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C3!1iJECT: Auct i t Report No. 1 - 5 2  9-89-24-N, "Audit of t h e  FyE' Joyrnent 
Genera t ion and Rl:bble Removal Component of t h e  E l  Salvaldos 
Ear t  hauake  Recoven: Frog rami" 

T h i s  report p r e s e n t s  t h e  r e s u l t s  of a non-Federal  f i n a n c i a l  and 
c o m p 1 i a n c ~  a u d i t  of t h e  EmpIovment Genera t ion  and Rubble Removal 
Component of the  E l  S a l v a d o r  Ear thquake Recoven.  Program, USAID/E1 
Sa1 varlor P r o j e c t  No. 51 9-0331, admi ni s t e r e d  bv t h e  N i n i s t r v  of P I a ~ n i n g ~  s 
(:fIPLR":) Technica I S e c r e t a r i a t  f o r  F o r e i g n  Financing (SEEFE) a d  
s lp~rvised  and c o o r d i n a t e d  hv t h e  M e t r o p o l i t a n  Emergency R e c o n s t r u c t i o n  
Committee ICREFI). T h i s  i s  p a r t  of t h e  Off ice of t h e  I n s p e c t o r  G e n e r a l ' s  
r e a t i r e m e n t  t o  p r o v i d e  t o  t h e  Congress ional  Committees on A p p r o p r i a t i o n s  
a c ! ~ t a i l a d  f i n a n c i a l  a u d i t  of t h e  Earthaualce Reccsverv Program, i n  
accordance w i t h  t h e  omnibus Continuing R e s o l u t i o n  f o r  f i s c a l  year 1988. 
The cer t i f ied  p u b l i c  account,inp firm of  P r i c e  Waterhouse p repared  t h e  
r ~ r o r t ,  t h i c h  i s  d a t e d  J a n u a m  1 2 ,  1989. 

The p11rpose of t h i s  a u d i t  was t o  r e p o r t  on  ( 1 )  t h e  f a i r n e s s  of t h e  fund 
a c c o u n t a h i l i t v  s t a tement  of t h e  Program f o r  t h e  p e r i o d  November 24, 1986 
t o  Januarv  20, 1988; (22  t h e  system of i n t e r n a l  c o n t r o l ,  i n c l u d i n g  
pmcureirrent p r a c t i c e s :  and ( 3)  compliance w i t h  app1ic;:hile f aws, 
rcetlt a t  ions ,  and agreement terms. 

I n  the opi ni on of P r i c e  Waterhouse, t h e  fund  accormtabi  1 i tv  s ta terncnt  
nresents Fai r-lv the  c o s t s  i n c u r r e d ,  except f o r  $5,809 i n  mestionable 
cos t s  r e l a t ed  t o  s a l a r i e s  p a i d  i n  e x c e s s  of t h e  approved budget .  Price 
h'at~rftousc" s s t l ~ d v  and e v a l u a t i o n  of  i n t e r n a l  accoun t ing  control revea led  
t h e  following weaknesses: (1)  inadequa te  s u p e s v i s i o n  of the accoun t ing  
process, 2 inadecnrate pavro11 pavment procedures, and ( 3 )  l a c k  OF 
sepa ra t e  hank a c c o u n t s  f o r  p r o p e r  c o n t r o l  of Program Eunds. In  t h e  
opi " ion  of P r i ce  Ga te rhouse ,  t h e r e  was compliance w i t h  applicable l aws ,  
r ~ g u f a t i o ~ ~ s ,  and agreement terns, excep t  f o r  s a l a r i e s  i n  t h e  amount of 
$5.86$ p a i d  i n  ~ x c e s s  of tru4geted arnormts w i t h o u t  p r io r  approm1. 
Vothirrp came t o  the i r  a t t e n t i o n  t o  i n d i c a t e  non-compliance w i t h  items norz 
t ~ s r e d .  
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SUBJECT: Audit Report No. 1-519-89-24-N, "Audit
Genf'ration and Rubhle Removal Component
Earthauake Recovery Program"

of the Fsp loyment
of the El Sa 1vador

Thi s report presents the results of a non-Federal financial and
compliance audit of the Employment Generation and Rubble Removal
Component of the El Sal vador Earthquake Recovenr Program, USAID!EI
S.11vador Project No. 519-0331, administered bv the Ministry of Planning's
OHPI..A~) Technica 1 Secreta ri at for Foreign Finanei ng (SETEFE) and
sllpervi sed and coord i nated hv the Met ropol i tan Emergency Reconstruction
Committee (CREM). This is part of the Office of the Inspector General's
reaul rpment to provide to the Congressional Committees on Appropriations
a detai led financial audit of the Earthauake Recovery Program, in
accordance wi th the omni bus Cont i nuing Resolution for fiscal year 1988.
ThE' certified public account:ing firm of Price Waterhouse prepared the
report, which is dated Januarv 12, 1989.

The purpose of this audit was to report on (1) the fairness of the fund
accountahi 1i tv statement of the Program for the period November 24, 1986
to Januarv 20, 1988; (2) the system of internal control, including
procurement practices; and (3) compliance with applicahle laws,
rf',ilulations, and agreement terms.

In the opinion of Price Waterhouse, the fund accountability statemF:nt
Dn"sents fairlY the costs incurred, except for $5,869 in auestionable
costs related to salaries paid in excess of the approved budget. Price
Waterhouse's study and evaluation of internal accounting control revealed
the following weaknesses: (1) inadequate supervision of the accounting
p roces s, (Z) i nadeauatf' payroll pavment procedure s, and (3) lack of
sepa ra te bank account s for proper cont rol of Program funds. In the
opinion of Price Waterhouse, there was compliance with applicahle laws,
regulatio.Js, and agreement terns, eXCf~pt for salaries in the amount of
$5,869 paid in excess of budgeted amounts without prior approval.
Nothing came to their attention to indicate non-compliance with items not
tested.



T'P ?rice% h a t c r l t o t ~ s i ~  rpport c o n t a i n s  f o u r  recommendations t o  improve 
i i > i c r n * + l  t-onr ro1 s and cornpfi ancc. S i n c e  t h e  M e r r o p o t i t a n  Encrglpncv 
?~ec( -~ :15 tn1c t10n  Committee (GREM) j s  no l o n g e r  i n  e x i s t e n c e ,  the  
rrco!nmrndations cannot he applied snecificallv t o  t h a t  o r p a n i z a t i o n .  
i b w v r r ,  WFJ b e l i e v r  t h a t  t h e  recommendations a re  a p p l i c a b l e  t o  MIPLtZlV and 
CETITF i n  regarLi t o  t h e i r  r e l a t i o n s h i p s  w i t h  t h e  iml:lemenl:ing 
i n s t  i t r j t i o n s  invn lv rd  in t h e  f o l  low-on n o n - c r d i t  a c t i v i t i e s  of t h e  
Earth4k~ak.e R e c o n s t n l c t  ion P r o i ~ c t .  As a result, t h e  foliowing 
r~commenifa t ion  w i l l  be i n c l l ~ d ~ d  i n  t h e  Off ice of t h e  I n s p e c t o r  G e n e r a l ' s  
.+uf i t  recowinendat i on Fctl  low-rrp system: 

