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MEMORANDUM FOR DIRECTOR, USAID/Zambia, Leslie A. Dean
 

I'FROM: RIG/A/Nairobi, Richard C. Thabee 

SUBJECT: Audit of USATD/Zamba's Use of Petained Funds 
from the Agricultural Training, Planning
and Inst tuticnal Deve omcrnt Project No. 611-0075 

The Offi.ce of the Reg:ional rn:-uctior General for Audit/Nairobi

has completed its au it of USA: D/Zombia's use of retained funds
from the Agric1:1tura! Training, Planning 
 arnd Institutional
Devel..oroieen- -rc. 611-0075. Five copies of the audit
 
report are e for your action.
 

A draft audit report Vas submitted to you for comment and your
comments trached tre
are a: to report. However, recommendation

No. 1 was changed . after Mission comiments to the draft report
were rece ve d. We cabled the Mission three times andbs(I.I hadsu ..) y two fo low-up teephone conversations 
requestirg that the Mi ssion comment on the revision, but theMission uic not resnoocd in any way to our communication. The
 
report contains two recommenrCations. Reco,,mendation No. 2 is
resolved and will not be closed until completion of planned or
promisea actions. Recommendation No. 1 is unresolved. Please

advise me within 30 days of any additional actions taken to
implement recommendation No. 
 2, and further information you

might want 
us to consider on Recommendation No. 1.
 

I appreciate the co-operation and courtesy extended to my staff 
during the audlut. 

Background 

On September 26, 1980, USAID/Zambia signed the Zambia
Agricultural 
Training, Planning and Institutional Development

project No. 611-0075 grant agreement with the Government -f
Zambia to assist 
 in (a) identifying human 
 resources

constraints, policy and organizational deficiencies,

training requirements in Government 

and
 
of Zambia (GOZ)


agricultural institutions, and (b) subsequently improving the

GOZ's performance in agricultural planning, analysis and
 
management activities.
 

4%/
 



h~owever, USAID/Zamb'ia d Proj~ga~ onect$1.2tll from'9tnhins 
project. Thus,~ the., amunt ,f::'the gr4 ant. was revised to 7. 

milin ;Thi~s 'project 'endeda 'June 30, 1987. However, th ai-
SZambia 's~ AgriculturalT'~j~ and . 

4> De've'lopment (ZATPID) JI "''"---.".".~'"' ' 

't 'Thte, majority of the fud, $;9mlin er sdt iac
 
..ooertie Agreement', with .Iowa 'State 
 Uiest fiAceoat. 

>-..~- $700,00,0 was used to finance a, Participating Agency Services-".i ,

~Agreement' (PASA) the Depa'rtment of Commerce,with U.S. .Bureau-4­
~-of Census (BUCEN) . The' remainder ($2.1 million) was used to 
provide necessary project support. 

, p 

This audit report covers disbursements of a'bout\4il.9 million of

the 'funds retained by 'USAID/Zambia to suppor',, the4 project.

These !'retained funds" were managed' by USAID/Zarnbia's Project-
Support, Unit (PSU) from inception of the project to July 1'987...
The retained funds were used to. (a) procure project equipment, ' 

vehicles, furniture, appliances, and expendable4 supplies for
the ZATPID project Team; (b) employ local hire personnel for' 
PSU4 and 'the ZATPID project; and (c) provide other logisticalsupport to the ZATPID project Team.' Approximately $360,000 of 

44 

4 ,~,retained funds were used by' the Training Office for' long and 
short term participant training.
 

'A,cording to A.I.D. 's Regio'nal Financial Management Center
 
, IFMC1) in.( located Nairobi, Kenya, $2,036,636 were committed 4 4and~~'$1,934,035 had been disbursed 
as of June 7, 1988.. ' ~'~ 

A td Objectives and' scope 
 . - ­- -' 4 ~ ''~ 

The Office~ of the Regional Inspector General for Audit,' Nairobi,, ,

-made a financial and compliance audit of' USAID/Zaibia'4s> 

77""6111-0075). 1 This audit was undertaken at the.44 'request of the 4 '
 
Director, Separate reports' 'have' been' issued
'USAID/Zambia. 


44costs
'covering claimed 'Iowa' State nivers7ity (A.R 
' 

.''"43- 611-88-26) and the .PASA 
4by 

with the U.S. Department' of Census
(A.R ''36 1 - 8 8- 28)'. The audit objectives were. eva'luate, (a!)to-
how. well USAID/,Zambia had utilizedtheretai~ed4f undS, '(b) the~,§&~

propriety ,and 'reasonableness 2of 'funds 'expended by USAID/Zambia,~ 4 .~ 
4'''(c)' procedures"and 4 controls~used
~,~ to manage the retai'ned funds,/~ 4 .w.
 

