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because of the imDosed! rest rict ions mentioned above. Also, CoopersLvhrand identified $55,740 in questionable costs charged to 
the proiect.
 
The Coopers and I'rand report 
 contains three 
recommendat ions to improve
AGRO 21's system of internal control and three recommendatioilscompliance to improvewith applicable laws. repulations, and 
apreement terms.
be lieve We
that the fin'iings are significant 
and, as a result, weinclude willthe fol lowi nu recommendat ion in the Office of the Inspector
General's audit reco,,nendat ion follow-up system:
 

Recommendation 
 No. 1 

We recomi, nd that IJSAIl)/Jamaica. 

a. obtain evidence from AGRO 21 Corporation to demonstrate that it hasimplemented the three recommendations for internal controlsrecommendations and threefor compliance contained in the Coopers & Lvbrandreport dated AT)ril 20, 1988; and 
5. neotiate a settlement wi th AGRO 21 Corporation concerni n, thedi snositiOn ot the $SS,740 in costs qlestioned by the Coopers &Lvhranj report datedl Anri 1 20, 1988. 

Please alvi1s thi s office within 30 days of actions planned or taken to
] ement thi s n-commfnlation. 
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ChatrI Wed accountants 1B Holhorn Hoaid PO Rox 480) f...' in Kinq-;ron itmn 

Coo ers Kinqston 10 Jarnaic wI Mo te4Mo Hay

&Lygmnd t~~~~~~~~eel;pruuo926 9370/5Coer&I.yao(Itrrioi)telex 2397 a Illemb f firm f 
an~swetrbac:k Colyt) Ja Coopers & 1.ytrdrwJ (Irnterni,itioon,1) 

cables Colybranc 

April 20, 1988
 

Mr. 09inage N. Gothard
 
Regional Inspector General for Audit
 
U.S. Agency for International Development
 
Tegucigalpa, Honduras
 

Dear Mr. Gorhard:
 

This report represents the results of our audit of the fund 
accountability
 
statement for the Crop Diversification and Irrigation Project, implemented by
 
Agro 21 Corporation Limited under Project No. 532-0123, for the period from
 
September 25, 1985 to March 31, 1987.
 

BACKGROUND
 

Agro 21 Corporation Limited (formerly Agro 21 Secretariat in the Office of the 
Prime Mini ster) was created by the Government of Jamaica (GOJ) in October 1983,
 
and incorporated on April 29, 1985 t; spearhead the private invectm ,nr in
 
agriculture considered (rit teal For he coun y's economic recovery. 
 Agro 21
 
Corprra ion Limired (Agro 21 ) a! so had rhe respun-;ihi I ity of coordinat ing more
 
intensive landl uil izat-ion, crop i Ser'ifiration, ado[rion of iipr, ,,'d technology

and rh,! attract ion f new irvt't-ment ,apiral and technoiogy into agricultural
 
produc r ion. The cur po rat i on i S' ftridt'd by t ho Uni ted States Agency for
 
Inrernat in il ri)fintnt (IJSA IID) arid tht GOA.
 

Agro 21 is idrini itorod by a Poari ,)tt i)irec!ors .ppointed by the Government of
 
Jamaica. It s diay to lay ,porat t.ns are 
 cont rolled by a Managing Director,
 
appt-inred by the fioir , aol [)eputy Man igi r 1 rector, with 
 ,;upport- from various
 
dt pa'rr ment man.i,i r--,.
 

Onl Set(IVr)r 25 , 18)5 t ht ()vernmeWnt of ,Jaman i,-a (GO.]) and t he Agency for
 
[nternar ionriil Pov lopine r (rISA I)) s'i,,',nwd Loan and (.rant Agreements No. 532--T-046
 

5.;2- F-06A f ,;icat 

532-0123. The I()n areemetnIprov i led 


and No. t tund Crop l)iverif ion and Irri at ion Project No. 
For USS9 ,000 ,OO and the grant prov ided 

3 , )0O [ho tI( rht a' prov iddfor (Il" 1 , 0)( . lenI ,u I lA -,o tur i n-k i il -unt erpart 
cont r ibut io(n trom t h,_0k, J ot it ,i,;tHSj, ,)000 ()0. The f i r,;r (Ii sbursement- by
 
USAI) url.r h wa mad, Sept, omber
It project ; on 25, 1 98') and the project- was
 
scheduled for comp ot ion on Septembe r '30, 
 1990. The goa i of the project is t o
 
diverity an,! pr v,at izo f-arms in Jamai,-a by st rengt hening the i n ;ti tul- iori I
 
capacity )f A',,ru 21 t o promo te privateo 
 enteOrpr i ; , agr ictil tural irnvestment and
 
agric'ultural uliv.,r;it i cat ion. 'I'ho project will al,;o estahl ish 
 an initial
 
infra,;t ruco tt.'r di, vel, Im rt 
 pro))ram t () re lhbi I it ate aind c(ro,trri.et inst al lat ions
 
such aIs wel I';, irri(,,t iri cInntl '; pulmni rig st a io'ns, teri in), and elect rical 1 ine.s
 
and a,';. i it A gr 21 irt ho f h tp)rad ng the GO.J ' s (a[)bi I it i es to o pe rate an(
 
maint in tih, i rgat 1t)n ';y';t erm as wel I as the est ahl i ;hment ()f a small farmer
 
I i nk,i ,o pr( grW11.
 

KR Ia(:tisf IPA I),',rues SI' thoIhmru I)V Brotwn 
principal rilrliqer, I ( (mnuih, A(f1 l1rh,,rt.aru 
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AUDIT 	OBJECTIVES AND SCOPE
 

The overall objective of the engagement was to perform a financial and compliance
 
audit of the Crop Diversification and Irrigation Project No. 532-0123, executed
 
by the Agro 21 Corporation Limited, for the period from September 25, 1985 
through March 31, 1987. The objectives of this audit were to determine whether:
 

1. 	 the fund accountability statements of the project fairly present the
 
project funds provided and . .,urned as of Mirch 31, 1987; 

2. 	 the internal controls and accounting practices of Agro 21 are adequate
 
for project purposes, including procurement management, vehicle
 
management, and personnel management systems; and
 

3. 	 Agro 21 complied with applicable laws, regulations, and agreement terms. 

Our examination was performed in accordance with generally accepted auditing 
standards, as well as with the U.S. Comptroller General's "Standards for Audit of
 
Governmental Organizations, Programs, Activities and Functions" (1981 Revision),
 
and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary, subject to the restriction by 
Agro 21 in limiting our access to only such information which it considered to be
 
directly related to the project. 

The scope of our exa ,ination consisted of the following: 

I. 	 Reviea of financial informvtion of the project for the period September
 
25, q5 tu March 31, 1987.
 

2. 	 Study and evaluation of the system of internal accounting control, 
ircluding testing the effec-iveness of the system and determining 
whether the accounting prac ices are adequate. 

3. 	 Evaluation of the procuremert management control system of Agro 21 for 
commodities and services.
 

4. 	 Review of the vehicle management control system of Agro 21, to determine
 
whether USAID funded vehicleq are used in accordance with agreed
 
procedures.
 

5. 	 Review of 'he personnel managment system. 

6. 	 Determinat ion of whether expcnditures were reasonable, allocable and 
allowable under the terms of the agreement, and identifying costs not 
considered appro priate for reimbur ;ement. 

7. 	 Review of reconciliations of bank accounts that record the receipts 
and disbursements of USAID funds, and assessment as to the validity 
of the recorded transactions. 
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8. 	 Reconciliation of tile amounts recorded by Agro 21 of funds advanced
 

under the project with those reported as having been disbursed by
 
USAID.
 

9. 	 Determination of whether Agro 21 complied with the terms and
 
conditions of applicable laws, regulations and agreements.
 

However, the scope of our examination wns more limited than would be necessary in
 

the circumstrnces because of restriction imposed by Agro 21 in limiting our
 
access to only such information which it considered necessary for the audit, and
 
because of the corporation's refusal to furnish written representations in
 

connectio:i with the audit.
 

RESULTS OF AUDIT
 

1. 	 Fund Accountability Statements:
 

Based on the results of our examination, we are uncertain whether project
 
funds are properly allocated as loan cr grant, and we have identified
 
S55,740 as questionable costs. Our scope was more limited than would be
 
necessary in the circumstances because of restriction imposed by Agro 21 in
 

limiting our access to only such information it considered ro be directly
 
related to the project, and because of the corporation's refusal to furnish
 
written representations in connection with our audit of the fund
 

accountability statements. This condition prevents us from expressing, and
 
we do not express, an opinion on the fund accountability statements of the
 

Crop Diversification and Irrigation Project for the period from September
 
25, 1q85 to March 31, 1987.
 

2. 	 Internal Control-


Our study and evaluation of the system of internal control of Agro 21,
 

applicable to the project, indicated the following deficiencies:
 

- There was a lack of segregation of duties with respect to certain
 
Agro 21 accounting functions affecting the project.
 

- There was inade.uate account ing procedures for identification of 
funds as related to 1ran or grant. 

- A time keeping and ottelndance repYlrl ing sy,.tem was lacking for 
locally cont rac:ted t,mplrytees. 

Since Agro 21 did not furnish written representations requested in
 
connection wit h tthe audit , and due to the furt her scope limitations 
referred t o above, we are unable to, and wc do not- , express an opi nion on 

the adequacy of the system of int ernal controls for USAID purposes. 

/I 



3. Compliance with Applicable Laws, Regulations and Agreement Terms:
 

- There was non-compliance with the policy guidelines for control 
of
 
USAID funded motor vehicles.
 

- There was inadequate control in the purchase order system.
 

- Advances iv excess of project requirements for the next ninety days
 
were being held in bank accounts of Agro 21.
 

Because of the uncertainty arising from tie restriction in our scope by
 
Agro 21 limiting our access to only such information which it considered to
 
be directly rel.ated to the project, and because of the corporation's
 
refusal to furnish written representatiSons in connection with the audit, we
 
are unable to, and we do not, express an opinion on compliance with
 
applicable laws, regulat ions and agreement terms for those items not
 
tested.
 

MANAGEMENT COMMENTS
 

We provided Agro 21 and USAID-Jamaica with draft copies of the report and
 
we met with officials of both Agro 21 and USAID-Jamaica on January 27, 1988
 
to discuss the report.
 

Our opinion on the findings in our report has been amended as a result of
 
Agro 21's refusal to furnish written representations requested in
 
connection with the audit.
 

We have received, through USAID-Jamaica, a copy of Agro 21's memorandum to
 
Mr. Coinage N. Gothard, s-tt ing ouc their comments to our report. The
 
memorandum is attached Appendix this report. We
as 2 to have noted the
 
comments ccntai ned therein. 
 We do not agree with them in general and do
 
not consider them to b of significant relevance to our findings.
 

In general we concur with the observations of the Mission Director,
 
USAID-Jamaica, included as Appendix 1.
 

C!AI'.,RTIAOD AC(COU/NTAN') 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT 

USAID/JAMAICA PROJI'CT NUMBER 532-01 23 

REPORT ON TIHE FUND ACCOUINTABII, TY STATEMENTS 

AUDITORS' OPINION 

We have examined the fund account atlility staterments for the period September 25,
1985 to March 31 , IbQ7 of the CroP Diversification and Irrigation Project No.
532-0123 implbeymnt .d lv Ag ro 21 Corp,,rat i oni. iIliited, and funded by LISA iD/Jama i ca 
Loan and Grant A'r,.,n,-u s No. 532-T-046 and No. 532-T-046A. Our examim: ion was

Ydnct IItIral lvm3dI in occrd wit h acceIted audit itg standards and the U ,S.
Compt rl I or t;, utra I' s "St aIlaIrds faor Audit of Government al Organi zat ions,
Progr-- m'l, Act 1vit Io irnd uuric ion;" (1981 Revision), and accordingly inc uded 
such tLsts I 1 t ho atii iI n records and such ot her auditing )rocedures as wc 
cons itr ( I ,- r- v I I) Ith' C I ICLI;' t 0 'i, U X C V T-)t ias explained in t he second and 
t hi rd p,- br apiJ. - I i,, -. 