Rccnnmendat i o n  No. .- I 

i i .  ' i 5 5 t i r ~  t h a t  t h c  rf-cc,mrnenc!ations on i n t e r n a l  c o n t r o l  and compl iance  
c o n t a i n e d  i n  rhe P r i c e  k 'aterhouse r e p o r t  are implemented i n  r e l a t i o n  
t o  the non-credi  t a c t i v i t i e s  of t h e  f 0 1  low-on Ear thouake 
F : ~ c n n . ; t r ~ r c ~ i o n  P r o j e c t ;  and 

3. negntiare a s e t t ' l w e n t  conc~ rn ing :  t h e  d i s p o s i t i o n  of t h e  $5,869 i n  
c o s t s  m e s t i o n e d  bt. t h e  P r i c e  Waterhouse r e p o r t  d a t e d  J a n u a r y  1 2 ,  
7 089. 

P l e a s e  a d v i  SP t h i ~  o f f  i c e  w i t h i n  30 davs of a c t i o n s  p lanned  or  t a k e n  to 
I rrplernent t b i  s r~commendat  ion .  

PH' Price \~aterhous(~ report contains four recommendations to improve
\ntf'rnal controls and compliance. Since tbe t.1etropolitan EmergencY
!~pcnnstmctjon Committee (CREM) is no longer in existence, the
recommendations cannot he applied specifically to that organi zation.
Ilowe ve r, WP be 1i e VI" t ha t t he recommend at ions are app 1ica blet 0 MIPLAt"ll and
SETEFE in regarli to thei r relationships \vith the irnrJementing
institutions involved in the fo]Jow-on non-credit activities of the
EClrthquake Reconstmction Proiect. As a result, the following
recommencl at i on wi 11 be inc 1uded in the Off ice of the Inspector Genera I! S

audit rec0mmendation follow-up system:

Recommenrlat i on No. 1

\\p recommend that USAID/Il Salvador:

d. ·'issur'" that the rr~commendations on internal control and compliance
cantai ned in thp Price Waterhouse report a re implemented in reI at ion
to the non-cred i tact i vi ties of the follow-on Earthquake
F;econst ruction Project; and

h. neg0tiatf' a settlAment concf'rning the d-isposition of the $5,869 in
costs ouest i oned bvthe Price Waterhouse report dated Janua rv 12,
1989.

Please ad vi se t hi s off ice wi t hi n 30 davs of act ions planned or taken to
implement this recommendation.
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~ January 12, 1989 

Mr. Coinage N. G o t n n r d  
Regional Inspector 
G e n e r a l  for Audit 
U. S. Acjency f o r  
I n t e r n d t  ional Development 
TequcJydlpa, H o n d u r a s  

~ Dear Mr. Gothard: 

This report presents the results of our financial and compliznce 
audit of the fund accountability statement for t h e  period 
November 2 4 ,  1386 to January 20, 1988, of the Employment 
Generation a n d  Rubble Removal component of the El Salvador 
Earthquake Recovery Program, USAID/El Salvador Project No. 
519-0331, signed on November 21, 1986 by the Government of El 
Salvador (GOES) and the United States Agency for International 
Development in El Salvador ( U S A I D / E l  Salvador). 

Employment Generation and Rubble Removal is one of the four 
components comprising the US$50,000,000 El Salvador Earthquake 
Recovery Program, USAID/El Salvador Project No. 519-0331, 
administered by the Ministry of Planning and Coordination of 
Economic and Social Development (Ministerio de Planificacion 'y 
Coordinacion del Desarrollo Economico y Social - M I P L A N )  through 
its Technical Secretariat for External Financing (Secretaria 
Tecnica del   in an cia mien to Externo - SETEFE). This component had 
a budgeted amount of US$2,186,338 ($?10,931,690), and was 
supervised and coordinated by the Metropolitan Emergency 
~econstruction Conheittee ( C o m i t e  de Reconstruccion de Emergencia 
~etropolitana -CREM). The supervision and physical execution of 
works were the responsibility of the Municipality of San Salvador 
in liason with other municipalities comprising the metropolitan 
area of San Salvador, and the Ministry of Public Works --  - - 
(Ministerio de Obras Ptiblica - MOP). 

The funds for the activities of the program were prcv2-?ed by 
U S A I D / E 1  Salvador to SETEFE and from SETEFE to the CREI.:, which 
w a s  the entity responsible f n r  administering all financial 
r e s o u r c e s  and inventories. MIPLAN, including SETEFE and CREM are 
l e g a l l y  entitled to conduct the program's operations. 

I 

Price fJalerhouse

January 12, 1989

Mr. Coinage N. Gotnard
Regional Inspector
General for Audit
U. S. Agency for
International Development
Tegucigalpa, Honduras

Dear Mr. Gothard:

This report presents the results of our financial and compliance
audit of the fund accountability statement for the period
November 24, 1986 to January 20, 1988, of the Employment
Generation and Rubble Removal component of the El Salvador
Earthquake Recovery Program, USAIDjEl Salvador Project No.
519-0331, signed on November 21, 1986 by the Government of El
Salvador (GOES) and the united states Agency for International
Development in £1 Salvador (USAIDjEl salvador).

BJl._CKGROUND

Employment Generation and Rubble Removal is one of the four
components comprising the US$50, 000 f 000 El Salvador Earthquake
Recovery Program, USAIDjEl Salvador project No. 519-0331,
administered by the Ministry of Planning and Coordination of
Economic and Social Development (Ministerio de Planificacion y
Coordinaci6n del Desarrollo Econ6mico y Social - MIPLAN) through
its Technical Secretariat for External Financing (Secretaria
Tecnica del Financiamiento Externo - SETEFE). This component had
a bUdgeted amount of US$2,186,338 (~10f931,690), and was
supervised and coordinated by the Metropolitan Emergency
ReconstructionCom~ittee (Comit~ de Reconstrucci6n de Emergencia
Metropolitana -CREM). The supervision and physical execution of
works were the responsibility of the Municipality of San Salvador
in liason with other municipalities comprising the metropolitan
area of San Salvador, and the Ministry of Public Works
(Ministerio de Obras Publica - MOP).

The funds for the activities of the program were prov i_ded by
USAIDjEl Salvador to SETEFE and from SETEFE to the CRE~f which
was the entity responsible for administering all fi~ancial

resources and inventories. MIPLAN, including SETEFE and CREH an:~

legally entitled to conduct the program's operations.
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The specific objectives of this component were to employ 2 0 , 0 G O  
persons in the regions damaged by the earthquake of October 2 8 ,  
1986 to remove rubble to areas adjacent to streets. Picks, 
shovels, wheelbarrows and related tools necessary for thiz work 
were purchased; trucks and loaders were rented to the HOP and 
paid for on a per unit basis, 

AUDIT OBJECTIVES AND SCOPE: 

We were engaged to perfom a financial and compliance audit of 
the fund accountability statement of the Employment Generation 
and Rubble Removal component under the El Salvador Earthquake 
Recovery Program, USAIB/El Salvador Project No. 519-0331, 
conducted by the GOES through the CREM for the period from 
November 24, 1986 to January 20, 1988. 

