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MEMORANDUM 

TO: 	 USAID/EI Salvador Director, H hry H. Bassford 

FROM: 	 RIG!A,/l, C na N. Lotimrar. 

SUBJECT: 	 Audit Report No. 1-519-90-11-N, "Audit of the Health and Jobs 

for l)isplaced Families Project with World Relief in El Salvador" 

This report presents the results of a non-Federal financial audit requested 

your Mission of the tealth and Jobs for 1)isplaced Families Project,by 
USAID/El Salvador Project No. 519-0281, activities managed by World Relief 

under cooperative grant agreement No. 519-0281-A-00-5388-00 for the period 

from July 1, 1985 through ,June 30, 1988. The accounLng firm of' Peat, 
which isand Co. in 	El Salvador prepared the report,Marwick, Mitchell 


dated )ecember 29, 1989.
 

purpose of the overall project, which was implemented by multiple
The 

opportunities, basic health
organizations, was to provide income-earning 

for the population displaced by the
services, shelter, and adequate nutrition 

training and permanentimplementingconflict in El Salvador while also 
which assist in the economic reintegration of

resettlement activities 
funded World Reliefsfialilies. The cooperative agreenentdisplaced 

participation in the project's resettlement activities which included the 

(,f cattle and grains to allow displaced families to become
provision 

A of' 23,379,668 Salvadoran colones had been
agricultural 	 producers. total 

of' the audit 	period.expended unider the ag."reenient through the end 

the fundaudit was 	 to deteriine whether: (1)Tihe purpose of this 
Reliefs activities under the cooperativeaccountability statement for World 

agreement fairly presents project receipts and disbursements for the period 
(2) World Relief'sdisclosure of questionable expenditures, if any,with 

internal control structure is adequate for USAID/EI Salvador's purposes, and 

(3,World Relief has complied with agreement terms and applicable laws 

anI regulations. 

opinion on 	 World Relief's fund
Peat Marwick disclaimed expre.ing an 

(I) thedue to tile 	following scope Ii iitat ions:
accountalbility stltllielt 

reports submitted to USAII)/El Salvador were not reconciled with World 
wasfund accountability statement not

Reliefs accounting records; (2)the 
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reconciled with World Reliefs accounting records; (3) World Relief's 

had been reconciled with USAII)EI Salvador's
accounting records not 

the amount of overhead chargeable to tile agreement
accounting records; (4) 

was lack of' supporting documentation as evidence 
was uncertain; (5) there 
of the delivery of cattle to project beneficiaries; and (6) there were 

Items 1 to 5 above were
questionable costs of 2,127,331 Salvadoran colones. 

cited in theirthe ten material weaknesses that the auditorsincluded in 
opinion that \Vorld Relief's internal control structure allowed more than .' 

couldor irregularities in material amountsrelatively low risk that errors 
a timely period. Peat Marwick disclaimed 

occur and not be detected within 
an opinion on World Relief's compliance with agreement terms

expressing 
the audit scope limitations and

and applicable laws and regulations due to 
above. However, it reported as material

material weaknesses cited 
noncompliance the findings that World Relief could not justifY the amount 

of overhead charged to the agreement and that World Relief systematically 

Split its purchase orders to avoid the requirement to obtain USAIIf/El 

Salvador approv:n I'M- purchases over US$5,000. 

was discussed with representatives of'
The dralft of' Peat .larwick's rep(rt 
World Relief and USAI I/El Salvador on October 19, 1989. Based upon that 

World Relief's written comments, we requested Peat Marwickmeeting and 
Salvador to review information presented in 

to return to World Relief in El 
This final report has been modified !s

rebuttal to the draft report. 
into account World's Reliefs comments to the drdf't

appropriate to take 

report and the additional information that it provided.
 

The Peat NMawick report contains 20 recoinendations regarding 

needed in World Relief's accountability for A.I.I). funds,
improvements 

terms and applicable laws
internal controls, and compliance with agreement 

and regulations. Implementation of these recommendations will greatly 
of the

improve World Reliefs accountability for and proper administration 
We making the followingcooperative agreement's funds. are 

in the Office of the Inspectorwill includedrecommendations which be 


General's audit recommendation follow-up system.
 

Recommendation No. I 

Salvador negotiate a settlement with World
We recommend that USAII)/E1 

the 2,127,331 Salvadoran colones (US$425,466) of costs
Relief' concerning 

December 29,
considered questionable by Peat Marwick in its report dated 


1989.
 

tRecom mendation No. 2 

Salvador review the cooperative agreementWe recommend that USAII)/EI 
base againstwith World Re3lief and determine the overhead rate and the 

of the agreement. Part of
which the rate is to be applied for each period 
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this effort should include obtaining evidence to determine whether any costs 
are as calculation ofincurred in El Salvador counted indirect costs in the 

SalvadorWorld Relief' headquarters' indirect cost rate. After USAID/I 

determines the proper rates and bases for determining ov( rhead chargeable 
Relief should be required to recalculate the amountsto the project, World 


of overhead that should be charged to the cooperative agreement.
 

Recommen dation No. 3
 

We recommend that USAII)/EI Salvador require World Relief to provide 
amount of cattle purchases delivered to projectevidence to document the 

1988. That portion of the total 1,509,213beneficiaries through ,June 30, 
Salvadorarn colones (US $301,843) in cattle purchases through June 30, 1988 

for which proof of receipt by project beneficiaries cannot be provided is 

considered to be questionalle costs. 

Recomnnndaiti,,n No. -1 

We recommend that USAI1)/El Salvador require World Relief to improve the 

adequacy of' its internal controls and accountability for project funds by 
USAID/EI Salvador'spreparing reconciliations between its records and 

records; blasing its fhnd accountability statements and its expenditure 

reports submitted to USAID/E1 Salvador on its accounting records; 

documenting the delivery of cattle to the intended beneficiaries; documenting 

the receipt of goods and services acquired with project funds; authorizing in 

writing the release of project commodities; and maintaining complete files 

the shipments of grains under the agreement. Material weaknesses inon 
report dated D)ecember 29,these areas are described by the Peat Marwick 

1989. 

RCecoinmendat ion No. 5 

We recommend that USAII)/EI Salvador emphasize to World Relief the 
that World Relief obtain USAII)/EIrequirement under the agreement 

that USS5,000. The practice ofSalvador's approval for purchases greater 
splitting purchases, to avoid this requirement should be stopped immediately. 

Also, when World Relief presents the required information for approval of' 
evidence its approval orsuch purchasf-s, USAII)/EI Salvador should 


disapproval in writing.
 

this within days actions planned or taken toPlease advise oflice 30 of 


resolve and close the recommendations.
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Peat, Marwick, Mitchell & Co. (Latin America), S. A. 

Ave. OIlfm ca 3324 

San Salvador 

El Salvador 

Almrtado Postal 1276 

San Salvador 

El Salvador 

Telonos: 24-0963 24-1351 

Telex 20768 Ventatem 

Telefax (503) 236081 

December 29, 1989 

Mr. Coinage N. Gothard, Jr. 
Regional Insp.ctor General for Audit 
Agency for International Development 
Tegucigalpa, Honduras 

Dear Mr. Goth'ard: 

This report presents tile results of our audit of the Health and Jobs for Displ;aed Families 
Project, USAID/EI Salvador Project No. 519-0281, managed by World Relief in El 
Salvador, for the period from July 1, 1985 through June 30, 1988. 

B A C(K R(0 UNI) 

On July 25, 1985, World Relief in El Salvador signed Cooperative Grant Agreement No. 
519-0281-A-00-5388-0)0 for US$1,061,335 with the U.S. Agency for International 
Development in El Salvador (USAID/El Salvador) to fund the Health and Jobs for 
Displaced Families Project, USAID/EI Salvador Project No. 519-0281, from July 1, 1985 
through September 10, 1987. Through subsequent amendments the completion date of the 
project was extended to December 31, 1989 and the agreement amount was increased to 
USS 10,696.134. 

The project's purpose is to resettle at least 1,440 Salvadorans displaced by the civil war and 
to assist them in becoming financially self-sufficient. This is being accomplished by 
identifying displaced families for resettlement, locating and purchasing land for new 
communities, and returning the displaced persons to minimum living standards. 

The project has two major components: 

a) 	 Disnlaced Persons. Since the project was initiated, it has accomplished the 
resettlement of displaced families in three communities. It currently focuses on the 
resettlement of families in new areas or in their homes of origin and is helping these 
families to become financially self-sufficient. 

b) 	 Basic Grains. World Relief has purchased agricultural materials to help resettled 
families plant their own crops and become productive again. 

World Relief in El Salvador is a br.,nch of World Relief Corporation in Wheaton, Illinois, 
a religious nonprofit organization founded on February 6, 1964. Its main objectives are to: 

K ,-1ld Peal Mlarx k Gox,heler 
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- Provide emergency relief and rehabilitation. 

- Promote self-help development through training, technical assistance, and funding 
projects. 

- Initiate and implement refugee assistance programs and resettlement of refugees at 
home and abroad. 

- Provide aid and assistance programs for health, housing, education and food. 

In order to attain these objectives, World Relief obtains external funds in cooperation with 
governmental institutions and other humanitarian organizations. 

AUDIT OBJECTIVES ,\ND SCOPE 

The overall objective of the examination was to perform a financial audit of the fund 
accountability statement of the Health and Jobs for Displaced Families Project, USAID/EI 
Salvador Project No. 519-0281, managed by World Relief, for the period from July 1, 
1985 through June 30, 1988. 

Our audit was performed in accoruance with generally accepted auditing standards and the 
United States Comptroller General's "Government Auditing Standards" (1988 Revision), 
and consequently, included the examination of accounting records and other auditing 
procedures which we considered necessary in the circumstances to determine whether: 

the fund accountability statetnent for the project fairly presents the project's receipts 
and expenditures through June 30, 1988, identifying any costs which were not fully 
supported with adequate records or which were not allowable under the terms of the 
agreement; 

World Reliefts internal control structure is adequate for USAID/El Salvador 
purposes; and 

World Relief has complied with agreement terms and applicable laws and regulations. 

The scope of the work consisted of the following: 

reviewing the fund accountability statement of tile project, 

reviewing and evaluating the internal control system including compliance testing, 
which we considered necessary in the circumstances, 

evaluating the accuracy of the information reported by the institution to USAID/El 
Salvador, 

reviewing reconciliations of the hank accounts that control the receipt and 
disbursement of USAID/EI Salvador funds, determining the validity of the recorded 
transactions, 
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- reconciling the amount of funds recorded as being received by the project with those 
reported as having been disbursed by USAID/EI Salvador, 

- evaluating the accounting system as well 
procedures for the Basic Grains Program, and 

as the purchasing and distribution 

- determining whether World Relief complied with agreement terms and applicable 
laws and regulations which may affect the fund accountability statement. 

RESULTS OF AUIDIT 

Fund Accountabilitv Statement 

Because of limitations in the scope of our examination due to the lack of reconciliation 
between World Relief/s records and expenditures reported to A.I.D.; the lack of 
reconciliation between the records of World Relief and A.I.D.; the lack of reconciliation 
between the records and its fund accountability statement: inadequate controls over 
overhead charged to the project; lack of supporting documentation for cattle procured with 
project funds; inadequate accoutting records; and questionable costs in the amount of 
e2,127,331 we are unable to express, and we do not express an opinion on the fund 
accountability statement of the Ilealth and Jobs for Displaced :itmi lies Project, USAID/El 
Salvador Project No. 519-02 ",I,mamiaccd by World Relief for the period from July 1, 
1985 to June 30, 1988. Also, some of the cattle pturchases could not be physically verified 
because they are located in areas ot conflict. 

Internal Control Structur,, 

Our study and evalation of the internal control structure established for the Ilealth and 
Jobs for Displaced Ftmilics Projcct managcd by World Relief revealed the repoitable 
conditions described below. We believe that reportable conditions No.;. I to 10 are 
material weaknesses that result inmore than a relatively low risk that errors or irregularit _Is 
in amonIts that would be material in relation to the fund accountability statement may occur 
and not be detected within a tintely period. The reportable conditions are the following: 

I) 	 The reports submitt~d to A.I.). did not reconcile With the accounting records and the 
accounting records did not reflect the same amount as A.I.1). showed as having been 
disbursed. 

2) There was a difference between expenses recorded by World Relief and USAID/El 
Salvador. 

3) The accounting records and the ftd accountability statement for the project did not 
reconcile. 

4) There was lack of evidence that cattle were delivered to project beneficiaries. 
5) There were inadequate inventory controls over construction materials. 
6) There was lack of evidence that gcoods v .re received by World Relief. 
7) Basic grains were delivered withott evidence of authorization. 
X) A file on shipments of basic giains was not maintained. 
9) Controls ovr data processing were inadequate. 
10) Bank reconciliations were not properly prepared and apparently were not reviewed. 
I1) Supporting documenitation for payments was not cancelled with a stamp. 

3
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12) Accounting manual for the project was out of date.
 
13) The organization lacked a personnel training program.
 
14) There was lack of supportinu documentation for some travel expenses.
 
15) Purchatse nd distribution of foreign currency lacked supporting documentation.
 

Conmplimice with ,\,recnent "'Ienns and Applicable Laws and Regul:tions 

The scope limitations described inthe report on the fund accounta'.'ility statement, the 
material internal control w"eakn sses noted in our report on the inernal control structure, 
and the findings described below prevent us from expressing ind we do not expess an 
opinion on coinpliaice with agreetient terms andl applicable laws and regulations. We 
found the following conditions of ilncoipliance: 

World Relief -1Salvador could not jstify ti;' amount cr overhead charged to the
 
project.
 
Purchases were riot incomrpliance with the agreement tens.
 
International air travcl and translportiltion expenses were incurred without written
 
approval from A.I.I).
 
Payroll documcnts lacked tax stanyis.
 
Income tax ,,as riot w ithhcld o (dancer Pay.
 

We also found certain ,,iuations which could he indicative of tie occurence of irregular 
transactions, which are disciioed ina separate report issued to the attention of the Office of 
the Inspector General. 

\IANA(G;EI;NT (NINj'IENl5 

A copy of this report was provided to World Relief and A.I.D. and discussed with them on 
October 19. 19S9. World Relief prepared written comments included as Annex I. We 
suhsequently returned to \Vorld Relief El Salvador and reviewed further documentation that 
it provided in rebuttal to our audit report. Based upon World Relief comments and the 
additional information that it provided we made apropriate modifications to this final 
report. 
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Peat, Marwick, Mitchell & Co. (Latin America), S. A. 

Ave. 0 f.pca 3324 'par tlido Postal 1276 Tel6lonos: 24-0963 24-1351 

San Silvjddor Sw ;,I{ior Telex 20768 Verutatem 

El Salvador I I Sj vhdr Telefax (503) 236081 

HEALTH ANI) JOBS FOR
 
DISPLACED FAMILIES PROJECT
 

WI'H WORII) RELIEF
 
USAI1)/El, SLVADAI)() )PR(.).I.ECT No. 519-0281
 

]rPORT ON TIlE FU,NI) A(CCOINTABIIITY STATEMENT 

A\.'1ITOr 'S OPINION 

\We have audited tie ;Iccompanvyi- fund accountability statement of ti- Ilealth and Jobs for 
Displaced Familics Project, USAID/EI Salvador Project No. 519-02H , managed by World 
Relief for the period from July 1, 1985 to June 30, 1988. This finarcial statement is the 
responsibility of World Relict's toanaCemen t. Our responsibility is to ,xpa2ss an opinion 
on this financial statement based on our audit. 

Except as described in paragraphs four to six, we conducted our audit in accordance with 
generally accepted auditing standards and the U.S. Comptroller General's "Government 
Auditin e Standards" (1988 Revision). Those standards require that we plan and perform 
tle audit to oblain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examtining, on a test basis, evidence suipporting 
tile amountS and disclosures in the financial statements. An audit also includes assessing 
Lie accounting principles used and significant estimates made by management, as well as 
evalutating tite overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

A\s described in Note I, the fund accountability statement was prepared on tile basis of cish 
receip ts and dishursements, which is a comprehensive basis of accounting other than 
enerally accepted accounting principles. 

As described in Note 3, tile reports submitted by World Relief to A..I.D. do not reconcile 
with its accountine records by an imount of ¢933,092; there is a difference of c4,82 1,947 
between tile expenditures according to World Reliefs records compared with the 
cx petIditure s in A.LID. records; tile fulds disbursed by A.I.D. do not reconcile with those 
recorded b,, World Relief as received by an atnoutnt of ¢62,566; the fund accountability 
statement shows a positive batlaIce outstanding of 634,646 while World Relief records 
show a iegative balatce of¢.16-4,990, and we were not able to apply alternative procet, res 
to satisfy ourselves as to the di ffcretlces. 

As described in Note 4, and finding No. 1 of our report on compliance vith agreement 
terns and applictble laws anti reltulations, the anticutt of overhead that World Relief El 
Salvador charged to UJSAII)/.I Salvador does not reconcile with its accounting records by a 
difference of ,'02,051. In addition, none of' tite reinibursements for overhead were 
recorded 1w World Relicf El Salvador or dcposited in its bank account. Instead, they were 
transferred to World ReliefIs headquarters in Wheaton, Illinois. As of June 30, 1988, 
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World Relief headquarters confirmed to have received ¢1,208,999 in overhead for the 
period from July 1, 1985 to September 30, 19,;7. We were unable to detemine the correct 
amount that should be charged to the project as overhead because the agreement did not 
clearly establish the rates and bases to calculate the overhead. In addition, for tile period 
from October 1, 1987 to June 30, 1988 the rate and base applied by World Relief in El 
Salvador apparently were those negotiated by World Relief headquarters with A.I.D. 
Washington. 

Due to the lack of supporting documentation on the distribution and transfer of ownership 
to project beneficiaries of cattle procured with project flnds ald because we could not 
physically inspect the projects located in areas of conflict, we were not able to verify that 
project beneficiaries received the cattle. As of June 30, 1988, according to World Relief's 
records, tile amount expended for cattle purchases was of c 1,509,213. (See finding No. 4 
of our report on the internal control stnlcture). 

As mentioned in Note 5 to the fund accountability statement, we identified certain 
transactions in the amount of c2,127,331 which are considered to be questionable costs 
dle to insufficient documentation or because they were not in compliance with agreement 
terms. 

Because of the scope limitations discussed in paragraphs four through six above and tile 
questionable costs of c2,127,331, the scope of our work was not sufficient to enable us to 
express and we do not express and opinion on the fund accountability statement of the 
I lealth and Jobs for Displaced Families Project, USAID/EI Salvador Project No. 519
028 1,lianaged by World Relief for the period July 1, 1985 to June 30, 1988. 

This report is intended solely for World Relief and the United States Agency for 
International Development. This restriction is not intended to limit the distribution of this 
report, which upon acceptance by the Office of the Inspector General, is a matter of public 
record. 