The sco of ,tur wirk w's l imited Iy Agro 21 restrict ing our 'ccCss to only such 
int orm, l iar, wi I ,h It con,, I icr d to he di reCt lv rel ated to the project and by t s 
refuL]<i t o iA- ,.J_' ' t I t (I1- 1. ') rietenat ion; in conrect ion wi th the audi t of the 
fund ; i'II ori li lty tftoMrI,'nts,. 

q m rc' fi ,- xpiai d I n audit i f di n , 2 of tle r"eprt on internal cont rol s,
hei ac , iunt I I ,' r-,,, d ,I A ro, 21 ,t, n, t u i s t i ngii sh bt ween Ioan and grant

fund,, and in - I aiin I , fn- , . l ire,n-i %-; it- o, l it chrrta tori st i cs over] ap,
a] ]clat ir I p.IrfI I at I he dIi r-I-t ,o n of Ag_,(ro 21 . As a c 0n c e (t eC0, we were 
unable t( vI-r -fv that prt ject fond'; wtr, correctly classif ied as loan or grant in 
the fund CIt IlIt lli I I t I iaI -Tm f ) 1. 

In addi t ion, i it,t id I IS ,7 as qI t unMable costs, morf fully d('scribed 
in Note I). 

cIllc S, (, t h i on- t i tIdi lo-, , l',I I iin,I t h s-Coe) 1imit lt ion aid thIeP 
CIa," fIt I r inI) of I it I a. l (,IIa)oI i, r,rrI t 'y 21 , ref rred to) in I he ,,e o nd
and t hi i- t lk if-i 1".,, 1"' 'lla ' - 'd t li, al-Bunt oI IJ';!Y , 7;1 whi; 'h we 
iInlr- ,ttf '':(It ' iiC t-.-11, , i I,. faoirl I l I,.;y'r:Itph alilve , we, artI naInbleft ), it rt' I w,- ,), t . ;.ir + . w,~ thf,, ,, irl , i , f''Irnd ' , l i+'l,|, i I Jt . "t lit o l it t o)f 

I w (r l V) - t iilt 1,, lt ill I ll 1 '' it l !l P ,TIj It t-Ir t li p- riI)d fr S(pt omIb 2,rI , r 
1985 t Miirb I 1, I "H7 , ir,,l i,id (l t h c0,1l IaiW, I (If MIcourit in)g,, at', de;scr ibd in 
not i1. 

Apt i I :(), 

K I iCturw PA/ 1) .. ,. !trl lra(Si 11i DV CIA RI A(SP 'u'tjuj'i :; 
pt iclrml 1iirlme'. I ( (Goodie A( L- Holilsln 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT 

USAID/JAMAICA PROJECT NUMBER 532-0123 

FUND ACCOUNTABILITY STATEMENT 

FOR PERIOD SEPTEMBER 25, 1985 TO MARCH 31, 

(expressed in thousands of US$) 

1987 

LOAN 

RECEIPTS 

Fund received from USAID 

LESS DISBURSEMENTS: 

$ 2,974 

BUDGET CATEGORIES 
BUDGETED 
AMOUNT 

S 

AMOUNT 
DISBURSED 

$ 

QUESTIONABLE 
DISBURSEMENTS 

$ 
NOTE 

Technical assistance 
Infrastruct ure 

rehabilitation 
Contingency and 

inflation 

1,040 

3,550 

410 

5,000 

67 

1,861 

( 18) 

1,910 

D 

E 

Bank balance on March 31, 1987 

1,910 

$ 1,064 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

FUND ACCOUNTABILITY STATEMENT
 

FOR PERIOD SEPTEMBER 25, 1985 TO MARCH 31, 1987
 

(expressed in thousands of US$)
 

GRANT
 

RECEIPTS
 

Fund received from IJSATD $ 2,940
 

LESS DISBURSE"MENTS: 

BUDGETED AMOUNT QUESTIONABLE
 
BUDGET CATEGORIES AMOUNT DISBURSED DISBURSEMENTS NOTE
 

Technical assistance 3,114 409 12 D
 
Commodities 656 209 44
 
Operations 375 110
 
In frast ruct urP
 

rehabiI i:-at ion 6,616 439
 
Interim 0 & M
 

mea sure 340 19
 
Training 425 1
 
Special project fund 951 896
 
Evaluations 156 ­
Cont-ingency and
 

inflation 367 ( 10) E
 

13,000 2,073 56
 

2,073
 

Bank balance on March 31, 1987 $ 867 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

NOTES TO TIE FUN) ACCOUNTABWLITY STATEMENTS
 

PERIOD SEPTEMBER 25, 1985 TO MARCH 31 , 1987
 

A. Identification and Activity:
 

Agro 21 Corporat ion LTXmit ed (formerl y Agro 21 Secretariat in the Office of 

the Prime Minister) is a statutory body responsible for the coordination of 

more intensive land utilizeion, crop diversificatiun, adoption of improved 

technology and the a ttract -on of new investment capital and technology into
 

agricultural product ion anJ market ing in Jamaica.
 

On Sc trlr 1t atr) nt!t were Signed he t ween Cove rnilentet , v'r the of
 

Jama ica (GOJ ) and USA I) ftr the f i nanc ing of grunt funds t ot all ing 

USS13,000,000 and W funds;i to be used the Cropoani ot al ling tISS5,000,000 in 

Diversification and lrrigat ion Project with the objective to diversify and 

privat ize farms in Jams icn. Funds f-r the project are received from USAID
 

and dislursed by Agro :1.
 

B. Basis of Account ing: 

The books of Agro 21 (orporation Li mited ere maintained in Jamaican dollars 

and restated i11 Unit ed States dollars in the accompanyi nij, fund 

accountability tarement s which are presented on the cash basis of 

account i ng. Cono;oquent I y, onl y amount s advanced and I sbursed duri ng the 

period under review are recognized in the statements. 

C. Foreign Currency "ran<; Iat ion: 

During the peri od, t ransact ions in foreign currencies were translated at 
the rate of exchange in effect at the date of the transaction. Outstanding
 

blancen art, t runslated at the rate of exchange in effect on Harch 31 , 

1987. At March 31 , 1987, the rate of exchange was US$1 = JS5.46 (See note 
E below).
 

D. Questionable Cots: 

Employee salaries incorrectly paid from this fund instead
 
of from fund; of the Technical Consultation and Training Fund 10,290
 

Purch; o ardo>r ident i fi ed in nampl > select ion with no
 

evidenc' Vif u(ipliinncp' with requi md procedure of inviting
 

t hree (11(i t I Il' 43,850 

Travel exponditure disallowed for travelling by non US air
 

carrier 1,600
 

ISS 55,740 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123 

NOTES TO TIIE FUND ACCOUNTABILITY STATEMENTS
 

PERIOD SEPTEMBER 25, 1985 f0 MARCH! 31 , 1987
 

E. Contingency and Inflation:
 

The credit b ~ilance,of US$18,699 and US$10,068 resulted from fluctuations 
in the rate of exchang, between the United States dollar and the Jamaican 
dollar during the period. 

F. Grant and Loan Cla,;sification: 

Agro 21 ' pr,,-sent account ing system does not facilitate verification of 
transact ion, into loan or grnnt categories. As a consequence of this 
deficiency, corriect clas<iification of the funds as loan or grant cannot be 
ascert-ainod. TD-l fund accountability statements are based on 
classifications by Agro 21, arbitrary in certain instances, into loan or 
grant categories. 
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chartered accountants lB Holborn Road PO Box 480 offices in Kingston and 

An 10 Jdmdi WIt Montego BayC o e sKingston 
telepihone 926 9370/5 ofa rnember firnntelex 2397 

Coolp.ers & Lybrand (International) 

CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

REPORT ON INTERNAL CONTROL SYSTEM
 

AUDITORS' OPINION
 

We have performed a financial and compliance audit of the Crop Diversification
 

and Irrigation Project No. 532-0123, implemented by Agro 21 Corpc ation Limited,
 

for the period September 25, 1985 to March 31, 1987 and have .ssued our report
 

thereon dated April 20, 1988. As part of our examination, we made a study and
 
evaluation of Agro 21 Corporation Limit-ed's system of internal accounting control
 
to the extent we considered necessary to evaluate the system as required by
 

gen.rally accepted auditing standards and the U.S. Comptroller General' s
 
"Standards for Audit of Governmental Organizations, Programs, Activit ies, and
 

Functions" (1981 Revision). The purpose of our study and evaluation was to
 
determine the nature, timing, and extent of the auditing procedures necessary for
 

expressing an opinion on the project's fund accountability statements and to 
determine the effectiveness of the internal controls for the purpo';e of the 
project. Our study and evaluation was more limited than would be necessary to 

express an opinion on the system of internal accounting control of the Agro 21 
Corporation Limited taken as a whole. 

For the purposes of this report we have classified the significant internal 

accounting controls evaluated as: 

i) cash receipt and disbursement cycles,
 

ii) procurement managemont cycle, 

iii) personnel management cycle, 

iv) vehicle management cycle, and
 

v) reporting
 

The managemcnt of the Agro 21 Cvrporarion Limited is responsible for establishing 
and maintaining a ,v,,tem of internal accounting control. In fulfilling this 
responsibilty, estimate's and iudgemenrs by management are required to as.;ess th 

ex -x,(?ted benet-i-s and ro lated cost-s of control proc ed ires. The object-ives of the 
system are , ) provide management with tea s;nahle , but not absolt(?, asSLrance 
that assets are si;feguarded agnAinst loss fr m unauth,orized use or disposition, 

andi thor trranact {irs are ex(,(ttod in inaccordanco wit h r1m;agt1nernts-i'authorization 
and recorded properl y to permit the preparation of financial st-ait e nt s in 
acor(,n' wit h ,genoraI1y accepted account ing pr inc ipl es. ocause, of inhorent 
1irlit-a-io ns in any sy,;l em of inteorrill a;iccount i ng control , errors or 
irrg,,ulari r it-; may nvert hel ,,Ss occur and not he detected. Al so, project ion of 
aiy Oval aLtion of the systen to future periods is subject t-o the risk that 
procedures may hc'ome inadequat:! because of changes in conditions or that the 

Sogree of eottpli ancv titeWitF proC('dures may deeriorate. 

KR LaCruise PA [)esnoes SP IHolland DV Brown
 
principal rana(ers LG Gooden AGL Robertson
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Our study and evaluation made for the limited purpose described in the first
 
paragraph would not necessarily disclose all material weaknesses in the system.
 
Accordingly, we do not express an opinion on the system of internal accounting 
control of the Agro 21 Corporation Limited taken as a whole.
 

Since Agro 21 did not furnish written representations in connection with the 
audit, we are unable to, and we do not, express an opinion on the adequacy of the 
system of internal controls for USAID purposes. 

However, our Study and evaluat ion disclosed the conditions explained in audit 
findings 1 through 3, which could result in more than a relatively low risk that 
errors or other discrepancies, in amounts that would be material in relation to 
the fund accountability statements of the project, may occur and not be detected 
within a timely period. 

As set forth in the Statement of Work for the financial and compliance audit of 
the project , our study and eval uat ion of the internal controls al so included an 
examination of the procurement management, vehicle management, and personnel 

management systems. 

Our sc0pe wA', mr(,i liMit-ed than would be necessary in the circumstances because 
of Agro 21 limiting our access to only such information which it considered to be 
directly related to the pro.ject, and by its refusal to furnish written 
representat irmn, in connection with the audit. This condit-ion prevents us from 
expres;iog, and we do not ,,xp-e,;s, an opinion on the adequacy of the procurement 
manangement , vehicle management and personnel management syst ems for USAID 
purposes. lnwver, our study and evaliat ion disclosed certain deficiencies as 
explained in audit findin ,; No. 3 of this report and audit finding s No . I and 2 
of t he report (m (orrp I in,', wit h Aq1 i cable laws, Regl at ions , ard Agreement 
Terms. 

This repart i int,,ndehd solely fr the up of the Agro 21 Corporation Limited and 
the Agency for lnt rnat ijnal l"v''l(pmont . '[his rest rict ion is not intended to 
limit- di st r ibt ion of this report , which upon acceltance by the A.I.D. Regional 
Inspector (;eneral, is a mat ter of public record. 