Before our appointment as auditors, we were engaged by U S A I D / E 1  
Salvador to supervise and monitor the program" simpfernentation 
activities during t h e  period from December 15, 1986 to January 
2 0 ,  1988, performing the following procedures: 

1, review payroll and procurement procedures adopted by i EM; 

2. review documentation supporting payroll payments and perform 
en-site inspections of payroll payments; and 

3 .  review procurement transactions and distribution procedures 
related with hand tools. 

Our worK was perfumed in accordance with generally accepted 
auditing standards and the united States CornptrolPer Genera18s 
"Standards for Audit of Governmental Organizations, Prx j rams  , 
A c t i v i t i e s ,  and f u n c t i o n s g B  (1983. Revision) and accordingly 
included s u c h  tests as we considered necessary in the 
circumstances. The a u d i t  ob jec t ives  and scope were to: 

1. Review salary charges to determine whether: (1) salary rates 
were in accordance with those approved by U S A I D / E l  Salvador; 
(2) salary rates fcr  consultants and management officers were 
equal to or less than those for an FS-1 A.I.D. employee and 
were reasonable for that position in El Salvador; ( 3 )  salaries 
were sripported by appropriate time controls and attendance 
records; and (4) overtime charged to the program was allowable 
under the terms of the agreement. 

2. Conduct sample testing of salaries paid including on-site 
o b s e r v a t i o n s  of payroll payments, when considered appropriate, 

3 .  Conduct selective examillation of the documentation supporting 
the procedures used to hire employees and whether the " E q u a l  
Opportunity P o l i c y g i ,  as described in USAID manuals, was used. 

4 .  D e t e r m i n e  whether appropriate and competitive procurement 
procedures were used to purchase the tools and t~ procure the 
services from third parties, when appropriate. 

The specific objectives of this component were to employ 20,000
persons in the regions damaged by the earthquake of October 10,
1986 to remove rubble to areas adjacent to streets. Picks,
shovels, wheelbarrows and related tools necessary for tht::! work
were purchased; trucks and loaders were rented to the MOP and
paid for on a per unit basis.

AUDIT OBJECTIVES AND SCOPE:

We were engaged to perform a financial and compliance audit of
the fund accountabil i ty statement of the Employment Generat- ion
and Rubble Removal component under the El Salvador Earthquake
Recovery Program, USAID/El Salvador Project No. 519-0331 1

conducted by the GOES through the CREM for the period from
November 24, 1986 to January 20, 1988.

Before our appointment as auditors, we were engaged by USAID/El
Salvador to supervise and monitor the program's implementation
activities during the period from December 15 1 1986 to January
20, 1988, performing the following procedures:

1. reVlew payroll and procurement procedures adopted by l EM;

2. review documentation supporting payroll payments and perform
on-site inspections of payroll payments; and

3. reVle'", procurement transactions and distribution procedures
related with hand tools.

Our worK was perfomed In accordance with generally accepted
auditing standards and the united states Comptroller General's
"Standards for Audit of Governmental organizations, Programs,
Activities, and Functions" (1981 Revision) and accordingly
included such tests as we considered necessary in the
circumstances. The audit objectives and scope were to:

1. Review salary charges to determine whether: (1) salary rates
were in accordance with those approved by USAIDjEl Salvador;
(2) salary rates for consultants and management officers were
equal to or less than those for an FS-1 A. I. D. employee and
were reasonable for that position in El Salvador; (3) salaries
were supported by appropriate time controls and attendance
records; and (4) overtime charged to the program was allowable
under the terms of the agreement.

2. Conduct sample testing of salaries paid including on-site
observations of payroll payments, when considered appropriate.

3. Conduct selective examination of the documentation supporting
the procedures used to hire employees and whether the "Equal
Opportunity Policy", as described in USAID manuals, was used.

4. Determine whether appropriate and competitive procurement
procedures were used to purchase the tools and to procure the
services from third parties, when appropriate.
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5. Review inventories of tools including their condition, 
location and planned use. 

We were also alert to situations or transactions that could be 
indicative of fraud, abuse dnd illegal expenditures or acts. 

During our work we conslaerea the following items in order to 
meet the audlt objectives: 

Salaries and waqes - We performed specific tests to validate 
that the work carried out during the monitoring phase was 
sufficient to ascertain that salary rates were in accordance 
~ r - i t ~ t  those approved ~y G S A I D / E l  Salvador, and through the cn- 
site Llbservations or p a y r o l l  payments, that they were actually 
paid to persons working for the component, In addition, as 
part of the i l u d i t ,  w'e c a r r i e d  out selective examination of 
documentation supportinq the procedures to prepare and pay the 
administrat~ve payrolls and to ascertain that payments were 
reasonable and exclusively for services rendered by ernplqees 
assigned to the component. 

2. Tools - We reviewed the monitoring working papers related with 
proc~?-rement. d ~ s ~ r i b u t s o n  and usage of tools to assess the 
adequacy of the m o n l t o r l n c ;  procedures carried out during the 
period ~f rubble remc;vcii. During the audit, we also performed 
addit iona 1 se  lecc i v e  tests of documentation supporting 
procure~znt of tools ti. ~ o r ~ f i r z  their receipt and subsequent 
distribution to the rnunzcipalities. 

RESULTS OF A I J D I T  

Fund accountability statement 

Based in the work per torned  as summarized above, we are of the 
opinion that coscs inc t i r r ec i  f o r  the Employment  ene era ti on and 
Rubble Removal zomponent are allowable, allocable and reasonable 
for U S A I D / E I  S a ?  vadr\r DCi r-poses . Nevertheless, we idertif ied 
certain t ra r rsdcr .  ? . , r i >  4:ilcturii 1 ~ i c z  CL. ~ = ; $ 5 , 8 6 9  as described in N ~ t e  5 
to the fund accountdot1 r r y  statement that, in our opinion, are 
ques2ionable costs, 

At the date of this r e -  SETEFE had presented to USAID/EP 
Salvador l iquraa-c lor - :  requests ror US$2,019,602 for which USAIDJE1 
Salvador had r : o T  s<.l,c ' * ' "5 3c;cepCance. The remaining balance 
of US$166,736 :s sti,i perlabrly requests for liquidation. 