4 44~,.'and of "the 4official ;A'..D. .aconig reod
I(d) <the, accuracy' 
4~4-4'4' for the pro6 jec't'' .' 444 '.'.'44 ',4'444.,4,4..4~>~~ 

The' audits covered disbursements totaling $1.,93l4,,,,35! of ~ 'comm itme nt" amountng 'to. $2,036,636 4-for', the "period fr'oi,
~September 1l980 ,through 'June 1988. 4 We reviewed (Ia)'finan'ia'" 4 

4' .44. 44 4 ~4. '- ~'4 44 " - "-2 



~records maintLained by RFMC;:,(b),- prol~d s ."nera cotrls and flving system used by USAI/Zabi ; )ineto ry controls
employ~ed by t p~su~he over p\t oie ct co,ommdities; ~d), selectedvouchers iitemizing pay1mons; Y"and (e),.files maintain'ed by the~~U 
TriinO 
hftce diusirswE SA/abaofias 

._V __srrjnhief. 
and 

June2~ndd~~e~ t USID7Zambial, Lusaka and RFMC, Nairobi in+;%p
Jun.zid-' July z,,988 in accordance with generally. acceptedgov)ernme-ntlauditing standards.
 

Resultts of Audit.~
 

The audit showed that USAID/Zambiaj used the retained 
fund's well
to accomhplish 
 pr ,Djcct objecti ves and that expenditures were 
Sgenerally 
 proper ahd reasonable.k However, the PSLJ diidnot 
have',
'adeq.-,ate procedures and controls over:,, (a) procureent
documentation 
 for tchniical 
 assistance, commodities, and~
v~operationa 
 Ur~n osts; ad()i;'-,ventory contr ls ladreconciliations., 
Fuher theinancial reports contained,
errors, and some commitments s'hown these 

-< 

in reports were no 
p 

'longer valid. 


The, audit report recommends that actions 
be- taken to (a)­improve the current inventory' control and.(b)system, correct(< the errors in the accounting records. 

1. missing Do~cumentation Preclud-edReconciling Non-Expendable

SInventories 
 - A.I-.D., Handbooks 19 and 23 require, annualreconciliations of inventories. Physical 
 inventories of
Mission controlled non-expendable) ZATPI-D property had not been
reconciled to A.I.D. Controllerreod ovrte'iyarlf


of the project. This was 
 primarily due to incomplete
procurement documentation 
 and lack of perpetual inventory
records 
 for, household furniture. 
 Without a ,reconciliati'on,there was 
 no assurance 
 that all , non-expendable~i propertypurchased with projects funds were accounted for.
 

Discussion~ 
- Ha~ndbook 19 and 23 required maintaining adequaterecords for non-e xpendable property. Further, verification '<of.the property s .existence was be~done'to annually e'nsufring it 
#~-reconciled, bb the~ property~and aconigrcrd anand
 

SHowever, the, audit- disclosed that pyia inv~entory~~verif cation had-nie~ve~r been. reconciled to the .'property,~-and. 
Saccounin~gJ 
 records Usincej th~e icpo of .the> projecL <; 

USAD/ambffiias satd ,:'hey -had' recognifted~ thiL;nability,,t~o reconcil 
.physical , 4nventbories 'ofall A..Dprocured 'nonexpendable propert :"Cdontroller, " ecords for atleast the past two years. Considerable management tirme, was
devoted~ toward t hisissue 4~-inldg usn A services o~f 
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~Summi~er contract help ~and a~ cosultant. They eventually
concluded-a reconcilation wa.s niot possible. Inx December 198 7,
the' USA'ID/Zambia Executive Officer advised A.I.D. Washington Is~Directorate for Program,. and Management :,Services o~f this f act;~ 

-­ and-stated -. t-hat--as- a7- r aa proaca1-­ fd:-- r6gm-t~-c
USA I Zambia planined t~o user the October l1'9872 physical nvntenory~
aa starting- point fo~r fuur reoclitos 

~The~ current procedures, being used~ by USAID/Zambia ~in: 
.. contr lling non-expnal rpr rweeiacodceitth 

4rsprescribed "in A.I.D 's-Training Maniual for~Prsona~
Prope -rty Management,;with ,one' exception. .The, exception to 

Sthese procedures , wa~s that: thIeir "control records~of fu~rniture-,
~~W~~and, appliances located in' 'offices and residences' did, notcontain 'a signed copy of a Furniture/Furnishings 'Issue/Turn-In 
*''Sheet. Without t2iis type of record, the responsible individual 

Swould not be held accountable for non-expendable property in 
,.~*'his possession. 