April 20, 1988 CHAR ERE[ ACCO NTANTS 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

REPORT ON INTERNAL CONTROL SYSTEM
 

AUDIT FINDINGS
 

1. LACK OF SEGREGATION OF DUTIES
 

Condi t ion 

Certain accounting functions, in relation to transactions affecting the foreign 

bank account , which are deemed incompatible are performed solely by the Finance 

1)i rector, without adequate independent checks by any other individual. These 

funct ion, incTldE he rep)arat-ion of check vouchers, the co-signing of checks or 

transmi t tal let t ers, the direct receipt and opening of bank statements, the 

performance of bank reconciliations, and the preparation of entries for posting 

to the general I edgt r 

Cri ter i a 

An adequate system of tt ernal contral should provide for segregation of duties 

in relation to the authorization or initiation, processing and recording of 

transactions in the accounting records. 

Ca tS e 

There was inadequate implementation of a proper system of internal control in 
this regard.
 

Effect
 

This weakness has resulted in one individual performing incompatible functions, 
and accordingly errors and other discrepancies could go undetected. 

iecommendat i on 

USA] D/Jiri ii'a ,,hould require Agro 21 to adept a procedure for ensuring that 

accourt in, finc ions tare properly and eftect ively sogregated so that the work of 
authnor i zat lon, proce s;ing and recording of transact ions is prepared, approved, 
and recordled by different individuals. 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

REPORT ON INTERNAL CONTROL SYSTEM
 

AUDIT FINDINGS
 

2. 	 INADEQUATE ACCOUNTING PROCEDURES FOR CLASSIFICATION AS LOAN OR GRANT FUNDS
 

Condit 	ion
 

The account inj, records of Agro 21 do not distinguish between loan and grant 

funds. Also, in certain instances where the characteristics of the expenditures 

overlap, classification as to whether they should be loan or grant is carried out
 

at the discretion of Agro 21.
 

Criteria
 

For USAID purposes, loan and grant funds should be clearly segregated for proper
 

accounting and accountability.
 

Cause
 

Clearly defined accounting procedures were not established to adequately record
 

the transactions in the proper manner. Also, USAID failed to adopt and implement
 

consistent procedures for the classification of project expenditures as either
 

loan or grant.
 

Effect
 

This condition made it difficult to evaluate and distinguish disbursements
 

between loan and grant, and hence the proper breakdown of the funds. Also,
 

actual expenditures could exceed budget categories without detection.
 

Recommendrit ion
 

USAID/Jamaica should:
 

a) 	 Require Agro 21 to establish a proper system of accounting whereby separate
 

account.; are maintained for loan and grant funds, and detailed by budget 
cat egor i e';. 

b) 	 lnstittte a .;y',,tem whereby di sbur,;ements for all loan and grant fund., 

with detuiled informnt ion by c tegory, are reviewed and approved at 

least quarterly, especially with respect to purchae,; order transactions. 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

REPORT ON INTERNAL CONTROL SYSTEM
 

AUDIT FINDINGS
 

c) 	 Meet with Agr, 21 representatives to agree on procedures for the 
allocation of advances and expenditures made to date between loan and 

grant from the date of the first disbursement to a current cut-off date 
established by Agro 21. 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

REPORT 	ON INTERNAL CONTROL SYSTEM
 

AUDIT FINDINGS 

3. 	 THE TIME KEEPING AND ATTENDANCE REPORTING SYSTEM WAS INADEQUATE FOR
 
LOCALLY CONTRACTED EMPLOYEES
 

Cond it ion 

Propur 1 i ne ktepi nr, and at tendanre report ing was not n i,M ,K d for local ly 
contracted yMpl)y',- ' ionally, t here appears to be ineffectiveo .
 

communication between the pers nTvl and accounting departments prior to approval
 
1 1.. pi,,l ,For payment by the head of the department prior to approval of the 
payroll for payment by the head of t h, ,1,partment. 

Criteria
 

For USAID purposes, an adequate personnel management system should ensure that 
,,nployees' work attendance and time keeping can be easily monitored.
 

Cause
 

Agro 21 has not implemented the required system to ensure that employees' time 
keeping and af tnlance can be effectively monitored in accordance with USAID 
requ irement s. 

Effect
 

We were unable to ascertain that the payroll was approved for payment based on 
satisfactory evidence that employees worked the time for which thy were paid.
 

Recnmmendat i n
 

USAII)/Jamni,'n ,,huuld require Agro 21 to implmn Int prop.r time maria'l mU'n system 
for lo'al I y crlnt rnct Pd rmploy'e, and ue this, . a b ",i., for the pr4.para ion of 
employo,,' ;ayi"ni,l. A jwrnprinte ,tep. ,hijll 1,.. t ik,,n to ,nsliri' ther, i% a more 
effect ivi, ,y.,t .Mr f co¢mmurli/'It ion hot wvrn ipvr.,u.nn.! and account in)' depart mert s 

, I i, ,1 .;, yI ak dtrI)(,4 pr ior t ;fI' l 	y( wor' t 4 approval hEv payrll. 

http:ipvr.,u.nn
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CROP DIVERSIFICATION AND IRRICATION PROJECT 

UISAID/JAIAICA PROJKCT NUMBEIR 532-01 23 

REPORT ON THE COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS 

AUDI)TORS' OPINION 

We have examined the fund a'ciuntabi 1 it y statements of the Crop Diversi ficat ion 
and Irrigation Project in Jamaica exe'cuted bY Agro 21 Corporat ion Limited for the 
period Se'[tember 25, 1 % to Mairch 31 , 1187. The scoTv of our audit wns limited 
by Agro 21 re-';t rICt i r, our IoCCts; t ml ,uch informat ion which it cn' ider(,
noce,'s ar , f -orth, p pirs,. of t}h, Na dlt , orld ftt! her by t1h, c(1r; rat ion ',s refusal
 
t) urnish w, it ttr r rt. .t I 
 r,, Iri c, ', t i ; wit h the ;iudit . 

Our1 1Y ni I r,,I.isI i 1 I P! IcI, t)1" i ' W I t IiI . IaI v' i ce pt td mild I t i ) ti " t 1 11dnI!
rind t hI ,!.S. Poit rho In ,h ira] 't - ;l; r ,, f,,r Audit if (overrnerital
 
0rpm; .ut rIa t,., \ itt I l I, tins (1981 R evision), which 
im leic ,,jIdIit l ti ItiYi) t I rc II i ., 1 for the revie w (of cim pliance with
 
app icmall I ,noh,!i o 111nI y ti *' '. ,~Y)
Li 

te t e niT , t , r1i II I -rd I t ; t o'Im ,e Agro 21 s co mp iit nice wit h t he 
'e rm , t tht, , m' t arid I ,ian it ' te,, knt t , . 'i2-T-O4( and 32-T-04 6 A to fuIInd the 
Crop D1) r , t tI 1 i oni t I I rrI At I in I- I fC-t No). 3?2-O 123, nd itpp] i call e laws And
 
rogu] t Ion,, .
 

Yar eXI 1-1t ate 
non-di.' p I lirdi, its ,x 11 ;1i id i t he it(n', I a ny i n, 

The rt,;t ( of n'nll Ion tr tnh1t1 , it Ins te.s ted, there, was% 
f i ndi ng,, Nos. 1 t hrough 3, arid i I 

firidi 2 alnt I ()f our Ielim' on :nt erni I coit rol w.,with the iprtnen:- timrr ris% 
men! itmed I t hi- h I rd p, it?, r ii)apI 

[BicU i' )f t he r, t r ct Ii ,1 itf'frr ,i 1- Ili it- ' r ,t piraraiph, with re-pec! to 
it ers iot t i t oil , . o I ir v Ilt v t ii, 'wi w , (it) Iii- , ' pr 5 an t n)r (nI on 
c(mj,1 ;ilt'ice0 iIt 1 ip, l Ih ill, I ' I,"ws. r 'il it I ons , rllli a ' . iit rr ' to 1 t hw ii , v % 
riot t i-t 4't . 

'T'h ip)It I'. iut ,oi.it sil "I v flr Ihe u,,i of Ar( )I Cpor t it Li.rr t, ei arid the 
A1ic -,,t hit torr t iinal )'.loprrnt . this%restr 'ictitrin is riot mt teld to lmIt 
di st I Ibut Ior ()f this r,port , whinch Iij.i n 1tccojit uio b)y the, A. I D. R, T onnl 
Inspect 4)r Generl, s., armit t vr of publ ic record. 

lip I IJ ~ ', IA I . ', ~ lm 

C ' )- ~ ,e It ii I)V Itri~vr (:IR t~< I ^((OI''^ T 
it(m (tl, rv.,PA I !J hv%I ACCOUNTANTS 

p it( Ilri at 14, I. ( ,is )tI b- , itM litulettewin 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT 

USAID/JAMAICA PROJECT NUMBER 532-0123 

REPORT ON THE COMPILIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS 

AUDIT FINDINGS 

1. 	 GUIDELINES FOR THE OPERATION OF AGRO 21 VEHICLES FUNDED BY USAID WERE 
NOT FOLLOWED 

Condition
 

Apgr o 21 didI not ade'quately maintain motor vehicle logs for control of official 
and unofficial use of motor vehicles funded by LISAID. 

Criteria
 

For USAID purposes and in accordance with USAID policy, usage logs should be 
prepared periodically for all Agro 21 motor vehicles funded by USAID under the 
agreement. 

Cause
 

EstablisThed project gui delines for vehicle operat ion were not clearly defined and 
I here ap;rare, to he uncertainy as to I h requirements in this regard. 

Corr,...[,;nI,,ri,, j eto N 	 n d ,f pfto to anvn4Tr .h0w ,,vidence lt e,,tahl is; 
agr int Ir dI, , t' f'1 t te ,,;wr,it ioi (df (;uAIr) fium ed ,,tor vehicles, 
culiriuafnl ?r ii -')hie a m(e i i domtri m It tler in early', thtie f pio t nti February 
19H7, long afte r Ih py ejvct ce neic,. owever, a'; "Ie March 'i , 1987 the 

prordures net (cut in the go"id nlvti", were w.till not being complied with. 

Effect 

We were unable to ascert ni n whet her Agro 21 vehicles funded by USAID were 
operated only for project purposes. 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT 

USAID/JAMAICA PROJECT NUMBER 532-01 23 

REPORT ON THE COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS 

AUDIT FINDINCS 

Recommendat ion: 

LISAID/Jamaict should ensure that vehicle usage logs are completed monthly by Agro 
21 for all USAID funded vehicles in accodance with agreed policy. 

lfiL hould qha t he t o l ltI, ji.",: 

a) Official rile t ravelled 

1) Unof fica,1l nciles travelled 

c) Total miles travellcd 

Usage logs ,hould reu,,ncile with vehicles' speedometer readings and form a basis 
for estabishing charges to employees for unofficial travel at USS.205 per mile 
in acciordanco with the n,,reed pol icy. There should be appropriate evidence of 
apprioval by the doprtment heads. 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

REPORT ON THE COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS
 

AUDIT FINDINGS 

2. NO EVIDENCE THAT PROPER PURCHASE ORDER PROCEPDURES WERE FOILOWED 

Condition
 

Pur,'"i, . oricr. a ou. tijt nr t o n, " Ai'tI IS . 8 r3,M(, wore idet i fied in our 
s iple , ,,:t i i sl ih n, v Hi,,wc, that three qwtit i0ey- wore invited for the 
rel at ed orders, in accordance with the r, qui red procedure. These purchase 
orders, relal id mainly to the early implement at ion stage of the project. 
Addit ional lv, there were inst nces of purchase orders being dated aft er related 
payment s. 

Cr it e r a 

For USAI) purposes, all procurement should be done on the basis of soliciting at 
least tllre quot at ions and the issuance of a purchase order for all procurements 
under U ,. ",)00. 

Cause 

Apparently there was a lack of understanding by the project staff responsible for 
the performance of this function during the early phase of the project. 

Effect 

The possibility exists that certain commodities and services were not procured in 
accordance with guidelines laid down by USAIi). 