August 11, 1989 
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HEALTH AND JOBS FOR
 
DISPLACED FAMILIES PROJECT
 

WITh! WORLD RELIEF
 
USAID/EL SALVAI)OR IROJI CT No. 519-0281
 

FUND ACCOUNTABILITY STATEMF.NT
 
FOR TIlE PEIRIOD FROM JULY 1, 1985 TO JUNE. 30, 1988
 

(Expressed in sahiadorean colones Note 6) 

Ouestionable Costs 

fludg1A~n~il(Note 5~ 

INCOME 
Funds provided by 
USAID/EI Salvador ¢ 14.505.670 o 24.014.314 

DISBURSEMENTS (Note 3) 

21,126Personnel 5,141,475 2,786,557 

Operational expenses 2,037,325 2,298,480 122,150 

Project expenses 23,431,175 15,176,186 1,984,055 

Contingency costs 559,250 458,269 

Indirect cosLs 1336,445 2.660.176 

Total disbursements € 34.505,670 23,379,668 ¢ 2,127,331 

Outstanding balance € 634,646 

See accompanying notes to financial statement. 

http:STATEMF.NT
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IIEALTTI AND JOBS FOR
 
DISPLACED FAMILIES PROJECT
 

rVITII WORLD RELIEF 
USAID/El, SALVADOR PROJECT No. 519-0281 

NOTES TO TIHE FUND ACCOUNTABILITY STATEMENT
 
FOR TilE, PERIOI) FROM JULY 1. 1985
 

TO IUNE 30. 198_
 

Note I - Suminiarv of Accountint, Policies 

The significant accountinlg practices and policies fol'.owed by World Relief are as 
summarized below: 

Accounting Basis - The fund accountability statement of the project was prepared on the 
basis of cash receipts and disbursements in which certain revenues and the related assets 
are recognized when received rather when earned and certain expenditures are recognized 
when paid rather when the obligation is incurred. Therefore, the fund accountability 
statement does not present the financial information in accordance with generally accepted 
accounting principles. 

Accounting Period - The income and expenditures included in the fund accountability 
statement cover the period from Jt,ly 1, 1985 to June 30, 1988. 

Note 2 - The Coopcrmtive Grant Aereement 

Oi Jul, 25, 1985, World Relief in El Salvador signed Cooperative Grant Agreement No. 
519-0281 -A-00-5388-00 for US$1,061,335 with the U.S. Agency for International 
Development in E1 Salvador (USAID/El Salvacor) to fund the tlealth and Jobs for 
Displaced Families Project, USAID/EI Salvador Project No. 519-0281. The original 
amount of the agrcement was increased up to the am1oun1t of SI0,696,134. 

The project's purpose is to resettle at least 1,440 Salvadorans displaced by the civil war and 
to assist them in becoming financially self-sufficient. This is being accomplished by 
identifying displaced families for resettlement, locating and purchasing land for new 
comnmunities. and returning the displaced persons to minimum living standards. 

Note 3 - Finacial Inf rmation 

As of June 30, 1988, there were differences between World Relief El Salvador's records 
and the financial information that it submitted to A.I.D. and between World Relief El 
Salvador's and A.I.D.'s records as follows: 

8
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a) Tile expenditures reported to USAID/El Salvador do not reconcile with World 
Reliefs accounting records as follows: 

Reported to 
USAID/ES World Relies Re.,ords Difference 

Personnel 

Operational expenses 

¢ 2,784,894 

2,127,900 

o 2,786,557 

2,298,480 

¢ (1,663) 

(170,580) 

Project expenses 

Contingency costs 

Indirect costs 

15,269,923 

465,734 

1,799,125 

15,176,186 

458,269 

2,660,176 

93,737 

7,465 

(962,051) 

¢ 22.446.576 ¢ 23,379,668 (933,092) 

b) 	 In addition, at the same date, there were differences between the expenditures 
according to World Reliefs records and those according to USAID/EI Salvador as 
follows: 

World RelieF.; Records USAID/ES' Records Difference 

Personnel C 2,786,557 o 2,290,430 ¢ 496,127 

Operational expenses 2,298,480 1,898,415 400,065 

Project expenses 15,176,186 12,370,350 2,805,836 

Contingency costs 458,269 387,831 70,438 

Indirect costs 2,660,176 1.610,695 1.049.481 

¢ 23,379,668 o 18,557,721 ¢ 4,821,947 

9
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c) 	 The disbursements from A.I.D. do not reconcile with World Reliefs records as 
follows: 

Income per World Relief El Salvador's records 
Plus: funds disbursed by USAID/El Salvador 

in June 1988 and deposited in World Relief 
bank account in July, 1988 

0 24,014,314 

361,902 

USAID/EI Salvador payments for 
overhead which were not recorded by 
World Relief in El Salvador but 
transferred to World Relief headquauters 1,208,999 

25,585,215 

Disbursements confirmed by A.I.D. 25.647.781 

Difference 62,566 

d) 	 The fund accountability statement shows a balance outstanding of ¢634,646. 
However, according to World Reliefs records the funds available for twe project are 
as follows: 

Bank accounts 2,836,352 
Petty Cash 4,660 
Accounts receivables - employees 37,439 
A.I.D. disbursements in June 1988 

and deposited in July, 1988 361,902 
subtotal 3,140,353 

Less: accounts payable to other funds 
and World Relief headquarters (3.305.343) 

(164,990) 

Less: balance outstanding as per fund 
accountability statement (634,646) 

Difference 	 _789,66 

10
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Note 4 - Overhead 

The overhead recorded by World Relief does not reconcile with the amounts reported to 
A.I.D., as follows: 

Overhead expenses incurred per 
World Relief El Salvador's records for 
the period from October 1, 1987 to June 
30, 1988. 2,660,176 

Amount charged according to World Relief 
El Salvador reports submitted to USAID/ 
El Salvador for the period from July 1, 
1985 to June 30, 1988. 1,798,125 

Amount charged by World Relief El Salvador 
according to USAID/El Salvador's records 
for the period from July 1, 1985 to June 
30, 1988 1 610 695 

World Relief headquarters in Wheaton, Illinois confirmed to have received overhead 
payments of cl,208,999 which were transferred by World Relief El Salvador. This 
anmount was not recorded by World Relief El Salvador. In addition, for the period from 
October 1, 1987 to June 30, 1988 tile rate and base applied by World Relief El Salvador 
apparently were those negotiated by World Relief headquarters with A.I.D. Washington. 

Note 5 - Questionable Costs 

A summary of questionable costs identified during the audit is detailed belcw. We 
categorized all the que';tionable costs as suspended, that is, within the authority of the 
contracting officer to negotiate assuming approvals are granted where needed and adL1uate 
supporting documentation is provided in accordance with government cost principles. 

PERSONNEL. 

a) Intemational Air Travel and Transportation Expenses without written approval from 
A.I.D. and inadequate supporting doctuientation 

(See findings No. 14 and No. 15 on the report on the internal control structure and 
finding No. 3 of the report on compliance with agreement terms and applicable laws 
and regulations.) 

Check No. Date Beneficiary Amount 

3904 April 27, 1988 Atilio Flores € 1,000 
3285 January 20, 1988 PAN AM 2,400 
1065 June 17, 1987 Edgardo P6rez 9,000 
1074 
1102 

August 1, 1987 
October 19, 1987 

Marfa R. Witherell 
Marfa R. Witherell 

5,206 
3.520 € 21,126 
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OPERATIONAL EXPENSES 

b) Checks without adequate supporting documentation 

Check No. Date Beneficiary Amount 

193 January 13,1986 Budget Rent a Car ¢ 2,000 

2281 July 30, 1987 Carlos H. Castro 9,900 0 11,900 

c) Expenses above c25.000 were not approved by A.I.D. 

Rent of vehicles paid to Mr. Roberto Molina was not approved by A.I.D. as follows: 

From July 27, 1987 to January 
7, 1988 monthly payment of 
C9,000 o 45,000 

From January 7, 1988 to May 
16, 1988 monthly payment of 
e 14,500 for rent of two vehicles 65,250 110250 

PROJECT EXPENSES 

d) Purch',ses without evidence the products were received by World Relief 

There is no evidence that the products paid for were actually received by World Relief.
 
In addition, some of the checks below were cashed by World Relief employees.
 
(See finding No. 6 on the report on internal control structure.)
 

Check No, Dat Beneficiary Amount 

539 
248 

2996 

May 16, 1986 
January 31, 1986 
November 25, 1987 

Quilnica Hoechst 
La Casa Castro 
Adikin A. Vidal 

¢ 13,290 
18,450 
60,000 

2261 
1600 
1470 

July 29, 1988 
April 13, 1987 
March 19, 1987 

Fidelio Pereira 
Roberto Alvarenga 
Antonio Flores 

12,640 
24,800 

3,600 
3205 
2075 
4195 

January 7, 1988 
July 2, 1987 
June 2, 1988 

Ferndn Cruz Cortez 
Jos6 V. Cortez 
CECOSA 

400 
240 

4_,00 ¢138,020 
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e) Purchases were split to avoid the agreement requirement for A.I.D. approval 

As evidenced by mutliple purchases from the same supplier on the same day purchases 
above ¢25,000 (US$5,000) were broken down to avoid the requirement to obtain 
A.I.D. approval.
 
(See finding No. 2 of the report on compliance with agreement terms and applicable
 
laws and regulations.)
 

Check No. Date Beneficiarv Check Amount Total 

1306 
1307 

February 4, 1987 
February 4, 1987 

Alpha & Beta 
Alpha & Beta 

o 20,800 
21,006 

1308 
1313 
1321 
1327 
1633 
1705 
2807 

February 4, 1987 
February 4, 1987 
February 10, 1987 
February 10, 1987 
April 24, 1987 
April 30, 1987 
October 22, 1987 

Alpha & Beta 
Alpha & Beta 
Antonio Flores 
Antonio Flores 
Horacio Perez 
Horacio Pdrez 
Carlos H. Castro 

21,606 
24,335 
8,560 

21400 
24,868 
5,94 

10,500 

87,747 

29,960 

30,852 

2808 October 22, 1987 Carlos H. Castro 14,200 
2810 October 22, 1987 Carlos H. Castro 13,000 37,700 
2949 November 20, 1987 Carlos Castro 14,200 
2950 November 20, 1987 Carlos Castro 13,00 27,200 
1994 June 19, 1987 Sidney G. Francia 24,750 
1995 
1996 
1997 

June 19, 1987 
June 19, 1987 
June 19, 1987 

Sidney G. Francia 
Sidney G. Francia 
Sidney G. Francia 

24,450 
22,820 
18,150 

1998 
2000 
2179 
2181 

June 19, 1987 
June 19, 1987 
July 24, 1987 
July 24, 1987 

Sidney G. Francia 
Sidney G. Francia 
El Bodeg6n 
El Bodeg6n 

13,200 
23,100 

5,723 
7,498 

126,470 

2182 
2247 
2248 

July 24, 1987 
July 29, 1987 
July 29. 1987 

El Bodeg6n 
El Bodeg6n 
El Bodeg6n 

18,658 
10,880 
17,143 

31,879 

2253 
2254 
2569 
2570 

July 29, 1987 
July 29, 1987 
September 24, 1987 
September 24, 1987 

El Bodeg6n 
El Bodeg6n 
El Pinito 
El Pinito 

7,802 
13,4 
16,830 
16,830 

49,259 

33,660 
2657 
2658 

September 30, 1987 
September 30, 1987 

El Pinito 
El Pinito 

13,834 
10,878 

2659 
2660 

September 30, 1987 
September 30, 1987 

El Pinito 
El Pinito 

18,496 
23,120 

2661 September 30, 1987 El Pinito 13,722 
2662 
2663 
2664 
2772 

September 30, 1987 
September 30, 1987 
September 30, 1987 
October 21, 1987 

El Pinito 
El Pinito 
El Pinito 
El Pinito 

11,880 
17,812 
2 
24,782 

130,200 

2774 October 21, 1987 El Pinito 350 
2776 October 21, 1987 El Pinito 11.560 36,692 
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2279 
2290 
2291 
2292 
2293 
3953 
3963 
3964 
3965 
3966 
3967 
3968 
3969 
3970 
3971 
3972 
3973 
3974 
3975 
3997 
3999 
4000 
4007 
4008 
4009 
4010 
4011 
4012 
4013 
4014 
4015 
4016 
4017 
4064 
4071 
4072 
4073 
4074 
4075 
4077 
4078 
4079 
4094 
4080 
4081 
4083 
4084 
4085 
4087 
4088 

July 30, 1987 
July 30, 1987 
July 30, 1987 
July 30, 1987 
July 30, 1987 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 8, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 6, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 13, 1988 
May 20, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 19, 1988 
May 20, 1988 
May 20, 1988 
May 20, 1988 
May 20, 1988 
May 20, 1988 
May 20, 1988 
May 20, 1988 

Juar. D. Palacios 
Juan D. Palacios 
Juan D. Palacios 
Juan D. Palacios 
Juan D. Palacios 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodegon 
El Bodeg6n 
El Bodeg6n 
El Bdceg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodegon 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodcg6n 
El Bodeg6n 
El Bodeg6n 
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23,250 
9,450 
6,300 
6,400 
7,875 53,275 

15,840 
22,750 
22,750 
22,750 
22,750 
22,750 
11,981 
19,500 
22,750 
21,904 
23,914 
13,444 
16,922 
5,900 265,805 
9,750 

16,575 
2,160 

22,100 
22,100 
16,575 
16,575 
24,120 
22,210 
24,170 
23,100 
18,745 
24,840 
22,260 265,280 
18,360 18,360 
18,000 
23,456 
19,779 
22,151 
23,755 
22,100 
22,100 
22,100 

9,532 182,973 
22,100 
22,100 
22,100 
22,587 
16,575 
9,532 

16,575 
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4089 May 20, 1988 
4092 May 20, 1988 
4096 May 20, 1988 
4124 May 27, 1988 
1044 November 13, 1986 
1043 November 13, 1986 
1638 April 24, 1987 
1641 April 2-1, i987 
1643 April 24, 1987 
1811 May 26, 1987 
1812 May 26, 1987 
1813 May 26, 1987 
1814 May 26, 1987 
1815 May 26, 1987 
1816 May 26, 1987 
2794 October 22, 1987 
2793 October 22,1987 
2801 October 22, 1987 
2792 October 22, 1987 

Total questionable costs 

Note 6- Monetar' Unit 

El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Bodeg6n 
El Sembrador 
El Sembrador 
Angel Herrera 
Angel Herrera 
Angel lerrera 
El Cafetal6n 
El Cafetal6n 
El Cafetaldn 
El Cafetal6n 
El Cafetal6n 
El Cafetal6n 
Josd Ernesto Castillo 
Jos6 Ernesto Castillo 
Josd Esteban Alernin 
Jos6 Esteban Alemin 

16,575 
9,532 

16,575 
10,461 184,712 

8,525 
22,212 30,737 
24,750 
24,750 
24,750 74,250 
11,570 
6,266 

13,221 
9,216 

11,840 
12.221 64,334 
22,500 
15,00 37,500 
24,990 
22,200 47,190 

¢ 1,846.035 

¢ 2,127,331 

The fund accountability statement of the project is expressed in Salvadorean colones (¢) the 
currency of El Salvador. The official rate with the U.S. dollar from July 1, 1985 to 
January 21, 1986 was e2.50 to US$1.00 and from January 22, 1986 to the end of the audit 
period it was c5.00 to US$1.00. 
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Peat, Marwick, Mitchell & Co. (Latin America), S. A. 

Ave. O!impca 3324 A ridaddoPo~tal 1276 Teldftonos. 240963 24-1351 

San Salvador Sx, Sflv,dof Telex20768 Veuitatem 

ElSalva lor [ I S'ltvdor Telefax1503) 236081 

|1EALTl1 AND .OBS FOR
 
DISPI.ACEI) FAMILIES P1O.IECT
 

WIr'l V)RII)RLIIEI
 
USAID/EI, SAI,VAI)OR P)O.IECT No. 519-0281
 

REPORT ON TIlE INTERNAL CONTROL STRUCTURE, 

AUDITOR'S OPINION 

We have audited the fund accountability statement of tfI tealth and Jobs for Displaced 
Families Project, USAID/El Salvador Project No. 519-0281, managed by World Relief for 
the period from July 1, 1985 to June 30, 1988, and have issued our report thereon dated 
August 11, 1989. 

We conducted our audit in accordance with generally accepted auditing standards and the 
"Government Auditing Standards" (1988 Revision) issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain 
reasonable assuraniice about whether the financial statements ',:e free of material 
misstatement. 

In plannin g and picrforminig our audit of the fund accountability statement of the Itealth and 
Jobs for Displaced Families Project (the Project) for the period from July 1, 1985 to June 
30, 1988, we considered World Relict's internal control structure in order to determine our 
auditing procedures for the purpose of cxpre:;sing our opinion on the financial statements 
and not to provide assurance on the internal control structure. 

The management of World Relief is responsible for establishing and maintaining an internal 
control stnucture. In fulfilling this responsibility, estimates and judgments by management 
are required to assess the expected benefits and related costs of internal control structure 
policies and procedures. The ohjectives of an internal control structure are to provide 
imanagement with reasonalble, but not absolute, assurance that assets are safeguarded 

again.st loss from unauthorized use or disposition, and that transactions are executed in 
accordance with management's authorization and recorded properly to permit the 
preparation of financial statements in accordance with generally accepted accounting 
principles. Because of inherent limitations in any internal control structure, errors or 
irregularities mav nevertheless occur and not be detected. Also, projection of any 
evaluation of the structure to future periods is subject to the risk that procedures may 
become inadequate because )fchanges in conditions or that the effectiveness of the design 
and operation of policies amt procedures tnay deteriorate. 

For the purpose of this report, we have classified the significant internal control structure 
policies and procedures in the following categories: 
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- Cash receipts 
- Cash disbursements 
- Payroll 
- Inventory Control 
- Purchasing and receiving 

For all of the internal control structure categories listed above, we obtained an 
understanding of the design of relevant policies and procedures and whether they have been 
placed in operation, and we assessed control risk. 

We noted certain matters involving the internal control structure and its operation that we 
conwider to be reportable conditions uinder standards established by the American Institute 
of Certified Public Accountants. Reportable conditions involve matters coming to our 
attention relating to significant deficiencies in the design or operation of the internal control 
structure that, in our judgment, could adversely affect the entity's ability to record, process, 
summarize, and report financial data consistent with the assertions of management in the 
financial statements. 

Our evaluation revealed the following reportable conditions: 

The reports submitted to A.I.D.did not reconcile with the accounting records and the 
accounting records did not reflect the same amount as A.I.D. showed as having been 
disbursed. 

2) There was a difference between expenses recorded by World Relief and USAID/El 
Salvador. 

3) The accounting records and the fund accountability statement for the project did not 
reconcile. 

4) There was lack of evidence that cattle were delivered to project beneficiaries. 
5) There were inadequate inventory controls over construction materials. 
6) There was lack of evidence that goods were received by World Relief. 
7) Basic grains were delivered without evidence of authorization.
 
8) A file on shipments of basic grains was not maintained.
 
9) Controls over data processing were inadequate.
 
10) Bank reconciliations were not properly prepared and apparently were not reviewed.
 
11 ) Supporting documentation for payments was not cancelled with a stamp.
 
12) Accounting manual for the project was out of date.
 
13) The organization lacked a personnel training program.
 
14) There was lack of supporting documentation for some travel expenses.
 
15) Purchase and distribution of foreign currency lacked supporting documentation.
 

A material weakness is a reportable condition in which the design or operation of the 
specific internal control structure elements does not reduce to a relatively low level the risk 
that errors or irregularities in amounts that would be material in relation to the financial 
statements being audued may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions. 
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Our consideration of the internal control structure would not necessarily disclose all matters 
in the internal control structure that might be reportable conditions and, accordingly, would 
not necessarily disclose all reportable conditions that are also considered to be material 
weaknesses as defined above. We believe that the reportable conditions Nos. I to 10 
described above are material weaknesses. 

This report is intended so,!ely for the use of World Relief and the Unitcd States Agency for 
International Development. This restriction i'; not intended to limit the distribution of this 
report, which upon acceptance by the Offi,.; of the Inspector General, is a matter of public 
record. 

