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AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF THE REGIONAL INSPECTOR GENERAL 

SAN SALVADOR. EL SALVADOR 

MEMORANDUM FOR USAIDIEI Salvador DIrector, Kenneth C EllIS 

FROM RIG/A/San Salvador, Tnnothy E Cox ~! f< 
SUBJECT AudIt of Certam USAIDIEI Salvador UnlIqUIdated OblIgatIOns 

(Report No 1-519-99-001-F) 

Unit 3110 
APO AA 34023 

Telephone 298-1666 
FAX (503) 228-5459 

January 29, 1999 

Tills memorandum IS our report on the subject audIt In finahzmg the report, we consIdered your 
comments on the draft report Your comments on the draft report are mc1uded m AppendIx II 

Tills report contams one recommendatIOn for your actIOn Based on the mformatIOn provIded 
by the MIssIon, a management deCISIon has been reached on tills recommendatIOn A 
determmatIOn of final actIOn for thIS recommendatIOn WIll be made by the Office of Management 
Planmng and InnovatIon (M/MPIIMIC) when planned correctIve actIOns are completed 

I apprecIate the cooperatIOn and courtesy extended to my staff dunng the audIt 

Background 

Congress, together wIth the General Accountmg Office and the Office of Management and 
Budget, has developed statutory cntena for determmmg the vahdity of an oblIgatIOn In order 
to properly certIfy the valIdIty and appropnateness of oblIgated balances, agencIes are reqUIred 
to venfy theIr own accounts at least once each year Tills venficatIOn IS commonly referred to 
at USAID as the SectIOn 1311 reVIew or certIficatIOn, named after the sectIOn of the ongmal 
authonzmg publIc law 

Dunng a recent audIt of 45 oblIgatIOns at USAIDIEI Salvador!, It came to our attentIOn that 10 
addItIonal unlIqUIdated oblIgatIons, willIe outsIde the scope of that audIt's sample of oblIgatIOns, 
warranted reVIew by the MISSIon and could potentIally be deoblIgated These 10 oblIgatIons are 
dIscussed below 

Audit of USAIDIEI Salvador's Review and Certification of UnhqUidated Obhgatlons for Project and Non Project Assistance 
(AudIt Report No 1 519 98 003 F dated March 18 1998) 
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AudIt ObjectIve 

As part of a recent worldwIde audIt, the Office of the RegIOnal Inspector General/San Salvador 
auchted 45 USAIDIEI Salvador oblIgatIOns whIch had unlIqUIdated balances as of September 30, 
1996 Apart from the oblIgatIOns covered by that audIt, we separately addressed the follOWIng 
questIOn DId certaIn USAIDIEI Salvador oblIgatIOns as of September 10, 1997 have unnecessary 
balances that should be deobhgated? 

AppendIX I descnbes the aucht's scope and methodology 

AudIt FindIngs 

DId certam USAIDIEI Salvador oblIgatIOns as of September 10, 1997 have unnecessary 
balances that should be deobhgated? 

Of the 10 oblIgatIons WIth balances of$163,915 that were covered by the audIt, 8 oblIgatlOns had 
unnecessary balances of $151,636 that should be deoblIgated 

USAIDIEI Salvador Should Deobbgate the 
Unnecessary Balances for EIght OblIgatIOns 

GAO's Polzcy and Procedures Manual for Guzdance of Federal Agenczes and USAID' s Fznanczal 
Management Bulletzn prOVIde gUIdance for miSSlOns to deoblIgate amounts that are determmed 
to be no longer needed for the completIon of project goals or that are exceSSIve based on updated 
estImates 

We IdentIfied 10 oblIgatlOns that warranted reVIew by USAIDIEI Salvador and potentIally could 
be deoblIgated After reVIeWIng these oblIgatIOns at our request, the MISSlOn determmed that 
unlIqUIdated balances totalIng $12,279 were stIll needed and, In fact, the MISSIOn fully dIsbursed 
these balances for goods and servIces that were receIved The MISSIon determIned that 
unlIqUIdated balances totalIng $151,636 under 8 oblIgatIOns were no longer needed and should 
be deobhgated These oblIgatlOns were all related to projects that had ended In calendar year 
1995 or earlIer 

We chd not IdentIfy why these old speCIfic oblIgatIOns had not already been deoblIgated 
However, our ongmal audIt report noted that, mstead of partIally deoblIgatmg large unlIqUIdated 
balances as actIVItIes neared completlOn, the MISSIOn retaIned these balances untIl all 
admImstratIve close-out procedures were completed As a result, there were several Instances 
where clearly exceSSIve balances were retamed Our ongInal audIt report contamed a 
recommendatIOn to modIfy thIS management control procedure, and the MISSIon concurred WIth 
thIS recommendatlOn In addItIon, our ongInal audIt noted that, due to staffing shortages, contract 
close-out actIOns had not kept pace WIth current project completIOns ThIS was due to the 
completIOn of actIVItIes resultIng from a large portfolIo Increase over the first four fiscal years 
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of tins decade The MIssIon had recognIzed thIs staffing Issue and took steps to hIre addItIonal 
staff for contract close-out actIons Consequently, we had no recommendatIOn regardmg thIS 
management control Issue However, we are recommendmg that the MISSIon deobhgate the 
unneeded balances under eIght oblIgatIOns 

RecommendatIOn No 1 We recommend that USAIDIEI Salvador deobbgate 
$151,636 In unneeded balances under eight oblIgations as shown In Appendix ill 