This situation occurred because procurement documentation wasincomplete and that perpetual inventory records for householdfurniture were hon'-existent. As a result of this audit, theMission established revised procedures to ensure procurement
documentation will be available for future projects. ~ 

''4 Since physical property verification had never been reconciled 
'to the 'propetrty~and accounting,> records,' there was no assurancethat all~ non-expendable propert y could be 'accounted for. 

SMission officials assured auditors th~at the ~planned physical 
7"inventory -will be used a~s a starting point for future ­

'a 

-'' 

-,, 

7 

' 

~'KIn conclusion, the Mission should establish and document a 
~~ property management system to control and 'reconcile annual -'-'-'~' 

physical inventory verificationtoaporaercrs 

to appropriatehatrecerdsrectr,USAID/Zambi 

V 

a .resltsof heplanned physical inventory verification tha t 
reconciles. with the> property and accountingrcrs n 
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'b. ,the documented property. management system theV Mis'sion 
uo
~se to c ntrol~ and rFdoncleA '>D. finance'­

property to appropriate riecords.
 

~This- recommedation' was..cha.nged after: Mission,, comments ito, the 
diraft, e purpose ofth'-change was to~4i~ctthe, recommenpdtion mreeffe'ctively towar'ds, the cause ofAthe problem,j 

We cabled the revised r'evision of, the. recommnend ation: t'5'USAID/Zambia1 ozi Sept~mber 22, 1983 with) a request that the.mission comment on 'the revision. No resp~qnse was ,received . wesent follow-up cables 
on October 4, 1988'and October 1, 198
(Again no wasr esponse received. Follow-.up telephone calls to~­~~the 'acting Mission Director also failed to prompt a Mission,:response. Consequently, this recommedto i ben isued.
 
'~~without 
 Mission comments. A4'. 

.2. Errors, in. the. Accounting. Records. should be Corrected. to.Show :Ithe YValid -Currn Financial StatuLs good-Although,, 


financial management practice requires 
 keeping valid and
'accurate accounting records, the 
 audit .disclosed num'erousx,errors in the accounting records. 
 As a~ result, net adjustments
should 
 be. made to increase commitments by $5161808 and­
disbursements by 499,375. 

'. 

SDiscussion 
 -Good financial managemelit practices 
'q~uire
 
Skeeping 
 valid and "accurate accoun ting- records to sh lw,financial thestatus on a current bacis. "b is enables, management

' "to make better' and timely decisions when' .'financial infor t 1on 
'~is 
 needed. 
 ~ 

The audit disclosed that numerous 
'errors existed 
 in ,the'
accounting records. Auditors~reviewed a listing, 
.oblain'ed, from
RFMC 'of' all obligations, 'comnmitet'ad isuemn,,(fth
 

proec
siceincptonthrough 
June '1988.' This 'revip~wdisclosed the 
need for making at lieast 18 adjusting' entries 
' 

correct errors in the accoursting records. 
 "'~~ 

The -precise 
-cause' for this, situation ,,was'udifficul~t 'todetermine, but'vouchers 
were incorrectly ,jcoded by USAID/Zaynbia 
' 

;'vstaff.. Further, USI/Z i 's'' 

f h >FffcalIIsatdtat'sm.comrpitrents/d isbur'semen ts 'which" validly relaed :to ZATPID.,'I-I'"%;~were made 'on an, interim basis without funds availability.. 4 -ALI,~th e t iDe of4 the1 audit, transfers to correct" the 'entrie's had nt 
' 

ye4~t been made., Additionally,. o~ther ,errors W~ere' caused by RFMC"~staff" who ignoredL.and/or~misinterpreted 4correspondence
micdddocumehtal on. and 
4 

,~i4,scoed
_'-. . ~5 4 

44.44 ,.. , 
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--

-- 

Thus, as a result of these error. h e~fetom 
oth ne commitments b 

$96,808 and disbursemnts by $99,3751. Detai~led" analy'sis ofthese adjuisti~ng entries is4 shown on:., Exhbit I. 

In conclusion, USAID/Zamibia reed to. makeFLAese iadju"stjpnts ~oI~ 
~corr~ect :RFMC accounting'jecords ;,to corre'itshow;'the ,financigi
~status of the7 project.2I
 

~~Recommnenda tioni No. 2
 

We recom~mend that USAID/Zambia ensure that adjustment's are made ~ 
o', the 'A.I.D. 


