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AUDIT OF
LOCAL CURRENCY GENERATIONS
UNDER USAID/ZIMBABWE
GRANT NO. 613-K-606

AUDIT REPORT NO. 3-613-91-13-N
September 16, 1991

The audit of this $44,869,000 Commodity Import Program determined
that deposits into a special account were less than should have
been deposited by the local currency equivalent of $447,064.

CONTRACTOR INFORMATION IN THIS REPORT MAY BE
PRIVILEGED. THE RESTRICTIONS O¥ 18 USC 1905 SHOULD

BE CONSIDERED BEFORE ANY INFORMATION IS RELEASED TO
THE PUBLIC.



UNITED STATES OF AMERICA

AGENCY FOR INTERNATIONAL DEVELOPMENT
REGIONAL INSPECTOR GENERAL/AUDIT

UNITED STATES POSTAL ADDRESS INTERNATIONAL POSTAL ADDRESS
80X 232 POST OFFICE BOX 30261
APO N.Y. 09675 ' NAIROBI, KENYA

September 16, 1991

MEMORANDUM

TO: Ted D. Morse, Mission Director, USAID/Zimbabwe

FROM: Toby L. Jarman, RIG/A/Nairobi WL/

S8UBJECT: Audit of Local Currency Generations“Under USAID/Zimbabwe
Grant No. 613-K-606, Audit Report No. 3-613-91-13-N

This report presents the resul*< of a non-Federal financial audit
of local currency generations under USAID/Zimbabwe Grant No. 613~K-
606. The accounting firm of Deloitte & Touche, Zimbabwe performed
the audit. '

A.I.D. Grant No. 613-K-606 provided budgetary support to the
Government of Zimbabwe to implement planned reforms under the Dasic
Education and Skills Training Sector Assistance (BEST) Program No.
613-0208. Zimbabwe dollars to support the program were to be
generated under a commodity import program (CIP) component, for
deposit into a special account. As of June 30, 1989 the total
amount obligated under the BEST program was $44,869,000. The funds
granted were earmarked for technical assistance, training, and
commodities ($15,869,000) and a private/public sector commodity
import program ($29,000,000). .

The audit objectives were to:

- review and express an opinion on the Fund Accountability
Statement;

- evaluate the Government of Zimbabwe's internal accounting
controls concerning local currency generations under the
program; and

- determine compliance with terms of the grant agreement and
applicable U.S. laws and regulations.



Deloitte & Touche reported that the Fund Accountability Statement
fairly presented the status of funds authorized under Grant No.
613-K-606, except that the amount deposited in the special account
was $447,064 less than should have been deposited according to
A.I.D.'s finaacial records. The auditors also reported that the
funds in the special account were not deposited in an interest-
bearing account from January 1985 through June 1987. Consequently,
this inadequate investment policy resulted in lost earnings of
Zimbabwe Dollars 2,600,000 ($1,568,000). However, we are not
making a formal recommendation concerning the non interest-bearing
account, as this matter was covered in A.I.D./IG Audit Report No.
3-613-90-06, dated March 23, 1990 and the Mission took corrective

action.

In its report on internal controls, the auditors noted that the
Government of Zimbabwe was not reconciling its records to A.I.D.
records. The auditors concluded that such reconciliations would
disclose unexplained differences between amounts granted and
deposited. The auditors reported, however, that the Government
complied in all material respects with provisions of the grant and
with applicable laws and regulations.

A copy of the draft report was provided to USAID/Zimbabwe. Their
comments (Appendix 1) were taken into consideration in the
preparation of the attached final report. USAID/Zimbabwe suggested
certain word changes which were incorporated in the final report.
Also, USAID/Zimbabwe suggested that Recommendation No. 1 be
directed to AID/Washington.

We disagreed with USAID/Zimbabwe that Recommendation No. 1 should
be re-directed to AID/Washington. In our opinion, USAID/Zimbabwe,
as the office responsible for the program, should coordinate with
AID/Washington in order to implement Recommendation No. 1.
Regarding Recommendation No. 2, we consider the recommendation
resolved since USAID/Zimbabwe stated that it had installed a
tracking system to reconcile local currency deposits with listings
provided by the Government of Zimbabwe. The recommendation will be
closed upon receipt of documentary evidence that recommended
actions have been implemented.