Internal Accountinq Contro-i 
and Procurement Practices 

During the monltorlna phase qf our work, we reviewed and 
evaluated t n t  L n f  c = i - i i a ;  - ~ u \ , \ ~ c : i  r :IS ~~;ntrol and procurement systems 
for adrninisterlnq rhe Jpera~lons or the Employment GenerEi t im and 

5. Review inventories of tools
location and planned use.

including their condition,

We were also alert to situations or transactions that could be
indicative of fraud, abuse and illegal expenditures or acts.

During our work we considered the following items in order to
meet the audit objectives:

1. Salaries and wages - We performed specific tests to validate
that the work carried out during the monitoring phase was
sufficient to ascertain that salary rates were in accordance
i,·;:i t.:-I those app.J:-oved by USAID/El Salvador, and through the on­
site ~bservations of payroll payments, that they were actually
paid to persons working for the component. In additi,on, as
part of the audit, 'we carried out selective examination of
documentation supporting the procedures to prepare and pay the
administrative payrolls and to ascertain that payments were
reasonable and exclusively for services rendered by empl~yees

assigned to the component.

2. Tools - We reviewed the monitoring working papers related with
procl.1"::-ement, discributlon and usage of tools to assess the
adequacy of the monItorIng procedures carried out during the
period of rubble removal. During the aUdit, we also performed
additional selective tests of documentation supporting
procurement of tools conf inn their receipt and SUbsequent
distribution to the munIcipalities.

RESULTS OF A"lJDIT

Fund accountability statement

Based in the work performed as summarized above, we are ·ofthe
opinion ~hat costs incurred for the Employment Generation and
Rubble Removal component are allowable, allocable and reasonable
for USAIDjEl Salvador purposes. Nevertheless, we identified
certain transaCl.1UilS ,.jlllUUllr LllqCO US$5,869 as described in Note :5
to the fund accountabi 1 ixy statement that, in our opinion, are
questionable cos~s.

At the date of this report:.
Salvador liqulda~ion ceguests
Salvador had not cc eci +, n" ]
of US$16£,736 IS stl~~ penQIng

Internal Accounting Control
and Procurement Practices

SETEFE had presented to USAID/El
tor US$2,019,602 for which USAID/El
acceptance. The remaining balance
requests for liquidation.

During the monit'.orinq phase of our work, we reviewed and
evaluated the Int~cnal ac~ounLlng control and procurement systems
for administering the operatIons ot the Employment Generation and
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Rubble Removal component established by MIPLAN through SETEFE and 
supervised by the CREM. CREMIS significant interfial accounting 
controls related to the program were as follows: 

1. Management system. 

2. Accounting system, including receipts and disbursements. 

3. Procedures for selecting, hiring and controlling employees and 
payroll preparation and payments. 

4. Procurement procedures and inventory controls. 

Because the control structure prevailing during the component 
activities was no longer in effect at the date of our work, our 
study and evaluation of CREMis significant internal accounting 
control and procurement systems during the audit w a s  limited to a 
preliminary review to obtain an understanding of the control 
environment and the flow a f  zransactions through the accounting 
system. We performed substantive tests and did not become aware 
of any weaknesses in the systems which would be material to the 
fund accountability statement, However, our evaluation revealed 
the following internal accounting control weaknesses: 

1. Lack of adequate supervision of the accounting process. 

2. Inadequate payroll payment procedures. 

3. Lack of separate controls over program funds. 

~ompliance with Agreement Terms 
and A~plicable Laws and Regulations 

During our review we performed specific tests to e #valuate SETEFE 
and CREMfs compliance with agreement terms and applicable laws 
and regulations. We are of the opinion that items tested were in 
compliance with agreement terms and applicable laws and 
regulations, except fox salaries of $5,869 paid in excess of 
budgeted amounts without prior approval- Also, nothing came to 
our attention that caused us to believe that untested items were 
not in compliance with agreement terms and applicable laws and 
regulations. 

U. S . AGENCY FOR INTERNATIONAL DEVELOPMEKT 
MISSION TO EL SALVADOR COMMENTS 

A draft of this report was submitted to the USAID mission tc El 
Salvador for its written comments thereon, if any. At the date 
of this report the misslon did not offer any comment on the 
d d i f t .  

Rubble Removal component established by MIPLAN through SETEFE and
supervised by the CREM. CREM I s significant internal accounting
controls related to the program were as follows:

1. Management system.

2. Accounting system, including receipts and disbursements.

3. Procedures for selecting, hiring and controlling employees and
payroll preparation and payments.

4. Procurement procedures and inventory controls.

Because the control structure prevailing during the component
activities was no longer in effect at the date of our work, our
study and evaluation of CREM I s significant internal accounting
control and procurement systems during the audit was limited to a
preliminary review to obtain an understanding of the control
environment and the flovJ of transactions through the accounting
system. We performed substantive tests and did not become aware
of any weaknesses in the systems which would be material to the
fund accountability statement. However, our evaluation revealed
the following internal accounting control weaknesses:

1. Lack of adequate supervision of the accounting process.

2. Inadequate payroll payment procedures.

3. Lack of separate controls over program funds.

Compliance with Agreement Terms
and Applicable Laws and Regulations

During our review we performed specific tests to evaluate SETEFE
and CREM' s compl iancewi th agreement terms and applicable laws
and regulations. We are of the opinion that items tested ';.;ere in
compl iance wi th agreement terms and applicable la\olS and
regulations, except for salaries of $5,869 paid in excess of
budgeted amounts without prlor approval. Also, nothing came to
our attention that caused us to believe that untested items were
not in compliance with agreement terms and applicable laws and
regulations.

U. S. AGENCY FOR INTERNATIONAL DEVELOPMENT
MISSION TO EL SALVADOR COMMENTS

***

A draft of this report was submitted to the USAID mission to E1
Salvador for its written comments thereon, if any. At the date
of . this report the misslon did not offer any comment on the
d~f1t. ,

YI\~~~) .
V t , Vl-1/yt"<z-",,C
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EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT 

OF THE FUND ACCOUNTABILITY STATEMENT 

EL SALVADOR EARTHOUAKE RECOVERY PROGRAM 

U S A I D / E L  SALVADOR PROJECT NO. 519-0331 

AUDITOR'S OPINION 

We have performed a financial and compliance audit of the fund 
accountability statement of the Employment  ene era ti on and Rubble 
Removal component of the El Salvador Earthquake Recovery Program, 
USAIQ/El Salvador Project No. 519-0331. for the period from 
November 24, 1986 to January 20, 1988. Our examination was 
performed in accordance with generally accepted auditing 
standazds and the united States Comptroller General's "Standards 
for Audit of Governmental organizations, Programs, Activities, 
and ~unctions@' (1981 ~evision) and accordingly inciilded slrh 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, except for identified questimable ccsts of 
$5,869 as described in Note 5, the fund accountability statement 
of the Employment Generation and Rubble Removal component of the 
El Salvador Earthquake Recovery Program, USAID/E1 Salvador 
Project No. 519-0331,  presents Eairly the costs incurred in the 

with the agreement terms and applicable 

Price 1J;Uterhouse

Ei Salvaaor, \,;.1',.