Rcommrndnt ion 

USA!1) ,hoIuld ensure' lhnt Agiro 21 fol I ow', purcha'-.o order procedures. USAII) must 
clvnrly ciwimiini 't, procdure,. to the imId,,m,,,it i g aency Prior to commeno,cemet 
of the plolvct lini en, ore, thot t he-t i'% full und.,r,, iaid , tby the nf,,E'i y a% to 
the r o e, q r e',l"i,t . AI '.-o. Aj,,r 21 ,,hrul i0.yC',i7I .iich pro o-dur.,i are 
fol lowed. 
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CROP DIVERSIFICATION AND IRRIGATION PROJECT 

USAII)/JAMAICA PROJECT NUMBER 532-0123 

REPORT ON THE COMPLIANCE WITH APPLICABLE LAWS, REILATIONS AND AGREEMENT TERMS 

AUDIT FINDINGS 

3. EXCESS OUTSTANDING LOAN AND GRANT ADVANCES 

Condi t ion 

A' of KAr, }1 , 1987 LOi Wrr7-Ioan and ,rant advances out standing total ing 
approxi :Atv 1US1,930,U() ting hold in bank accounts of Agro 21. These amounts 
have been outstanding for inore than ninety days, and also exceed the projected 
requirement s fur the next ninety days. 

Criteria 

For USAID purposes, outstanding grant and loan advances should not exceed the 
requirements for ninety days budgeted expenditures. 

Cause
 

Analysis of disbursements and requests for reimbursements indicated that this 
resulted from inaccurate cash forecasting by Agro 21. 

Effect
 

This 	is inefficient use of project funds, which remain idle in interest free
 
accounts and result in possible additional cost to the U.S. Government. 

Recommendat i on 

lHSAID,/Jans ,ba ',huuld: 

a) 	 Require Agro 21 to request advances based on expenditures budgeled for a 
period of no more than ninety days. 

h) 	 Implerment proredJr,,.i 1to review and adjust outstanding advances monthly and 
request relf um of outs tanding,1 ndvances, 
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CROP DIVLRSIFICATION AND IRRIGATION PROJECT 

USAlI)/JAMAt ( A PI'YO CT NUMBER 532-0123 

LIST OF R.COMMENDATIONS 

INTERNAL CONTROL SYSTEM
 

1. 	 USAIl)/Ja::,'i . ,;houtld require Agro 21 to adopt a procedure for ensuring that 
aCCOUTl 1t11 t lnl, t ikirF, are proper 1y and eflect ively segregated so that the 
work of authcriznt ion, processing and recording of transactions is prepared, 
appro ed, and recorded by different individuals. 

2. 	 IISAIh'Itw , ii ' ;, ,ll: 

a) 	 Require Arro 21 to estahl ish a proper system of accounting whereby 
separate ncunts are manltained for loan and grant funds, and detailed 
by budget cat,. ric. 

b) 	 Instit tit e ' iy,t ,m whereby di sbursement s for all loan and grant funds, 
with tie:,il d inforrinat ion by category, are reviewed and approved at 
lenqt qula lr lv, ,",,' cial V with riilpect to purcha';e order transactions. 

c) 	 Meet with A1 ra 21 rpre-ent at ivye, t" iree,' on procedures for the 
a )ilat jion "! atvoinc' t v ,dit are', made to lhtwen loan andi'Xud 	 date 

grant trim tle 't t &, t he I i r',t di ,,iitrrem nt to . current cut-off date 
est ail inhd by Ar' 21 . 

3. 	 USAI[)/Jam:ia ,ihln ropuire \'ru 21 to i mplo.i nt proper t ime, management 
sy';ter forr l 1y rt r ft'td ermployee'; and u'e t hi' a',; n b sis for the 
pr'parat in oq culyoe myrlls. Appropriate stepos should be taken to,' 
ensure there i'na twrv effctiv ny,t em of communicat ion bet ween personnel 
and ac,,int in -1 nart iint 'q c'onire rn i rg enipl oye work att endance, prior t o 

approival1 If t III pIvy () I I 

COMPILIANCEI WlIlT APPi. 15AhI.lE LAWS, REIIIATIONS AND AGREEMENT TERiS 

1. 	 UISAID/.Jama icN , I dI, ,n,'r , t hat vehicl e usage logs; are completed monthly by 
Agro 21 f, HA II) tundd vehi,'lv, in accordance, with agreed policy. 

The 	 log nh, lt indtat,, th' f"il nt: 

n ) 	 Official mInilv, travelled 

b) 	 Unoffic'ial milefs trnvelIed 

c) 	 Tot nI rai , trn vI I I ed 

lsage Io,. ,n h ,'d ' il Iv wit h vhicI,,' speedometer readings nnd formrfci 	 a 
bnsis for 'r"tnl i ' i harg'' t , mployo,' for unoff icill t ravel at HS5.205 
per ai IPin a c,, ,,,f with t h I I f'd pal icy. Tlh re ho uld be nlipr printe 
ev i dero IIit np;"nv I tiy I hf'e palrt nnt titd '. 

, 

http:15AhI.lE
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CROP DIVERSIFICATION AND IRRIGATION PROJECT
 

USAID/JAMAICA PROJECT NUMBER 532-0123
 

LIST OF RECOMMENDATIONS
 

2. 	 USAID should ensure that Agro 21 follows purchase order procedures. USAID 
must clearly communicate procedures to the implement ing agency prior to 

commencement of the project and ensure that there is full understanding by 
the agency as to the project requirements. Also, Agro 21 should ensure such 
procedures are foli oweJ. 

3. 	 lISA I D/.aw ,: d 

a) 	Require Agro 21 to request advances based on expenditure budgeted for a 
period of no more than ninety days. 

b) 	 Implement procedures to review and adjust outstanding advances monthly 
and request refund of outstanding advances. 
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Following are comments responding to specific issues highlighted by Agro 21 
which require clarification: 

A. AUDIT FINDING #2 (CD/] Page 13) - Agro 21 ,as aware of the loan/grant
split and the requirement to report separately the disbursements thereunder. 
There was som confusion in the early stage in that the Project Implementation
Letters did not specify loan/grant funds. The reason beir that the initial 
PIL approved Agro 21's rquirements for the first year of operatin with 
subsequent PIL approving sub-activities for that year. This concern has long
been resolved. Agro 21's accounting tecord had to he designed to account for 
the different sources of funds and they did in that their reimbursement 
requests listed c~penditures under each source. The Financial Department has 
acknowledge] that their reporting had this problem and have a review underway 
to correct the records. 

B. AUDIT FINDIi4; V1 (CD/I Page 18 - Guidelines for Vehicle Operations) -
USAID did request Agro 21 to establish guidelines for the use of vehicles 
provided under the two projects. We acknowledge that the request was not 
timely but was in sufficient timei to b? implemented and reveiwed during the 
audit. The reqjest was subnitted under PIL #111. 

C. AUDIT FPrDIm #2 (CD/l Page 20 - Excess Outstanding Loan and Grant 
Advances.) - USAID's project Ranagement and Controller's Office concur that 
the advance levels at particular times did exceed Agro 21 requirements. This 
is still a problem anA the Controller's Office reviews the advance status 
during processiig of each voucher suhnission. Staff members of Agro 21 have 
acknowledyd that their projections were optimistic at times and have 
indicated that they will ensure improved forecasting in the future. It should 
be pointed xit tlhAt Agro 21 controls the procurement of goods and services and 
shouldId ae dieleuate informition on harxn to devel op a cash flow. 

I o rot antici,)pdte any problem; in resolving the recommendations presented in 
the two audit reports. "TVe responses of Peat Marwick and Mr. Lloyd Foster, 
which are attached to Mr. Thompson's nemorandum, are the first steps in 
addressing the issus. 

I appreciate the help and a .sistance provided by your Non-Federal Audit Staff 
in USAID/Jamaic!'s first non-federal audit undertaking. I look forward to 
continue a)operation in these types of audits. 



APPENDIX 2 

AGRO 21 CORPORATION 	 LIMITED 

MANAGEMENT MEMORANDUM ON
 
DRAFT PROJECT AUDITS
 

TO: 	 MR COINAGE N. GOTiIARD 
REGION'AL INSPECTOR GENERAL FOR AUDIT 
U.S. AGENCY FOR INTEI'RNATIONAL DEVELOPMENT 
TEGUCIGALPA, IONI)URAS 

THROUGH: 	 USA II) MI -S ION DI 1RECTOIZ 
USAIl), KINGS'I'ON, JAMAICA 

FROM: 	 RAI,1II C. TIIOMi'SON 
MANAG IN; 1 IRECTOiR ' ; " 

AGRO 21 COhPORAYION IIMITE[) 
KINGSTON, JAMAICA 

DATE: 	 FEI, UARY 18, 1988 

1) 	 1 ret'er to ltt t r d8tI,,d J:nua ry 26;, 1988 to AGRO 21 from 

(oopers & Lybrand( ('l 0-;ig (draft r(,port of their audits of" 
(omporn'n t I I o ' \gr,-irduns-t ri l DeIvelopmeit P'ojec t arid Crop 

a 8lioiml I r' rt I'ror)iveri f'i'rst iIi 	 ;tt I (t . 

2) 	 Wit hinr tlhp :0 dnle pri I( :i I Itl(iii'( 1e Iaowedt llr'l 'MoliS (ommonnils 

ont thl (I 1 't i,', ' -,,- l li t I I p fo l l igr d(o(umenll Iaa t ion: 

aI) I Li-. win; , :1 -i1\ ,i"-	 '.- overiI IK ui:'h 	 .--. ,l:rInotlIiiI 

r ( 	 I i f, tS ! ! , A I I I il I"u int j'iri lit 5>.,i f' 	 H lhlI!uii 

I" 	 isedth rrvnf t"i a pl *\ iiit 	 mt i S 111I 11in 1 i finl4 ra bot h 

in,I L A ll I I " nIJ Ih ()/ i p " i I o 1 th . cIl'nf IFI u l i I 

Pvnlb) I]p t I er d" 1 "d. 4 h',, ;u"r, 10, 1 A)HR I< .Q\il ) 21. f tr' m ' I , 

Narw; i l, I t It owl 	the i r , poheoints raisedirl btt tal 

in the d ra ft auilit, s-ai le te rI bing i 1101),r'por'a teet by 
ru I vl. 10 t h p' l('rli(i r; ii . t icial of(I 	 l an II o vi,,. 

illi i1; 'lit (! dlll 

t' rt" I ( 1,i} I 	 .t 'lil> Dr r( tIti (,llil ili i f i ( il 

Ill('111o l 	 nhd Jlil, h ' I 1'g- J ll;' '+¢ I; N t,(cd by 3 re ' f c +lvn ' ill t h W -. 

: h l i i Vq f I~ll; lingo" l l..lilt'111(,) tNlid wll an t I U., t'I i o ul ~ -me't 
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3) 	 Fo r the rI'c(Ird we 'co'rl 1ill halt Peat ,1 'r4ic(h haate be .n 

nuditors for AGNO 21 s ince the inception of the company, the 

cost. of their annuual audits being paid for by the Government 

of Jamaica. Every audit report on AGRO 21 issued by Peat 

Marwick has been "unconditional" and these unconditional 

audits coxtr the period of the project audit by Coopers & 
l.broid . 

4) 'Ihro uglout Ithe Co)opers'. andl~ Lybra'nd re(porlt, tl,'he , seemlls to be 

a 1a<'l,. of' 11l)I'ec' i1ati on that iii U lg Iish usagec1ri ]phrAseS 
71 I ,'I t I\ I . I- jI] I I'\I (7. I1iItI I I 'r I ,II I I' i.'oi'd 1 . 

i 	 %-I -IlIa I h.1:1 I. 1 I 'At I I y 1 l 81Ijit II iw5 is' a ) 7 i ( 

tII -,, IIIIc 	 I 1 I' I t I VC 1 Ih I a".7 'i i a e'pt d 

b o " 1 i ' II I I 1 IJI " I a -. I Il II, II a 

l( 	 ] I 1)1i II, l(W, a II ( t 'rl1 I , 17'. ; a ( 1 y l |) IC)r 

hriS ilr 
sectlion wh}ich be.gins W, cl]imb[ towards univers.ality and the 

5) TOYi i(ipro li runs 1) (2 th e08 i lik'e nr v irus aid tis 

1i 'r. lITTlllti(t7 inn" It ionr1 (hi('h'end-up Weing so univel rsal 

Ili it. 1)17 ' n,( r'pla io(711-hip Lo Ihe pal' I icular "condition'' 

and is f('I', sl e igv gratuitous.t her l si(': o(i 

A good e'xampl of I h I s s ynr o'e is AU)I'' FI"NI)NGI _#1 CI/I­
page 	13,): IAl,. (TI .SEGREGAT.I-Oll(N Of)l lDU''TI S.
 