August 11, 1989 
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HEALTII AND JOBS FOR
 
DISPILACED FAMIIIES PROJECT
 

WITH WORLI) RELIEF
 
USATD/EL SALVADOR PROJ,ECT No. 519-0291
 

REPORT ON THE INTERNAL CONTROL STRUCTURE
 

FINDINGS
 

1) 	 The Reports Submitted to A.I.D. Did Not Reconcile With the Accountine Records 
and the Accounting Records Did Not Reflect the Same Amount as A.I.D. Showed as 
Havingz Been Disbursed 

Condition 

As of June 30, 1988, World Relief El Salvador reported expenditures amounting to 
¢22,446,576 to USAID/El Salvador but its records showed expenditures of 
¢23,379,668, which is a difference of ¢933,092 that has not been reconciled. For 
example, for the month of June 1988, World Reliefs records showed expenditures 
of ¢1,384,204 but it reported ¢1,386,853 to the Mission. (See note 3a to the fund 
accountability statement.) 

As of the same date, USAID/EI Salvador confirmed to have disbursed c25,647,781 
to World Relief El Salvador but World Relief El Salvador's records showed receipts 
of c24,376,216, including deposits in transit, with World Relief headquarters 
confirming to have received ¢1,208,999. This results in a net difference of ¢62,566 
which has not been reconciled. (See note 3c to the fund accountability statement.) 

Criteria 

Financial information reported to A.I.D. should be accuratL and in agreement with the 
accounting records. Also, the organization's records should reconcile with A.I.D.'s. 

Cause 

The accounting records were inadequate, financial reports were not prepared based on 
them, and periodic reconciliations between the organization's records and A.I.D.'s 
had not been performed. 

Effect 

Financial information submitted to A.I.D. was not reliable. 

Recollnlendat;on: 

USAID/El Salvador should require World Relief to: 

a) 	 Establish adequate accounting records for the project, which should include a 
general ledger, journal ledger, and subsidiary records. 
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b) 	 Reconcile the financial information per its records with the reports submitted to 
A.I.D. 

c) 	 Reconcile the funds received from A.I.D. with its records. 

d) 	 Evidence in writing that the reports submitted to A.I.D. are reviewed and 
approved by responsible officials. 

2) 	 There Was a Difference Between Expenses Recorded by World Relief and USAID/EI 
Salvador 

Condition 

During our review, we found that World Relief El Salvador lacked procedures for 
periodically reconciling expenses recorded for the project with project expenses 
recorded by USAID/EI Salvador. As of June 30, 1988, there was a difference 
between the two sets of records amounting to 4,821,947 which had not been 
reconciled. (See nc:e 3b to the fund accountabiliy statement.) 

Criteria 

An adequate internal control system requires that the transactions recorded by an 
institution be periodically reconciled with information provided by a third party. 

Cause 

World Relief attributed this situation to the inability of its initial accounting staff to 
cope as the project budget was greatly expanded beginning in January, 1988. 
Additionally, it felt that such reconciliations should be A.I.D.'s responsibility. 

Effect 

The lack of a reconciliation procedure for the transactions recorded by World Relief 
and the ones recorded by USAID/EI Salvador, does not allow an adequate control 
over the usage and recording of the funds assigned to the project. 

Recommendation 

World Relief should reconcile the expenses recorded for the project with USAID/El 
Salvador records, on a monthly basis. These reconciliations should be documented 
and reviewed and authorized hy responsible officials in writing. 
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3) 	 The Accounting Records and the Fund Accountability Statement for the Project did 
not Reconcile 

Condition 

The fund accounting system used by World Relief to assure the control and 
accountability for all project funds was not operating satisfactorily as evidenced by an 
unreconciled difference of 789,636 between the funds balance reflected in the 
accounting records versus the fund accountability statement of June 30, 1988. (See 
note 3d to the fund accountability statement.) 

Criteria 

OMB Circular A- 110 requires recipients of federal funds to maintain financial 
management systems which provide for accurate, current and complete disclosure of 
the financial results of each project, records that identify adequately the source and 
application of funds, and effective control and accountability for all funds. 

Cause 

World Relief apparently failed to apply ih( proper reconciliation procedures to assure 
the accuracy of its accounting records. 

Effect 

There are inadequate controls over project funds received and expended. Project 
funds could be used for other purposes without being detected. 

Rk-commendation 

USAID/EI Salvador should require World Relief to reconcile the difference between 
its accounting records and the fund accountability statement as of June 30, 1988. 

4) 	 There Was I(ack of Evidence that Cattle were Delivered to Project 3,ncficiaries 

Condition 

World Relief lacks written evidence to support that all the ¢1,509,213 worll of cattle 
acquired with project funds through June 30, 1988 were actually delivered to project 
beneficiaries. World Relief showed us documentation that would indicate that some 
beneficiaries signed for the cattle they received, however in most cases the 
documentation was not signed. We did not attempt to physically verify that project 
beneficiaries actually received the cattle because the beneficiaries were located in areas 
of conflict. 
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Criteria 

An adequate internal control system should include procedures that ensure that goods 

and services purchased are recieved by project beneficiaries as intended. 

Cause 

World Relief did not cstablish the procedures necessary to track and document the 
distribution of the cattle. 

Effect 

It was not feasible to verify whether all the cattle acquired with project funds were 
actually received by the project beneficiaries. 

Recommendation 

USAID/EI Salvador s'iould require World Relief to: 

a) Implement control procedures to ensure that the distribution of the cattle to the 
project's beneficiaries is documented. Such documentation should indicate the 
name and signature of the beneficiary and approval by responsible officers. 

b) 	 Provide as much positive evidence as exists to document the atnount of cattle 
purchases delivered to project beneficiaries through June 30, 1988. That 
portion of the total cl ,509,213 of cattle purchases through June 30, 1988 for 
which positive proof of receipt by project beneficiaries calit be provided is 
considered to be a questionable cost. 

5) 	 There Were Inadequate Inventory Controls Over Constniction Materials 

Condi ion 

When we evaluated the procedures adopted hv World Relief to maintain control over 
their inventories, we determined that the accounting department does not have any 
control over the construction materials. 

Critera 

Adequate inventory control procedures need to be in place to minimize the possibility 
of inventory losses. 

Cause 

World Relief had not considered the risk that it was accepting by not establishing 
controls over its inventories. 
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Effect 

The lack of controls over inventories could mean that these items could be used for 
activities not related to those of the project and that ihis would not be promptly 
detected. 

Recoinendation 

USAID/EI Salvador should require World Relief to establish the use of inventory 
cards (kardex) and numbered receipt and issue forms to control construction materials 
inventories. Also, the inventory amounts reflected in World Relief's accounting 
records should be periodically verified by performing physical inventories of the 
goods and proilptly investigating and resolving any differences noted. 

6) There Wa, Lack oftEvidencc that Goods Were Received 1w World Relief 

Condition 

During our audit, we detected that World Relief lacks procedures for documenting the 
receipt of goods and services acquired with project funds. Some of tilecases detected 
are the following: 

Do t lencfiiry Concer Amount 

539 May 16, 1986 Qufmica Hocchst Fertilizers ¢ 13,290 
248 Jan. 31, 1986 La Casa Castro Agricultural machinery 18,450 

1638 April 24, 1987 Angel lterrera Construction materials 24,750 
4195 June 2, 1988 CECOSA Construction materials 4,600 

¢ 61,090 
(See note 5d to the fund accountability statement.) 

Criteria 

All organizations should establish procedures which require adequate controls over 
the custody of goods and services acquired including supporting do "--entation 
evidencing the delivery of goods to beneficiaries. Receipt and issue fomis should be 
used to document the movement of all goexts acquired by the project. 

World Relief did not give high priority to the establishment of controls over the 
receipt and issue of materials acquired with project funds. 

Effec 

The lack of use of receipt and issue forms to control materials and supplies acquired 
by World Relief with project funds does not permit determination of whether the 
materials and supplies were actually received by either World Relief or its project 
beneficiaries. Losses or unauthorized disposals could occur without being detected. 
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Recommendation 

World Relief should implement the use of numbered receipt and issue forms to 
support all the purchases acquired with project funds and issues to project
beneficiaries. Such forms should be approved in writing by responsible officials 
with issue forms indicating the subproject and name and signature of the person who 
recieved the materials. 

7) Basic Grains were Delivered without Evidence of Authorization 

Condition 

During our audit, we found that certain shipments of basic grains were delivercd 
without a proper authorization by a responsible official of World Relief. 

Some of the cases are the following: 

Shipment No. Date Destination 

408 May 11, 1988 Suchitoto, Cuscathin 
129 April 12, 1988 Tenancingo, Cuscatlin 
205 April 16, 1988 San Cayetano Istepeque, San Vicente 
409 May 11, 1988 Suchitoto, Cuscathin 
212 April 18, 1988 San Vicente 
443 May 14, 1988 Potonico, Chalatenango 
210 April 15, 1988 Santo Domingo, San Vicente 

Criteria 

The delivery of basic grains to the communities must be properly authorized by 
responsible officials of the institution. 

Catse 

Missing signatures were an oversight. World Relief provided the warehouseman a 
copy of the schedule of deliveries each day and he released the commodities based on 
these schedules. World Relief considered this procedure to be effective. 

Effect 

The lack of written authorizations for the delivery of basic grains to the communities 
weakens control over ,.ctt items and also could lead to the grains being used for non 
project purposes. For example, as explained in finding No. 8 of this section, the 
controls exercised do not prevent further shipments from being made in addition to 
those authorized in the daily schedule of deliveries. 

Recommendation 

USAID/EI Salvador should require World Relief to authorize all shipments of basic 
grains prior to their dispatch to the receiving communities. 
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8) A File on Shipments of Basic Grains was Not Maintained 

Condition 

During our audit we verified that the coordinating department for the Basic Grains 
component does not maintain a file on shipments delivcrcd to each one of the 
subprojects. Additionally, we noted that voided delivery forms are destroyed without 
leaving an audit trail regarding the underlying transaction. 

Criteia 

In order to ensure an adequatte control over shipments of basic grains it is necessary 
to maintain files for shipments delivered which should include all the information 
necessary for internal control purposes. 

World Relief did not retain copies of the prenumbered shipment documents for basic 
grains deliveries. While it maintained logs showing authorized daily shipments, these 
logs were not cross referenced to the applicable shipment documents. 

Effect 

The lack of a file on basic grains shipments delivered to the different subprojects 
seriously weakens the degree of control that can be exercised over the distribution of 
basic grains. Lack of an audit trail on all transactions, including voided transactions, 
makes it difficult to account for all the prenumbered forms that may have been used 
and to verify that planned deliveries were actually made to the intended recipient. 

Recommendation 

iSAID/E Salvador should require World Relief to maintain a file on shipments of 
b sic grains as a control measure over such distributions. Such file should include 
voided delivery forms as well to maintain a clear audit trail on all distribution activities 
for basic grains. 

9) Controls Over Data Processing Were Inadequate 

Condition 

During our audit, we detected that there is a lack of policies and procedures providing 
assurance that the access codes for entering information into the computers by the 
operators are known only by them and authorized administrative officials. In 
addition, these codes are not periodically changed. 

25
 



KPMG Peat Marwick 

Criteria 

Adequate controls over the data processing system should include policies and 
procedures to control the access to the system and to restrict the use of the system to 
authorized personnel through access codes which are changed periodically. 

Cause 

World Relief was not aware of the Lontrols necessary to safeguard its data processing 
system. 

Effect 

The lack of policies and procedures in the data processing area to control access to the 
system could result in unauthorized personnel gaining access to the installation and 
system, thus resulting in the altering of system records. 

Recommendation 

World Relief should design and implement policies and procedures to assure that its 
data processing system is adequately safeguarded and controlled, and it should 
periodically change the access codes of personnel authorized to use the computer 
system. 

10) 	 Bank Reconciliations Were not Properly Prepared and Apparently Were Not 
Reviewed 

Condition 

Bank reconciliations do not indicate :he beneficiary's name and check date on 
outstanding checks. Also, the reconciliations lacked written evidence of having been 
re. iewed and approved by responsible officials. 

Urteri,~ 

Bank reconciliations should be reviewed and approved by responsible officials to 
ensure that they are free of misstatements. The information on in-tran:dit transactions 
is needed to identify any unusual transactions which may warrant further 
investigation. 

Qaus 

World Relief's bank reconciliation forms were designed to be reviewed and 
approved, but apparently the reviews we:re not being made. 

ffeU 

The lack of review and approval of the bank reconciliations could hinder the timely 
detection of errors or irregularities in the use of nroject funds. 
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Recomendation 

USAID/EI Salvador should require World Relief to review and approve bank 

reconciliations in writing. These reconciliations should detail in-transit transactions. 

11) Supporting Documentation for Payments was not Cancelled with a Stamp 

Condition 

During our audit, we detected that documentation supporting World Relief's 
disbursements was not stamped "paid" on a consistent basis. In addition, the stamp 
used (' -., not indicate the date and number of the check. The tested disbursements 
for which the stamp was not used were as follows: 

N. 29flcinar Concept Amount 
3859 April 21, 1988 Moore Business Forms Purchase of computer ¢ 19,105 
3929 April 28, 1988 Shell tie El Salvador Purchase of gasoline 10,440 
3865 April 21, 1988 Roberto Molina Vehicle rental 14,500 
3927 April 28, 1988 El BgxlegIn Construction materials 18,450 
3912 April 28, 1988 Gustavo ttcmridez Purchase of pigs 24,000 

Criteria 

Adequate procedures should be included in the internal control system that would 
assure that all documentation supporting payments is stamped "paid" before the check 
is signed. The stamp should indicate the date and check number. 

Cause 

The administration did not follow its own procedure in this area. 

Effect 

This situation could lead to the undetected duplication of payments. 

Recommendation 

World Relief should ensure that all documentation suppcrting payments made by the 
project is cancelled with a stamp indicating the bill has been paid, the check number, 
and the date of payment. The supporting documentation should be cancelled before 
the check is signed. 

12) Accounting Manual for the Project Was Out of Date 

Condition 

The accounting manual used by World Relief was general in nature and did not reflect all the 
aCcounts being used to record and summarize transactions. 
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Criteria 

The accounting system should be supported by an accounting manual which should 
fully explain how transactions should be recorded. 

Cause 

The manual was prepared in 1982 for World Reliefs worldwide operations and 
therefore it contained a general chart of accounts and general procedures. However, 
the specific reporting requirements of the local agreement with USAID/EI Salvador 
required the use of further delineations within the general chart of accounts which had 
not been incorporated into the manual. 

Effect 

The lack of an updated accounting manual could result in transactions not being 
recorded on a consistent basis causing financial information to be unreliable. 

Recommendation 

World Relief should revise its accounting manual according to the current needs of 
the institution and the project so as to allow it to adequately record project transactions 
to generate reliable financial information to meet USAID/El Salvador's needs. 

13) The Organi73tion LIacked a lersonnel Trainin , Proiun 

Condition 

During our audit, we detected that certain accounting and financial personnel seemed 
to lack the capability needed to adequately perform their functions and 
responsibilities. 

Criteria 

The institution should have the assurance that its personnel are competent to perform 
their functions and responsibilities. 

Cas 

We attribute this situation to World Reliefs lack of formal training programs for its 
personnel. 

Effect 

Inadequately trained accounting and financial personnel may not be able to adequately 
control and satisfactorily account for the project's activities. 
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Recommendation 

World Relief should implement a formal training program for its administrative 
personnel in tile areas targeted towards increasing theiraccounting and financial 
competence. In addition, their activities should be supervised. 

14) There \Vas Lack of Supporting Doctmentation for Some Travel Expenes 

Condition 

Some disbursements for travel expenses were not supported by invoices or any other 
documentation as proof that the expenses were incurred. The cases detected are as 
follows: 

Check No, Date Benefieiary Amount 

3285 Jan. 20, 1988 PAN AM ¢ 2,400 
1102 Oct. 19, 1987 Maria Witherell 3,520 
3904 April 27, 1988 Atilio Flores 1,000 

Criteria 

A.I.D. requires travel expenses to be supported with adequate documentation, 
identifying places and dates and prior A.I.D. approval when international travel is 
required. 

Cause 

World Relief failed to follow agreement requirements. 

Effec 

Tile lack of supporting documentation for travel expenses does not permit verification 
as to whether the funds assigned to the project were used for project activities only. 

RCcommendtion 

USAIDI/EI Salvador should require World Relief to support each trip performed by
World Reliet':; personnel with a travel voucher supported by required invoices and 
receipts, evidence of the places visited, and departure and arrival times. Such travel 
vouchers should be approved by responsible officials. In addition, for international 
travel tileadvance approval from A.I.D. is required. 
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15) Purchase and Distribution of Foreign Currency Lacked Supporting Documentation 

Condition 

During our review of disbursements made by World Relief, we determined that Gary 
Wheaton Bank account check No. 1065 for US$1,800, which is for expenses related 
to a seminar received in Guatemala by Marfa R. Wetherell and Edith Ciceres, was 
made to the order of Edgardo Pirez who, according to comments made by the general 
accountant, was the person from whom local currency was bought and subsequently 
given to the seminar attendees. We found no documented evidence supporting the 
amount of local currency received by the attendees. In addition, we did not find 
documentation specifying the excLh~ge rate at wli:h :,:u currency vas acquired. 

Criteria 

The disbursements made by the institution should be documented with respective 
supporting evidence. 

CauLSe 

World Relief did not have proper controls over travel expenses. 

Effeci 

The failure to document disbursements made by World Relief with respective 
supporting evidence does not allow for adequate control over the funds assigned to 
the project. 

Recommendation 

Disbursements made by World Relief should be documented with respective 
supporting evidence, without exce,,tion. In addition, documented evidence 
supporting the purchase of foreign currency should indicate the exchange rate at 
which funds were acquired and, if such currency is provided to travelers as a travel 
advance, the recipients shown sign for the funds received. 
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Peat, Marwick, Mitchell & Co. (Latin America), S. A. 

Ave. Ohi 1Lc,a3324 Ap,irtacld PoIIJI1276 Teldfonos: 24-0963 24-1351 

San Salvador Sr 5;,"I'dm Tehx 20768 Veitatern 

El Salvador Fl S,PIvjd,,l TvIefax 1503) 236081 

!!EALTll AND JOBS FOR
 
DISPLACEI) FAMIIES PRO.IECT
 

Wi111 \VORL) RE III,!F
 
USAII)/EI, SAI,VAI)OR PRO.IIC'T No.519.0281
 

REPORT ON C(OMI.IIANCE vrrl AGREEMENT TERMS 

AND APIPII'AIILE LAWS AN) REGULAT!TI 

AUI)ITOR'S OPINION 

We have audited the fund accountability statement of the H-Icalth and Jobs for Displaced 
Families Project, USAID/El Salvador Project No. 519-0281, managed by World Relief for 
the period from July 1, 1985 to June 30, 1988, and have issued our report thereon dated 
August 11, 1989. 

Except as discussed in the following paragraphs, we conducted our audit in accordance 
with generalky accepted auditing standards and the "Government Auditing Standards" 
1988 Revision) issued by the Comptroller General of the United States. Thllose standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 
fund accountability statement is free of material misstatement. 

Compliance with agreement terms and applicable laws and regulations is the responsibility 
of World Relief's management. As part of obtaining reasonable assurance about whether 
the financial statements are free of material misstatement, we performed tests of World 
Reliefs compliance with certain provisions of the agreement and applicable laws and 
regulations. Ilowever, our objective was not to provide an opinion on overall compliance 
with such provisions. 