•
EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT

OF THE FUND ACCOUNTABILITY STATEMENT

EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAID/EL SALVADOR PROJECT No. 519-0331

AUDITOR'S OPINION

We have performed a financial and compliance audit of the fund
accountability statement of the Employment Generation and Rubble
Removal component of the El Salvador Earthquake Recovery Program,
USAIDjEl Salvador Project No. 519-0331, for the period from
November 24, 1986 to January 20, 1988. Our examination was
performed in accordance with generally accepted auditing
standards and the united states Comptroller General's "Standards
for Audit of Governmental Organizations, Programs, Activities,
and Functions" (1981 Revision) and accordingly included such
tests of the accounting records and such other aUditing
procedures as we considered necessary in the circumstances.

In our opinion, except for identified questionable ccsts of
$5,869 as described in Note 5, the fund accountability statement
of the Employment Generation and Rubble Removal component of the
El Salvador Earthquake Recovery Program, USAID/El 3alvador
Project No. 519-0331, presents fairly the costs incurred in the
cpmponent In accordance with the agreement terms and applicable

lr~o/ an/,! gjlaLtions.

f~/~!~~ C>7'~<
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EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT 

OF THE EL SALVADOR EARTHOUAKE RECOVERY PROGRAM 

USAID/EL SALVADOR PROJECT NO. 519-0331 

FUND ACCOUNTABILITY STATEMENT 

FOR THE PERIOD NOVEMBER 24, i986 TO JANUARY 2 0 .  1988 
(expressed in U.S. dollars - Note 2) 

Salaries and wages: 

Municipalities (Note 3) 

Ministry of Public Works 

National Directoriate of Roads 

Administration and supervision 

Total salaries and wages 

Tools and other supplies 
(Note 4) 

Fuel and spare p a r t s  

Services and other 

Total costs incurred 

Funds not disbursed by SETEFE 

Budgeted amount 

Costs Question- 
incurred able costs 

(Note 5) 

$1,800,066 $5,869 

EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT

OF THE EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAID/EL SALVADOR PROJECT No. 519-0331

FUND ACCOUNTABILITY STATEMENT

FOR THE PERIOD NOVEMBER 24, 1986 TO JANUARY 20, 1988
(expressed in U.s. dollars - Note 2)

Salaries and wages:

Municipalities (Note 3)

Ministry of Public Works

National Directoriate of Roads

Administration and supervision

Total salaries and wages

Tools and other supplies
(Note 4)

Fuel and spare parts

Services and other

Total costs incurred

Funds not disbursed by SETEFE

Budgeted amount

6

Costs
incurred

$1,800,066

23,432

70,668

16,849

1,911,015

191,332

46,145

28,526

2,177,018

9,320

52,186,338

Question­
able costs

(Note 5)

$5,869

$5,869



EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT 

O F  THE E L  SALVADOR EARTHQUAKE RECOVERY PROGRAM 

U S A I D / E L  SALVADOR P R O J E C T  NO. 519-0331 

NOTES T O  THE FUND ACCOUNTABILITY STATEMENT 

FOR THE P E R I O D  NOVEMBER 2 4 ,  1986 TO JANUARY 2 0 ,  1988 

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY 
O F  ACCOUNTING P O L I C I E S  

The purpose of the Employment Generation arid Rubble Removal 
component was to employ persons living in the zones desvastated 
by the October 10, 1986 earthquake to remove the rubblc to areas 
adjacent to streets. Picks, shovels, wheelbarrows and related 
tools necessary for the work were provided and trucks and loaders 
for the removal and transportation of rubble were rented to the 
Ministry of Public Works (Ministerio de Obras Publicas - MOP). 
The significant accounting practices and policies followed by 
MIPLAN and S E T E F E  to comply with the component's purpose do not 
necessarily reflect the application of accounting principles 
generally accepted in the United States of America. Income and 
assets are recognized when received, rather than when earned and 
expenditures are recognized when paib, rather than when the 
obligation is incurred. 

NOTE 2 - EXCHANGE AND EXC?V!GE CONTROL REGULATION 

The legal currency of the country is the Colon represented by the 
symbol $?. Since January 2 2 ,  1986. the official rate of exchange 
is 9 5 - 0 0  to US$P.OO. The accompanying fund accountability 
statement has beep translated into U S  Dollars using t h i s  rate of 
exchange. 

NOTE 3 - S A L A R I E S  AND WAGES - -  

Salaries and wages paid by different municipalities in connection 
with the component are summarized as follows: 

Municipality 

San Salvauor  
Ciudad Delgado 
Antiguo Cuscatlan 
Soyapango 
Ilopango 
Cuscatancingo 
Ayutuxtepeque  
Me j icanos 
San Mascos 

EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT

OF THE EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAID/EL SALVADOR PROJECT No. 519-0331

NOTES TO THE FUND ACCOUNTABILITY STATEMENT

FOR THE PERIOD NOVEMBER 24, 1986 TO JANUARY 20, 1988

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY
OF ACCOUNTING POLICIES

The purpose of the Employment Generation ar.d Rubble Removal
component was to employ persons living in the zones desvastated
by the October 10, 1986 earthquake to remove the rubble to areas
adj acent to streets. Picks, shovels, wheelbarrows and related
tools necessary for the work were provided and trucks and loaders
for the removal and transportation of rubble wer~ rented to the
Ministry of Public Works (Ministerio de Obras Publicas - MOP).

The 3ignificant accounting practices and policies followed by
MIPLAN and SETEFE to comply with the component's purpose do not
necessarily reflect the application of accounting principles
generally accepted in the United states of America. Income and
assets are recognized when received, rather than when earned and
expenditures are recognized when paid, rather than when the
obligation is incurred.

NOTE 2 - EXCHANGE AND EXCF \!JGE CONTROL REGULATION

The legal
symbol ~.

is ~5.00

statement
exchange.

currency of the country is the Colon represented by the
Since January 22, 1986, the official rate of exchange
to US$1.00. The accompanying fund accountability

has been translated into us Dollars using this rate of

NQTE 3 - SALARIES AND WAGES

Salaries and wages paid by different municipalities in connection
with the component are summarized as follmvs:

Municipality

San Salvador
Ciudad Delgado
Antiguo Cuscatlan
Soyapango
Ilopango
Cuscatancingo
Ayutuxtepeque
Mejicanos
San Marcos

7

Amount

US$1,245,066
47,5,13

7,856
98,461
29,543
92,629
58,766

141,722
78,510

USS1, 800_..1 066



NOTE 4 - TOOLS AND OTHER SUPPLIES: 
Tools acquired were as follows: 

Wheelbarrows 
Shovels 
Picks and other 

NOTE 5 - QUESTIONABLE COSTS 

A summary of questionable program costs follows: 

Com~onent Explanation Amount -- 

Salaries and wages - Salaries paid to administrative 
municipalities: personnel not included in the 

budget approved by U S A I D / E 1  
Salvador $5,419 

- Salaries paid to payroll 
clerks, storekeepers and 
truck drivers in excess of 
t h o s e  approved by USAID/E1 
Saivador 

NOTE 6 - LIQUIDATION OF COMPONENT'S EXPENDITURES 
At the date of th 3 report, SETEFE had presented to U S A I D J E 1  
Salvador l i q u i d a t i o r  requests for US$2,019,602 for which USATDJEX 
Salvador has not issued final acceptance. The remaining balance 
of 3S$166,736 is still pending requests for liquidation. 

