MM"Uf (AM~ 

FIDI? N OMUIC W! IILmM L ASPECTS, XPPLIM 

AEGKTIOIM AND 

1. 	 Nonconpliance with the reTqrents of Article 5
Section 5.1 
 "Project evaluation", and Section
B.5 "Reports, records, inspections, audits",

inset (b)of exhibit 2
 

Condition 

AME did not comply with these clauses due to the following: 

During the period fran October 1, 1988 to September 30, 1990, noproject evaluation was made and no independent audit was contracted 
to review project records.
 

Criteria 

Under 	 the clauses mentioned, AME should have sbmitted its project andagreement related books and records of accounts to periodic audits in accordancewith generally accepted auditing procedures.
 

In addition, under Article 5 Section 5.1, unless agreed 
 otherwise inwriting by the parties, AME should have established a project evaluation programincluding, during implementation and once or more times 	thereafter:
 
a) 	 An evaluation of progress towards achievement of the objectives of

the project, 
b) 	 Identification of problem which 	can knxde the 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 communication of the Government of Salvadorimplementing entities of 	
El to the projectthe terms of the agreement which should have beencomplied with. 



Effect
 

g oncompliance with the clause mentioned, which could affect the project
goal.s. 

Recommendation 

Because this project was concluded on September 30, 1990, we are notincluding a recaumendation under this project. Haever, because AME is managingthe Public Services Improvement Project USAID/El Salvador Project No.519-0320,with similar objectives, we suggest that the following reco endation beinplemented for better management of the new project.
 
We suggest that for implementation of the
Project, USAID/El Salvador Project 	

Public Services Inprovement
No. 519-0320, AME prepare a program forcontracting independent audit and project evaluation services to ccply with theterms of the agreement. 

2. 	 Nonconpliance 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
 

Condition 

AME did not conply with the requirements of these project clauses as therewere no separate accounting records to control goods acquired with Project No.519-0279 funds. 

Criteria 

As provided in these clauses, AME should have kept or made sure that booksand records related to the project and the agrement were kept according togenerally accepted accounting principles and practices and in a fom suitablefor identifying unlimitedly the delivery and use of goods and services with grantfunds, as well as present quarterly reports to A.I.D. on the receipt and use ofgoods financed under the project, indicating: 

- List of comodities received during 	the quarter, their value, andaccumulated value of all products received to date.
 
- Information on the condition of the goods on arrival in 
El Salvadorand any action taken in relation to damaged or incomplete packages. 
- Brief description of use made of the goods in relation to the purpose

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

objectives. 

It should also have prepared quarterly reports on contracts financed withproject funds: 
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List of contracts in effect during the quarter, the parties involved,purpose of the contract, total cost of the contract and its duration. 
List by contract of quarterly expenditure, cumulative expenditureand total value of each contract.
 
Brief description of contractor's activities during the quarter.
 
Certification 
to the effect that each contract in force is beingused in accordance with the goal and purpose of the project. 

Cause 

Lack of communication by the Govermnent of El Salvadorimplementing entities of the terms of the agreement with which they should haveconplied with in 
to the project 

the implenentation process. 

Effect 

Noncompliance with the clauses mentioned, which could affect project goals.
Recconer~dati n 

Since this project was concluded on September 1990,a reccnendation for internal control under this project. 
we are not including

for this entity the recomendation relative 
We sugge onsidering

to this finding included in thereport of the Award Survey. 

3. Noncmrliance with requirement of Section B.5"Reports, records, inspections, audits",

inset (b) of exhibit 2
 

9ndition
 
There was no adequate control of stocks and 
use of tires acquired withfunds fran Project No. 519-0279, with letter of coinitment No.it 629, which makesdifficult to locate them and Verify their existence.
 

Criteria
 

Under Section B.5 of the agreement contract, inset (b), the entity shouldhave kept adequate records to show without any limit the receipt and use of goodsacquired with funds frm project. 

Cause 

Lack of communication by the Government of El Salvadorimplementing entities of the terms of the agreement with which 
to the project 

conplied with in they should havethe implementation process. 
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Effect
 

It was not possible to verify the use and final destination of the tiresacquired with letter of undertaking No. 629 for value of US$ 23,715. 

Recommendation 

AME should prepare the information necessary to trace the tires which have 
.not been found, in order to settle the questionable costs. 