We encountered the following matters which limited the scope of our review: 

a) 	 As described in Note 3 to tile fund accountability statement, the reports submitted by 
World Relief to A.I.D. do not reconcile with its accotnting records by an amount of 
933,092: there is a difference of ¢4,821,947 between the expenditures according to 

World Reliefs records compared with the expenditures in A.I.D. records; the funds 
disbursed by A.I.D.do not reconcile with those recorded by World Relief as received 
by an amount of C62,566; the fund accountability statement shows a positive balance 
outstanding of ¢634,646 while World Relief records show a negative balance of 
€164,990, and we were not able to apply alternative procedures to satisfy ourselves 
as to the differences. 

b) 	 As described in Note ,4to the fund accountability statement, and finding No. I of our 
report on compliance with agreement terms and applicable laws and rfg,,lationw, the 
amount of overhead that World Relief El Salvador charged to USAID/EI Salvador 
does not reconcile with its accounting records by a difference of ¢862,051. In 
addition, none of the reimbursements for overhead were recorded by World Relief El 
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Salvador or deposited in its bank account. Instead, they were transferred to World 
Reliefs headquarters in Wheaton, Illinois. As of June 30, 1988, World Relief 
headquarters confirmed to have received ¢1,208,999 in overhead for the period from 
July 1, 1985 to September 30, 1987. We were unable to determine the correct 
amount that should be charged to the project as overhead because the agreement did 
not clearly establish the rates and bases to calculate the overhead. In addition, for the 
period from October 1, 1987 to June 30, 1988 the rac and base applied by World 
Relief in El Salvador apparently were those negotiated by World Relief headquarters 
with A.I.D. Washington. 

c) 	 Due to the lack of supporting documentation on the distribution and transfer of 
ownership to ?roject beneficiaries of cattle procured with project funds and because 
we could not physically inspect the projects located in areas of conflict, we were not 
able to verify that project beneficiaries received the cattle. As of June 30, 1988, 
accoi ding to World Reliefs records, the amount expended for cattle purchases was of 
¢1,500,213. (See finding No. 4 of our report on the internal control structure). 

d) 	 As men'ioned in Note 5 to the fund accountability statement, we identified certain 
transacti-ms in the amouat of ¢2,127,331 which are considered to be questionable 
costs due to insufficient documentation or because they were not in compliance with 
agreement terms. 

Because of the matters described in the preceding paragraph, the scope of our audit work 
was not sufficient to enable us to express, and we do not express, positive assurance on the 
items tested for compliance with the terms of the agreement and applicable laws and 
regulations or negative assurance on untested items. Nevertheless, we did note the material 
and non material instances of noncompliance noted in the paragraphs that follow. 

Material instances of noncompliance are failures to follow requirements, or violations of 
prohibitions, contained in statutes, regulations, or in the agreement that cause us to 
conclude that the aggregation of the misstatements resulting from those failures or 
violations is material to the fund accountability statement. The results of our tests of 
compliance disclosed findings No. I to 2 in tile pages that follow which are material 
instances of noncompliance, the effects of which have not been corrected in World Reliefs 
fund accountability statement as of June 30, 1988. 

Our review also disclosed non material instances of noncompliance as disclosed in findings 
No.3 to 5 in the pages that follow. While these conditions are not material in their effect on 
World Reliefs fund accountability statement as of June 30, 1988, we believe they are 
significant to tile managenent of the project. 

l-his report is intended solely for the use of World Relief and the United States Agency for 
International Development. This restriction is not intended to limit tile distribution of this 
report, which upon acceptance by the Office of the Inspector General, is a matter of public 
record. 

&7,%~d ,44q 
August 11, 1989 
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HEALTH AND .OBS FOR
 
DISPLACEI) FAMILIES PRO.IECT
 

WITH WORLD REIEF
 
SALVADOR PROJECT N. 519.0281LUSAID/EL 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS 
AND APPLICABLE LAWS ANT) REGULATIONS 

FINDINGS 

1) 	 World Relief El Salvador Could Not Justify the Amount of Overhead Charged to the Project 

Condition 

During our review we detected deficiencies in the accountability for overhead as follows: 

a) 	 From the beginning of the project on July 1, 1985 to September 30, 1987, 
World Relief El Salvador did not record in its accounting records the overhead 
chargcs that it made to USAID/EI Salvador or the reimbursements received 
against these charges. The reimbursements were passed through to World 
Relief headquarters in Wheaton, Illinois and that organizatio2: confirmed that it 
had received ¢1,208,999 in such reimbursements for the period. We requested 
World Relief El Salvador to provide us the basis for the calculation of overhead 
charges to the project but they were unable to provide it. 

b) 	 As of June 30, 1988, the financial information related to the overhead was as follows: 

Amount charged by World Relief El Salvador 
according to USAID/EI Salvador's records 
for the period from July 1, 1985 to June 30, 1988 0 1,610,695 

Amount charged to USAID/EI Salvador 
according to World Relief El Salvador's records 
for the period from July 1, 1985 to June 30, 1988 1,798,125 

Overhead expenses incurred per World Relief 
El Salvador's records for the period from October 
1, 1987 to June 30, 1988 	 2,660,176 

The differences have not been reconciled. 

c) 	 World Relief El Salvador charged some indirect costs directly to the project. 
Within the fund accountability statement's category of operational expenses, 
World Relief charged ¢1,566,123 for rent of their building, vehicle 
maintenance, materials and office supplies, telephone, rent of vehicles, 
maintenance of office equipment and other miscellaneous expenses. These 
items normally are considered to be indirect charges. 
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Criteria 

The amount of overhead charged to the project should be based upon the rates and 

bases established in the agreement. 

Cause 

World Relief El Salvador could not justify the amount of overhead charged to the 
project because it was not certain of the overhead rates and allocation bases that were 
in effect throughout tie project. The agreement had 7 amendments from July 1, 1985 
to June 30, 1988, which affected the overhead, and on amendments Nos. 4 through 7 
the ceiling amount for overhead was increased without specifying the rate and 
allocation base in effect. Additionally, for the period from October 1, 1987 to June 
30, 1988 tilerate and base applied by World Relief El Salvador apparently was that 
negotiated by World Relief headquarters with A.I.D.Washington. 

Regarding the indirect expenses charged as direct costs to the project, World Relief El 
Salvador and A.I.D. apparently had not specified whether or not World Relief could 
directly allocate such costs to tilebenefiting direct cost centers with a resulting 
reduction in the overhead rate charged for the project. However, we noted that World 
Relief had no system for assuring that such indirect costs were applied equitably to 
the direct cost centers based on benefit received. 

Effect 

World Relief El Salvador could net justify its overhead charges to the project and its 
accounting records did not reflect all of the project's transactions. Indirect costs were 
charged as direct costs to the project with the result being on apparent double 
charging of such indirect costs. Additionally, we were unable to determine whether 
all the reimbursements received from overhead charges were deposited. 

Recommendation 

USAID/El Salvador should: 

a) 	 reviev the agreement and determine the rate and the base to be applied during 
each project period in the calculations of overhead charges against the project; 

b) 	 review World Relief's operational expenses as per its fund accountability 
statement and determine v,nether the ¢1,566,123 of indirect type costs cited in 
this finding have been improperly charged to the project as direct costs; 

amounts of overhead that 
should be charged to the project and from these results reconcile with the 
amounts charged to and received from A.I.D. and reimburse or bill A.I.D. the 
difference; and 

c) 	 require World Relief El Salvador to recalculate tile 

d) 	 require World Relief to demonstrate where all the payments received from 
A.I.D. for overhead were deposited, and require World Relief El SJvador to 
record such reimbursements in its accounting reco 4s. 

34
 



KPM#G Peat Marwick 

2) Purchases Were not in Compliance with the A~eement Terms 

Condition 

Purchases of ¢1,846,035 were apparently split in order to circumvent te agreement 
requirements to obtain A.I.D. approval and competitive bids for purchases greater 
than US$5,000. (See note 5e to the fund accountability statement.) In addition, for 
purchases of ¢3,269,869, made for amounts greater than US$10,000; no written 
approval was received from A.I.D. 

Criteria 

According to the agreement terms, acquisitions for more than US$5,000 should be 
approved by A.I.D. and must be supported by at least three quotations. 

Regarding the splitting of purchases to stay bellow the US$5,000 approval threshold, 
management apparently willfutly allowed this practice in ord,:r to circuni t the 
agreement requirements. llovever, with regard to the purchase aniounts that 
exceeded US$10.000, World Relief supplied the USAID/EI Sa vadcr project officer 
with all the pertinent information, but the project officer neglected to :is approval 
in writing. 

Effect 

Acquisition procedures were not in compliance with the terms of the agreement. 
Purchases may not have been made at competitive prices resulting in either waste or 
misuse of project funds. 

Recommendation 

USAID/E1 Salvador should require World Relief to comply wiih, the terms of the 
agreement regarding the acquisition of goods and services costing more than 
US$5,000 by obtaining A.I.D. approval. The practice of splitting purchases to avoid 
these requirements should be stopped immediately. Also, for those purchases that 
USAID/EI Salvador approves of, the approvals should be in writing. 

3) International Air Travel and Transportation Expenses Were Incurred Without Written 

Approval from A.I.D. 

Condition 

During our audit we detected zhat World Relief's personnel performed international 
travel which was charged to the project. However, written approval was not obtained 
from A.I.D. Tile expenses for this travel are the following: 
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Check No. D= Beneficia ConceAmount 

3904 April 27, 1988 Atilio Flores Seminar in Guatemala 
City. 1,000 

3285 January 20, 1988 PAN AM Purchase of (4)round 
trip air fares 
San Salvador/Guatemala 2,400 

1065 June 17,1987 Edgado Pdrez Pcrdicm expenses for 
Edith Cicercs and Maria 
R.WithcrcHl for computer 
training ,eniinar in 
Guatemala City 9,000 

1074 August 1, 1987 Marfa R. Withcrell Perdien expernses and 
portation for cOmlputer 

,mns

training in (naternala City 5,206 

1102 October 19,1987 Maria R. Witherell Travel for computer 
course inGuatemala City 3,520 

(See note 5a to the fund accountability statement). 

Criteria 

In accordance with the agreement standard provision - Air Travel and Transportation 
(November 1985), "the grantee is required to present to the project officer for written 
approval an itinerary for each planned international trip financed by this grant, which 
shows the name of the traveler, purpose of the trip, origin/destination and date of 
travel". 

Cause 

According to World Relief, it obtained verbal approval from A.I.D. for this travel 
rather than written approval. 

Effect 

The lack of written approvals from A.I.D. fcr ,ir travel and transportation is in 
contravention to the agreement standard provisions. Failure to adhere to the 
agreement terms weakens control over the usage of funds appropriated for the 
project. 

Recornried ation 

World Relief should obtain prior written approvals from USAID/EI Salvador for 
international air travel and transportation expenses paid from A.I.D. funds. 
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4) Payroll Documents Lacked Tax Stamps 

Condition 

When examining World Reliefs personnel payroll documents we determined that 
some of them lacked the tax stamps required by law. The payroll periods where this 
was noted are as follows: 

First fifteen days of June 1987
 
First fifteen days of September 1987
 
First fifteen days of November 1987
 
First fifteen days of December 1987
 
First fifteen days of January 1988
 

Criteria 

The Tax Law (Ley dcl Impuesto de Papel Sellado y Timbres) dictates that all salaries 
paid be ta,.ed. 

Cause 

World Relief erroneously believed that its employees were exempt from taxes. The 
persons who are actually exempt from taxes are the beneficiaries of the employment 
generation component of the overall project. 

Effect 

The noncompliance with the Tax Law (Ley del Impuesto de Papel Sellado y Timbres) 
could result in sanctions and fines being imposed by the entities that enforce 
collection of these taxes. 

Recommendation 

World Relief should ensure that the payroll documents supporting the salaries paid to 
its employees have the required tax stamps in accordance with El Salvador's Tax Law 
(Ley del inpuesto de Papel Sellado y Timbres). 

5) Income Tax was not Withheld on Danger Pay 

Condition 

When we proceeded to examine the salary amounts subject to legal deductions, we 
determined that World Relief does not consider danger pay as part of the salary 
affected by income tax withholding. 

Criteria 

According to the Work Code, Article 119 and Article I of Executive Decree number 
12, published on the Official Diary number 45, of March 6, 1987, the amount paid 
for danger pay, must be considered as a remuneration subject to withholding. 
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cause 

World Relief considers that payment of danger pay is a remuneration not subject to 
withholding based on the Article 6 of the Agreement. However the persons who are 
exempt from taxes are the beneficiaries of the employment generation component of 
the overall project. 

Effect 

By not considering all the amounts which are by law subject to income tax 
withholding-, the institution could be subjected to sanctions and fines for failing to 
observe applicable tax law. 

Recommendation 

World Relief should withhold income taxes on the amount of danger pay paid its 
employees. 
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HEALTH AND ,JOBS FOR
 
DISPLACED FAMILIES PROJECT
 

WITH WORLD RELIEF
 
USAID/E, SALVADOR PROJECT No. 519-0281
 

List of Renort Recommendations 

Internal Control Structure 

Recommendation No. I 

USAID/EI Salvador should require World Relief to: 

a) Establish adequate accounting records for the project, which should include Pgeneral 
ledger, journal ledger, and subsidiary records. 

b) Reconcile the financial information per its records with the reports submitted to 

A.I.D. 

c) Reconcile the funds received from A.I.D. with its records. 

d) Evidence in writing that the reports submitted to A.I.D. are reviewed and approved 
by responsible officials. 

Recommendation No. 2 

World Relief should reconcile the expenses recorded for the project with USAID/El 
Salvador records, on a monthly basis. These reconciliations should be documented and 
reviewed and authorized by responsible officials in writing. 

Recomtendation No. 3 

USAID/EI Salva:dor should require World Relief to reconcile the difference between its 
accounting records and the fund accountability statement as of June 30, 1988. 

Recommcndation No. 4 

USAID/EI Salvador should require World Relief to: 

a) 	 Implement control procedures to ensure that the distribution of the cattle to the 
project's beneficiaries is documented. Such documentation should indicate the name 
and signature of the beneficiary and approval by responsible officers. 
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b) Provide as much positive evidence as exists to document the amount of cattle 
purchases delivered to project beneficiaries through June 30, 1988. That portion of 
the total o1,509,213 of cattle purchases through June 30, 1988 for which positive
proof of receipt by project beneficiaries cannot be provided is considered to be a 
questionable cost. 

Recommendation No. 5 

USAID/EI Salvador should require World Relief to establish the use of inventory cards 
(kardex) and numbered receipt and issue forms to control construction materials 
inventories. Also, the inventory amounts reflected in World Reliefs accounting records 
should be periodically verified by performing physical inventories of the guods and 
promptly investigating and resolving any differences noted. 

Recommendation No. 6 

World Relief should implement the use of numbered receipt and issue forms to s-.pport all 
the purchases acquired with project funds and issues to project beneficiaries. Such forms 
should bt approved in writing by responsible officials with issue forms indicating the 
subproject and name and signature of the person who recieved the materials. 

Recommendation No. 7 

USAID/E1 Salvador should require World Relief to authorize all shipments of basic grains 
prior to their dispatch to the receiving conmmunities. 

Fecommendation No. 8 

USAID/El Salvador should require World Relief to maintain a file on shipments of basic 
grains as a control measure over such distributions. Such file should include voided 
delivery forms as well to maintain a clear audit trail on all distribution activities for basic 
grains. 

Recommendati'm No. 9 

World Relief should design and implement policies and procedures to assure that its data 
procesing system is adequately safeguarded and controlled, and it should periodically 
change the ;,cce!;,; code. of personnel authorized to use tho coinpptter :;vsten. 

Recommendaojon No. 10 

USAID/EI Sivacor should require World Relief to review and approve bank 
reconciliations in writing. These reconciliations should detail in-transit transactions. 
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Recommendation No. 11 

World Relief should ensure that all documentation supporting payments made by the 
project is cancelled with a stamp indicating the bill has been paid, the check number, and 
the date of payment. Tle supporting documentation should be cancelled before the check is 
signed. 

Recommendation No. 12 

World Relief should revise its accounting manual according to the current needs of the 
institution and the project so as to allow it to adequately record project transactions to 
generate reliable financial information to meet USAID/EI Salvador's needs. 

Recommendation No. 13 

World Relief should implement a formal training program for its administrative personnel 
in the accounting and financial areas targeted towards increasing their competence. In 
addition, their activities should be supervised. 

Recommendation No. 14 

USAID/EI Salvador should require World Relief to support each trip performed by World 
Relief's personnel with a travel voucher supported by required invoices and receipts, 
evidence of the places visited, and departure and arrival times. Such travel vouchers 
should be approved by responsible officials. In addition, for international travel the 
advance approval from A.I.1). is required. 

Recommendation No. 15 

Disbursements made by World Relief should be doctnented with respective supporting 
evidence, without exception. In addition, documented evidence supporting the purchase of 
foreign currency should indicate the exchange rate at which funds were acquired and, if 
such currency is provided to travelers as a travel advance, the recipients shown sign for the 
funds received. 

Compliance with Ag'reement Terms and Apolicable Laws and Regulations 

Recommendation No. I 

USAID/EI Salvador should: 

a) 	 review the ag:reement and determine the rate and the base to be applied during each 
project peritxi in the calculations of overhead charges against the project; 

b) 	 review World Relief's operational expenses as per its fund accountability statement 
and determine whether the V1,566,123 of indirect type costs cited in this finding have 
been improperly charged to the project as direct costs; 
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c) 	 require World Relief El Salvador to recalculate the amounts of overhead that should 
be charged to the project and from these results reconcile with the anounts charged to 
and received from A.I.D. and reimburse or bill A.I.D. the difference; and 

d) 	 require World Relief to demonstrate where all the payments received from A.I.D. for 
overhead were deposited, and require World Relief El Salvador to record such 
reimbursements in its accounting records. 

Recommendation No. 2 

USAID/EI Salvador should require World Relief to comply with the terms of the agreement 
regarding the acquisition of goods and services costing more than US$5,000 by obtaining 
A.I.D. approval. The practice of splitting purchases to avoid thez;: ,uquirements should be 
stopped immediately. Also, for those purchases that USAID/EI Salvador approves of, the 
approvals should be in writing. 

Recommendation No. 3 

World Relief should obtain prior written approvals from USAID/EI Salvador for 
international air travel and transportation expenses paid from A.I.D. funds. 

Recommendation No. 4 

World Relief should ensure that the payroll documents supporting the salaries paid to its 
employees have tli required tax stanps in accordance with El Salvador's Tax Law (Ley del 
Impuesto de Papel Sellado y Timbres). 

Recommendation No. 5 

World Relief should withhold income taxes on the amount of danger pay paid its 
employees. 
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ANNEX I 

MANAGEMENT COMMENTS
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a.
r ccnce. h f ,JU ,-. " ithin the same . 1 5eH,-,Cri.Cis_, 

presented :,v e audi rs in the draft report. 