A'etailed on Exhibit 1.
 
,t official accounting records for those 'items
 

v
,USAID/Zambia 
 essentially agreed ~with Recommendation No. 2. The

Mission.,stated that reports .as of
RFMC August~l,1 1988 showed'
that 'the ,comimitmen~t for $J.2,725 (LE-611-86-ooo4) "has already
been reversed and the amendment No. 1 to BUCEN-PASA Agreement
recorded, as, commitment for $100,000. Further, the Mirssion'..­
stated a telegram 'is be'ing drafted by the Mission to RFMC toeffect the remaining adjustments.
 

The Office of the Inspector General considers Recommrendation 
No. 2.resolved. I t-wi11'be closed when 'the planned or promised

~~~acti~ons have been fully implemented. 
 -

S Other Pertinent,, Matters -The audit was conducted one year-
after the Project Assistance Completion Date of June 30,' 1987. 

-

SThe audit disclosed that records at Iowa State University.,

Bureau of .Census and USA.ID/Zambia 'as comparet FCrcrs 

­

at June 7, 1988, showed that unrecorded recto nR proecd
disbursements would 
 aitnc]an ,pojete
 

Drawdowns by Iowa State University

voucher Nos. 6"'Ythrough 67 not yetpost'ed by RFMC 6,041-$54 

Potential cost of one HHE shipment - 15,000 -- ~'-

A 
 Potential ocpircost
ofone Cannon co5,50-er
 

Aftrreodng althese actual and ±pro'jecte.d' disbursements- ­
and adjus ing all errors (see Exhibit 1)the, Z.yPDprjc
financial1 statuswoul'd be follows:as ~PDpoetp 

AZ ~' A ~ 

-, , -;-T_ 

6 ;A 

A~
 
0...-
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Obligated Earmarked Committed Disbursed
 

Technical Assistance:
 
ISU $4,896,976 $4,896,976

Buren PASA 678,450 589,332
Other 
 81,959 56,757
Tutal 34,601,649 $5-6i7,588 f5,63 7,385 $5,543,065

Tvain:ng 589,109 369,987 362:993 362,993

Commodiaies 931,417 712,795 5/2,953 572,495
Oper.Recarring Costs 917,826 993,124 968,563 944,902 
Inflation 379,999 - - _
continge :. .0,44. ----- -00

To'a"s_ $7,734,000* .17-7-, 9-4 9$561,894-7,423,455
 

• No azjiustm.a-nts made at Lhis time to Obligated or Earmar.ked Funds 
as recorded by RPMC. 

Consequently, aout;30
3100O, in pro ject funds ,;ou.Id no longer beneedd. -The auditorus "">r "d that the missioA' thor return theLucais to Lhf U.S. l-ea:sjry or cons0der deobi, igation/re--obligation 

Pr ce nss to ,o) r. . afctive utiliz atio n of, urcs 

-7­



AUDIT OF USAID/ZAMBIA'S USE OF
 
RETAINED FUNDS FROM THE AGRICULTURAL TRAINING,
 

PLANNING AND INSTITUTIONAL DEVELOPMENT
 
PROJECT No. 611-0075
 

EXHIBIT AND APPENDICES
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ZATPID-PROJECT 614-0075 
CHANGES REQURED, 'M~RCRECORDS 

INCEPTION THRUGH JUNE 7f 1988q 

Affecting Only ZATPID Project: 

~ ~ I Increase~ 
S(Decreae) 

ISUComitmntsDisursemIents: 
~3IAtdbcor inntComitmen Required-.Final 

Billing 
P 4 9 76 * 

Disbursement for ,aLease belongsto,
Operational. Recurrent;rCosts <27,975)~ 3/< 

Exhibi 1 
~Page I--of 2~ 

BUCEN-ASACommitments/Disbursements. 

~t> Commitment for LE-611-86-0004 
required. 

Commi tinnt required fr!PS 
Amendhient"No. 1 