NOTE 4 - TOOLS AND OTHER SUPPLIES:

Tools acquired were as follows:

~"1leelbarrows

Shovels
picks and other

NOTE 5 - QUESTIONABLE COSTS

A summary of questionable program costs follows:

US$121,834
21,239
48,259

2S$19 1 , 3 J.2.

Component

Salaries and wages
municipalities:

Explanation

- Salaries paid to administrative
personnel not included in the
budget approved by USAID/El
Salvador

- Salaries paid to payroll
clerks, storekeepers and
truck drivers in excess of
those approved by USAID/El
Salvador

$5,419

450

$S.869

NOTE 6 - LIQUIDATION OF COMPONENT'S EXPENDITURES

At the date of th :; report, SETEFE had presented to USAID/El
Salvador liquidatior requests for US$2,019,602 for which USAID/El
Salvador has not issued final acceptance. The remaining balance
of US$166,736 is still pending requests for liquidation.
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EMPLOYMENT GENERATION AND RUBBLE REMOVAL COKPONENT OF THE 

USAIDJEL SALVADOR PROJECT No. 519-033" 

REPORT ON INTERNAL ACCOUNTING CONTROL 

J%ND PROCUREMENT PRACTICES 

AUDITOR'S OPI ' , i ION 

We have perfomed a financial and corripliance audit of 'the funid 
accountability stztement of the Empioyment Generation and Rubble 
Removal component of the El Salvador Earthquake Recovery Progra 
USAID/E~ Salvador Project No. 519-0331, for the per iod from 
November 2 4 ,  1986 to Zanuary 20, 1988, and have issued our report 
thereon dated June 13, 1988 in which we qualified our opinion 
because of certain questionable costs. 

Our examination was made in accordance with generally accepted 
auditing standards and tke standards for financial and eonpliancc 
audits contained in the United S t a ~ t e s  Comptroller General s 
"Standards f o r  Audit of Covernmenta:l organizations, Programs, 
~ctivities, and Functionsif ((1981 Revision). Solely t o  assist us 
in planning and performing our examination, we made a study and 
evaluation of the internal accounting control and praeur~men~t 
systems adopted by MIPLAM for the component. That study and 
evaluation w a s  limited to a preliminary review of the systems to 
obtain on understanding cif the control uwironrnent  cnd the flcrw 
of transactions through the acecunting system. Because the 
control structure prevailing during component activities was rno 
longer in effect at the date of our work and due to the fact that 
we were engaged in the monitoring work phase of the component:, 
our study and evaluation of the internal accounting control and 
procurement practices during the financial and compliance audit 
did not extend beyond this preliminary review phase. 
Accordingly, we do not express and opinion an the in%arnal 
accounting control and procurement systems taken as a whole. 
~ l s o ,  our examination, made in accordance with the standards 
meationed above, would not necessarily disclose all material 
weaknesses in the system. However, our w ~ r k  revealed the 
weaknesses discussed under findings 1 to 3 in the following 
pages. 

This report is intended solely for the use of C o m i t d  de 
Reconstruction de Finergencia Metropofitana (CREM), Secretaria 
Tecn i ca  del Financiamiento Excerno (SETEFE) , Minis te r i lo  de 
~lanificacion y Coordinacibn del E2sarrolls Econijmico y Social 
( M I P L A N )  and the U . S .  Agency for International Devefopaent, T 

intended to limit the distribution of this 
acceptance by the Office of the Inspectar  
sf public record. 

Price 'fJilterhouse

EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT OF THE

EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAID/EL SALVADOR PROJECT No. ~19-033~

REPORT ON INTERNAL ACCOUNTING CONTROL

~ND PROCUREMENT PRACTICES

AUDITOR'S OPINION

We have perfomed a financial and compl iance audit of 'the fund
accountability statement of the Employment Generation and Rubble
Removal component of the El Salvador Earthquake Recovery Program,
USAIDjEl Salvador Proj ect No. 519-0331, for the period from
November 24, 1986 to January 20, 1988, and have issued our report
thereon dated June 13, 1988 in which we qualified our opinion
because of certain questionable costs.

Our examination was made in accordance with generally accepted
auditing standards and the standards for financial and compliance
audits contained in the united states Comptroller General's
"Standards for Audit of Governmental Organizations, Programs,
Activities, and Functions" (1981 Revision). Solely to assist us
in planning and performing our examination, we made a study and
evaluation of the internal accounting control and procurement
systems adopted by MIPLAN for the component. That study and
evaluation was limited to a preliminary review of the systems to
obtain on understanding of the control E..nvironment and the flow
of transactions through the acccunt.ing system. Because the
control structure prevailing during component activities was no
longer in effect at the date of our work and due to the fact thalt
we were engaged in the monitoring work phase of the component:.,
our study and evaluation of the internal accounting control and
procurement practices during the financial and compliance audit
did not extend beyond this preliminary review phase.
Accordingly, we do not express and opinion on the internal
accounting control and procurement systems taken as a wholE~.

Also, our examination, made in accordance with the standards
mentioned above, would not necessarily disclose all material
weaknesses in the systems. However! our work revealed the
v.7eaknesses discussed under findings 1 to 3 in the following
pages.

This report is intended solely for the use of Comite de
Reconstrucci6n de Emergencia Hetropolitana (CREM), Secretaria
Tecnica del Financiamiento Externo (SETEFE) , Minis·terio de
Planificacion y Coordinaci6n del D2sarrollo Econ6mico y Social
(MIPLAN) and the U.s. Agency for International Development. This
rf!..s~rictio,n. is not intended to limit the .distribution of this
rieport wh1.e:h; l.+pon acceptance by the Offlce of the Inspector
o/eralrl~~ mftter of pUblic record.
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EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT O F  T u  

EL SALVADOR EARTHQUAKE RECO'JERY PROGRAM 

U S A I D / E L  SALVADOR P R O J E C T  NO, 519-0331 

REPORT ON INTERNAL ACCOUNTING CONTROL AND 

PROCUREMENT P R A C T I C E S  

F I N D I N G S  

1. LACK O F  ADEOUATE S U P E R V I S I O N  O F  THE 

ACCOUNTING P R O C E S S  

Condition: 

Some transactions, such as the transfer of funds between compo- 
nents, had not been recorded in the accounting records. 