In sul ,m.mr ': ''< :I , = ,,. ,:n c: :ns l: oa t he ,,13 . 'IC a t e r. h 	 ,a ut C 

T h-'ha 1 eer, ample evidence ..vatlabi*._,_-.:te . I dt-r. t,, 

e~i,,i:; a 0 1i ii, nr portion orf the, ,e,:. I'.l :0 .s 

Fo r .. f t 2 as available w;hi'--_ ha 
-e au ar- with regardst t e1. 1 r t 

S so re g aIding competition fora ,irchasetf 
' : .269 869 of t.h)e7.-a re Le 

part of World Re i W,- are;r , r nelec on the N : s:, 'u, e 1v'me-.-.. ;r ......... 	 -j_: .
.. 

th. t: -audit- language- : - ''' 

s r---..e-"t as t the causes of certain a se-e interna 

c.-'-:-'. 
l 

-e'k:ese an: non-compliance maat.rs. We ho'e than 

W . resuenses demonstrate that the tone f the 

r e1. mso;cons istent with t1 t m.- rTHr'a tv .iens ion 

ar. r 
. 1 'af the evidence used t  ..tthe 

:. f0ings on tnt ernal control es n..-.... liat, e 

'n. : --- atioan trn: 3 trs use. subiec.tive j udg. e r, 
de.m',e which J:cuments constituted adequate 

.j a an 1 As a result on the basis )f the examples and 

r& He r rea son ing cited by the report. we believe the 

e to list as questionable - a 1s" 'Iant 
n'v" af nrjLti,'U1s over which Wor.i mai I 

I'f -ri fi ie c:ontrols to ensur" a th fuh"ds were 
,;-s for grair purposm' In additIon. iI thoe instarc-es 

•i' 	 11,-- fifwa- uable to provid- a f:1l . 'mplete 

a.a " ar trail for particular transai. V ,imos 

d 	 " - ,I,-e alternaItive audit procedur. -h pauysical 

n tatI'f" themvelvet; that g W,'w, re,-ed and 
distributd by World Relief. 

4. 	 Asexla in, in mr,- detail in sections 2.0 and 3.0. World 

,Relief is r,-ss ing Irs flnanci al statmeni,; for the period 
of v";:1 . , . throulghi .Jun, 30, 1981 . These a temevt-nts 
differ fra, thase preented, to tile- ditOr; lue-, to re-entry 
of transatan Lie tails for the period July 1. 1925 through 

,g ember 30 1987 . Re-it;ued s ta tem,:nt; will bte sent to 
the auidI-.tr:s and AID 15'3ithis we-k. Th,- vt' , ta-tement ' will 
inicludJe a r,,par'l sCn ,- prbar 5t.,-t, ft Oit °; 4F 11 as 3 

http:inepn.ei
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Worli 	 elief utilizes a fund aczounting syst em as req ired 
bv. z F in a:II,-ia I A,- o,: :n t n' Sta n dJa r d s1 B oa r J (F A S an 

b 
r ...... m r ... . the Amet:- 4-aln InI.s .. -:-I t Cer i ie F! i, 

t ' .. v ' ' i r with .r, that.AM':u1 	 t CFA W)' diar'r-q9! t 
ts'1 S 1' t-~-' enr 

Vht. a." a .. antbili 4 
..3si' f 3 c rhre'a. *' 0'e ~ t 3o'tis Jf :,w',~ )th than; 

i aer%-'& .ji-- .ar.un.lot-mg pi , ip 'Cs , ad t l th all
1 1

.3nn 	 ~jj-a fli'r utn 

6- ".', Ilin -.I r'. 

.1,' -h 1.9J' RB I i f fIndl ing.s 
t a i h r'hr ilncrr'"I ipI aIc'L:5 	 or 

1 9 
-. ' , f A th"e ) 

a3: pi~r I ... r I' : t'ir' a',di-t ir~a ... ir' r' . 1989),
... 

"p l , jute' ems to 
' .,:r 'an 'is. nai weaknesser A result, " 

.,r'' m t-Atr4 vrral 	 c) n 

W <, ' ,i Er ' ; C h a a i :' r ,e pc n de d t , . m o s t o r t , e a.3. t o ras
•~~~' 	 - ii-':i in a J D,rrFta 

ha r'r-'..mr 

fl' . . . ..f - , ,-,j . .I.t. .. t, ,_ Mt- fIL' 
tie J 3,, .- r>., ....." Inrng te tflr rm ". the 

5,,0 . f 1 had bee ied-ue i; e r or both 

.e, ;... <tit . j it ,_atzm.l ulntil June Nft 19.23.. :'l,:l Felief 
h,:, 7 . I:,,_', rl' .tt.lemenlt or 3.1%,m i L],:- - r'-

r. 'Z," o ni e ff 11 

reit c met--i .:-.7e 30 co mmun ities,-a at 
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.SECTION 2. r
 
WCT:LD RELIEF .3ESPONSE
 

AUDITOR APINICN-ISTIN3 QUET0!'A.LZ COT5
MID -)F 

2,1 WORLD RELIEF ,ESPCUSE TO AIIDITOI 3 OPINI;,N - FINANCIAL STATEMENTS 

The 	 acIt .:i,- r 17t- 1 i , 1 , a n )7.n the fili " . enl t. )ofWorld
5eller bezmause o:f -1 szc'e linotatI,?ns and qiesti qnai: . *,ostS, S
 

f~icws(pages 7 .anzJ$ ,f audit Lprr
 

I, " T 1:- 1"',7r, .~bm Itt _< by World. Relef to} AID *io not 

2. W ri, R li f other pr ;,Jv-t flunds anJ L76 own funds 
were ,T.:zmr ing le inl twco bank aCoOUnlt 

.3. 	 " We re mai li to de-trmine the correct amount that 
shcul be :arged to the pro jett as overhead ' 

4. 	 ". ( 'e :oilA not physically inspect the pr-jects located 
in are.. z. f conflict 

Wor2. Re~lef accejrs responsibility for the first scO:.pe llmi-.aticil and 
has taken r'rt:e action as described in deail in Section :32. 
Hwever, .. a mel in Secion 32. . Worli Relief dces not accept 
responsibiyfr th dfferences between the reports submited 'to 
AID and the -m -ints registered in AID records. World asc¢ deliefdoes 
not ccep_nsbillty scope 2, and 4, asr for limitations 3. 
d cnIscridibe. S.!e W-rld Relieffs re0ponses to (a t issue of 

mmng e. fd .an: tle auditors apparent confusion with the use of 
fund 3C.Z tl11 !I .:,- tion 3.3 and (b ) World Relief' re:T7onze to the 
matter of indire: t :osrQ as explain-d ill Sectioll 4. 1. 

F"rtrnore . as desor bted in detail in Section 2.2, we believe that 
the ot5 .9,42-246 of quectlonable costs are due primaroly to the 
auditorsc faillr -1 to ute reltevant financial evidence available to them 
a, tih tlmI ,)f th, a,.udit or to utili.Le auditing procedures to obtain 
:ufflclent . alternative evidencial matter in those instances where the 

tt'Adard paIper auldit trail wwn not available. For example, the
 
:ldito rs chzer, to lot oIre physical inopection of goods delivered to

Lenefic iarioe:. W!l 1_ c: wt hlI~-,,, that tihe ,2. 942.246'.Ql. 

Fina livy we ,.:, n,t concu.r with paragraph 3, page 7 of the AUDITOR'S
 
which auIditor .5state:
PIlION inl the ' -	 oil F 

,,_ 

http:utili.Le
http:QUET0!'A.LZ
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"The fund .ac,-,tailtty tatement wac prepared on the basis 
ofra .'omprhen-ive basis of accounting other than 

,e:-. 1 y 900epted accounting principles. 

WorldI Relief a1 S, exIep:ion to the related note 1 on this same 
-a-


nl lid prin:ciplesL1gtter . W, - s --I f',3,i 00c i11t ing sy e 

Flan:i 1 Accoun titg Stand:ards3 Board
that are re e , " the

EASE; an",, '-.er . y the Amer,'ican [I6titUte of Certified Fublic 

f V,-untary 
H-itith and ,;elfa -. gnzwat ,ons. Lurtheni,-ne, World h33elief 

f oia a,'soot tog systerm and policies to vol'n ,r ily 

A<:c.ut~an.'. , 3A' il; its Auis; Guide -ntitled DAudits 

,Japted its 
-;np,17 wIth i 'r.nmned 'Stateent or Fos it1, ir 7p--e 


ie 1 .: f'"a:-'ia inlcluding the ,7,Ftrztaq.r eliet sta:'t,-ments 1,:45 Of its 

Salvador are -3uited ye-arly bybra_,nch )ffi-, s aS World Feli-f El 
WlDrid Reliefsi f'e I" dZ nrt accountan ts, Grant Thornton . In addition, 

caint Thort,:o h:-i bgun performing bi-annual A-110 audits on behalf 
W, i. Rlf AID.4f agency. All Grant Thrnton auditsMcnitant 


ave" :oic tAl tha- Woc Re 2f use; generally accepted acc:o unting 

princpies ies t;t 7-_paration of its financial statements. Th:se same 
pr inc ip les ar's :by th-t World Relief El Salvador office. 

In light o - _-.'vat jions, World Relief believes the basis of the 
udi tors an .)n tle fund ac-> iintability statement shiould be 

btased soS - , spe-'h limitations due to: a) the, unre :oncilld 
dtfferen, 'w': W, Belief s financial records anl the financial 

b -C auditors decisicn to notr ords i, .tnd AID, and 

physically projects.
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.>,ET.,QN 2. 2 REPONSE 'TO QUIESTI.NAEL CO. -P':AYDITOP ,3NOTE NO.' C 

. 1_ . WrldJ f to el minate,, i that Pel ns 
4r:.- . in- <'~r n i. :,ssr.:_. Iisr~oI 0:. t~he _udit:;r,; o: n-o,,± a, pages 
W: 	 r~ eZe I: t Xr- -i I; aeeril AID tOi17z It pr~~lC 

fi tlr -, re n . :1o viA ef pJ::';h idH 1,, :- g 

fI Aii- 74' -<n. on art op.. si Kl reg1., g tnq 

B . TCi ..... B", EL AMONT I N .AEST N C21 126 

r . A P1 r the anojintof . 400 'as cha,.ged,t
1:'_';t' . v " r} -'ren i~pm.l d'soVe .... Wrld Rie f has 

4 
. h "7 - '.f:p'L'I'' ,t j , z fl.j w- n~'- in keeping 

_ 	 by
... "
 '::.,b . 7 --, " N<l 

I 


7" -l, 2ll - < ?i . '1"7l ol]'T ' " . _U1J IIIb *..L.TI7N '3'I.000 
S 


..	 11' I7fr r.a - I wLi n cF :4 A'inf 1 ,r t I ri i . I o ra .7c t Iq'es tnWI.rl R 15 deia'' 1 d'? .11191''r''C li ,?h,'k ';'" ''i r '_auned by 

''-I
a 'World Rin "'."W W,: rl I, ,- f i r w'I. Io 	 t 
1.
support -l "All 1-. l~r,_n,1t h1& 'aas-h.: -tsh,t. 1 . rc lIdrge . 

Fl -D . . .. . .. .Pi. . .rn. . l]! l °m i . 4 -i . .A 

W997 aii.J 	 I 1. :n 7" ( , ,.' IS tilt .......,,e:A
2"0 rOCli It. r t~h ,u , 1 t 

rish r , st Li*,-, r 1W11. til Irv-.,o ,-i_lt _ J I,ade _ _t-. d I-,, ,. j 
_:;G ' - I" J'i 35n( --	 Wu; ff2, g 

t I'! 1 (W.- '1% 	 all, b!y I' - . eay-rn drr ra Ile 1' i-t in t 


If ~~n A'r 11 .
 ticl with 29
 

ts, e-b 'PR I , it.o1, f r :ii;t:u niurbi-',0 i1 . lO95. 1996.
 

L~rhr'' e> 'h b'''.'' 2 ;signttle (I. . Wold. [hel ief' is noct'7
 

iS]l c' t1,ic $ )I :cTy :": the
p'tie"" 'mIt I u : n~,'. W. rI R', ii i;h,': i-fl 

' 4 ;1 a l<r~ lll i1n[ i'2l: ii o e t 

". 't;: piii'<q ': k;:cnuJm bered 
<3t';'t"t. ]_ ii -.ii'_ haTve ,' i;c I 	 l"s th u 

f" n: led.| A :; 'a 1' . onlly ':;w ith rc :; 229 0 .,
 
..231~ 92]5 , ,' .195
....] 2" 2.... an.ni; t,j.lllng c;9 o th,, ni5 nUl be 

:t . [F,"-I,:,.0ns5,A- tel 'qi I,-nrb],e In th,_.' ,c ,;e5', Wo rid tt 12 loiratinmg
 
the origina'.l owners Inl or'der to.,b'ta in thetl ' ieles- r3 tu'e,
"-v i'ri 

'
 thereiby fulily legal Lz g the trainisactIonl 
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D. Q1ESTIO' RECEIPT OF :OD, AMOUNT IN QUE.TI N 

... tur3.-menq ". -s. fr.o .m nonY,%nv .Of the ,i "t in"qiuestion r'elat., t purdhaSes .. 

U 'fne'ses .amrsnn. ;where World Relief ,:Iffs ,-I -a, c heS made 
p. c .tothe ",.0,,- :s" v provided goodrers r Serv, World 

P I f Had the an. ,vs requested alternative do:nmen ,at the 
t ie ,fhe .nd. N r Relief would been pleaseJ I-Latherhave and 

,th is n: ft a norma t, include tflenot praotice 

tr;: - amount of -f 1'' arv rcetipt forms in the finan,,, a'or .s
 

this 1 i] time war
M,;,ihor .let ,'ccunz entation . at the of the 3! CliV in 
-ur regfna ice :n can Fr-_'oisco 73,.tera In addii ,rn, several of 

the pura. ..... have been verified by the aud' rSrothrough 
phy icl . s, - i,:f the purchases in question. W ' elef has 
,atner,,a," '.,_,'rthe.<r. ev.idenie to, s'ippertL o'tr rec iT i lls
 

'r chases alhiI present these items to AID upon re-quues,
 

1, 01564,324L USTE AUNT IN E.N. 

World Relief and AT..have taken the necessary steps to ensure this
 
does not re.ur. The WrI,:rqR Lief Ac ting E1 Salvador D ir etr in
 

- uring_- the of purchases' 'ling.,_ -f_-, time "split ttca 

c. 5F; 374:-A I ct'hasis upon agilit y of resp onse to field needs and 
dead..lines dunn; an inns, time of expanded program 
resp,,ns.i4b i These ractices occurred withont- apparen r 

dlspproval uring a timt spanning 1987 and 1953. All materials from 
*he zurchases int 4.:esticn were usgd to accomplish gralnt ojectives. 
Also please see ocinments in Se, ion 4. 3 regarding this mater. 

- ' F NC FURCHA.E ORDEF 3 O',.'NT IN Q1 0N 452. 402 
The grant, .a-rem~ent .1 az require the .Gsance of purchase orders 

f,:r plurchases :n excess of clnG thus th,: basis -o questioning these 
costs is inc-rrect . In any cast: , the auditor"a concern is that 
lacking e:dence of purchase ;Lders, "(t)here is no assurance that the 
resulting purchases were properly controlled and approved." During 
the earlier years of the grant, World Relief had a smaller staff of 
people in the office. By necessity. controls were centralized with a 
few. in particular with the Acting Director. In the purchasing 
system, check requests were frequently used in place of purchase 
orders. Like purchase orders, the check requests pro-ided evidence 
that pIrchases were approved . Becaus, purchase orders and chck 
reques s eds equivalent and adeqiuate control documents, we 
believe the prchases .)f : 452.402 are not questionable and that World 
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Relief followed adequnte, inter'nal contr'ols to alleviate the a;.dit,M'5 
cobncern'i ab)out an ,rnpu ro~hases. See ,h,-en,cent].'oK.n, pp'rova 1 att no. 

whic lists3 the q.5 nn'.-i st items along with inf'rm.at 1- related 
t, zheok request 1a, 1. st Ined ,hek. a.d furher 

demonslgtra te.s :W'r [ Scnrl ver the p:;:rzhast system. AllPi-f 
In thi Ing were to .,n'omplisht.. made 


bj cot Ives co1s -eL t rl.nIt i l - r, ait,
 

(7 ., "'E '' RI 21 AICINT IN) .TIT....: 269. 869 

cgn , 	 that audlttr is.te with,rd Relief .... sc-&rt :iin the tkT 	 the 
v 


ac there was .o wrltte , item in our files r. 21-!I -tqn 

a 4 f-zr c.ntra_-_r seict ion b) justifica ion f r loch of 
1c, when ,-mpetitive bids or )ffr-rs -nre not ktai:e4, and c 

hs note, 
, Relief carefIlIly f.I lc-wt'i and dooumented cr-c.ldrc that fully 

Y ,i for award -zest or pri:e.- In prool>ing ite~i r'-j i: 

.,- c?,ie;. ,]_uip - ifc x" . ns'cred ifa and, o tt ion ,pec l-

'W2rld Re1il: 5en lte'.s establihing terms Of t11 bi, 
-A e.a l ed .?rjif'cat :,ru-; *nn, quantlty f :-wd, .. s ted tod> 1-

Stt. At-tachmet 2 f-:r Sample 
letter 

.upp1-irs- in El :5-tvadrr .-
.
 

b , 	 A We rld Re. e .zy:e not invol-e: in the p'rnase
deiin- hand, deli ver,_d t.he letter *;eaca f i ;ot'ential 

suppl iers EAch of thtse companliv-s sned a list 
acanlowi:ecgiig reo'.ipt ,of tle letter requestina thtt r bid. 
( s 19_Ci list - Attachment 3 . 

/ 	 The sealed bids were opened an1d analyzed: by a jo4in"t panel of 
USA:- anD1J Worlid Relief pri*son.ntflI -- who .at the same meeting, 
des :gnated the s'upplier based on cosiderat:,on of pri:e, 
ava labil1 ity .. and -Appropriat ions of the pr.,dn-zs offered 

d) 	 Charts per type of tem purchased, comparing each of the 
bids , and the actual bids - have been maintained in a binder 
in World Relief Office. A cursory examination of this binder 
snows ,:lear -onsid-ration of cost and competition by World 
Rlef. -(This binder will be available for perusa'l at any 
joint meeting.) 

It is Imprtat t,.ulndvrstand that ail purchasasl1 iilted under 
this note ptrtain to thet first hasIc grains distribution program 
undertaken by W,;rli Re iI-f in April and ay of 1983, The checks 
listed are for seven i tes distribited in the program. (See 
further breakout , Attachment 4) , 

http:inf'rm.at
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These prce 'Jtet t: should -h.T t t..hese.- and -menaI'on demoIns.trate 

c]osts of :2..269,3.63 shot I not b)e questioned. 

- A C- 1E 1DH LACK N ..,, ,, EF"VAL,. '.UNT IN . ....N: 4 .677 

T1.taid .: :cnot t Tc' tthee;i no a ta-then r~c.Dt 74132 

v idence 1-h , rtsp:.: :o:e :::frial; of World Relief 3r-prlved the 
..... I- ,, "de atl n tr..m. .. ez 3' - ' a ' Th-s-h' 


q

*,-.. ,h .',_tn, ~, rln< P5 mer~,,an ap tl teru i] r d 

A,- ,i reco and m sz, 
r,. : e ,? :: ,:::'' : ,.': re-a,:sts. pI'Chacv ordiers , 31.. ,:1 e: i f r 

The approval 1linne -,a.- 1 elf Ia,1 . 

. 7,1 D o r tht 1" f rd 

ALh p:r - -'- ,:r,'g Dir'etor she -. ,. 2raflea re" "i becau.se .:C 

' r t c m . ch !: .a req letS 

; _r, 1-rIon Item and e: "hichrl 2,2. F ar.acn 5 

pdr'''' .I._ , q I t,w r' theo e 

ri.a:'i:, -t, :i_ :,- . ,--' .:; ap r: V tt purlcha.ses. ? 1l
 

di, 1hr flr', - ' -,_ .;,'' 1i:thzlistlng wer'e made tm 3::...... ..
 

" __', .*, r t uunder aud t .
 