6) 	 AI I thlimb "}",i"('Obl,it I iI . i(' m mnlhki s it. clear that the 

oly pr)1)p)11 ' rc1ill . In1hu ni it il I o f.r thet 7lid it'ors is5; 

I ( I 	 m(,,r I21 j "-.n1 W'rnl- I Ti I1}2 lil' ] Iun, '( t i' it-a'ii t il 

lillilt 1(1151 virrt Prol(jr I v ;11"1 Pl FtveFP1i ly - egr- gnl I d s"r tihat 

t.7'nhI-.t't i 0r11 (read1, al I"i'iI|.;i('I i orIsn ) is p ',tpa'ed, 

11pr1)r(v c ( 1151an1 teU(rI I-d b)y d i ff v'Irnt inijvi duals. Tbhis 

imp Ii IS 1 tht heI ' l I N I at,4 or i II 01171 ('Oi l in ll of' 

I d I1 	 I ('1(%W n I 1I7 ()Ii' )I 1, i 1) 1 o c 	 I j. I " ' i id iii 

7] (11# h('t1 (, ' I111 I , 1"~- ( :1!'- tI 'hl I W;.( 1 ;, iIN a u dit(t if| n d ' n | tIn't1 

If•, -'iul"1 { I 'l r unit and Il1 Nn( rd pic r e I he 

IAV'I; (,I. SI. 'l(A'' ION OF 1 E''.S IN SOM. A(,(,(O NTIING 'UN'T IONS 

illlbe)'" " 'oet tro ls 
p1lace tlt A( O 21 t.o e r'otrl'f segr'egat. ioli (I'f act' ioutt i rig 
Althou.1gh h, e t 1 ' nl'uire of' jut 	 itr 

dit i(.', ('(v'It Ii li a '' l)|lt I ig funal ion I I r'e I it t I)1I to 



I tr -isaut i o ls affet i rig tie f or, i 911 bacl ACC,'01iInt %I'hi ch 
are deemed incompatibleI I' 1perfor'med solely by the 
1-inn-e Director, w ithout adequate independent chec: 
by any other individual These functions include the 
preparait ioN of cheque vouchers, the co-signing of 
cheques (" t rarismiI tin] letters, t ,hedirecl receipt and 
()pPlI i II! f, hrIdi still ('II4f'lil S., the "it'iormlllnie ('V bt 111 
I"*,',)I1( i i t I ()Ij , ;a nd~ I Jlit, p re't lm ra t i ()I] ()I' e. ll lI P)I"o(' 

In .t jI eII_Itt Iolfe lInr' t'(itf,' n I;I I 

In' I ' iL'I \ 

VNLI Ior ('I it in 

or ini t i 8 iton (f fund( t ran,:fS rs , I te r('(' ipt ( In)in 
s( l : "F us re i a t I ( l I I)(' all t hot. I a I i ol 

sta ttemlJ(llents and l] th ' at(e tplal pvf("t)rmantl'( J(,f mo tl y bank"[)tl~ 

o CAVSI1 

T'here iwtis an illadequat e imp lementration of a proper 
systme of internal control in this regard. 

o FI"E(' 

This ov:,niss has resul ted ini one individual performing 
in(ttmrpat'i hi e Fins I in c nle('t io ith ban ,tttiit tn foreign 
ati(')o!iu I . ;ii(] aoti'()'d iig \ (a'nd') ili(J ot hpr di sor ppul ii (s 

1)r ) P(Iti fur'( t- ri- i rig~ t ha I the person nut hon zing or' 
init it irg Cund t ransfers in the fore i gr, barnk account 
s rnotI hIt sam'' H' rson rve'*i ~inrg the mon lb Iy btankh 

s I W 'l 'l n' ;prflt 'n' ,lno 'l I nlt I }lI.l . I"]}' Wh)i,'f "on (M ni a nllt 

sh l(i 1"'W 'lumcl)lI]ih ban ";I; a1\ t(11(11 k, leo-'(o 1('i ] p bvm an|dIIll 

1 110-11 t illn '11 P' r 1 11 ,l I I1. .( l l 1 ' ~ 1 1.1' 'n '. o 1, 

t I i i u'll - f I I ,.. I IIr . 

1i1'n III, It- I It("In:tl I t-) td ill; 1,4 1) 1~ a' (%"a'tT(i t(( l 
9 Tl i .s als, s ll 'in , ('1" € I I.-f' , I Inn I I t|(e ])n1,'| i 's iil( leI l * I'S .I 'l il

tI i~ h n I I h, I I w" I "n ' v ti t t n PH 1t- I t I j1(J i 21( I I5-I nrsV'! 

t ruth Wl t I ri, It, liteH ,' iti l rII \ ( I dv'sign iI-l ()Irm 
shift l h r]omi ini In dtirp. linnr. Mon,t Ui' i'l lyntZi o nhl have'( 

b t ; ItI , l t%,11"I I I,, . 1i '11 dt I i 11(-' , I h Pli , (. I ;1 I t, );I I It t i 

Ha I I11P ' t ii I I(r, I itfe l V,1: I i-ti y 1t1nin' Iifun i 1 1 1n wIIIn' d ril, th 
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reor wol, hae en sflasamuaee 	 o] ti 

. 1 >5..K<A..rport od, hareve bect~sfi)isevs~asmaiampent. agend9 fo 

disusin$0 thise m~~atte of torign bank ,account ~ 
~~" procelinathen tea poject anditor eelO tte, rAor 

'Ai,0 sTegrewaioofde dutimesdais ot. se*n placoe eaus,Mrick,~ :i 
Micell, tied to' auhe torns,~ feen thatii the sytom -he 

apropsble Arrcrea sueio) haseen Jone hich, agna, ber 
djoatid renornb 2fel 	 tatrhf set.<AGO thet oegn 	 ot 

.	 .+by Peat M~arwich as to why the present- procedures should 
remain as is are cogent. and compelling and in the~ligAht, of' 
themi we request that the draf~t project audit4 be 'amended 
accordingly, 

AUDIT FINDINGS 2,(CD/I ipagg 14)--- INADEqUAT9 ACCOUNTI-NG ~L
PRlQEDURtES FOR.CA§S~IFICATION ASLOAN OR ORANT -FUNS-­

11) 	 The "condition" segment appears to' contain an- Internal~'­
contradicti on. The sentence . deolares categoricallY m.first 

that AURO 21's accounting records do not ditnushewe 
loan and grant funds but- the second sentence pitotta 
in certain oases AGRO 21 uses, its' ,own; disoretion' in 1 

classifying expenditures as loans or, grants. Three pont
 
should be noted:
 

a) 	 there is no requirement,. either in the project document <~
 
or In any subs~equent instructions from AID,, that, AO~K
 
21's 	accounting records per se must dlstinuishbetween
 
loan 	and grant funds. indeed, any such reqirement by,
 
'AID would be an unw.arranted interference> in how 'AGR0 

~~. 21's overall accounting system should be structured 
­

the. obligation to repay the AID loans rests with, tho~ 2A>b) 


2no-funds-Limted which, In any case, 'woul'd have for. 

Corporation's booksA to ditigus between gratsandAA-cAAi 

AAloans 

C) for reimbursement reporting purposes, AI, require.
 
4<'AORO 21 tclsiyexpenditures as between loans and.
 

1' -­

grnt and itlwa ina tep to do "Lhisthat AGRO .iAA4~A 

~21exeocised the 'diso ration"!mentioned by'the poej;,
A.' 

-	 '4'~iii'~--""'-audi tors. 

.o'., 

reasons for ondition", AIf' 

12) The $$causeO segment of the draft audit report aiins, tw6 
AAthoA 	 'A.namely: 



a thtAN 
prc ','dure 

manner" 

172lo7e 
fo adigteAnsatoH"ntepo 

p' er~.df ed acut p 

t~~~~~~~at~~~,~7d oio Abtfadipeet bn istn 

prcdrs fo 

exenitrea othr 
h lssfctos 

oa o gnn' 
f rjc 

a)nl that 21 etNo uip to 	 teie~ohadpr sot AGHO21b' unlnD. 
14)Thesipledtutha fr nn the !~the oisthanatin 	 prgini!g 


77727th 	 projectIbAID many forth nailed ioaopndated ncessitnt a 
brekdwn lan an ganft ins t reporotg
bewee 


'procedure Sne I n oe forte bss suha 
al xpatindres ait AIDthey ouiigt t eal. eemn 

thet thbreo from recors.sInther ( enathneirn 	 recom 

bin"sctlingp is (b and (ec)ior eacaling 'wit casat, 
(should e aot "uchide suchginormaio thenchntoe read 

AGRO21 2) butconveyed~ poplty1 tobyOIot ~ ,to :rqieAR,2. '' 

14) tahblishl 	 ittreis thaen teqeinnint~rtho sytemo oheeb
 

beapedowure re loan grant~ reotnd
casifedst and ins' ate-

dealcationudrest wit ArIDtey ouh oeabetodtzm
 

1)The retalofr thpintown rh e adt Marwick repl o te'<
 
reommendton"onsetbtin o) aneaprcedure which All)n
 

(a)shosulds eche rntae exceptidon tuhthi"a
to edo:ak o s"
 
scone tic a tes2bthat lettRs,2dit o tuimpement ."th
 
requbihed prpe"r Iytere o as suchrequiement hisb'~J­noimb 


deould byt cae
bdga 	 oi&
 

16) The rebutts oi tispinn Peat arwik reply to ui
the the'dat 

drafgrane.iThie s fsanotserf clea hame nofproble
I wisZ
 
reommedaonf a settig ouofnanwhn hiouh A1IJ
procedures 


compticni h sotr theadt Areoroa21Rdi usn imlei 21o ofh 
non-compliancem. If teemaquirementsn 	 r: thibe
such deal 

dculdobe AI~ at
ctueecmnapitatwhd 


'A'K'agom0 21 of (,o prot proedur rot wth tROg2h1-.
 

oanlctr of te ,oadt reot 	 AR
Vosig 
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17) Fro a minge t pont ofN aea) a Cwiridedw 

in th-atrespottecmrms eomnationput
 

forward~C intePetawckrpr adtus htth rf
 

aui amede wil-b acorinly
 

6P)IEINQIN-#g-IRAR,' LPINP ITAPL FLW 

Prow amnWngenuHnt p of 
not thattrg copled wupoth the oruien feomrin pheebit' 
fo-wandtis ovheo ina"Crhe) eortay ipetatio thtage dfte 

(I1?). arnt e i f Jed in thd drhaft.' any s 

prudit wil bI e n dia forindig Jo hat ter ,i, n 

18)iOutcef tl dpbrpemrt urhng thderaudotedurerso 'ore 
followed. This is$4,5 ianti juminanothe fed ine~o drafda 
mnorhavigc opaied ith the univrsal. I Tors crrpion
ohf logi,nditostio ll tesecins after tnuh tonmetion" 

"Fot thAiD puiroses$ allhprocremen shouldnbeo done o -the 
> .~ basiso f solicting adt finast thre thnd "np quthatin the' 

Issuahce pofpa orderal unerpurchase procduret 

failfctoe auiorsao 
ao logi leaths sofrteedsotions the to 

19 inTh p rjetu grs thottuptID
 
distgortJs aftn 

paragraph.e Ths herde wangstatesa tahgaph lako''
 

"For ri t, purposes, procremtaf rsholdibelnefor theby 
perrohane
of ithin funtio durangthe earltyonas and the
 
prjet a pubae fro ude
iNueothn ol orr the rueth, 


10) The thaieuryse the aubrtogaus oha thime
of project# 
const ransrct onsedste thedissiorector, the 