not~ 
- (12 , 725) 1 

-1001000 1 

Paymnt to BUCEN 
$146,361) 

in 12/87 (part of 
144,738 3/ Z 

Retained Funds -~Participait Training: 
K: 

PO-845-1880 duplicates radios 
on P0-86 0014 , 

ordered 

4,576)<1 
-

C 

_ordered 4~PG-86-0050 

SCO_2i 27228 Commnitment for 11 ' 

Landrovers, -no,further disbursements;
anticipated 221/~( 

30 

0) 

.2C 
2 
jyi 

"Commitmr~ent required for HIRD vehicle<2~2----b-~+>2'~ 
2 u.sed exclusively for :ZATPID 

< >2 

~'. 

R~etained Funds, ~4Operational Recurrent~'A222~C22~-2 

Lease incorrectly posted~to2 Teh Ast 2 
2797 

2/ --

Commitment2 required for shipment of22 
2 2. 15,000, / 



I@ : Jl 1 i : 11 4,-1 

Exhibit 1 
Page, 'of 2 

Commritments/Disbursent{s Which Bene i t ed Other, Projects: 

RetanedFdnds--Operational Rcrrent osts:. 

LE-85-001-Total Charges, 6,7,200

Value'to ZATPID ,a$43,200 (400 /4
 

PO-6i-87-0194:97 water tanks arriLved/j
installed after PACD (15,84) 2/ 4/1 ~> 

~Pay"ments to 12IZATPID drivers after~ '~j::~.'~-&i 
PAC:D (.<12,457)1/ 4/.
 

'Repairs to.ZATPID vehicles afterPACD 949 2/ 4/
 

rceived after PACD, 
:( 457) 3/ 4/, ' 

PO8/45 an-8/0 : ah ol 

Cannon copier -T1for ZATPID, 1 for
 

ZAMARIE' 5,500) 1/ 5
-', 

-DcInrae ease- to ZATP.LD. Project 611. 0075<+&4w 

Aff tsorly Comrmitments 
. 

Af f cLs Commjtrf an is sements already madet.~: -~­
3/ ,only,,Disburserencs a1ready made-: -'&-.U-

IAffects
4/ Benefit to ZM'PID-III Project 6 11"0207~~. 


5/ Benefit to ZMAAE Prject 611-0201 
--. 

II
-,..;:imcz 

I~~ I -, . 

4 
tf.UIf-~ ~I ~..~4 I~t41~U~.~4 4 -. I. 'fr 'fI ~ A. 44-4.4 I-- 41 ~ 



'EXTRACT0 F
6 USA ID/ZkABIMrS iMANAGEMENT CMET ~ 4<~~~~p S~TO DRAFT AUDIT REPORT. 

1-'UDfrT REPORT ON -USAID/ZAMBIA'S USE OF 2RETAINED FUtIDS4LR 0M THE<,
di AGRCULTURAL1 TRAINING"' 1_PLANNING AND INSTITUTIONAL DEVELOPMENT1PROJECT. NO. 611-0O075' 

SA.~ RECO.MMENDATION NO. 1. 

mRE'COMMENDATION NO, 1 'WAS REVISED~ AS INDICATED ON -PAGE 5..AT~.~~-THE TIME, OF REPORT ISS9AcE U4 ADZMI AD~NOT SENTIT 
CiOM~MENTS* .SEE PAGE ~5 -UNDER MISSION'COMMENTS. 

B.RCMEDTO 
 NO. 2 
4 

(1) RFMCi REPORTS AS, OF 8-i-1-88' SHOWED THA'T THE,: COMMITMENT FO
DOLSA 12, 725 L-611-86-0004) HAS,,ALREADY BEEN REVERSED :AND THE1
AMNMN, O ,IT UE PASA. AGREEMENIT RECORDED' AS COMMITMENT

fFOR' DOLDS 100,000. 

(2)~ -A TELEGRAM IS' BEING DRAE1 ±ED BY' THE MISSION I'TO 1 RFMC TO'~EFFECT THEY'YREMAINING 'ADJUSTMENTS PER, :;AUDIT .REPORT
 
RECOMMFNDATION ON THE 'USE OF' RETAINED FUNDS.': RIG// ILBPROVibEDACbPY O THIS'CABLE.1
 AN IjBE.
 

(-43) RFMC IS CURRENTLY, LOOKING AT) THE FINAL, ISU;'BlrjLING FOR
446,976 AND WILL~ ADVISE THE MISSION ONCE, A. DE ISOtA BE 

SREACHED ON' THE- ACTION TO BY: TAKEN. 4MISSION WILL ADVISE4 J
$RIG/A/N, ACCOPDINGLY. -­
44 4 



Appen'dix,2 

--REPORT-,ISTRT-BUTTON 

Mi.ssion Diretr~ USAID/Zamibia5 

~AA/XAF 

,AF/SA/MSRZ 

SAAXS&2 

XIG/PPOJ 
LGL 
G, M C& ~ < 

I G -

RIG/A/M 4 > K >-IN4~-.444 

R IG /A /sM'444 
4 4 

.. 
4 

.. >'~ ~ ~~.4444~4. 

4RFMC/NairobiI 4 K .+Jz 1--4:> 4< >~ 