'.:-,-' .- -,, U AMOU1NT IN Qr.ETD 2n.03 

World Re : ns rensete, all original delivery fcrm in t
fnar..: 1 ::ks tle r nc
erl;-,."ily alleviating auditors c r
 
Please see S-.:cn 2.3 Internal Control Finding s9 .forfi.rther
 

- ZS 1:tTS matter.
 

http:becau.se
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SECTION 3 . 0 
WORLD RELIEF RESPiN:.E TO AUDITOR'S INTE...1AL TO,,NTF0LFINDINGS 

31. 	 WORLD RELIEF SMMARY RE3PONSE - INTERNAL coL FNDINGS 

World Relief .accepts in II:e reCOmfn,:datlcno ,'elto trin, findings 
a 7, m, Relief has taken a.on to4 5 6. 8. 19. 2 and 23. World 

imp 	emet~f inte&rnal ,>ntr .l l:ro,'_dur-s . 3 recomm fli- I r-:I-a..d to 

f I,I g S 4. 5,(a), . 19 22. and1 23. Upon re,.'i ;' .,., , n ltit on 
h El World will ,..ntrnls-,ir1AID Salvadcr Relief implement 'ci 
reia' r.,_finilngs I 3fl0 b as a~',e t,< ALL 

W,-,r ' -ase ~ in w4hole Dr part tRelief ptf,::: 


. .. d" 2, 4 ,-" (b 9, I YiI9 15 16, 

1.,132 . W Inr e1lief pr21. rde.:ns s e ac, : these 
nd,ing.: i n th', *a-p that fo ow, 

Icr2. iwag-e t thi Ialas ifcat icn f In.2.F, 1 3 4 
7 9 9 , 1 I,12, , 14, 15. 16, 17, and 18 as "ar.e ria in*.ernal 

cn l1- and -xplanaticn fo-r ,, :I n the 
pawge ; that follo w. 

Relie f 

31 F:NAfI7..2 .UDT0FORt: INTE-NAL (,"2TFOL FINDING $ and 

nl-nt -, C ntr i i fl and 2. A idl .,." . - ,.-..: 

,
USAID/El Salv jnr__Qh i IL XII91 


IS2 	 World El,-f S7,hould Reconoile thel -Ext C, 
Recorded . ,~W jISAtJ ID/EL '-tl _ 

Regardin; finding 31 and the related recommendatl.on. Wrld Relief hap 

rf--entered transaction detail,, for the earlier years of the grant 
(July 1935 until September !.387) from th,- torce Aof-umentg and records 
to its3 original general ledge r accounting tyot.m zzi that there ir, a 
full and complette record of al1 tran-.ac tion activity for the earlier 
yearn, of the, grant. We have almrnt filnl-h,:d a full and' complete
 
reconcil1aticin of grant,expenne per the rvpt gne ral ledger
 
syctetm to thn,, expencei; prfvouly report,, t AID :or the- grant
 
prI!d under clnlIt . This; r- ,:ilitIon will , "r.':,bd to the
 
>,ud it,_r;, ndi AID thic w,-,i.;
 

http:tran-.ac
http:recommendatl.on
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Eve-n at the tim, ,f the audit. W:r1 Felief was in the pr:ce of
 
I,: g reonziliarns rcr t11 earliet months of the pr,:gram. It.
 

, . 'arIi fT,, ,nd
 
t; .e,',ent r I-::i II-I o 11 ) h d i)een ?mp Iletw d.
 
' I, i I le rt- sa f i I ' tp, r : 

' :F t. t -110' "- ::r.- ' A. " d t. '_2 1' C1. Ito, 

7 :,o r d1 n ." ::n:: I F 'fIing $2 . the au di tor s c r..r ud i that the~ "<'t~ 


i: ,iI r , ]knetx; wat; b 'auz2. . his procedure 
P.v f. a, by Wbr,!,f.d ......except ion. r ',el W 


t, ,i~s :=;: :, [, t,,, pa ... --w fo[] Mc
,:,:'1: w;:
 

. _V zIf, _AT_ iw1L AID' re,--,ri; The 

audi- s ma: th i impi-cation on page 12 of t r r p.- rt 

N(-, 3,~ar, (: Thic: reconcilIaion is Ail'
 
re.t:7ns it.I- t.o wh ich we be lieve AID would a:r e.
 
Tl'r -l- fr.' ont st,andpoint we agrFt with the auditors
 
*,,_- -aa r of the cauce,. f, reconciliation :pr. r lem..... .. 

h audi ,:rr re lo )klng to World Relief to recinile items 

t at nly A:' can repon, i ,. 

.__..., " ,ffi.- From our pe-'rpe-*:t ve thle primary 

,.hn.:omplet,: reconciliation was Ina-ility -)f 

nr.w financal the increas3nginitia ram staff t ope wIth 

de ,:,,, - an e-scalating program budget. Pri:,r ,-amendment 

nll-Jerj 6. at-d RMuary 11. 19.8, the total otlllgted funds 

for the grant totalled $2,6,.35. New amendments 6 through 
1_ a ded ,-,.3", ,299 in obligated funding from Janua'ry 1933 to 

Ar:.] 1, . for the grant tnder" audit. AL a re-ult., more than 

757: --,f arant funds were made available during the last two 

years of th,! grant. Ao World Relief management became aware 

of te Insufflciency of initial financial staff to handle the 

Incretd-- work load and accountIng complexities, a series of 
init atlves were taken to upgrade financial personnel arid 

systm. nteded to mnkte the required reconciliationcs (note 
"FTE Count" refers to full-time equivalnt staff ill place at 
specific dates): 



World Relief Response 
Peat Marwick AuJit on Gnrant No. 519-0281 
P.age U
 

Da___e 


1. Aug 198 
2. Aug 1985 

3. Aug 197 


4. Jan 1998 

5. Feb 1981, 

6. Aug 19.8 

7 May -
Oct 9 

8 Nov 1988 

9. Jan 1989 

10. Aug 1989 

1i. 	 Apr -
Oct 1980 

The program budget 

FTE
 
L~ Dscrition of Aoc)lvi.v 

I 	. Hired full ch.arge bookeep,:r 
Installed 1IS comp ter-based accrun-ting 
package. 

2.0 	 Hired accunr .ing cer: (data entry, 
preparation of accolunts paiyable :hecks, 
maintain .-ash book, filing) 

.3.0 	 Re-asigned ex-patriac fr-r m H.-n.uras tc, 
E1 Salvador ,)ffict with as ignment as 
Office Manager. 

4,n Hired st-aff accountant (payroll. petty 
cash. bank relations, specia! projc'ots) 

5.0 	 Hired staff accountant, (bank 
reconciliation, employee ady nceS, and 

,general reconcillations 

Installed new. Price Warerhoise general 
ledger accounting package 
Re-assigned office manager to non
financial matters, re-loca!e World 
Felief's Latin America acc, unting director 
from USA to El Salvador to assurie overall 
management Of accounting staff 

6.0 	 Contracted for local external consoltant, 
who in April 1989 became, our internal 
audit o r 

6.2 	 Hired corporate internal auditor, assign 
part-time to El Salvador 
Re-entered financial transations for July 
1985 through September 1987 to provide 
full accounting of all transactions 

expanded quickly and significantly during 1988. It 

was during 198.8 that World Relief increased staffing from 2 to 5 
persons. installed an improved general ledger software package, and in 
January 1989 ontracted for a local internal auditor. World Relief's 
financial acco;nting systems and personnel have shown steady progress 
and improvement throuighout the grant period and we believe the current 
financial systems and staffing meet all aterial internal control 
requirement6. 

"2
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3 AUDITOR'S INTEBNAL 7,'NTR'-L FINDING $3 - COM11NGLED FUD'i 

111LV-tn' O1n y far .! ,- Pu: s W,-,rld Relief does not accept this 
rer:ommend..at~ioz anl 1ces not ]CnClTr that this matter is an interna I 
c,ntr l weahnt-ss . W.- take rong exception with the Auditors 

tmen]ts (ap.'e the c.use") that h. was a breah:l'wn of the 
e e a i .in - ,c', and pr-j e'? f:1ndg were nt as 

and (page-. t - " f--' t-hat 'there Are Jnad-e.ate 
,c r over pr - 'i-- r !,.Lved and exp :n1ided. Frcj ect funds 

.Y..:beI.J ge . f i,. . . "h pc-i: "se W I 1h, be n it, t ec te A" 

T I- a t-e stateme , oe fmdanentati iiffeen .- cpinion 
Vtween Wo:rld R. - th- auditors regariiln (! federal (CM5)

r~.. oi 	 1 n,-p!"e <h Worldi Reliefele(2) ,..,:un;tin] 	 ....re,-: remen]ts. f ,;, 	 prlncip ies, aj 3) rd 

fJ accc,.t~ ng .s~' n;:w in place. The offi,-e of Ianagement and 
7. 	 .1 Cr.:1 ar A-Ifc. whi,ch prom,;Igatres standar ' among
 

0-Eera l agencies e AID) In the administration of gran' to
.s non
prfi: organi:aticns (e.g. World Relief) states (Attachment A, 2a)

tha c dera! . .env Thal require uh"'-i.'. 

. h i .-r s ' ri- f r funds which tr.1roi r .. a ' p- e n To 
implo- suc,, a standard would require inefficient payment of bills 

e. _. whenl pturchases are made from oie vendor but charged t, various 

grtc and funding sources and promotes the :ise of banh accounts for 
g rtnt accounting rather than sound, fund account in jyst, 

Th,-: .. , reogrizes -at appropriate ,onrol over commingle. grant 
. is Is accomplishled .via aieqa.te.. fund accoutwei ... ems "hen It 

ottes ( Attach.ment 2..a and b ) that (r ecipIentsp fInancIl 
management systems shall provide for accurate, current an" complete 
disclosure of thfe financial results of each federally sponsored 
proj:ct . . an" provide "(r)ecords that identify adeu:.ately the 
source and application of funds for federally sponsored activities." 

As described in our response to the Auditor's recommendations related 
to their internal control findings :l and 32, World Relief has 
retroactively accounted for every transaction of the World Relief El 
Salvador office for the grant period under audit and can provide AID 
with adequate records to ensure that grant funds were not charged to 
AID for non-grant purposes. 

3.4 AUDITOR'S INTERNAL CONTROL FINDING $4 - USE OF PURCHASE ORDERS 

Tntetrn al Control FIndIng t$4, A t r ' s Re(Cmmtndati,n - World 

ef htl, ,uppnrt All of its Purhmiej creater than .'100 with 
~rch:t'.e ',)rders A-, stated in Sect ion 2. 2 . F,. thle :100 purchase 

http:aieqa.te
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order threshold ws n req:uired by the grant, nor was it an internal 
World Relief poicy. Never I less World Relief agrees th1at olce a 
program' has- r-ched Certainc~, size . a consistent orier. a. pur.has, policy 

sre';uir _, rd. RelIef impleme-nted a new ur,rhasig,s'Lr sy m 
April 1939, a -op': of which was sent to AID. We believe that the new 
p:irhas trw a. r'1 meetr. lI required federal prcucremtti:t stan::dards. 

~nless. ra''r , i .; .rwise ty AID, World Rlief will mai: in its 
. .],,.. ,ra t 

H','t:. co:ntre 1 requ:Irement, that all prchnas+Sri over 

,:1onn1 prov e-tvidenie of ,ompetitive bidding and use of Purchase 
orders. In general, Wrld elief uses competitive biling arid 
pi rchase orders f, r 'urhases of less than c 1000 , but. strict adherence 
is rot required so that immaterial pirchases can be male i ly 
, .73tself-impose;. b reaucrat i,c "re- tape" 

3 5.. AU"DITOR s T;TE,IA CONTFiOL FINDING t$5 - CATTLE DELI 

Acton.. of cat is fully documented. World Relic: is :ompiling 

ex.-ting ,Jo. entat:cn that permits us to verify, as as possible, 
the amount or cattle delivered 

However, du- to the auditors decision not to pursue the standard 
uditing prcedre )f physical verification, World Reiief objects to 

the implication that that portion of the total . . of cattle 
bypurchases through June 30, 1993 for which positive proof of receipt 

project benefpraov.ano be ided [by World Relief] is 
considered to be -iuestlonable cost," World Rel~ef bel'eves phsical 
inspection and verif:,Icatlor of goods purchased and deliveredi a
 
nrma - exe,ra au process, and often the strengest means of
 
ensurinlg deltvery.
 

GI':f t., specI.c cumbersome nature of cattle transact:ons in
 
general, Wrl,,i -ief accepts that it did not have adeqi,_at.
 
s'wtnat i,- procedArts to document cattle delivery, However, 
 we
 
believe that tt can be reasonably established that all cattle was
 
del vered to project beneficiarites.
 

3.6 AUDITORS INTERNAL CONTROL FINDING 36 - AID APPROVAL ON TRAVEL 

ILndln F tS6, Auditor•' Fr.comme121Ln7 
For 1:verse_ it Travel _Aance Apoal from is PIDRexJ re 

Although World Relif does not have written evidence of approval, 
World Relef dId exercise go)d faith in gaining the verbal approval 
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fr,:m AID prior to, all air travel charged against the gran Due to 
rhe immarleriallty and inf °-e:vr, ' y of the overseas travel budget 

.-
! 1 grant, 

W,r id Relief from t.h 3.m,.rd provision. AID has provided World 
e .ef e:xem ' pri,:r .ApprvaL of 

c hormeable to the wte will be asking AID consider exem,ting 

wth , -Ih wrl.ten aspects 
r..s~ I o... _e grtnt agreement.,cir rent,I enfor:e trug~h 

3 . A S TIINDING 	 t$7 -FOREIGN CURREtN2Y 

W.- have lifficc1ity inderstanding the auditor's degree of concern 
rega.rding the piirc._e and jistribution of foreign c2rrency and lack 

. M _ rt,,7a e. The example given relas t. an 
ncai ani infreqcen= trasaction that, does not mate-rially weakten 

Wer__d Rellef'g .......- r-aI cn rols. As a resullt, World R-zIe *akes 
.... :on - to . u e n g . .. . . ..at.egorz td as a material we?.hI- .... and 

evie's that exce:= f.--fr th. specific example given, past practices 
have ben adeza3te 

3.31 A..T. S5, INTE:,RNAL COnTROL FINDING 38 - INADEQUATE INVENT)OFY 

A daily inventory :cntrni was maintained over the basic grains 
program. This system will be available for inspection in any joint 
meIet Ing . World Relief upgraded its general inventory ccntrol system 
i.n March 199. We believe this system better meets our reporting and 

ntro 	 rec:.i r,-men.s and more efficiently accomplishes the objectives 
timpii-A in the aterna tive system proposed in the audit rep.r . World 

Relief wculd be pleast-d to explain and demonstrate its system to AID. 

3.9 AUDITOF, , INTERNAL CONTIOL FINDINGS 19-t16 - BASIC GRAINS 

World Relief reject.s findings $9-316 with the exception of finding 010 
which does not. relate to the basic grains program. (Finding :$1 is 
answered in our comments In Section 2.2, Item D.) In our estimation, 
the size, scope, complexity, organization, and relationships involved 
in the execution of the basic grains program, were not taken Into 
a.Account , We cons ider the auditors comments in each of these caces 
either incorrect, immaterial, or subjective in judgement, in the sense 
that easily availabl alternative evidence was available demonstrating 
•hdeqate co-ntrol, thereby inv.lidating the finding. Moreover, we 
bel.'eve that we can present detailed evidence when these findings are 

onsidered , that :learly demontrates that the basic grains program 
w.-r p~ia d I.m,-lete-.d and documented In 

(I"t
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even given the short amount of time allowed for preexemplary fashion 

project programming and rapid execution deadlines.
 

Prior to 1988, basic grains distribution was run by CESAD, a 
Early in 1988, AID decided it was necessary to find
Salvadoran PVO. 


PVo to run the program. In February 1988, AIDan alternative 
if we would consider assuming
contacted World Relief to see 
 1988 via Amendment #7 

responsibility for implementation. On March 15, 


to AID and World Relief's Cooperative Agreement, $1.6 million was
 

granted to World Relief, to purchase and distribute the agricultural
 
Between April 4 and April 29,
co:mmodities beginning April 4, 1988. 


W6rld Relief delivered the majority (85%) of a total of 5,143.4 
tons
 

of fertilizer, insecicide, and corn seed to, by the end of the
 

program, a total of .71 delivery points in all 14 departments of El
 

Salvador. Two warehouses, one in Lourdes, the other in San Miguel,
 
points for 474 individual deliveries,served as storage and loading 

above.
85%) of which were executed in the timeframe in April mentioned 

(ontrrl Finding 09. Basic Grains Transnrtation Payments
Tnterna! 

Were Made Withiut Proper Supportin Doeumentation. It is important to 
even this one, did World Relief reimburse
understand, that in no case, 


transportation of basic grains without a signed "received 
in
 

The finding refers to 2
 
community" line on original delivery forms. 


were only partially supported by
transportation payment checks that The
photocopies of delivery forms at the time of the audit. 

inserted strictly as a
photocopied delivery forms in question were 


reminder to World Relief of which original forms were 
outstanding.
 

were for transportation of goods in
 These two checks, dated May 13, 

Eastern El Salvador.
 

In this case, because of the distance involved, one driver 
from San
 

come into World Relief's
Miguel was authorized by the other drivers to 


San Salvador office to receive payment for deliveries made. 
The
 

driver signed a receipt acknowledging payment of transportation 
cost
 

World Relief
of all deliveries documented on the delivery forms. 

allowed the driver to take with him the delivery forms to determine
 

how to divide the check once he returned to San Miguel. These
 

original delivery forms were returned to us but had not been 
In the sense that
reinserted in the books at the time of the audit. 


the basic grains transportation payments were all made strictly
 

against original documentation, and the idiosynoracy of this, the 
only
 

case in which photocopied documentation was temporarily used, World
 

Relief rejects the finding.
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Internal Control -Finding 011. There Wag Tnadeguate Control Over 
the Release of Agrioultural Commodities, World Belief obJects to the 
content and broadly stated nature of this finding. The March 15, 1988
 
grant agreement did not require written "letterhead" authorization
 
from AID to distribute commodities to other organizations. Nor did it
 
require written "letterhead" requests from CONADES. The two
 
statements referring to interinstitutional cooperation in the basic
 
grains grant agreement, are as follows:
 

"Participating institutions will request the necessary
 
agriculture supplies needed from World Relief according to the number
 
of "manzanas' to be planted by the beneficiaries in the region."
 

"World Relief will send to CONADES and A.I.D. a report containing
 
information received by each participating institution regarding the
 
number of beneficiaries assisted, areas planted and quantity of
agriculture supplies distributed."
 

It was World RelieO'e understanding that the list of communities to 
which we were to deliver agricultural commodities for CONADES had been 
reviewed by RONCO, an AID-hired consulting firm used to monitor the 
program, and that the list was approved by AID. In fact, the final 
listing of CONADES communities was sent to us by AID on February 16, 
1988. Moreover, prior to program commencement, a planning notebook 
was delivered to CONADES and AID listing communities, manzanas to
 
plant in each community, and delivery dates, which made the program
 
easy to monitor from every angle. At the close of the program, a very
 
detailed final report was given to CONADES and AID. Each of these
 
reports will be available for perusal at any Joint meeting.
 

Internal Control Findtna f12. Baeic Graina were Deivred Without 
4Evidenep of Authmr ntion. The missing signatures were an oversight. 

