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DATE: 	 August 27, 1985
 

FROM: 	 Eugene L. Treasrau, A/RIG/A/Nairobio ',A 
SUBJECT: 	Pre-Award Survey Of The Center For African Family
 

Studies, Audit Report No. 3-615-85-17
 

TO: 	 Ms. Laura McGhee, Regional Contr acting Officer, 
Regional Economic Service Office/East & South Africa, 
Nairobi, Kenya 

In response to your requLest, we made a pre-award survey of the 
Center for African Family Studies (CAFS) located in Nalrobi, 
Kenya. CAPS is under consideration for a $2.3 million AID 
grant to administer training courses aimed at improving family 
planning delivery systems. The grant is proposed to be 
implemented over a three-year period with a project assistance 
completion date of December 31, 1988. The purpose of our 
rev iew., was to excaiine CAFS's accountin system and fi nancial 

and management capabilities. 

IBac k;qro urv 

CAFS is an inst itution estab] ishod by the Africa P'eg ional 
Council 	 of the International Planned Parenthood Federation 
(I111F) . it i,; based in Nairol)i, Kenya, providing slor t but 
inten:;ivo trainirig cours;s' in population, family planning and 
fami].y ]ife educaLion aimed at integr:ating these activities 
into Soc4o-'conomic dc.velo1mentL proI r wmn in sub-.Sahara Africa. 
Participaits in courses and workshop.; are usuall.y lniddl1e and 
senior-] 'vcl personnel from various social and educat iontl 
agencies. 

In January 1983, CAPS began opoerat i ng as an autonomous 
non-prof it agency independent o its preVious parent 
organization, the International Planned Parenthood Federation. 
This independence put the responsibility on CAFS for raising 
its own operating funds. 

Survey Kos;u I ts 

Accoun tino_Systtm And Records 

The present accounting system was adopted from the previous 
parent organization IPPF. It is a basic manual system 
consisting of journals dotailing transactions which are 
summarized monthly and posted to the gener-il ledger. A review 
of a previous AID project. showed that expenditures were 
segregaLed oy project and donor, and that an appropriate 
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accounting could be made. CAFS also adopted the formal 
financial policies of IPPF. The records are audited annually 
as of December 31st by Price Waterhouse Associates in Nairobi, 
Kenya. The auditors, expressed an unqualified opinion during 
the last examination as of December 31, 1984. 

Currently, CAFS controller is solcly responsible for the 
financial operations. We believe tnat disruptions could occur 
in the accoLunting function .in the event of the controller's 
absence. The controller agrees that: the volime of accounting 
work could easily double from the award of a $2.3 milion 
grant. The sole person management of accounting activities 
prevents the segregation of cc'rtain duties which are conducive 
to proper inter-nal control. CAFS rinanaycmen t was awarz:,. of the 
potent ial probenms which could result from an increas ing volume 
of accounting work. The director had previous]y recognJ.zed the 
necessi ty oh hiring another individu:i to assist the controller 
if the proposed project is approved. We agree with the 
direoctor's decision and bel].ieve it tio be necessary foc the 
adequate A nancia]. admiiistration of the proposed grant. 

The reportLing system for accmUlattIn staff ins;tructor" time on 
the various projC(t.s: js b -od e Li awt:eluic 'hi.ch is diiector 
ap)provL&. Whill t ; ! yQIteII (!OIl .. tofiective,, t, rcoClmCsini 
that a tima repoi.tLing system Le e.ttl iQh,- 'hJch a .;o LM quires 
the inr't rUcMoM:s to i ind icOW thit the'y hlad actual].y wo,-ked on 
All, project'.. '.llSJ: ci:n easily be arnci( pl inhed by having thl 
inst ructor s;j n a ti r it (4t,(t (XJc tJII' tuelc amount of timeI for 

each cou r s ta uJ h t . 'I'liv ti.mcsheet s W:Olud then bc approved by 
the supervisor or diructor. 

Aldit-ed fnancial stat emnts show that CAPS oper; Ling results 
ducreusesd di ant ic",] y from a net surplus of $127,299 fOr the 
fiscal per iod end it Dc,.rnber 31, 1983 to a net def icit of 
($26,274) fur the peri od ending December 31, 1984. The 
decra:;e wan c-ued by p:iojectts bein ilid)e Qntod in 1984 which 
were not underway in 198,3 due to a lack of tzalf. 

