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I.  Mandate from the Director of Administration and Finance (DAF): 

In preparation for the completion of the Simon Bolivar Renovation Project (now anticipated for late November), the Director of DAF requested a thorough analysis of the budget, commitments, obligations, and expenditures related to the Project.  The purpose was to a) ensure complete and accurate accounting of all costs, b) identify gaps in the financial records, and c) take appropriate corrective actions, as needed, prior to project delivery date. 
II.  Background:
On November 6, 2002, the Permanent Council approved the renovation of the SBR, with an appropriation of $2,650,000.  See CP/Res. 831(1342/02).  The account earned an additional $93,404 in interest, for a total of $2,743,404 available to fund the renovation.

Once the demolition phase had been completed in 2004 and the construction phase was to begin, it was evident that costs had risen since the 2002 approval of the Project.  The Secretariat was faced with having to ask for additional funds. See CP/CAAP-2733/05.  CCSI presented a proposal that detailed how much it would cost to finish the project, which they estimated to be $4,084,648.  This figure was meant to be all inclusive, with the exception of the vestibule.  The General Secretariat proceeded to request the additional funds required, as follows:

Original appropriation


$2,650,000

Plus interest earned to 12/04

$     93,404





$2,743,404

Deducted amt obligated to 12/04
$   867,756






$1,875,648 balance available at time of request to CAAP

CCSI proposal



$4,084,648

Less amt obligated to 12/04

$   867,756 






$3,216,892

Less balance available


$1,875,648
Amt reques’d and rec’d from CAAP
$1,341,244

In May of 2004, the General Secretariat received an additional $1,708,000 to upgrade technology in the SBR, as well as in other conference facilities in the Main and Administrative Buildings.  This amount is separate from the SBR renovation project budget and is not part of this analysis.  Nevertheless, that activity is also on schedule and on budget.

III. Problem:

As is evident from the above calculation, the General Secretariat deducted the entire $867,756 from the request, relying on information that these were charges that were included in the CCSI proposal.  However, as a result of the current internal review of the accounts, it has become apparent that only $484,984 was obligations related to the CCSI proposal of $4,084,648.  The remaining $382,772 was a combination of charges not applicable to the SBR Project (i.e., expenses that should have been charged to other projects, to include the Guerrero Room and Padhila Vidal Room), and charges that were appropriately charged to the SBR Project but not contemplated in the CCSI proposal. 
    

The calculation as of March 2004 should have been:

CCSI proposal



$4,084,648

Less amt obligated to 12/04

$   484,984 






$3,599,664

Less balance available


$1,875,648
Amt req’d to complete project
$1,724,016

The difference of $382,772 between the $1,724,016 and the $1,341,244 is made up of:

a) $209,828 in charges that belong to other renovation projects.  These expenses correspond to the Library Stacks renovation project that produced the Guerrero multipurpose room and Delegate’s Lounge, both in the Main Building; as well as to the GSB renovation project;
b) $136,510 in charges appropriate to the project but not included in the CCSI proposal presented in March, such as additional cleaning services, the demolition phase of the project, and others; and

c) $36,434 of technology upgrades that should have been charged against the $1,708,000 appropriation.

In summary, the Secretariat’s budget request to CAAP on March 16, 2005 was understated by $382,772 in regard to the actual budget requirements to complete the Project.  The chart represented as Annex 1 breaks down the $867,756 presented to CAAP as charges to the SBR project, and details which were inapplicable to the project; those that were in the CCSI proposal; and those that should have been charged against the technology appropriation, and which were justified but not contemplated in the CCSI proposal.

Obligations Inapplicable to the SBR = $209,828

	Type
	Company
	Product/Services
	Amount

	In
	Adams-Burch, INC
	Equipment – Kitchen MNB
	$          8,106 

	In
	CCSI
	Construction  Guerrero
	33,619 

	In
	Conference Systems, Inc.
	Equipment – Padilla Vidal
	95,336  

	In
	Fahrenheit LLC
	Furniture – Guerrero
	2,760 

	In
	Jacobs Gardner
	Equipment/supplies
	871 

	In
	Kimball Inter’l Marketing , Inc.
	Furniture – Delegate’s Lounge
	1,427 

	In
	Laguarda Bianchi & Ass., Inc.
	Engineering – Guerrero /Delegate’s
	25,831 

	In
	Monitor Outlet
	Video Equipment
	1,749 

	In
	Siemens Building Technologies
	Air handling equipment and wiring
	5,446 

	In
	The Presidio Corporation
	Computer/Server equip. & install.
	 34,683 

	
	