However, a back-up control system did exist, Because each "bodeguero" 
had a copy of the proJect workbook that carefully spelled out each of 
the deliveries per day, he released the commodities rather than cause
 
delays and bottlenecks at the warehouse, as the other information on
 
the delivery form matched his detailed delivery schedule. Evidence
 
can be presented to show that this method was an effective backstop,
 
even in the limited amount of oases when the initial authorizing
 
signature was not on the delivery form. World Relief does not
 
consider this idsue material, and disagrees with the stated cause and
 
effect in this finding.
 

nteprnal Ciontrol Finding O13. Deliverieg Af RARle arging uid not 
Spa ify tho Namon of the Perons Author4ed to Reenive Them. All of 
the cases mentioned refer to deliveries made in May 1988 to our own 
projects. Because we had several promoters in each place, combined 
with the fact we were delivering to our own projects, we considered it 

V 
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unnecessary to stipulate who was to receive the goods. In addition,
in the case of deliveries to Potonico, authorization was necessary 
from the local military commander in order to cross the Cerron Grande 
dam. This permit was only given to one of our staff who had to meet 
the delivery at the dam, with the permit, to enable the delivery truck 
to cross. This procedure made it very difficult to determine prior to
 
delivery which of our staff would receive the goods. The delivery
forms were signed as received by the community, and the community kept 
• copy of the delivery form, enabling World Relief, AID, or RONCO, who
 
was monitorlng the program, to ensure that goods had in fact been
 
received. World Relief considers this finding immaterial.
 

Tnternal Conrr,,l Finding #14. There was Lac'k of Evidence that 
Ra~i( Graln8 Were melivered. World Relief does not believe that it 
was required to require CONADES to have a seal at every delivery
 
point. It is doubtful that most CONADES field staff would carry

organizational seals. Our responsibility extended to the point of
 
ensuring that supplies were delivered to the people authorized by
CONADES to receive them. These names are on the delivery forms, and 
these individuals signed as having received the goods. World Relief
 
rejects this finding.
 

!nternal Contror1 Findina $15. Basi Grains Were Received by.
 
Pprmons Nor R"i!ated to the Beneficiarv Institution, A CONADES
 
promoter signed each of the delivery forms as the only person
 
authorized to receive the goods. The delivery was made to the
 
Gobernacion Politica Departamental de Zacatecoluca, in accordance with
 
the listing given World Relief by CONADES. Because the goods had to
 
be stored overnighr, the supplies were moved to the Policia Municipal
 
de Zacatecoluca, which is next door to Gobernacion Politica, and was
 
the only locale with disposable space. The Policia were made to seal
 
the delivery form by CONADES as an extra precaution to ensure like
 
number of goods were available the following day when CONADES was to
 
make Ita d4stribution to individual beneficiaries, As in finding #14,

World Relief rejects any notion that it was or should be required to
 
exert management control over CONADES affairs, and reasserts that its
 
responsibility for the supplies ended once deliveries were made to the
 
individuals on CONADES" lists. World Relief does not consider this
 
finding accurate or material.
 

Into-brnal Control Finding #18. A File on Shipmentm of Basie Grains 
wag Not MAintaned. In World Relief's opinion, the pre-planned
 
delivery schedules and matching delivery forms, clearly provided the
 
controls necessary to assure basic grains were actually delivered. 5
 
copies of each delivery form, distributed to various entities involved
 
in the delivery process, aided in monitoring program compliance and
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documented that program objectives were met, World Relief agrees that 
a sequential. file of delivery forms would more clearly provide an
 
audit trail; however, we feel because all numbered delivery forms
 
could be found in our records at the time of the audit, thereby
 
enabling adequate additional control, this finding is immaterial.
 
World Relief rejects the criteria, cause, and effect sections of this 
finding. 

- CONTROLS OVER DATA
3.10 AUDITOR'S INTERNAL CONTROL FINDING #17 

World Relief takes exception to the classification of this matter as a 
"material weakness", nor do we consider the finding accurate. We 
believe that the auditors overstate (1) the concern about access to 
the system and (2) any problems in backing-up data. World Relief 
maintains a number of dual disk-drive computers. Information is
stored on flo.;y diskettes that are kept and can be locked in diskette
file holders. Regularly scheduled back-ups are made on diskettes, not 

tapes as implied by the auditors (as required on mini-computer and 
main-frame sysTeme), 

In addition, by the very nature of the accounting system, only trained
finanice staff understand how to access and operate the system. A
password is required to enter the system and only finance staff have 

knowledge of it.
 

3.11 AUDITOR*= INTERNAL CONTROL FINDING #18 - BANK RECONCILIATIONS 

In'!.'rna!..-,nrr-1 Findina 46. Auditor'r Recommendation -
Recire Werld Relief to Review and Aoprove Bank 

Rpeoni-iliatinn in Writina. There reconciliation should detal in
transit transgations. We disagree with the classification of this 
matter as a material internal control weakness and we do not accept 
the finding as valid. We also take strong exception to the auditor's
 
statement that "(m)anagement apparently did not consider that it was
 
important to review bank reconciliations."
 

All bank reconciliations of the World Relief El Salvador office from
 
the beginning date of the grant have been reviewed by a staff
 
accountant in the World Relief international oZfice in the USA.
 
Furthermore, a written audit trail is =- required for "separation of
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,,,h ret"ws of bank reconcilijations) tobe
d ties cont r.os as 
 n f'rf'n Wi tte.. 
the *i-di or r commendrtn-i
t 6
W -br V'e th teffeci've 


tht Wor'l Blief's review 
O e II ,rr, tel and 

a C , ft " S t a n,.
 
prnci.l7 r 'mi-f i-n't-. to, POfv' ' j--,i :)iKI 

t 


-r6 ,n i Tn l.i.n, it ln our opinion tha .',h 
1aon M a 

, ., . :' r<' t ti . A V t . 

I, 1 the&is Osit>4184 t 

, 1I'TESE:T
r LI FINDIN1G 120o - CONFLICT OF 
. :,M'TV' , 


Please see
 
:int. ins a conflict of interest, policy.
WerQ4elli:f 

ittaohm,'n[t. 

, -,L 021 - ACC'UTIG MANIAL
AE.' 7L. : : COVTFKL FINDING3, 

In addition. in the 
W,V-1 Reief tas in.accounting mnial. 


wycttm tilined by WorId e i e f ,the

acoun,in4 7,- ? l l:;,p:erie,' fn. I. . ' , , , ll 

' -f: ,, s 77,... , , t : ". S 11t 4nuidy~. ..c £t2.11, 35' *i1 in.f 

F[,NUING s::3 - INTE[NNAL AUD 
3-4 APD:7 .- ';77M,CaflTb I.K TC 

Apr M Y 
.P.. in January 1939 Ia 

,; _>'m, ' 
7te 

the, 
W:r K t' El ivr,- a,.intrnal auditor with 

he: 'OtCcflmt 
fr spe?4 of the interna1 control
 

de.legatd rn li y 


structure. 

we believe the
to the findings,
ih o tht ab :e responses
In 

internal control atructure should be modified.
 audItor, .*ZP fil.n 

http:prnci.l7
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S'ECTION 4. 0
 

WORLD RELIEF RESFONSE TO AUDITOR'S,.1MFLANCE FINDINGS
 

4. 1 WORLD RELIEF TPAFY BESC)NSE - COMFLIANCE FININCS 

.,Ld Relief .- rs in prin,-i;§ e recommendat,lons reia.ed to fnings 
. el tallen to4. am W rl ,:ief has or is tai"ing action.3, 

World Relief into compliance with grantimp--men' re::re: ,, bring 
:,gre'er. .. lcable laws, regulations, as recmmended related 

.t, i ing.s 1 2, 3, 4. 5, and 6. 
r ,A Relf :e exp,._ 4C In who le or part t,:e.-mmendcttons 

n,'gs 1. 2, 5, and 7. World Relief provides the re,. t f 
in to findings in the pages thatfc. ,vlow respc,nses ea:'h of these 

CHAFGED TO pFOJECT42 ArDITCF 7cc-MEJ:A1CE F:NDING tl - OVERHEAD 

e . . .r th t, .e and the Bae toc,,l ,
Peat arwickfAr lci:-ion states that "(w)e (i.e. were 

the amount that should be charged to the 
The Audit. r. 

unable deermie correct 
as -'reaJ because the agreement did not cle.3r:'l estal'iishpr-'ject 

the. raTr. anl bases to calculat, the overhead" (page p. We agree 

that the~ ee: confusion and inconsistencies in the app licarion 

s',f indire .: s If the grant agreement is read within the context 

of ':nder1 ndn i) the standard provisions of the grant and (2) 

World lefs norm'al process of negotiating provisional and final 
the standardfor eac' of its accounting periods, we believe that 

pr-- i'c.s .'f World Relief and precedent should help to establish final 
concerning applicable 

rates 

uj1drctardin gs bet.ween World Relief and AID 
ndirect co€st rates per fiscal year. The original grant states in 

schedule H, page 6. that: 

"Pursuant to the standard provisions of the Grant entitled 
rates shall be established
a rate or
Negotiated Overhead Rate, 


for each of the grantee accounting periods during the term of the 
basis of

Grant.. Payments on accounts . . . shall be made on the 

the following negotiated provisional rates applied to the basis 

which 1- set forth below: 

Oversets project management 73% 

General and administrative 28% 

Tot,.al rate 10.1%, 
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-stan"a provIsions, .J) and (,e) EGOT ATED
 
OVERHEAD RATES - EREDETEFI!NED. reads as follows:
 

h. e .....	 "16 

.... .. -. ..et er ,n. ratre.-apPrOPriat? for the wor!: under this 
grant ino the effective date of this grant shall be 

isod shallrc::;r pon ra t- in. h.t- g r -An t* t.s. for .Ra per 
ver.e.res',!lrs set north in a% written.Le negot :.ate.A .,,.-.tt S* , -	 e,- r h e-A 	 both partie:s,.... ,.. , o brv:e agreemte:-,7 by.:_ ot 

t	 ' ,  
. . ....	 '.r an -._ (World Reltef s,,a- e r& b,''rse..A . Cr . 

fixe._ for the prevous fV,-.al year or otherellier A7 	 t .as 

.. 1....
r.- J, a , rt acceptable to the AID Grant Off ioer 

( tA final ...3 -2 1-7 : 1 
other peroil 1, eL -;r. , f 'I y , ,'r 	 j.f ae 

with thlr•NI.l -lie 4 :'re ,: i:; s in iret co'st ratu .gre '- ... 
a g 	 Ernch . tt-rag Di ision , 	 Procurementr a 

Offi:- )f Pr)frezent of AID. Washington. D.C. The fo-llowing rates
 

•-aere nego.iated for each of the years applicable t,., the Audit in
 

R:Qt!L. 	 Rase 
.-= ..= . ., . .. 	 Stnatns __ 

Direct Cost Provisional 101.0%1,384 thr: gh 9,'0 ,o5 Salanries 

"$,3 4 thr.u.h 3" 0.'3 Direct Cost Fnl 86.0% 
S., laries 

10/'/85 thr.ough 9:30:36 Total Direct Final 16. 

Costs 
Ttal Direct Final 18.6.110/1,36 through 9:30o7 

Costs 

Direct Provisional 16.2%1I0/,"17 through 9/30/8 Total
Costs 

Copies of th.e Negotiated Indirect Cost Rate Agreements" are attached 

'0 this lettr as Attachment 7. 

, 
.... a te ,riginal grant rate e-stablished a 101 rate which was
 

of the signing of the
equal to 	 the provisional rate at the time 
signing, 	 a final rate was established 

tr:int.', Subsequent to the grant 

and World Relief adjusted its overhead
fir thu initial grant perlo. 

V7' 
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of the final rate. AID retroactivelyra-.e ti_'Lnk . on the tasi 
provisional rate 

adjusted the indirect ,st amount down from the 101% 


t the . final rare :with amendment number 2 to the grant.
 

W,-,rld Relief Acting El Salvador Director mistakenly allowed
 

indirect costs Beginning
4 to be signed without
msendmenr n:mter 
rate has been used

with amendlment nmi:er 5 through 11, a 16% 
the excption 

c i- _,rly with t:e exception of amendment number 8 

Jil! e Knl-r, is a srarate. paragraph to follow). The 167 rate 

16.30 final rate negotiated

AM' iti as a billing rate based upon the 


endedin Washington D.C. for the year
an& vstlishae with AI' 

rate became World Reliefs provisional
!MV, 16.34re.-"tr 30. The 

was
when a provisional rate of 18.6% 

?te "n-il February 2. wRO new 

1986. 16.3%

1isrl.._ f.ir y arn beginning October 1. The rate, 

rate for all amendments
then. svr3. as r.e _0pproprate provisional 

through amendment
 
Ptl*:j*;.;g "sinh ,amendment. 4, dated April 14, 1987 

The newest provisional rate was not
-U*Jnulmcor 10, tober 2, 1988. 

tie from the World Relief International Headquarters
in 


Relief El Salvador office 
to affect the rate for
 
')ill.1-. t, - Wr! 

most recent _menlme" number 11, signed on April 11, 1985.
 

set within the original grant to ue the
 
l" vimmarV. the rv.edent was 

amounts
ed with AID in Washington, D.C. and all
'ra-r:nt,:, 

n: n ini nhse'n - ;T t~ujget amendments (except for the oversight made
 

costs and a special 4% rate to indirect.n amniment 4 exciude 
the second phase of the
 

l.rne Wo;rld ,Reliefand AID for 
nev. i.te-
 to the
 
baei gra is pr:'., amendment number 8) can be traced 


Me World Relief El Salvador office understood to be 
r-insi - rates 


i-n A:: -,"- time of each amendment.rnnf=" 


-World Relief El Salvador could not justify the
 The Audit tates that 
charged to the project because it was not certain 

amont )f verhead 

of the :verhead rates and allocation basis that were in affect
 

We believe that
 the project- (page 53 of Audit report).
thriuha7t 

herein along with the appropriate referencing
he explanat::in pr.'ided 

standard grant provisions, and (3)
to (1' the Driginal grant. (2) the 

gc:Iated ndlre:ct Cost Rate Agreements" provide the
the "It 

It is our position that this
 
justification for amounts charged. 


the Auditor's concern regarding this matter
 
inf,:rmotcn shoals satisfy 

to certain recalculations as recommended by the Auditors (gee
stbOe: 


to Auditor Finding 3I, Recommendation (c)) and
 
World Reilef respons,: 

to which w, concur.
 

itor' Rt-mm,-ndation fb)
,Cl,-10=" E, dl, Adiir 

t - , ther h* ,_ , IF of indirect Tpe Cowts Cited in Thi. 

Crrnd to the Project as DirectU i." Hove 9-n TmP 
a subset and to the
recommendation is


01010. We beIieve that this 
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...Audit-Finding 31,--ecommendation (c).. This concern is addressed- in... 
our response to that recommendation, as indicated below, 

Compliance Finding 1. Auditor'p Recommendation (,o) - Peoc:ire 
World Rel!f El Salvador to Recal'ul.te the Amounts of Overheatd that 
Should be Charw-ed to the Pro lect and . . . Renonoile . . . We 
concur with this recommendation. In order to accomplish this 
objective. World Relief needs to meet with AID to finalize 
understanding? regarding how indirect cost should be charged per 
fiscal year.
 

Complanre Finding #, Auditor's Recommendatlon (d) - Reauire 
World Relief -o Demornst rate where All Payments Received from AID for 
Overhead were Dent-P4 ted . We believe that this recommendation is 
outside the scope and concern of the auditors (see Auditor's Report, 
"Audit Objectives and Scope", pages 2 and 3). This recommendation 
extends the audit $cope to include a review of accounting and deposit 
practices of the international headquarters office of World Relief in 
the United States. Nonetheless, we would be happy to comply with this 
reommendat- if rhe AID grant officer determines that this 
information is pertinent to the grant under audit. 

4.3 AUDITOR'S COMPTIANCE FINDING #2 - SPLIT PURCHASES
 

We take issue vith the auditor's conclusions regarding World Relief's
 
motivation fcr its past practices. We maintain that methods used in
 
"split- purchase" activities were made in order to maximize the
 
delivery of i-ods and services to project beneficiaries and within
 
time schedules desired by AID.
 

As mentioned in Section 2.2, item 3, wa regret that the grant 
provisions were not followed. World Relief maintains the position 
that all "s;lit-purrchase" transactions were used for project purposes 
that helped meet grant objectives. 

4.4 AUDITOR'S COMPLIANCE FINDING $3 - INTERNATIONAL AIR TRAVEL
 

World Relief understands the need for prior written approval and has
 
taken steps to ensure that this procedure is followed. Also, see
 
World Relief's comments in Section 2.2, item A and Section 3.6.
 

4.5 AUDITOR'S COMPLIANCE FINDINGS 04 and 05 - CATTLE PURCHASES
 

Please see Se,:tion 2,2, Item C for response to this issue. 

http:Recal'ul.te
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TAX STAMPS 
4.6 AUDITQWS C9VMFLIANCE FINDING 36 - PAYROLL 

place tax st.am ps as required by laW, o1 payr~llWorld Iellef dcer all payroll doc:uments 2 :ted priordocuments. These h.al been placed o:n 


to comp let ,n o:f the audJ:it.
 

4.7 AHEI'TO5 .7 CMtLlAtE FINDING :$7 - TAXES ON DANGER PAY 

U,:! -f is in 'tL prcess of gaining legal advice :on'ernflg this 

r an - mi:hanges to its tax withholding prac,i e,r.at 
atr.dttl T art 1 ffv ring interpretations of the applicability of 

Wr ,d , 119 and Article 1 of Executive Decree number 12 
-:A1: number of March 6, 19a9 regardingDiary 45. 


wit- .h-i reqzrements on danger pay.
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Apartado Postal 05.180, 1-1 Sjlvador, El Sjlvador. C. A rUIlIuu. 23 6416, 

Jerry Ballard, executive director 

ATTACHMENT 3.
 

L ISTA DE ENTREGA DE CORRESPONDENCIA 

EGO - RECIBIO FECiIA 

I- BAYER DE EL SALVADOR -:. - - . ,., 

2- EXPRO S.A. DE C.V. / , , - -- !Y/ ' / 

3- SAGRISA"''
 

- / . -&,s,4- HOECHST 


5- QUIMICA iNTEGRADA 7I
-, -r '. . "-/i6- SERTESA 

I ) ','! /.-

_________11~{7- CrTM : RORD1 ~L{t2 

\8- :NG. DCUEL PORTILLO _______T_ 

9- ING. MAR: ANAYA - jt-.&-. . 

10- CCOPE. AAPA __ 

I? I" 

vil- CEN2A/ - 1 - .8 

,'.12- AVELAR HOS. S.A. _e 


1]- MOORE COMERCIAL - 7 --7--- "
 

tI 1 No. 121 CuiomaII.J UL'II|U.Of.; 
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4ATTACIMENT 

CHECKSBASIC GRINS 

TOTALCHECK No.SUPPLIERITEM 

3266 135,625.oo
 
1) Cogollon (Insecticide) Bayer 


3238 266,600.00
 
2) Lorsban 2.5 (Insccticide) Avelar 


" 3270 343,226.o
 

3) Ammoniim Sulfate (Fertili
3232 253,582.oo
Sertesa
zer) 


" 3265 524,274.oo
 

if 3281 158,828.oo
 

It 3288 147,500.oo
 

to 3294 59,000.oo
 

to 4060 10,502.oo
 

Quimica
4) F6r--ula 15-15-6-4 (Ferti-
 479,007.oo
3267
Hoechst
lizer) 

t 3280 84,750.oo 

84,750.oo
3287 


57,065.oo
4051 


113,000.oo
3279
C.B. 