The workinq c ,itpka] position in Weak tbec., :;e all available cash 
is rest r ictod for other do,..r l,,'ojtct:;. The cash balance at 
the end of fiscal year 1981, $127,299, showed no cash 
restricto.l. At the end of fiscal year 1984 a] I avaiiLble cash, 
$122,612, wat; restr i cted for othr donor projects. Tbis ir 
becau;e in 198 3 th. organ iza t ion was pr imar ily f ulucid oy IPPF. 
In 1983 CAI.S beyan opera t ions as ,n autonomous agency.
Therefore, in 1984, CAFS was funded by ,,ther donors for which 
cash had Lo be restricted for specific donor purposes. 
Restricted cash cannot be considered as working capital and 
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current ratios/ for CAFS at the end of fiscal years 1983 and 
1.984 were 2.4 to 1 and .6 to 1 respectively. The proposal 
recognized the casn flow problem of the organi.zation by 
requesting an advance equivalent to two months operating funds 
for the proposed AID project. Since unrestricted funds are 
commingled with restricted funds in the same account, we feel 
the best control over AID funds wil be ac hieved by tile 
establishment of a separate account solely for ATD pLojects. A 
bank inquiry and a review of the bank statement.; showed thE.t 
CAPS had written no (hecks which weren't covered by sufficient 
funds. Credit ratings, as we know them, are not used in Kenya. 

M naement Cupabi.l.itv 

The present management team is experienced in the operations in 
which CAFS is involved. Each individual has a solid bckground 
of educationl and experience that iS corIXIensuratc with their 
specific administrative duties. Key members of the m:minagement 
team, which include the Director, DepL, ty Director, Finance 
Officer and Senior Pr ogr i 11 01' f.ic or hve been with the 
organ i za t: ior si nce pr ior to 1983 when CAPS began opc rating 
independently of the Internat ions 1. Planned Parenthood 
Federation.. 

An limpor tant- object ivc of CAPS si n1CO beomi ncg an imnlependent 
non-profit orgatizat:iun is to idenit-ify potential fund-raising 
sources aid o.estab].i sh a plan or policy for this activity. Our 
review of the minutes from the meetings held by the Board of 
Directors indicat-e wanajgewnt i., addres;ing tile issue and that 
a fund-raising cominittee ha; been established. 

According to the propos 1., CAPS i s to beg i n to e,;tabl is:i 
tuition or fees for itCs cour.;es and at:tract parCicipantu who, 
through their host organization or donors, can pay for the 
c ur s!., . This co(Ild (e important ovcr the three year life of 
the propo.sed projectC. TlTne objective is to have about 50 of th.:. 
anticipated 400 participants in the propo;ed All) projec" 
course:; pay LuiCion and per diem. This will provide CAPS wit. 
an additional .ource of income. We found that management has 
started, though at a low level, tile asse.;,ment of tuit ion fees 
for another donor-tunded course currently being taugtt at CAFS. 

_/ 	 The current ,-atio is an analytical index showing the ratio 
of current as;cts to current liabilities. 

-3



Summary
 

There was nothing significant which caime to our attention to
 
indicate that the project proposal by CAFS should not be
 
approved.
 

However, there are certain considerations which we recommend
 
the comitracting officer imp]enicnt or monitor if the project 
proposal is accepted. They are: 

A. The hiring 
agreed to 

of 
by 

an additional 
the director 

accountant 
after the 

or bookkeeper 
approval of 

as 
the 

project.
 

B. The establishment of' an instructor timekoeping system
which is apr)oved (signed) by both the instructor and 
the director. 

C. The establishment of a separate cash account to achieve
 
the best control. over AID project f unds. A separate
accouLnt will preveiit AID funds from being coi-mingled 
with other donor funds.
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APPENDIX A
 

List of Report Recipients
 

No. of Copies
 

-
Field Office,


REDSO/ESA 
 2
 

AILW.yn
 

AA/M 
 2
 
AA/AF R 
 5

1,F.G 1 
GC 1
 
AA/XA 1
AFfl/EA 
 J.
 

M/FM/A',1 2
 
PC/Ci' 1; 
 3
 

Off' In'p~L~rGcnerJ.
o 


IG 1 
Al.(;/A 1
 

I G/r:E',MIS12RI ;/A/c 1 
RI(/A/[) 1 
RIG/A/K 1 

SIW/A/T 1RIGc/A/'i 1 
RI G/A/W 1 
,I(; /I I/N 1 