Controls are already being kept relative to the receipt, stock and use ofgoods under the Public Services Improvement Project USAID/ElNo. 519-0320, for which reason we do Salvador Projectnot include a reccmmendation for internalcontrol under this finding. 
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PUBLIC SERVICES RES'IRATION PMJECrUSAID/EL SALVADOR PRxECr No. 519-0279 
O4ONEN1T DEMENTE BY 

AMMIIMTCiM FMR HOINi AND EWRM M 

LMS OF REOR 

Internal control 

1 and 2. Since this project was concluded on September 1990, we are notincluding a reccmmendation for internal control under thisproject. In addition, the follow on project implemented bythis entity is covered under the award survey. 
Compliance with agreement terms and applicablelaws and regnulations 

1. Because this Project was concluded on September 30, 1990,are not including a recommendation 
we 

under this project.
However, because AME is managing the Public ServicesImMPrOVent Project USAID/El Salvador Project No. 519-0320, withsimilar objectives, we suggest that the following reconmenda­tion be implemented for better management of the new project. 
We suggest that for impl ntation of the Public ServicesIMPrOVent Project, USAID/El Salvador Project No. 519-0320,AM prepare a program for contracting independent audit andproject evaluation services to cmply with the terms of the 
agreement­

2. Since this project was concluded on September 1990, we are notincluding a recommndation for internal control under thisproject. In addition, the follow on project implemented by thisentity is covered under the award survey. 
3. AM should prepare the information necessazy to trace the tireswhich have rt been found, in order to settle the questionable

costs. 

Controls are already being kept relative to the receipt, stockand use of goods under the Public Services Improvement ProjectUSAID/El Salvador Project No. 519-0320, for which reason wedo not include a recommendation for internal control under this 
fining­



I ANNEXuE OBRAS PUBLICAS 
NISTRAICON OR MAQUINAIA V MQUIPI1 

AN BAVAIND, fL. GALVAON. 0. A, 

REF. GU-AME-0420/92
 

San Salvador, 25 de septiembre de 1992
 

son1ores
 
Arthur Andersen & Cu.
 
Cludad.
 

Atn. Lic. Joz6 Alfredo Aguizre

Corresponsal en 81 Salvador
 

EstimaduB efiores:
 

En respuesta a su nota Ref. 123-AU-92, adjunto a eata nota sirvanse
 
encontrar nuestros comentarlos al Informe 
de la Auditorla del
Proyecto de Restauraci6n de Servicios Pdblicos USAID/El Salvador

Proyecto Ng 519-0279, correspondiente al componente administrado
 por A.M.E., durante el perlodo comprendido del 01 de octubre de
 
1988 al 30 de septiembre de 1990,
 

En espera de que los comentarios de esta Administracifn expresados

anteriormente, sean tomados 
en cuenta para la emisi6n del Informe
 
final, ya que de esa forma las observaciones alli presentadas
 
estar~n refleJadas de una manera m&s obJetiva.
 

Atentamente,
 

r 

W ERAL I r n. rancisco Cu~llarcrl
At 

BOULEVARD DEL- E.JERCITO NACIONAL Mmi. 8 1/2 TEL. 77-0170 



ANNEX I 
2 of 4 

COMENTARIIOS 
DP; LA ADMINISTRACION 
AL INPORMIE
AiDITORIA DE
DEL PROYECTO 
RESTAURACION7 
DEL SECTOR
PUBLICO USAID/EL SALVADOR, PROYECTO NQ 519-0279
 

1. En el numeral IV "Resultados de la Audltorla" en
p~rrafo opina, que, el 
su segundo
 

verificadu puL 
reporte contable de equipo/suministro
u5tedes, presenta equitativamente en todos los
dupectos, 
el valor de las adquisicion


ejecutado pox AME/MOP. es baJo el componente

No obstante 1o anterior, en el p~rrafo
te.cero del mismo numeral, 
en la "Hstructura de 
Control
Interinu" 
en su primer punto observan la "falta de preparaci6n
de reporLe 
euntable de equipo/suministros,;


volicitamos ellminar este punto del informe. 
por lo cual
 

La observac16n NO 
1 planteada en
Curivento" el rengl6n "Tdrminos delen el numeral IV, le correspondia a AID y 1as dembs
observaclones, como se de.cribe en 
el reporte de hallazgos en
el cumplimiento legal; se debieron a la falta de comunicaci6n
de parte del Goblerno Central a las entidades Implementadoras
del proyecto, de los tArminos del convenio que 
se debieron
cumplir en el 
proceso de su implementccl6n.
 