5) F6r-ula 16-20-0 (Fertili
48,160.oo
4060
Sertesa
zer) 


3245 396,000.oo
Daniel Portillo
6) Corn Seed ',H-5) 


Assoc. San An7) Corn Seed (H-3) 
 108,000.00
3246
dros; 


T 0 T A L...............
. 3,269,869.oo
 

http:3,269,869.oo
http:108,000.00
http:396,000.oo
http:48,160.oo
http:113,000.oo
http:57,065.oo
http:84,750.oo
http:84,750.oo
http:479,007.oo
http:10,502.oo
http:59,000.oo
http:147,500.oo
http:158,828.oo
http:524,274.oo
http:253,582.oo
http:266,600.00
http:135,625.oo
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Policies/Procedures .I 	 00mcl)Mictsa Of Y.,terest 

10/01/88 9.1
General Policy on conflict of Interest 

POLICY 

prom tine to time, officers, directors and eloyees of World Relief may 

be faced with circumstances in which their own interests conflict (or 

could possibly conflict) with the interests of World Relief. It is the 

purpose of this policy section to describe World Relief's policy with 
respect to such situations and to provide certain guidelines relating to 

that policy. 

There should be no business transactions between World Relief and any 

employee or related party, involving a conflict between the duty of the 

employee co World Relief and the self-interest of the employee or related 

Employees of World Relief avoid all situations which affect, or
 party. 

might >e likely to affect, their undivided loyalty and interest in 

onservihg World Relief. No employees ot World Relief, in their dealinigs 
for themselves, orbehalf of World Relief, realize any profit or benefit 

gain apart from their remuneration from any related party(s), or secure 
World Relief. 

Upon hire, all employees sign a statement 	documenting that they have read 
asked to comjly with thisthe "Conflict of Interest Policy" and are 

policy. A copy of the "Conflict of Interest Policy" is found in the 

appendix of this manual. 

to be prohibited by these conflict of
No transaction shall be considered 
interest policies if properly authorized. A transaction shall be 

considered to be property authorized if it is approved in advance and, at 

the time of its approval, the personal interest of the employee and the 

related parties has been fully disclosed. Transactions involving 
areofficers, direct ors or the Executive Director of World Relief 

approved by a majority of the disinterested members of World Relief's 

Board of Directors. Transactions involving any other employees of World 

Relief are approved by the Executive Director. 



2.
ATTACHMENT 6, Page 


Policies/Procedures Appendix	 gi0/01/88fcuv I0. 13 

Title 


Conflict of Interest Form
 

.%&T'1NTOF POLICY OF 
WORL- RELIEF CORPORATION 

iRaah13 LNFLICTS OF INTEREST 

I. PURPOSE 

employees of Wcrld Relief 
From 	 time to time, officers, directors and 

in which their own interestsbe faced with circumstancesCorporation may 	 Reliefinterests of World 
confl.ict (or could possibly conflict) with the 

It is the purpose of this statement to describe World Re2ief 
Corporaticn. 

to such situations, to provide certain 
Corporaticn's policy with respect 	

means for administeringthat policy, and to describe the
guidelLnes relati'-Z to 
that 	policy.
 

II. DEF721ITICNIS 

As used in this Statement if Policy: 

World Relief Corporation.A. 	 WRC. "WRC" shall mean 

the 	National Associatici of Evangelicals, of 
B. 	 NAi. "NAE" shall mean 


ZLcn WRCis a subsidiary.
 

employeeshall mean any officer, director or 
C. 	 ED.olovee. "Employee" 


of 7C.
 

shall mean any member of the family of any 
D. 	 Relative. "Relative" 

(incluoing his or her spouse,
offi-cer, director or employee of WRC 

or spouse of a child) wherever 
parent, brother, sister, child, 

cr 
residirng, and any other relative whether related by blood 

mrriage, living in his or her hrme.
 

Related Party. A "Related Party" of an Employee shall mean: 
E. 


Any Relative of the Employee;
1. 	Relative. 


Any corporation, partnership, or other 2. 	Related Orgnization., 
orgnizaton (other than WRC or NAE) of which 

an offic' r, 
is an
 

director or employee of WRC, or any Relative 
thereof, 


officer or partner, or in which an officer, 
director or employee
 

of WRC, or Relative thereof, either directly 
or indirectly, is
 

the 	beneficial owner of any interest (except 
for securities
 

recognized stock exchange); andlisted on any 

or estate in which an officer,
 3. 	Trust or Estate. Any trust aRelative thereof, hasor anydirector or employee of WRC, 
or serves as a trustee or in a similarbeneficial interest, 

capacity.
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"Confidential Information" shall mean any
F. Confidential Information. 

or as a 
information gained or received by an Employee through, 


result of, his employment'or other relationship with WTRC,which is
 

not generally known by, or disseminated by WRC to, the 
public. By 

way of example only, such Confidential Information includes: 

of the organizaticn1. 	 Orernizaticnal Details. Detat.!s internal of 

WRC;
 

&alaries. Wages and salaries of the Fr-ployees of 'RC;
2. 	Waizes and 

published
3. 	Financial Data. Financial data not containe in 

report3 of 'RC; and 

Donors. Etc. RelationsInf:---ation About FI.nlovees, Sunliers.4. 
witn, or information about, 'WC'semployees, suppliers, 

or organizations with whom
contractors, donors or other persons 
WRC does business, including any info ration about WRC's 

business or contractual relationships with them, donations from 

them, and any other transactions with them. 

III. POLICY
 

between World Relief Corporation
There si:-uld be no business transactions 

the 	duty of the 
and any Employee or Related Party, involving a conflict between 

Employee to 1WRCand the self-interest of the Employee or Related Party. 

Employees of 'WRC should avoid all situations which affect, or might 
be likely 

WRC. No Employee of 
to affect, their undivided loyalty and interest in serving 

orshould realize any profit
W1 C, in hi.s or her dealings on behalf of WRC, 

or secure gain apart frcm 
benefit for himself or herself, or any Related Party, 

his 	or her rersineration from WRC.
 

IV. Gf ELFS
U'N 


the guide!-".e,
In interpretig and applying the policy set forth above, 

set forth in this paragraph IV shall apply. These guidelines do not descc:i'e 
might exist, but are illustaive

all 	situations in which conflicts of interest 

of certain such situations and describe WRC's policy as 
applied to those
 

situations.
 

A conflict of interest may exist when an Employee or
 A. Investr--ntz. 

any 	Related Party has made an investment indirect, in or with any 

or seeking to du busine'.s with 
person or organization which is doing 
WRC, as a supplier, vendor, contractor, or 'therwie, except tI.,t a 

merely of the ownership offinancial interest which consists 
not likely to involve a conflict of interest If: (1)


securities is 

orthe securities are listed on a recognized stock exchange traded 

on a regular over-th -counter basis; and (2) the combined holdings 

in the security of the Employee and his or her Related Parties 

constitute less than 1% of the total securities of Lhe particular 
to have knowledge of allclass. Employees shall be presumed 

Parties.investments and other financial interests of their Related 
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B. Emolovment. A conflict of interest may result if an Employee is 
employeo or compensated in any way, either directly or indirectly,
 
by any person or organization which is doing or seeking to do 
business with WRC as a supplier, vendor, contractor or otherwise.
 
Accordingly, all Employees are prohibited from working for, or 
acueptir'g corpensation of any kind from, any such person or 
organi aticn as an employee, consultant, director, agent, or 
otherise. 

C. 	 Gifts and Other Renefitq. A conflict of interest may result if an 
Erployee or Bielated Party solicits or accepts from established 
banking or financial institutions), or anything else of more than 
nor..nal value from a person or organization whicn is doing or 
seeking to do business with WRC as a supplier, vendor, contract or
 
or other-ise, regardless of the existence of a personal relationship 
with such person. It is essential that an Employee avoid placing
 
himself or herself in a situation in which the grant or receipt of 
favor.tism may be implied as a ,atural result of the accept,-knce by 
the Em.ployee of such a gift, loan, or other accommodation. A gift 
or anything else whicn has a value of more than $100.00 shall be 
ccnsidered to have more than a nominal value. Normal transacticns 
wit h 	 financial institutions, such as banks or savings and loan 
asssccations, are not considered to present conflict probl(-c.s and 
nor-za business courtesies need not be rejected, However, Employees 
are expected to follow recognized standards of good judozent, 
ethics, and good taste in all of their business dealings, alwrays 
=aL:tainirg the integrity of the relationship between the supplier

andg W-C. 

D. Ccrcr.-ate Ooortunitv. An Ehployee must not appropriate to hiself 
or nerself or divert to others, directly or Indirectly, any
 
opportunity in which it is known or could reasonably be anticipated, 
that VRC may have an interest. 

E. 	 Ccnfidential Informtion. Employees shall not use Confidential 
Infcr-ztion in connection with any personal business ventures or 
other-i-ce for their own gain, or for the benefit of any person or 
orga.nization other than WRC. No Employee, either during or after 
the term of his or her employment, shall divulge any Confidential 
Information to anyone, or use any Confidential Information in any 
way not directly related to the business activities of 'WRC,or in 
any way which would adversely affect WRC's best interests. 

V. -TIC'; FOR CERTATN TRANSACTIONS 

Notwithstanding anything to the contrary in the above policy and 
guide Ulnes:
 

A. Transactions with NAE. No transactions between WflC Employees and
 
NAE snail be considered to be prohibited by this conflicts of 
interest policy.
 

( I J/ 
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B. 	 Approved Transactions. No transaction shall be considered to be 
prohibited by this conflicts of interest policy if it is properly 
authorized. A transaction shall be considered to be properly 
authorized if it is approved in advance and, at the time of its 
approval, the personal interest of the Employee and his or her 
Related Parties has been fully disclosed. Transactions involving 
officers, directors or the Executive Director of WRC must be 
approved by a majority o the disinterested members of 'WRC's Board 
of Directors. Transactions involving any other Employees of WRC 
must be approved by the Executive Director of WRC. 

VI. ArMINISTATIONJ OF POLICY 

A. 	 Enforcement. The Executive Director of WRC shall be responsible for 
enforcing this conflicts of interest policy as to all Employees 
other than officers and directors and, as to officers and directors, 
the Chairman of t/he Board of Directors shall be responsible for its 
enforcement.
 

B. 	 Acknowledvement. Within 90 days of the date on which this r.:licy is 
adopted, present Employees of WRC shall acknowledge in writing that 
they hav,6 read this Statement of Policy Regarding Conflicts of 
Interest and that they will ccumply with it. Hereafter, each person 
who becomes an Employee o WRC shall acknowledge the same in writing 
upon becoming employed by WRC. 
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AMOWLEDGDT OF READING AND
 
COMPLIANCE WITH CONFLICTS OF INTEREST
 
POLICY OF WORLD RELIEF CORPORATION
 

I hereby acknowledge that I have read and understand the "Statement of
 

Policy of World Relief Corporation Regarding Conflicts of Interest" adopted by 

the Boart4 of Directors of World Relief Cori oration on March 6, 1984, and that I 

am -nccrpba.c ith that policy and will continue to comply with it. 

rate Signaure 

0a
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ACKNOWLEDGEMENT OF READING AND
 
COMPLIANCE WITH CONFLICTS OF INTEREST
 
POLICY OF WORLD RELIEF CORPORATION
 

I hereby acknowledge that I have read and understand the "Statement of
 

Policy of World Relief Corporation Regarding Conflicts of Interest" adopted by 

the Board of Directors of World Relief Corporation on March 6, 1984, and that I 

am in compliance with that policy and will continue to comply with it. 

Date Sig,,.,,,, 



AGKP4CY PO INTKENATIONAL. DEVeKLQpiCNT 

WASHINGTON. D.C. 10512 ATTACHMENT 7, 

NEGOTIATED INDIRECT COST RATE AGREEMENT 

Date February 12, 1985 
SUBJECT: Indirect Cost Rates for Use in Cost Reimbursement Type Agreements With the Agency for Intrnmational 

Development (AID) 

REFERENCE; DCAA Audit Report No. 3101-SC160116 Dated 1-7-85 

L.UNTRACTOR: World Relief Corporation
 
or P. 0. Box WRC
 

;RANTEE: Wheaton, IL 60189 

I TI NEGOTIA TEDINDIRECT COST RATES (%I 

Ef-fec-ve Perind Indirect Ccst Rates (%)
 
0o From 
 Throuqh Over.ad A) G & A (B) 
inal 10-1-82 
 9-30-83 
 73.0 28.0
 
ovisional 10-1-83 
 Until Amended 
 73.0 28.0
 

Base of Aoclication 

Overseas Project Managenent Rate
 
Overseas direct salaries and wages
 

( ) G& Rate
Direct salaries and wages plus overseas project management salaries and wages 

%-eptancsof the rte() agreed to herin is predicated upon tie conditions: (1) that no costl otuer than those incurard by the gran.selcont a r were incudea in its indirect cost7' tihtathe sant riate proposal ad that suchcosts that have been costs are leqa oligauions of tle grantse/contractor;tated asindirect costs have not been climed as direct costs; (31)that simila types of costst been accrded consistent tretnent; and (4) thi the information provided by thle grantee/contracor wichwas used astle bausic =Ptanceof the raeli) aqrtel to herein is not submlequently found to be materially incomplete or inaccurate. 

'k.J 1420-47 (8-.01S (S Reveru 
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AGCC FOR . .... o9.VEL.O1.aN ATTACHMENT 7, PageERM-TI. 
WAISI.iGTO., D.C. 5055) 

NEGOTIATED INDIRECT COST RATE AGREEMENT 

Dare 10/17/88 

SUBJECT: 	 Indirect Cott Rates for Use in Cost Reirobursement Type Agreements With the Agency for Internation.al 
Development (AID) 

REFERENCE: DCAA Audit Report No. 3101-6£c160331 dated July 12, 1988 
and contractor's proposals 

CONTRACTOR: World Relief Corporation 
or -P.O. Box-WRC 

GRANTEE: Wheaton, IL 60139 

PART I NEGOTIATED /,VDIRECTCOST R AEs l 

btjr',e ~ Overhead Rates 

Tce From Throuch Overseas USA 

Jrograms Programs 
(a) (b) 

Final 10-1-83 9-30-84 164.0 22.0 
Final 10-1-84 9-30-85 65.0 21.0 
Provisional 10-1-85 9-30-86 16.3 17.4 
Provisional 10/1/86 Until Amended 18.6 13.6 

Base of Aootica ion 
(a) For FYs 	ended 1984 and 1985 - Program Management Overseas direct salaries and wages.
 

(a) For FYs 	ended 1986 until amended - total direct' Costs.
 

(b) For FYs ended 1984 and 1985 - total direct s!vlaries and wages
 
(S&W) consisting of direct program S&W and program management S&W.
 

(W) For FYs 	ended 1986 Until Amcnded - total direct costs.
 

Acceptnctof the rate(t) &qteed to herein it prtdicated upon the condition: (II that no osil other than those incurred by the gran.
tIe/contractor ,ret, Intluded In Its indirect colt rate Proposal and that uchi costs afr legal obligations of the grantee/contractor;(7) that the same colts that have been treated at indirect costs hive not been claimed at diect colts; ( ) that similar types of ct.sts 
have been *tmcoroted nd (41 that he information provided by the t)rante/contraclor which was used as the ussisconitent treatment: 
for acc*ptanctof the ralel(l agred to herein isnot ub.quently found to be materially incomplete or inaccurate. 

AID 142047 (0.-300 	 f1av fleveixt) 

http:Internation.al
http:o9.VEL.O1
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PAR T 11- SPEC/A L TERMS 
'rureaua A ND CONDI TIONSto of thAer 7'2.7 
acy a,t or th ncy for lotoro..l1oo..±rt Io of 	 Dtahop.th . Ar.cl 	 0 t Acqui "LtlOO
Or* Incorp .rated Ae-u9 atloDO (A..Ai.A).

C111164.Alree¢= 	 Into AlD Agro,,,:,, shown belov. 
the obotlatedobetlveti: 
I .o 	 Indl
crPh lfl 
 co t-1-D*o 	 Thia Alr,,a,,tor 107 Otbir Agrteos	 ja O.Jicq provlded &hall o 

0 Qt bar,.ecothe partite. 	 for in it1. Contractsl or crea1te It8
 

Contract/Cr~tt 	 a 
Coa._.}
~a c€/ r . N ube rPDC0233-G-S-3150-00 


rProlec Froler
 Number
 

938-0233
 

ACCEPTED: 
World Relief Corporation
 

By________ 

XJmesJ,$6
 
____ ______ ery____ 

cONW!LCT1MC OF?ZC~j_ 

r.M.l 

Dr,,tprSu 	 Procure O 

od Special Coats At..CbxCo e 	 Support DivsItoo
s &'Oc4 for lt.-r 
1 0o"1 Dvogor..t = D h 

DISTPU]TIo: 

oP/os OP/W OP/WoSM/Ec w7 	 OTIURx -w7J X GA/wOS/lAC 	 X FVA/PVCW/FAOS/AFR W/? WHS 	 X PS/Sup
X PFH/F/IPAFDj,

A ID 14 2 4 7 (8 0 b-t,6 



U"4YC0 STATCS I AN'T1"OflAL OCV(LO1£..Y CO, n.[ Y6ON AGiCY 

.CNCYFORHTCM.ATIO^ L OEVX t0' "T ATTACHMENT 7, Page 
WASHINGTON, 0.C. 10S) 

NEGOTIATED INDIRECT COST RATE AGREEMENT 

Dale September 12, 1989
 
SUBJECT: 
 Indirect Cost Rates for Use in Cost Reimburuernent Type Agreements With the Agency for International 

Development (AID) 

REFEREt)CE: RIG/A/W LTR No. 89-58 dated July 25, 1989

and Coitractor's 
p2 fosal dated February 17, 1989 

CONTRACTOR: World Relief Corporation
 
or P.O. Box WRC
 

GRANTEE: Wheaton, IL 
 60189
 

PART I NEGOTIA TED INDIRECT COST RATES (%) 

Effective Persod Overhead Rates
Type From Throuch Overseas USA
 
Programs Programs
 

(a) (b)
 

Final 
 10-1-86 
 9-30-87 
 18.6 
 13.6
Provisional 
 10-1-87 
 until amended 16.2 
 14.4
 

B&se of Applicalion 

(a) Total direct costs.
 
(b) Total direct Costs.
 

Acceptance of the rate(k) ujeyd to herein is predicated upon the conditions: (Itee/contractor were tnoude ti is51indirect that no costs other than tho.e incurred by the gran.cost rate propoul and th" ' such costs are(2)that ,j-Z legal obligations of the grantee/contractor;same costs that have b-n treated as indirect costs have not been claimedhave been accord. consistent as direct costs; (3) that similar types of coststreatment: and (4) that the information provided by the grantee/contractor which wts used as the basisfor acceptance of the rate(s) agreed to herein is not subsequently found to be materially incomplete or inaccurate. 

(IL) 



PART/II ITEMS NORMALLY TREATEDAS DIRECT COSTS
 

ATTACHMENT 7, Page
 

PART 1/1-SPECIAL TERMSAND CONDITIONS
 

Pursuant to 742.770 of the Agency for International Development Acquislion Rglartions (AIDA). the negotiated indirect 
rates set forth in Part I of this Agreement are incorporated into AID Agreeanta shown below. This Agreement shell not ct 
any monetary ceillng, obligation, or specific coat aUol.ance or disallowance provided for in the Contracts or Grants listed t 
or any other Agreement between the parties. 

Cintract/Grant Number Ameodment Number Project Number 

PDC-0233-G-SS-3150-O0 
 938-0233
 

ACCEPTED: World Relief Corporation -Q -

BY ]A, er 
CONTRACTINdc OrPPCtiOverhead and Special Coats Branch dwl 

-rnIw1o, typci tSr. Frocuremeo: Support Division 
.r Office

Agency 
of Procuse-oQt!
for International Development 

Daie 

DISTRIBUTION: 

op/os 
osADE 

oP/W 
i/--"X 

oP/w 
X 

oTHE 
EG- A/w X WVA/PVC 

OS/IAC W/FA W/MS PS/SUP 
,'M;/AFR X PFMJ/FM/PAFD 
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