Criteria: 

Section B . 5 . b  of the Standard Provisions (Annex II of the 
Agreement) establishes the recipient's obligation to maintain 
books and records relating to the program and to the agreement in 
accordance with generally accepted accounting principles. In 
addition, the accounting procedures and reporting arrangements 
adopted by M I P L A N  and approved by U S A I D / E l  Salvador specifically 
require establishing and maintaining adequate accounting records 
t(=, control advances and disbursements of funds, by activity and 
by component. 

cause : 

There was a lack of continuous supervision over the recordirg of 
transactions. 

Effect: 

The lack of adequate and continuous supervision over the account- 
ing function permitted che transfer of funds between components 
of the program which were noc been oppor~unely recorded. 

Recommendation: 

U S A I D / E l  
provide 
process 
account i 

Salvador should require both M I P W  and SETEFE to 
assurance of adequate supervision of the accounting 
in order to obtain reliable, accurate and timely 

ng information. 
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EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT OF THE

EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAID/EL SALVADOR PROJECT No. 519-0331

REPORT ON INTERNAL ACCOUNTING CONTROL AND

PROCUREMENT PRACTICES

FINDINGS

1. LACK OF ADEQUATE SUPERVISION OF THE

ACCOUNTING PROCESS

Condition:

Some transactions, such as the transfer of funds between compo­
nents, had not been recorded in the accounting records.

Criteria:

section B.S.b of the Standard Provisions (Annex II of the
Agreement) establishes the recipient's obligation to maintain
books and records relating to the program and to ~he agreement in
accordance with generally accepted accounting principles. In
addition, the accounting procedures and reporting arrangements
adopted by MIPLAN and approved by USAIDjEl Salvador specifically
require establishing and maintaining adequate accounting records
to control advances and disbursements of funds, by activity and
by component.

Cause:

There was a lack of continuous supervision over the recordirg of
transactions.

Effect:

The lack of adequate and contlnuous supervision over the account­
ing function permitted the transfer of funds between components
of the program which were not been oppor~unely recorded.

Recommendation:

USAIDjEl Salvador should require both MIPLAN and
provide assurance of adequate supervision of the
process in order to obtain reliable, accurate
accounting information.

10
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2. INADEQUATE PAYROLL PAYMENT PROCEDURES 

Condition: 

Payroll payment practices were at variance with established 
procedures. 

a) Some salary payments lacked evidence of having actually been 
made. 

b) There was a lack of cont-1s to prevent duplicate salary 
payments. 

Criteria: 

CREM established the minimun procedures that should be followed 
in connection with payroll payments. These procedures should be 
observed in all cases. 

Cause : 

The deviations noted were due to a lack of supervision. 

E f f e c t  : 

Salaries paid amounting to US$5,869 are considered questionable 
costs and may have to be reimbursed to USAID/El Salvador. 

Recommendation: 

USAID/El Salvador should require CREM to adhere to established 
payroll payment procedures. 

LACK OF SEPARATE CONTROLS OVER PROGRAM FUNDS 

Condition: 

Funds provided by SETEFE to the Employment Generation and Rubble 
Removal component managed by CREM were commingled with other 
MIPLAN funds deposited in the Central Bank. Therefore,, bank 
reconciliation procedures and other admi-nistrative controls over 
such USAID/EL Salvador funds were lacking. 

The control procedures adopted by MIPLAN foi. CHEN and other im- 
plementing institutions, with the approval of USAIO/El Salvador, 
require separate bank accounts to be maintained for each program 
component in order to provide proper accountability over USAID/E1 
Salvador funds. 

2. INADEQUATE PAYROLL PAYMENT PROCEDURES

Condition:

Payroll payment practices were at variance with established
procedures.

a) Some salary payments lacked evidence of having actually been
made.

b) There was a lack 0= cont:rr"'ls to prevent duplicate salary
payments.

criteria:

CREM established the minimun procedures that should be followed
in connection with payroll payments. These procedures should be
observed in all cases.

Cause:

The deviations noted were due to a lack of supervision.

Effect:

Salaries paid amounting to US$5,869 are considered questionable
costs and may have to be reimbursed to USAID/El Salvador.

Recommendation:

USAID/El Salvador should require CREM to adhere to established
payroll payment procedures.

3. LACK OF SEPARATE CONTROLS OVER PROGRAM FUNDS

Condition:

Funds provided by SETEFE to the Employment Generation and Rubble
Removal component managed by CREM were commingled with other
MIPLAN funds deposited in the Central Bank. Therefore" bank
reconciliation procedures and other administrative controls over
such USAID/EI Salvador funds were lacking.

criteria:

The control procedures adopted by MIPLAN [01.- CREf·! and other im­
plementing institutions, with the approval of USAID/El Salvador,
require separate bank accounts to be maintained for each program
component in order to provide proper accountability over USAID/El
Salvador funds.

11



Cause : 

Because the funds necessary for conducting the activities of the 
component were provided at CREMVs specific request, M I P L A N  did 
not consider it necessary to maintain separate bank accounts. 

Effect: 

Monthly bank reconciliations were not prepared and fund balances 
for each component were not periodically obtained during the life 
of the Project. Control over U S A I D / E 1  Salvador funds was lost. 

Recommendation: 

USAID/El Salvador should require MIPLAN to provide assurance that 
implementing institutions establish separate bank accounts for 
each component to properly manage and control the use of USAID/El 
~alvador- funds . 

Cause:

Because the funds necessary for conducting the activities of the
component were provided at CREM's specific request, MIPLAN did
not consider it necessary to maintain separate bank accounts.

Effect:

Monthly bank reconciliations were not prepared and fund balances
for each component were not periodically obtained during the life
of the Project. Control over USAIDjEl Salvador funds was lost.

Recommendation:

USAIDjEl Salvador should require MIPLAN to provide assurance that
implementing institutions establ ish separate bank accounts for
each component to properly manage and control the use of USAIDjEl
Salvador funds.

12



EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT OF T '  

EL SALVADOR EARTHQUAKE RECOVERY PROGRAM 

USAID/EL SALVADOR PROJECT No. 519-0331 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND 

APPLICABLE LAWS AND REGULATIONS 

AUDITOR S OPINION 

We have performed a financial and compliance audit of the fund 
accountability statement of the Employment Generation and Rubble 
Removal component of the E! Salvador Earthquzke Recovery Program, 
USAID/El Salvador Project No. 519-033 1, for the period No~~ember 
24, 1986 to January 20, 1988, and have issi-trd our report thereon 
dated June 13. 1988 in which we qualified our opinion because of 
certain questionable costs. Our examination was made in accord- 
ance with generally accepted auditing standards and the standards 
for financial and compliance audits contained in the United 
States Comtroller General's "Standards for Audit of Governmental 
Organizations, Programs, Activities, and FunctionsqF(19S1 
Revision). MIPLAN is responsible for the implementing entitiesf 
compliance with agreement terms and laws and regulations 
applicable to the above mentioned component. The results of our 
work indicate that for items reviewed and/or tested, M I P U N  and 
the component's implementing institutions were in compliance with 
agreement terms and applicable laws and regulations, except as 
described in the accompanying finding No. 1. Also, nothing came 
to our attention that caused us to believe that untested items 
were not in compliance with agreement terms and applicable Paws 
and regulations. 