3. 
 El hallazgo NQ 2 de control interno. contradice lo Indicado en
el rengl61, del repuwLe 
contable de equipo/suministros,
contenido 
en eI numeral IV de la 
Carta de Transmisi6n
Reuumen contenida y
en este 
informe .!,auditorla, donde
p3antea que 
se 
zevis6 dicho documento. 
se
 

En l 
c so de que el documento verificado no era el requerido
para la revision, consideramos que 
es necezarlo definir 
la
causa contenida en su observac6n; ya que el verdadero motivo
eu que no
AME reclblO 
 la documentaci6n
pettittene pdrd e informaci6ntal efecto, asi 
como la asesoria de que esto
era una condici6ii del donante.
 

4. Pn relacin al hallazgo No 2 de control 
interno, podemos
afirmar 
que AME st posee procedimientos 
escritos para la
preparacin y uso de tarJetas de responsabilidad, custodia y
zdlvaguardla 
de blenes adquiridos, por ejemplo de
el las
herramitniLd; por lo que conslderamos que esta observaci6n no
procede.
 



ANNEX I 

3 of 4 

5. 	 En relaci6n al hallazgo NQ 1 de cumplimiento con aspectos
 
legales, regulaciones y t~rminos del convenlo; aiin cuando 1o
 
indicado en la causa es el verdadero motivo por el cual no se
 
cumplieron aigunos aspectos contenidos en los t~rminos del
 
Convenio, es importante ampliar que AME no ha contado con los
 
fondos econ6micos suficientes como para poder contratar una
 
firma auditora; adembs consideramos que esta era
 
responsabillad del Gobierno Central a trav~s de SETEFE o
 
directamento de AID.
 

6. 	 La oplni6n Indicada pot ustedes en la "causa" del hallazgo N2
 
2 es correcta; no obstante, la mayor parte de estos requisitos
 
han sido aplicados en el manejo de los fondos para la
 
eJecuci6n de lus proyectos financiados con fondos de AID en
 
moneda local, distribuldos a travs de RETEFE.
 

7. 	 En relaci6n al hallazgo NQ 3 de cumplimiento con aspectos 
legales, con5ideramos que la "causa" deberia redefinirse, ya 
que el verdadero motivo es el mismo que los contenidos en los 
hdllaz9oB 1 y 2 anteriores. 

Esta administracifn considera que la dificultad que tuvo la
 
firma de auditoria, pare la veriflcaci6n del uso y de5tino
 
final de algunas llantas adquirldas con fondos de AID, se debe
 
a que los comprobantes del uso de estas llantas no contenian
 
la especificaci6n que eran compras con fondos de AID; cuya
 
causa est4 determinada claramente en el sentido que hubo falta
 
de comunJ.caci6n de parte del Gobierno Central a esta Unidad,
 
en relaci6n a los controles que se deberian aplica pare el
 
uso y consumo de las llantas, en cumplimiento con el Convenio
 
de Donaci6n.
 

Por lo anterior, sugerimos que esta observaci6n sea
 
clasificada como un hallazgo y no como un costo cuestionable
 
atribuible a la Unidad EJecutora.
 

8. 	 En relaci6n al hallazgo NQ 1 del seguimiento a recomendaciones
 
del reporte realizado por LoUIs Berger International Inc.,
 
seria conveniente que incluyan en 4ste la "causa"; ya que en
 
reuni6n sostenida con ustedes previa a la emisi6n de este
 
informe se les explic6 que el reporte de la consultorla
 
efectuada por Louis Berger International Inc., no fue enviado
 
a esta Unidad; por la tanto, era imposible aplicar las
 
observacioies contenidas en 41.
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9. Con respecto al hallazgo NQ 
 2 del segulmiento de
 
recomendaciones del reporte realizado por Devres, Inc.,
 
expresamoa lo siguiente:
 

Actualmente la Unidad de Organlzaci6n y M~todos ha
 
preparado los procedimientos para el reclamo por dafos e

insuficiencias. Ademhs, contamos con una Unidad Jurldica
 
que es la responsable de darle seguimiento a dichos
 
rgoclamos.
 

Los archivos de inventarios asi como de repuestos en
 
existencia adquiridos a partir del afio de 1992, incluyen

la informaci6n que los identifica 
con qud fuente de
 
financlamiento fuerun comprados.
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FID_Imn FLLm UP To PRIOR YEARCUTNS 

During our audit of project 519-0279 activities managed by the Adinistra­tion for Machinery and Equipment (AME) and as part of our scope of work, weperfoned a follow up of reccmmendation included in the reportsactivities prepared by DEVRES, on AME'sInc. and Louis Berger International, Inc. Thesereccmwndations hawever, addressed activities carried out by AME519-0320; which is under projectona follow project with objectives similar to those underproject 519-0320. 