	
	$      209,828


Obligations totaling $136,510 applicable to the SBR but that were not contemplated in the original project:

	Type
	Company
	Product/Service
	Amount

	Jnc
	ABC Distributors , Inc.
	Bldg. Supplies – SB
	$          3,190 

	Jnc
	CCSI
	Demolition phase
	119,998

	Jnc
	Conference Systems, Inc.
	Equipment – Dismantling
	 5,250 

	Jnc
	Fernandez, Paola Andrea
	Admin. Support – SB
	2,700 

	Jnc
	IBS
	Clearing–SB adjacent
	2,714 

	Jnc
	London Technologies
	Cabling
	1,850

	Jnc
	Monarch CO.
	Bldg. Supplies
	82 

	Jnc
	Sanchez, Elena
	Translations
	326 

	Jnc
	VISA
	AIA documents
	400

	
	
	
	$      136,510


Technology upgrades which should have been charged against the technology accounts:
	Type
	Company
	Product/Service
	Amount

	In
	Dell Computer
	Computer equipment 
	 $          8,605 

	In
	Hoppman Communications
	Audit Video Consulting
	 27,829 

	
	
	
	$        36,434


	
	
	Grand total
	$      382,772


IV. Management Resolution of this Problem:
Although the non-applicable obligations indicated above amount to $382,772, the actual Project deficit is only $173,979.  This is due to both variances between obligated amounts and actual expenditures and to savings generated throughout the implementation of the renovation project, which without the inappropriate charges, would show a surplus of over $200,000.  
To finance this deficit, the Secretariat will take the following actions:

a) Transfer expenditures from the Simon Bolivar Project to the GSB Renovation Project in the amount of $89,733;

b) Transfer expenditures from the Simon Bolivar Project to the Technology Fund in the amount of $27,772
; and
c) Transfer expenditures from the Simon Bolivar Project to the Building Management and Maintenance Account (Fund 125) to the Overhead Account (Fund 601) in the amount of $56,474 of personnel expenses related to building maintenance. 
The combination of these actions will allow the Simon Bolivar Project to make up the deficit and proceed within budget.
V.  Conclusion: 

In view of the forgone analysis, the General Secretariat will be in condition to conclude this Project without requesting additional authority for funding from the CAAP.  If we exclude from the SBR Project the expenditures associated with inapplicable charges, the Project would currently show a surplus in excess of $200,000.  In other words, the project itself continues to be on schedule and below budget.

Following is a recap of the budget and expenses, as well as the adjustments that will be made in the General Secretariat’s accounts:

CCSI Budget Proposal






$4,084,648

Vestibule budget authorization





       90,000

Interest earned in 2005
      





       44,138
TOTAL BUDGET AUTHORITY




 
$4,218,786
Expenses incurred, as of 10/3/05


$2,612.671

Transfer of expenditures to:


GSB Renovation Fund
(89,733)


Technology Fund

(27,772)


Building Maintenance

(56,474)  

($173,979)   

$2,438,692
Obligations recorded but unpaid, as of 10/3/05



$1,135,114

New obligations to be recorded





$   644,980
TOTAL OBLIGATIONS AND EXPENDITURES


$4,218,786
http://scm.oas.org/pdfs/2005/CP15272T.xls

� FILENAME  \* MERGEFORMAT �CP15272E01�








	�.	$867,756 was the amount reported to CAAP as obligated against the SBR project through December 31, 2004, but the actual obligations were $870,604.85.  The difference of $2,848.85 is due to understating the actual obligations in two instances, missing one obligation, and several numbers being rounded.


	�.	 Approved March 16, 2005.


	�.	Annex 1 details the totality of the ‘inappropriate charges,’ and the ‘appropriate but not contemplated in the CCSI proposal’ charges.


	�.	Although the original obligation was for a total of $36,434, actual expenditures against that obligation amounted to only $27,772.