Au aragprph.o This gate tha ther) thasOOhrno4 
udeuladinbebyav project, exaf nepnsiluc ford te 
romnleteoatiS funcio ducine thailal. Ohne thfbai 

*~20aIdhO ancly tages of the. prloject beaut. ofit tip.
 

costa)re cogemnise by the thldden i d on dirctr Ah11) 
. 'pocen mdus ohevingi beeAGollwd bnde
21wanlpoedx the
 

offormal prossio as aneditin webythtbyAll)ove u
 
AolD*b dace o rjc ~ose uhfnst
 

'C ­ ~fl hen rQ~eo 
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c) ec r- sv" nws ~ e wit A id t approval 
400 td - Whn ,i as tm o a:ribreet n 

4>y trnatonChc did> no.tehi copl wih A'' ID 

prcdre u whc wer prpr n4uiesie wr
 

-- bV' 
C .- TicCof 

AI an AGR 21
 

wao h cause"o r "onition"1 andf 'the0~ a* genpral 
siomlel. ion tht nR 21wa mf&Kz' oigre qt follow 

pu. rcas ocewh dsis qui.tehoutl)y of py In factode order. 
j~~~Aroced1utis butn abhing ber proper prchab~sin prioedures-" 

A1) qutemselves ate iap lt fro tnd ntID rule cofusedot do 
applydit~on ntoned inahfrep ontrd lik Jamnma~,ina. n
 
misno delte n in he arletgethe proojectneerel
of anw 
nroredbyAll)tadt A Oikpatenly beai atblhingta tolo 
ptryis broeames O2 au ofyoerca he'adlintordeif isuner 

nGo 2 a bvdneaiin yroper purchas nprocedures r
 

22) in"ordition" in tfed bay t gsfe project rs i tha .<-:~ 
-. ~ a MArve 31# 1987Ad had paid over uno iA tR th1 o -USStage 
 . 

carh forecastin by tARO 21 ndte a yercai headlinhe 

anoneieshat rropegr prohet ordn pitrllyduroue
 

O2NThaoton foetsfedpeiay proe,
if audietors is thatk 
-. ~ hc on the peed aprovanl for the norkt odpedecee requi' 


-. -poced 21e oodtbhin ver ospi ~aouwat2O masehaf o itoib 

2 c tould beacopinhed aoudtAID moasthav be e'n t on~l aien' 
onlesmtshc oca mayormaroprcsebe he"eomendatiod 
depecdingfor mloty s idifficult2 s too
reiew to 
,oneitisor oID toon slprohut,. tao leqireral r2o, 
~aodpr curatforecastsescinsially th sily Beaupejoodwr
 
alwaydeens 'orrte spnd to re' surl ahe wor tad
poal r t 
procdtv.by hanten-ovt Butimistic abutst ohaAGaO21 ma r

cos.spused ba ed 'AID) Saynhae bentooisowt-,Irproompls by. 

which ca Ynever' -hbetreis romcdthen
 
produo aaauate ioecs is facu~ti~ senillyd bycas
 

C-- mpojet uditsswors htfrcsigcahnesd~
 

http:procdtv.by


25)This ~ f ]iingI rsul:ts fro a baic misunerstndin by the 

USAID reqirer by wayII~i! or!li~~i inora o on rc ips ad 

55 ,5 f it, t-%W'5b i iii'5 it i eofto USSo ID ln K t'5t-o t o A l rttan r e (n 

the overall au t f n n, 

repromn rsceit
25) th pidigroests of n xpniue
 

Ifact senea won ueand26) pe AaRo21okept, it% u ege io e atl 

"or not. We can ev e-, o
.... ................

agmn' Maricto( any t , n2andtmmrnua focraomnodFeruisrederbuttralR e 
Not.eles anulo miundersmtandingedis thtt 

""Pont 


huionic this 
part ofit tely~difencwacsredoby AID mking directa 
gebnel t andgci not 55'dvising AGR no2o1.cutin ~p 

reciln receipt and A rptIt'inibrexendtur. Ina fash profionairand aceptable wayor and. thee'n discrepancies" 
dhusr:noted by the fo h a projet u easi iexpln thea in 

gediferencleher tisbtaae iitthe
hmnes eraImeg
 
orvnee. used.nee)g fr u~oe
 

28)gumenar ti ayss thatee drft rojZietauiths dgealt 
witho+seic udt fihing bouldht nt baing ton thmen on~p toi :, ++I + tnmlioni+ theal~: +iy++ confine+~~7 i T!+ iff+:: t i I of project~ lIs to 

nothing bit ant "impretg account" nt ne.ed nahatwhih adoe29 AtMarwiotrebghuta nthe eorndomperond Lyad Fose
 
28))nfolaa 2herthat aits
generallrdgecInansubject 

way '1 nd
poftesaliand byetal I lmthegou adicepaonle

Inomthei asojit au~drere tesiyexplairled 

othe lerone.ic risu this 
notchb toe
 

not, inrtandItretitin g is that 
Iprssofn thaitt. erenO w1as cased batint maing. dire 
some ovteralotonjetnotrowhringviinAROecetpks encepen. eieisrssion thAGRO 21.uiaeal 


confinedi, 
j~n r wa mutnallinn~egiptaned eweitur 'SI In~~t famct mnt,'i

2)The 'lfiiantion oacces' If'terjcs h Sog,& oh 

28)o fa thi anaysi oftedat-poetadi a e
 

hrte budi.
 

http:lerone.ic


9~'K 4K~ 	 ~~ 

peid-ne, re ie 

Kn b) the inera cotrl 	 accunin prcie adoptedKK~,
 

Ky 'R 21Kdqut are 	 fo prjc purposes
 

3K Th obvctives 	 rd soe ' th audi as stte aov 

th audtorsud
clnry estrctndsoe 	 to trans1ats n d~f''< 

atr 	 projaecetfr
fndccountineaed to h 	 te pro.w:~'K Kthp 

hee omie c sudrn
erio revia s n 	 biain
 

acouts o 	 aQuitedpannually
theenlCorporsain a anptd 
reore oy tQo b21hae Badouateforpro puPeatMrwc


Mitc h r Aand 2o. haeptd fomrli of ciharpleaed awsna 
Ter gudat 	overn the trsofta hityagreeen.Coprto' 
activitie, 'aeyths
rnacincadoeptosfuddb


3)the Goene to'maic 'odthe fund as UsAtd ov
 

policy, discosthe pofjecltherorto
 

t2GO2 opranation R thim paty would'pie lprit dGo ony
 
uoerhJamaica sandto utdenCooaton K.
 

1 Aa muterg' rl 


omanesl an by 

itme 'itsclsr witcount sanct whountreset ah
'pbch 	 io 

breacha of~dounesfstuiy by the'mngmnadI patiulr by the, 
accounts ofrethe. Forportio raron aiteda annud-ally and 

thatr auditr &oyerandhe oadit wofl the rtrcedtioK
 
arcttenm h 	 opeahonUSI.Thsitransactions and fundingby 

tiht oferet of Jhemacaan thosend and anagmen
 

:2 ~ Inee beentonbreachur if' neehd done panythng~ ""'oul hav in:4 to... 	

ofesaic theaudctors wne asxamnctionbf theCororato
 
tord. flioo.wtotsch snto ol rpeet a 
 'KK 

lmnaementur the 
that'ofCoopers & Lybrand's audit aoud bhe fatcte totl 

pottransactions db by 

b4)Ciec heof dtrbte-a 	 and partclars byndh 

themfundingddrel tSI."hise 
rghtconerre consderrelean reemetos 'and rnaoeto 

.#restrictiohsauitpos by Ahmi aminationrofsl tieleadingt
 

cnate etof 	 by~OL
34 osiblyh iplying deiberalmted 	 inoheton n
 

tCorporation# ecnie'teKr~ttosrfrne"t 



35) 	 Th ct iatht ith thc, Fund1 Acount~ability satemet a 

t~he focus of~ their work' it was Oompletely auditable wt~h 
the following documents being made available:;
 

a )--a-statemen t- o f-funds-pa id-over-to-AGRO-2-1+=Corpora tio n- -­
by USA!!) during~the period unde~r review 

1) all paymorit vouchers, voit racts, et,(. relat~ing tow'~ 
project transactions 

) the bnk sta tertents, cheque boolis, deposit 5 ij 5 ,'' 
v'transmittal letttirs, files, etc. for the project batik
 

accounts which are separate- and specific ~In the 

belev o 
j!Atre of the,"restriction" ir e~r~siita't 

3)We~j.c~jj it' rover t~ stntg c.~qlvrjf 
-1e
'it~ 

you, it should be ,.usedt adit~s 9.i-lnot' Vpoialif>y 

37) 	 Iclsnitis also Itrsigt oeta Coopers &
 

with generally accepted auditing standards, as well as with 
the US' Comptroller' General's "standards' for audit of 
Governmental organizations, Programmes. activoities and 
functions" (1981 revision), While wie Are happy to be Judged 
by generally accepted' standards we are completely ignorant 
of the US Comptroller General's standards and it seems 
patently unfair for Coopers &'Lybrand to incorporate this 
Into their audit as being a condition of its acceptability. 
Nor does it help foi- us to be told verbally that the second 
standard does not differ from generally accepted standards. 
If'this is true why bring It in; if it is not true AURO, 21 
cannot be Judged in retrospect by some document that was 
never disclosed to it by AID, Whether material or not,. it 
is the attempt to create a method of documentation to whioh 
AGRO 21 was never a party which shows the unilateral and" 
prejudicial Inclination of the audit. Ref'erence to the' US" 
Comptroller General's "standards for audit" should be removed 
from 	 the audit report.. 

38) 	 We have gone to some trouble to analyse why most If not all
 
of 'the audit findings are wrong, superfluous or misleading''
 
and we look forward' to receiving the finul au~dit' amended in
 
the~ light of' our comments, the Pont Mlarwick rebuttal and the­
memorandijm from Lloyd Foster.
 

4 



AMEii__RANU-M 

TO: KENNETH C. BRITO 

FROM: LLOYD 0. FOSTER 

DATE: FEBRUARY 10, 198 

SUBJECT: COOPERS & LYBRAND AUDIT REPORT - QUESTIONABLE ITEMS 

LIOTED -. 

items listed in
I have reviewed and investigated the questionable 

Coopers & Lybrand Audit Report for the US AID 
Projects and my


the 

findings are as follows:
 

of Audit Reporti1AIDYJL iPage __6 

OF CONTRACTED SUM - _USS6IIT111111 - PAYMENTS IN EXCESS 

In tfhe report In composed of 
amount of Uh$61 .00 IndlcatedThe 

two (2) amounts as follows: 

- Overpayment to David Best under Contract no. 

US$210.00532-0081 21: 

to Earl Parks under Contract no.
Overpayment 
US$461. 00532-0081-31: 
US$671.00
 

Be:nt was dC tected by tihe
The US$210.00 ov,:rpayment to David 

MaI rch 17, 1987, prior to the Coopers & 
Finance D,-jyartmf:tnt, 

the: amount. ovf:rpaid wati re:ove re,1 from David 
Lybrand audit, a rid 

memo to Tommyfor Marc, 1987 per yourBestn comIr:na t.ion vouclier 

19117.Eansterli dia t, April 14, 

COiTID..FAGE_2 

http:US$210.00
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PAnG 2 CORT_'D
 

The overpayment to Earl Parks was also detected by 
the Finance
 

1987, and Stuart Kane was requested to
 Department, March 17, 


However, when Inter-Grow
 recover the overpayment from Mr. Parka. 


(through Ken Brito) eventually tried to recover payment 
from Earl
 

Parks, he had left the country on termination of his 
contract.
 

Ken Brito's letter to Earl Parks dated June 1, 1987 refers.
 

However, Mr. Parks is now back in Jamaica on contract to
 

Inter-Grow and I have sent letters both to '.arl Parks and 
Yehuda
 

1988 to recover the overpayment from his
Rauer dated January 29, 


current contract with Inter--Grow Ltd. 