Our review status ofof the reccuuendations was to June 26, 1992 anddisclosed the following situations: 

1. Lack of implementation of certain reclmendation of 

the report by Louis Berr International, Inc.
 
Condition
 

AME has not implemented the following recommendationsLouis Berger Internal, Inc., on evaluation of contract 
in the report of 

proceedings in thebeneficiary country, made in May 1991:
 

Keep 
 up-to-date records of inventories and any other equipnentacquired under the project. These records should be reconciledperiodically with physical inventories (Reammendation No. 4). 
The result of our 
records but they 

follow up indicate that AME does have up-to-dateare not reconciled periodically with stocks asperiodic inventories are not taken. 
Require the Evaluation Cammission to prepare tables to compare thetechnical specifications of each item requested with those proposedby vendors. In addition, assign a technical expert to verify thatthe bids meet the technical specifications. 

Request and buy goods in accordance with the annual plan andestablish limits of stock in warehouse. The warehouse should reportmonthly on what goods are bellow the minimu= limit (Reconuendation
No. 8). 



ANNEX II 
2 of 3 

AME has a purchase plan but it is not 	used for the purpose, as theincome and expenditure budget of AME restricts a certain allocation,the plan was prepared on this basis of experience in consumptionduring previous years and not in coordination with an annualmaintenance and repairs plan. 
As to limits in warehouse, AME is establishing them in the normalcourse 	on the basis of the following priorities: (1) Type A spares,with high movement, (2) Type B spares, with mediu movement, and (3)Type C spares, with slow movement. 

Records of the Evaluation Ccuission and the Technical Couission,as well as correspondence with A.I. D. and suppliers, should be signedby the AME authorities and only these documents should serve asbasis of support for decisions referring to contracts (Recammdation
No. 9). 

Up date list of Vendors in the following manner (Recommendation No.
10). 

- Prepare prequaLification questionnaires and publish their availabi­lity in Ccmerce Business Daily and in the local newspaper. 
Evaluate response from vendors to questionnaires. 
Prepare a document of acceptable vendors. This document should be
signed by AME management and A.I.D. 
The inclusion of any supplier in the list of suppliers availableshould be based on an evaluation of the prequalification questionnai­re answered by vendors and be approved in writing by A.I.D. and AME. 

- The IAL should be provided only to prequalified vendors. 

R nmendation 

Since this project was concluded on September 1990, wea reccmmendation for internal are not including
control under this project. In dition, the
follow 	on project ipleented by this entity is covered under the award survey. 
2. 	 Lack of implementation of certain recommendation

of the reort bv DEVRES, Inc. 
Conditio 

._ ion
 
AME has not implemented the following 
recomendations of the report ofDevres, Inc. on evaluation of the administration system prepared in August 1991: 
- Establish procedures for follow 	 up of claims for damages andshortages (Recamindation No. 3). 
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Establish procedures for the identification and return of incorrectly
ordered goods (Reccmmendation No. 4). 
Include information relative to source of financing in the files ofinventories of spares acquired under Project No. 519-0279 (Recommend­
ation No. 5). 

Dispose of unusable equipment and spares (Recmendation No. 8). 
Provide maintenance manuals as these are not at present available 
for much of the equipment in stock (Recmmedation No. 9). 

Recoimendation 

Since this project was concluded on September 1990,a recimendation we are not includingfor internal control under this project. In addition, thefollow on project implemented by this entity is covered under the award survey. 
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REPORT DISTRIBUTION
 

U.S. Ambassador El Salvador 1 
D/USAID/El Salvador 5 
AA'LAC 2 
LAC/CEN 1 
XA/PR 1 
LEG 1 
GC 1 
AA/OPS 1 
AA/FA 1 
FA/FM 1 
POL/CDIE/DI I 
FA/MC 1 
IG 1 
AIG/A 1 
AIG/I&S 1 
D/AIG/A 1 
IG/A/PPO 2 
IG/LC 1 
IG/RM/GS 5 
IG/A/FA I 
IG/A/PSA 1 
RIG/A/EUR/W I 
RIG/A/Cairo 1 
RIG/A/Dakar 1 
RIG/A/Nairobi 1 
RIG/A/Singapore 1 
RIG/A/Vienna 1 