Management Comments and Our EvaluatIOn 

USAIDIEI Salvador agreed wIth the audIt recommendatIOn and has completed deoblIgatmg 
balances totalIng $116,523 for seven of the eIght oblIgatIOns Based on USAID/EI Salvador's 
response, a management declSlon has been reached for the one report recommendatIon 
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SCOPE AND 
METHODOLOGY 

AppendIx I 
Page 1 of 1 

Thls audIt was perfonned m conjunctIon wIth another worldWide audIt wmch covered 45 
USAIDIEI Salvador oblIgatIOns ThIS audIt covered 10 oblIgatIons whlch were outsIde the ongmal 
audIt sample 

The audIt was perfonned m accordance wIth generally accepted government audItIng standards 
except that we dId not reVIew comphance WIth applIcable laws and regulatIOns SpecIfically, we 
dId not reVIew (1) each obhgatIOn to detennme If It was vahd m accordance With prOVISIOns of 
31 Uruted States Code 1501(a) or related decIsIons of the U S General Accountmg Office nor 
(2) the unlIqUIdated balance of each oblIgatIOn to detennme whether, as of September 10, 1997, 
the balance was needed, m full or m part, to cover antIcIpated expenses for reasonable future 
penods and, as such, the excess funds could be deobhgated 

As part of the audIt steps of the ongmal worldWIde audIt, we venfied the MISSIon's umverse of 
unlIqUIdated oblIgatIOns by mtervIewmg appropnate MIssIon staff about theIr methodology m 
prepanng the lIst of oblIgatIOns and, addItIOnally, reconcIlmg the lIst to other MISSIon reports 

From USAIDIEI Salvador accountmg records for project and non-project aSSIstance, we IdentIfied 
10 oblIgatIons (from a umverse of 220) related to projects that had ended m calendar year 1995 
or earlIer as follows We first IdentIfied those oblIgatIons With both an unlIqUIdated balance and 
a project aSSIstance completIOn date from calendar year 1995 or earlIer From thIS lIst, we 
Identified rune oblIgatIOns We also Identified an addItional tenth oblIgatIOn (outSIde the sample 
of the ongmal audIt) that pertamed to an expIred contract (pnor to the end of calendar year 1995) 
for whlch other unlIqUIdated balances were also found from our ongmal audIt to reqUIre 
deoblIgatIOn 

At our request, the MISSIOn revIewed each oblIgatIOn to see If It was stIll needed We dId not 
mdependently venfy the MISSIOn's analYSIS because 100 percent of the unlIqUIdated balances 
under these oblIgatIOns were eIther dIsbursed by the MISSIon or IdentIfied by the MISSIOn as 
unnecessary balances that should be deobhgated 
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TO 

FROM 

SUBJECT 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

UNITED STATES OF AMERICA A I D 
MISSION TO EL SALVADOR 

Clo AMERICAN EMBASSY 
SAN SALVADOR EL SALVADOR C A 

January 27, 1999 

T~mothy E Cox, RIG/AjSS ~~~ 

Kenneth C Elhs, Duect0:fl-;~ 

Aud~t of Certa1n USAID/El Salvador 
Unl~qu1da~ed Ob11gat10ns 

Appendix IT 
Page 1 of 1 

USAID/El Salvador concurs w1th the f1nd1ng of th1s aud~t that the 
balances of e1ght obl~gat10ns tota11ng $151,636 should be 
appropr~ately deobl~gated The M1SS1on has done so 1n regard to 
seven of these obl~gat1ons tota11ng $116,523 

Wh11e the rema~n~ng $35,113 appear to be excess to the purpose 
for wh1ch they were ob11gated, the funds represent the 
un11qu~dated obl~gat10n of a contract 1ssued by USAIDjW To 
ensure that funds are ava1lable to pay any f1nal cla~ms under 
th1s contract, the rema1n1ng balance can not be deob11gated unt~l 
the Off~ce of Procurement has taken act10n to close the contract 
and formally not1f~ed the M~SS10n that funds can be deob11gated 
USAIDjEl Salvador w1ll cont~nue to seek th~s not1f1cat~on from 
the Off1ce of Procurement 

As noted 1n the aud1t report, the f1nd1ng of th1s aud1t resulted 
from extens10n of aud1t work beyond the parameters of a related 
aud1t The M~SS10n apprec1ates the add1t10nal effort on the part 
of your off1ce to ~dent~fy and br~ng these matters to our 
attent10n for appropr~ate act~on 
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Appendix III 
Page 1 of 1 

UnlIqUidated OblIgatIOns as of September 10, 1997 
Relatmg to Projects Endmg m Calendar Year 1995 or EarlIer 

UnlIqmdated Amount Recommended for 
OblIgatIon Number Amount as of Subsequently DeoblIgatIon 

September 1O, Disbursed 
1997 

CA-5190327A00757504 - L900006 $1,607 $1,607 $0 

CA-5190346A00759900 - XI01555 $26,495 $26,495 

CA-5190346A00759900 - X201812 $63,669 $63,669 

CA-5190373A00039600 - LOOO086 $2,606 $2,606 $0 

CA-5190375A00018200 - SOOOOB $201 $201 

CA-5190391A00320400 - L300434 $491 $491 

CA-5190395A00208000 - T200810 $19,841 $19,841 

CA-5190400A00211400 - R200459 $12,263 $8,066 $4,197 

CO-519-0 178-C-00213 800 - S300723 $1,629 $1,629 

LAG-4084C00204300 - S401220 $35,113 $35,113 

1 Total 1 $163,915 1 $12,279 1 $151,636 1 