This report is intended solely for the use of Cornit& de 
Reconstruction de Emergencia Metropolitma (CREM), Secretaria 
Tecnica del ~inanciarniento Externo (SETEFE), Ministerio de 
Planificacion y Coordinacion del Desarrollo Economico y Social 
(MIPLAN) and the U.S. Agency for International Development. This 
restriction is not intended to limit the distribution of this 
r&ort which4 upon acceptance of the Office of the Inspector 
~ & + - a l ,  7; $ $atrer of public record. 
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EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONENT OF THE

EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAIDjEL SALVADOR PROJECT No. 519-0331

REPORT ON COMPLIANCE WITH AGREEMENT TERMS ANQ

APPLICABLE LAWS AND REGULATIONS

AUDITOR'S OPINION

We have performed a financial and compliance audit of the fund
accountability statement of the Employment Generation and Rubble
Removal component of the E1 Salvador Earthquake Recovery Program,
USAIDjEl Salvador Project No. 519-0331, for the period November
24, 1986 to January 20, 1988, and have iSS1~-2d our report thereon
dated June 13, 1988 in which we qualified our opinion because of
certain questionable costs. Our examination was made in accord­
ance with generally accepted auditing standards and the standards
for financial and compliance audits contained in the united
states Comtroller General's nstandards for Audit of Governmental
Organizations, Programs, Activities, and Functions"(1981
Revision}. MIPLAN is responsible for the implementing entities'
compliance with agreement terms and laws and regulations
applicable to the above mentioned component. The results of our
work indicate that for items reviewed and/or tested, MIPLAN and
the component's implementing institutions were in compliance with
agreement terms and appl icable laws and regulations, except as
described in the accompanying finding No.1. Also, nothing came
to our attention that caused us to believe that untested items
were not in compliance with agreement terms and applicable laws
and regulations.

This report is intended solely for the· use of Comite de
Reconstrucci6n de Emergencia Metropolitana (CREM), Secretaria
Tecnica del Financiamiento Externo (SETEFE), Ministerio de
Planificaci6n y Coordinaci6n del Desarrollo Econ6mico y Social
(MIPLAN) and the U.S. Agency for International Development. This
restriction is not intended to limit the distribution of this
rEtPort which/i upon acceptance of the Office of the Inspector
G1n7ral, !~~~atrer of pUblic record.

~GC Ittt(L(~
;L{-.~ 13, 1988

13



EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONEN1X 

OF THE EL SALVADOR EARTHQUAKE RECOVERY FXMXAM 

USAID/EL SALVADOR PROJECT NO. 519-0331 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND 

APPLICABLE LAWS AND REGULATIONS 

FINDINGS 

1. SALARIES NOT BUDGETED WERE PAID TO 

ADMINISTRATIVE PERSONNEL 

Condition: 

Certain salary payments to administrative personnel were either 
not budgeted or were budgeted for lower sums. 

Criteria : 

Salary limitations included in budgets should be adhered to, 
Payments in excess of budget should be the exception and should 
require prior approval. 

Cause : 

These situations resulted from lack of appropriate supervision. 

Effect: 

Salaries of $5,869 in excess of budget were incurred and paid 
without obtaining prior approval from USAID/El Salvador and are, 
therefore, considered questionable. 

USAID/El Salvador should require MIPLAN to obtain prior approval 
for salary payments in excess of budget .  

EMPLOYMENT GENERATION AND RUBBLE REMOVAL COMPONEN1r

OF THE EL SALVADOR EARTHQUAKE RECOVERY P80GRAM

USAID/EL SALVADOR PROJECT No. 519-0331

REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND

APPLICABLE LAWS AND REGULATIONS

FINDINGS

1. SALARIES NOT BUDGETED WERE PAID TO

ADMINISTRATIVE PERSONNEL

Condition:

Certain salary payments to administrative personnel were either
not bUdgeted or were budgeted for lower sums.

criteria:

Salary limitations included in budgets should be adhered tQ.
Payments in excess of bUdget should be the exception and should
require prior approval.

Cause:

These situations resulted from lack of appropriate supervision.

Effect:

Salaries of $5,869 in excess of budget were incurred and paid
without obtaining prior approval from USAID/El Salvador and are,
therefore, considered questionable.

Recommendation:

USAID/El Salvador should require MIPLAN to obtain prior approval
for salary payments in excess of bUdget.
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AUDIT OF THE EMPLOYMENT GENERATION AND 

RUBBLE REMOVAL COMPONEKT OF THE 

EL SALVADOR EARTHOUAKE RECOVERY PROGRAM 

USAID/EL SALVADOR PROJECT NO. 519-0331 

LIST OF REPORT RECOMMENDATIONS 

INTERNAL ACCOUNTING CONTROL AND 
PROCUREMENT PRACTICES 

Recommendat ion No. 1 

USAID/El Salvador should require both MIPLAN and SETEFE to 
provide assurance of adequate supervision of the accounting 
process in order to obtain reliable, accurate and timely 
accounting information. 

Recommendation Nc. 2 

USAID/El Salvador should require CREM to adhere to established 
payroll payment  p r o c e d u r e s .  

Recommendation No. 3 

USAID/El Salvador  should r e q u i r e  M I P L A N  to provide assurance that 
implementing institutions establish separate bank accounts for 
each component to properly manage and control the use of USAID/E1 
Salvador funds. 

COMPLIANCE WITH AGREEMENTS TERMS AND 
APPLICABLE LAWS AND REGULATIONS 

Recommendation No. 1 

USAID/El Salvador should require MIPLAN to obtain prior approval 
for salary payments in excess of budget. 

AUDIT OF THE EMPLOYMENT GENERATION AND

RUBBLE REMOVAL COMPONENT OF THE

EL SALVADOR EARTHQUAKE RECOVERY PROGRAM

USAID/EL SALVADOR PROJECT No. 519-0331

LIST OF REPORT RECOMMENDATIONS

INTERNAL ACCOUNTING CONTROL AND
PROCUREMENT PRACTICES

Recommendatio~ No.1

USAID/El Salvador should require both MIPLAN and
provide assurance of adequate supervision of the
process in order to obtain reliable, accurate
accounting information.

Recommendation No.2

SETEFE to
accounting

and timely

USAID/El Salvador should require CREM to adhere to establ ished
payroll payment procedures.

Recommendation No.3

USAID/El Salvador should require MIPLAN to provide assurance that
implementing institutions establish separate bank accounts for
each component to properly manage and control the use of USAIDjEl
Salvador funds.

COMPLIANCE WITH AGREEMENTS TERMS AND
APPLICABLE LAWS AND REGULATIONS

Recommendation No.1

USAIDjEl Salvador should require MIPLAN to obtain prior approval
for salary payments in excess of budget.
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