FOR 	 BYA1N-USILTELt (I) 	 T AVEL -EXPENDITUR1ES D15ALLQWED _TRAYELLING 

CAPbIER__- U55S1600.00
 

The amount of US$1,600.00 refers to airfare reimbursed 
to
 

Kingston,
M.J.F.R. Seneratne for his trip from Sri Lanka to 


1986 from CD/I Project funds
Jamaica, paid to him on April 23, 


under a CD/I Project Contract no. 532-0123-4 dated February 
21,
 

& Lybrand that Mr. Seneratne
1986. It 	 was detected by Coopers 


by British Airways ( a U.K. Carrier) which Is not a
travelled 
a U5 AID Loan funded contract. I have

permisstible carrier under 

have to be repaid by
advised Mr. Seneratne that this amount, will 

Coopers & Lybrand incorrectlyfollow for repayment.him. I wiil 


II Quet tionable Itemii.
grouped thit item under AIDP 

1TE11 (iii) -.SALARY_. CHEQUE _JIEPORTED LOST. 5TOiP PAYMET BOT. 

REYLESED
 
number 15) dated February 6,

This item refers to a salary cheque 


from AII)P Ii FX account which was

1987 paid to Art Bjorlykke 


and "'SLop Payment" Inhtruction issued by

reported lost. by him 

dated March I.0, 1987.
Finance to Citibann Miami per letter 

their listing of Qunationtblh( Itomir
 
Coopers & 	Lybrand claims in 


Agro--21"n 	 books.
that this "Sto I Payment" wait not reversed In 

Their all (' ati on the s top pa i(d cheque wasis incorrect bccaule 

JE 3/2 dated March 31, 1987. our Journal entry no.reversed per 
entry.Coopers & 	 Lybrand apparently overlooked this 

CUNT'l PAGE. . 

http:US$1,600.00
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CD/I PROJECT - QUESTIONABLE COSTS (PAGE 9 - CD/I SECTION OF
 

AUDIT REPORT)
 

(a) EMPLOYEE SALAIIKS INCORRECTLY PAID FROM CD/I PROJECT FUNDS 

The amount of US$10,290 indicated ae questionable for this item 

represeattn the fo1lowly : 

(1) 	 'SAILARY PAI) 'TO,(SONIA FRENCH J$-b ,749. -u1S$10,210.00 

(2) 	 SALARY PAYMEN:1IT Wi lCI! COULD NOT 13E 

IDENTIFIED BY COO1)EW' & IYBRAND ON 

REQUE'.T FOR INF(OVHATION 438.00 -0 0.00 

J$6 	 , 187 97 ,18$ 10, 290. 00 

is G,$56 

but Coo,,rt; & Lyhrand n Mr. L,+i:e McKrig ht. he. 

The 	 correct. amouri , for (oria French'is compt-iiiiit. it J 749 . 99 

tht.on ,idv .r,,d t'hlat. 

picked up t.he filgure.- in hi tr ;idit. ro-e, rdt; 1I*1,00() 0(1 tiuh rt.-

Sonia French wam emrploynd to Agro-21 in Junr, 199f-) under r US AID 

funr lt-d P'ro.je,,t. W l.l r !,K ()()'3':, t>i I T,.'h'o in i',11 {;,,lit it. ,inuI0.,1 	 ,: I. 

Trai.nin , (rinit. (T( & T(G ), I I:'; All) ei-'*c • whtwii't I,1 11 ,'l.1II1, tlh 

H(COp)t of' the rruna 1 ('l/l iij-i Al1)1W 11 find irij, At. ui't , A :' I ' t 

ne-w 	 Dirtwtt'r of Firi,iri'e ,1t1-yd 16 .",,-t.r, wIi , tirl Iw,ir'i, t, it1; ,ritd 

u3ince i'ij F"rf'iwh wlork,d w i !li 1t . (',I)/I 'rI ,., tie it*';1111f- t 

llh w ;I (,'I)/] Cii . r.wit.or il#1ii;*( , C i, '11e'l; fI-h i i, ,1t, H h1.i 

ial di] try I.; ,J$, ,7 49,.99 w ii; char,,d t,,, th,. (71,/I I'r',,i,' !. I irij1 't 

Expenti. 

Mr. McKnight. of Cooprs & Lybrand wanw not. ald;] e tot give me de tailo 

of the quensticneo mikiry of ,JT438 ((1 from hil; I()f,,!nt. f il i, no 

am not able to roapond to thiit Item. 

I hav,'e made ' 'rretl irit; Jour ial En t. rien to ad.juist. for the Sonia 

French (!r-r (JEl,no. 211 1l9118) 

CON'D IAGE 4
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"PAGE 4 CONT'D
 

(b) 	PURCHASE ORDERS NOT IN COMPLIANCE WITH REQUIRED PROCEDURE
 

OF INVITING THREE QUOTATIONS
 

This conclusion is based on a small "sample" and on checking with
 

George Stephenson who was directly involved in CD/I procurement
 

during its early period, I was advised by him that the
 

transactions being questioned by Coopers & Lybrand can be
 

Justified on a "sole source" basis and were approved as such by
 

US AID.
 

AIDP II - ACCOUNTING RECORDS ARE NOT IN AGREEMENT WITH REPORTS
 

SENT TO US AID
 

On page 12 of the AIDP II Section of the Coopers & Lybrand Audit
 

report 1item 2 "Condition", they state that "The general ledger in
 

the books of Agro-21 covering advances and expenditures on the
 

project are not in agreement with relevant reports submitted to
 

US AID. For example the general ledger account balances were
 

more than those contained in the reports sent to US AID by
 

US$324,445".
 

The Auditors are here addressing a figure of US$604,363.33
 

(J$3,299,823.78) recorded for total cash disbursments up to
 

31/3/1987 in the Cash Advance Status Reports (CASR) submitted to
 

US AID which is a Cash Imprest report.
 

Correspondingly, the general ledger AIDP II Expenditure Control
 

account balance which includes cash disbursements from the AIDP
 

II FX account as well as other non-cash expense items was
 

J$5,082,207.78 (US$930,807.33) as at March 31, 1987 a difference
 

of J$1,782,384.90 (equivalent US$326,444.00) in excess of
 

disburements reported through the CASE's submitted to US AID.
 

CONT'D PAGE 5
 

http:US$326,444.00
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The difference between the two balances derives basically from
 

the fact that there was J$1,823,374.0, (US$333,951.28) of
 

expenditurea made directly by US AID mostly for AIDP II
 

expatriate compensation payments of J$1,784,053.90
 

(US$326,749.80) prior to Agro-21 taking over the payment
 

responsibility for expatriate compensation in March 1987.
 

Additionally AID made direct expenditures to purchase motor
 

vehicles totalling J$39,320.11 (US$7,201.49) on behalf of
 

Agro-21.
 

A reconciliation of the total difference of J$1,782,384.00 

between the General Ledger and the AID reports ir as follows: 

*N1-CASI ENTRIiE3 TO AIDP 1i EXPENDITURE CONTR OL ACCOUNT 

a. *Expatriate Comperatlon paid by US All): J$1,784,053.90 

b. *Motor vehiclenT urchaned by US All): 39,320.11 

c. *Amount advanced to D)r. Frank Rorm, by Agro-21 

for AIDP II Bponliorcd trip: 6,996.60 

d. Cheque no. 113 dated 2!/9/86 which wa; 

not recorded in CAST diil)urtiments for 

Sept. 1986 (US[$5,83.33) adjusted after 

March 31, 1987: 30,484.98 

e. Bank charges recorded twice in General 

Ledger (US$20.80): 113.54 

f. Bank chargen recorded in General I.Ledger 

but not, in CAISR unti aafter 31/3/87 (US')$40.00): 218.40 

g. US All) (Il iallowed pa ym nt. i not. rfc(' rded in 

CASR but recorded in General Ledge r ( 01$1097. 10) 

(Refunded by Ag ro 21 tLu AII) I I bank accotint. 

in January 26, 1988: 5,990.17 

h. *LEOS: Fea t, Marwicek Mit,(che ll audi t entry ofI' 

Dec. 1986 made in error d|up)! i cating payment 

ma(e to Ameri(:an ( raduate 

School of Marjigim,-nt: ( U4.YU3.UO) 

(Yevertsed ;,f't.r De-c. 31, 1987) J$1, 7 1 . j134.)0 

EQUIVALENT Us$ 326,444.00 

CONT'D PAGH fi 
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PAQR 	 9 CONT'D
 

EQUIVALINT (cont'd) US$ 326,44, .00 

Difference indicated in Coopers & Lybrand 

Audit Report USS 324.445.00 

Difference to be discussed with Coopers & 

Lybrand US$ 1,999.00 

I trust that this memo responds substantively to the Coopers &
 

Lybrand Questionable Items.
 

cc. 	 MR. RALPH THOMPSON
 

MR. TOMMY EASTERLING
 

MR. ALFRED BARNES
 

MR. GEORGE STEPHENSON
 

MR. STANLEY RAMPAIR
 



KPMGIPeat Marwick
 
Chartered Accountants 

The Vi( tori,, Mulk;,i iju,ldI'rv] ovephone (809192 26610 

F10) Box 76 ; 1),, -,po et lc!de 24,19 v,,11.0lIj 
KirnwSlon 1,lfa (M09)92 2719H 

February 10 1988 
The Managing Director 
Agro 21 Corporation Limited 
3rd Floor 
14-20 Port Royal Street 
Kin eston 

Dear Sir, 

Coopers & lvhrand's Repor on USAID Funded ProJects 

We refer to your letter of January 27, 1988 and give below our comments on the matters 
raised therein. 

A,.D.P, - COrponent 11 

I. L.ack (f S grea tion of duties 

(a) 	 As mentioned in the project auditors' report (Page 9, Paragraph 3) the 
objectives of a system of internal control are to provide manageinen: with 
reasonahle, but not absolutc assurance that assets are safeguarded and 
transactions are exec Lted in accordance with\ nag1 authonization and,ement's 
are properly recorded. As deseritbcd helow all the critical functions relating to 
the foreign hank accounts are pcr-firmed at the highest level of nuanagement. 

An important factor that should be considered in assessing a system of 
internal contri is the size of the organization. Agro 21 is a small entity and 
many of the c)ritrols that w)uld he relevant to a large enterprise would not be 
cost-effective, practical, appropriatC ()r necessary. But as in all small entities, 
manIagecuent control is stron ' becaue off the direct pcrsonal involvement of 
manalmentlIC inl tOW Ct hlierefore,L'().npaV's ope.iralios anld accounlting-'. the risk 
that m':aterial cr)Iis or wisciepcic,o undelectcd is rclatlivelywill 	 low. 

(b) The (liliulsmc t under this p rJct heacding Iclrntcd salaries and related, 
expenses of Con I Ict stIlfe xt'cpt for a few mi scellaneus expenses for travel 
and seminars for l al staff and the payincnt for a technical study. All of 
which anounted to 3."; of tihe total (lisliursenents for the peri(l. The 
nuimbcr of l ;lynt-nts ,'ere few and averaged four per month during the first 
half of the )eriokI and eleven (uring lhe latter half. 

.e~e *,,....I....	 e..*Je U~a P ,eI, k u. I 1,kAA, , fl ,., 
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KPMG Peat Marwick 

The Managing Director 
AgIo 21 Cororation Limited February 10, 1988 

1. Lack of segregation of duties Cont'd.) 

On tile basis of monthly invoices and supporting documents submitted by contract 
officers and approved by the Managing Director or the Deputy Managing Director, 
numerically controlled paymcnt vouchers are prepared by the secretary to the Finance 
Director for all disbursements other than direct transfers for which transmittal letters 
are prepared by her. Requcsts for other payments originate from various heads of 
department andi florm the basis for the preparation of payment vouchers. 

Chcques, and tram ilmit'll lettmer. prepared by the sccretarv vo the Yi iince Director are 
siguned by the Finice Director and pa,,sed on for thle second signature to the 
NI naginl irector or the l)eputy Niaaging 1)i rector along vwith the payment vouchers 
and supporting dcumcnts. 

Since disburscments are few in nutimber and in view of their confidential nature, these 
are listed monthly under each expense heading by the lFinance Director and retained as 
a pennlent record. Cheque numbers are identified against payments and cancelled 
cheques are noted therein. 

Considering the confidcntial nature of over 96%;- of the total disbursements and the 
small numir of disbur.sements involved, the system of internal control including the 
segregation of duties is adequate since no disbursement could be effected by the 
Finance Director without the routine intervention of at least one independent person at 
the highest level of mainagement. 

In summary transactions are: 

Aui ho,ed hy - Managing l)irector/T)eputy Managing Director 
Processed by - The security of the Finance Director 
Input Prcpalred by t inance Director 
Recorded by - Accountant 

Any system of internal comtrol can be improved hy dle1gatirg some of the functions 
to additinmal stalf. but suich deleqatlion should only be dohne if the cost of delegation 
does not exceed the benefit that may be derived by add',ional control and whether the 
confidential ityN of the transactions could be disposed with. 
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KPMG Peai Marwick 

The Managing Director 
Agro 21 Corrition Limited February 10, 1988 

2. Accounting. rcords ar: riot in agrcenrit with reporw sent lo USAI) (Page 12) 

(a) 	 Agro 21 (orpration's general ledgcr records total funds received andi fund" 
expendcd for the purpose of internal managcmerit control only. Details of 
funds received arc maintaincd hv the finaince )irector and reconciled at least 
annually with the geCneral lcdt-er. 'he details of funds expended are 
maintained in a cash book in respect of local currency payments and on 
rrionthlv listin rs ill r ,peCt (d rcign currency payments. 

The gcicral lcdrer ,xpcnd1iturc contrl IcCOIuiit vill ntt al'av s ag7ce v,ith 
the USAII) report for a \'arictv (if reasnus includilI!: 

(a) Accrual of xpc~iditurc %khichwill be reflected ot(he report only 

after actual (lis r ,, nicnt. 

(b) l)islnirsc'cnrt of'collripy's funds pending approval of :SAIl), etc. 

The project auditors' condition statcnicnt a regard,, the general ledger and 
the related rcco'nlcruiinditi 'in, (10 in(it appar t)rcclet the correct pcsitll. 

(a) 	 As regards the dishuirsenlcnts made directly by IUSAII), which had rnt been 
recorded in the projcts lfln ks, this should riot be considered ant internal 
control wcakncss of the company .since the can sc for tu t recordi rig was the 
non-primvi,iu ()t- infmraitior which is extern;l to liethe 	 by tSAII), 
coipally. 

Further, the .udii ohjcctivCs and scope as stlated on p;ge 1, paragraph 1 of 
the re ort rcfcrs ti the dttcrniinatioi )fw;ethcr the fund accountability 
statcmcnt fairly pcCt the project funds ~grLjgd aand dishurscd as of 
March 31, l)S,. 

All opet.raiitm cost, (o th ilot r vehCls 1(datC havC been asorbed by Agro 21 
Corporatiol L.ilitt.d and rn ICc(cvered floi tSAII) pIrojcct funds. It should be 
enphasized that in the absence of any land down I 'SAIl) policy, itis the conrparnv 
that initiated di-cui-,sions v,itlh I'SAIID t) a,,ccrtain a basis ()ii which projec! related 
operating c ,of the vChiclc, c uld be reci vered fro project funds. "llic guidelinesist n 
for the ma intcnarce of alog was issued byw USAI) on February 12, 1987. 
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KPMG Peat Marwick 

The Managing Diructor 
Agro 21 Corporation Limited February 10, 1988 

3. ('tidcl i lvg fifrov -jrafl vvcl L '.rkg 11(l foflowcdj~' 1-1) (Con li.) 

As regards the recommendation, it is not the practice for employees, especially 
professional staff to maintain daily lou, of miles travelled and to reimburse the 
company for private ue11.The imple!Hntation oft the recommendation would entail 
the cmplov Iicnt f addlitional staff and thu icg'ate the cost savings envisaged therein. 

'e thcrcl c n'.r:, ' t(1at th l cr,.c111,11,c of plo ctl u i C beC ,,ti atcd in adva 'e ill 
respect ot each I ctl vCehiclC.,", hA,'Cd oi the (lIiieCs a1d t'unction's of the authorised 
user of the vchiclc. "lhv o1pcrtr co-,ts ,Jhto ld be nmLintained for cch vehicle and tile 
applicablCe p,'It t,_r!rla: co, t)riAic'rid to the prjct on at nnnmtilv hia, is. 

The quctil ,khcthcr (crtii,2 ,ots,rlating to private uLC should ,e borne by the 
Companty pc s., or rc e't)vcrcd firom th:e cmphyce should ill our opiniion, be a matter 
that slwul I., decidcd hv the I ,iid of ) irectors of the company and not the USAID. 

Crop ' ;- j!Ifl '~ri jjJrir~imL lJ'q. 

1. i.:k '+f,,L.;_"2 :! ji e~rr c_ ! 'i,)' 

Our commeknt I(a) pa,.ce I under AI.P - Component II are relevant here also.1rn 

unie 
million duliiffl the cr[e d o)f 'Ahich J$ 15 million was disbursed through the local 
currency bink iam %riil ippromilatelv J-( million (US$1 .1 million) through 
the koeicn 

The toltal HHitarercnt,,thls prolect heading amounted to approximately J$2 1 

hnk accoiltl 

,The (iturcrnerit' ill local ctuilc'icv i lI re presented nearlv 70.'; of the total 
dishur ,erients ;ire ed on iirincal(v controlled lmym'ment vouciers prcpared by the 
account, departient on tile baisi of' aithorid (olumcntation received from 
t'ileeirr'tl-i n I t hcr o)pci.itini, dcp.irmicw, The layrnilt voutchcrs are approved 1y 
the liiaice'CI ) 1hCtr r ( 'h cl ;\ccmmn ,ilt aitcr ,khiclh chcqujcie aic prepared by the 
accountaint alid rec dcd in , caIh b),-. 'lhc chclucs ae sillcd hy the 1inance 
)rcL'l r NLiru Ic)ir )r I)ircc(or \, retiewsid th. c c tothe' l)eptiv Niu..ria1r lCho the 

supporlin'. dxkiinICeiratum. '!'lie n hankki ccilia(tion is preparcd by the Chief 
Accountant ad rCvle ,td 1w tIhe linance I)ulior. 
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KPMG Pe tl Mmwrwc. 

The Nanaging Director 
Agro 21 Corporation Limited February 10, 1988 

4. Lak f eg.eiy,1W ,id&t_,s(con'd.) 

The di shursc iers thii lh the orcign bank account which accourtcd for 
approxiniately 3(),; of the total twJect dishurscnicuts pertained to: 

(i) Infra-,tru.t rc iri bilitation and cornnitxities - 4W'(. 

(ii) Cintra.t .i.r . , , iindC, - .-1 ; 

(iii) [loo( relict eu"ated (il,Ir., ent­

(iv) I l i.truliral , IC: :, , r,3;c, t anl sC 'ice - 2G, 

The number ot di,,hur,,crts .'acra.cd ,cvcn payments per month during the first 
SeVenI 1 l)ths anid t ckc dun r., the ha lincc ciiht rmuoths. 

Ile pr) cedulr h,r c ntrect saliries is idcntical t that for AI)lP 11 describe)d under (i) 
above. '11C rets-. other di'.,ur1scncnts origniat e frotm operating depai ltments, 
are checked by the (dpatii ndforw'arded to the [inance Director'saccounts in] 
secretary fto prcpartliol of pavlllt voucher,, aid chqculcs or traismniittal letters. lie 
disbircinint+- throwuIh this bank accoiunt are also listed nnthly under each expense 
cate.2'i\ and rcptied .r, a cl'inhiancnt rccord. 

"-7'; civ.b(), r ,: thc w''nir,, und ti,, prl,;, ,i Ie.( inn orie"inate horn) o[ uring 
derepa i s a itc to,,'l.J A, tihe account%depfartmentib pncthial chcks 
,hilst the bwi.riic citp',ciiiinch ctl alariits and expenes was IMsd on inviccs 

alrlcd hv the .in upi )cgiitv N1an'.ing l)ircctor.Y IA)ucnr m 

('Insidriini" the ,tntlrvt nature of comn,' t salarics and CxpersC, and the 
m laa rt obhj clive ot llnlainitariin'. sllict conli(lcntialitv ovcr this area and tie ftact 
that1 the -Iinancial 1ecin a tansaction wltholt OtI Cannot c(MorpletC n intervention of at 
least (Ie ilnLdpt'eCn1lt p r on at the hlqhe l lcxcl o) nuanracet, ;icct'intg1at [ 
s ste itll in (pcruiiotn is, coliliidrd dcquiac to achieve tire internaml control obI,' CIIVC of 

,.,alc 'laurdini tit' , s'ts and tiew pre,,ciro ,prwid,'rdetection of icreularic or fraud, 
in the ahbtnce cii tanicl 

5. uny~idumkV hqvt Ii' 1'! 

Thie collipaiii\ ni i airiilil, a1recodt otlotal JI ,lsrj'ciCd *r,' totll 11u1tI cxpcndCd in 
the gcncral lItllacr, ii adlition, totqal rindl,, r ',ir-scd are s.n, intiarried nil lthly for 
USAII) icpltqtnn' piiil ),c, iwet\vn hi an y'rant funil- on he basis of fiscal data 
provided in ('SAIl) Project linilcnicntation lettcrs (lll.%, or oi the basis of 
guidelines st o t by U'SAIl) v here such 14ll.s are nit issued. 
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KPMG Peat %14arwick 

The Managing Director 
Agro 21 Corporation Limited Februauy 10, 1988 

5. 	 Jnadcqi=te roc ircs for classification as IoaLn or grant funds (Page 14) (con'd.) 

The di ,hurCel ncl tf fund are nIi s, p;tritcd bctween loan and rrant Inr the general
ledger hut ShuldIJcbe r titi t.II, ) d( c,, not[ consider the monthly summaries 
an adeq'uate rc,ordi. 

6. 	 Thtl ini I; ~ r~ i~ ~ U! J5 

Mor of .1 l,,hi ll\ .,ii dCnt -cl c" , are in rrblna2.'i ait and profe ssio al 
-ic ,..t, tY..1 .i en ;if c itCat, i" J,ti V 1,teH dI t) maintain (1il1v attendance 

anlld tunerrL, ituher ;areviewic)o()Itof Owarcintent or the relatedthei lILs or 
the Cotr,icl l r;r I'.', did 1101 ildi(,te ,J IC tlirrlu . t'lf r !ili tefldiCe of such 
recordsl. dh,,,c',er. ,.UI eriir, iith1.i: lia! Stat vf. I mid only for limeihecu 

worked. 1v the tit
 

(a) tutrd.nc rA,.t I e,c i r t t lt r It CICI ICe dll 

(b) I(Iopeily ',i i iiiil.int.itn Ii, ;ihenc hfrfiil ,'work for all contr';act 

7. 	 Qi-.jli Jh ; !,., \ , I; . 7. 

Ourcc inmcnts, , ll )I 11deII .ticel' v,int here to). 

L\0 L%. .....8. r. .j,'* 	 1, 1,. 1. - -! . 2 

As ncntiomcd ii tie e; rt1, ri l,lte, t(o the early irncmentation .tage: of the project 
onyardt ,,a, . t: tedi , ,ukecun tlv ai tile audit reporl. 

The 	clrnpltriy pr:11,-, cah ldtet., om th' baisi, of wo)rk plan, and hudgets 
preparcd tw thet.' i ee.s 'I filneanu ofI' I ut"ir 'Ish requiccets is 1w nature 
dillcieit Alnd is, lJ 1 n h ,1 
0i) "l'he i ' if t',I. I-t tit- t C\'x penlerellJ d in , nainl'n, ,SAIl)approval 

for exedcnre oe. I 'h,,. 

(ii) l)clA, cmlnnIl;eLti'l0rI (0if 01t Ikr t t h t-esei CircLut, i 	 (flto.I,li. ll I anlCes. 
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KPMG Peal Marwick 

The Managing Director 
Agro 21 Cow oration Limited February 10, 1988 

We understand that steps have becn taken by the company to monitor more closely its 
cash requirements but the problem stated in (i) must be successfully addressed before 
any given perio.s are detcrinined to be optima.l. 

Yours faithfully, 

JJ:vm 
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