We are including the following recommendations in the Office of the
Inspector General audit recommendation follow-up system:

Recommendation No. 1: We recommend that the Director,
USAID/Zimbabwe make a determination on the unsupported
difference of $447,064 between what A.I.D.'s accounting
records showed should have been deposited in the special
account and what was actually deposited, and collect all
amounts due to the special account.

Recommendation No. 2: We recommend that the Director,
USAID/Zimbabwe ensure that the Government of Zimbabwe
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institute appropriate procedures to reconcile their financial
records for commodity import programs with A.I.D. records.

We consider Recommendation No. 1 unresolved pending
USAID/Zimbabwe's agreement on the specific amount to be deposited
into the special account and our receipt of a specified plan for
corrective action. However, Recommendation No. 2 is resolved at
report issuance. We will close the recommendation upon receipt of
documentary evidence that recommanded actions have been
implemented. Please respond to this report within 30 days
indicating action planned or underway to implement these
recommendations.

Thank you for the cooperation and courtesy extended to Deloitte &
Touche and Regional Inspector General for Audit representatives
during the audit.
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EXECUTIVE SUMMARY

This doament records the findings of the financial audit of local
currency generatiaons for the USAID Grant No. 613-K-606. \

The mt is divided as follows:-
o Introduction
This summarises our approach and methodology
o Audit Reparts
This section contains three separatrs; audit reparts on:-
- Fund Accountability
- Campliance with laws
- Internal Controls
and the respective audit findings
The audit was canducted between March 1990 and December 1990.



1. INTRODUCTTON

-In 1988/89 the United States Agency for International Development
(USAID) requested Deloitte and Touche (DT) to evaluate tHe system
-and procedures utilised by the Goverrment of Zimbabwe to account
for income and expenditure an USAID funded grants. The conclusia
reached was that the systems were adequate but that laid down

*-  accounting and administrative procedures were often not camplied
with.
As a result of this in 1990 the USAID/Zimbabwe requested an audit
of each USAID funded grant agreement.
By agreement between the RIG/A/N, USAID and DT the audits were
divided into local currency generation (incame audits) and
expenditure audits for selected projects. The incame audits cover
thegeruerationofloalazrrerwfurdsfrantheczppmgmnsard
the transfer fram the special accounts in which the funds are
deposited to the GOZ Exchequer account once approval far project
experditure has been given. The expenditire audits cover the
receipt of furnds by each of the implementing ministries fram the
Exchequer account and the expenditure incurred for selected
development projects by the implementing ministries. This report
concerns local currency generations under USAID/Zimbabwe Grant No.
613-K-606.

ADIT GBJECTIVES AND SOOPE

The objectives and scope of the audit were governed by the
following: -

o CFR-41 1-15-2 (Comtracts with Cammercial Organisations).

o Federal Acquisition Requlations (FAR) (Comtxract Cost
Principles and Procedures).

o ATD Handbock 11 (Host country contracts).

O  American Auditing Standards.

o Audit Contract.

o Generally Accepted Auditing Standards.

o American Goverrment Auditing Standards.

In terms of the above, the objectives of the audit were:-—

o To issue an opinion on the fund accountability statement.

o To report on campliance with the grant agreement, U.S. laws
ard regulations.

o To report on Goverrment of Zimbatwe’s system of internal
controls.



The audit was performed under the guidance of the Regional
Inspector General/Audit/Nairobi.

The scope of the audit consisted of the following:-

o

o

One hundred percent checking of all transactions. This was
done because an accurate fund accountability statmnent from

GOZ was not available.
Reconciliation of GOZ records to USAID records.

Review of transactions for campliance with grant agreement and
applicable laws and regulations.

An evaluation of internal accounting cantrols and practices as
a part of the transaction audit. It should be noted here that
because of the ane hundred percent checking, reliance was not
placed on internal controls.

A review of all relevant documentation.

The Fund Accountability Statement shows the following:-

uss
Amount obligated directly by USATD/Zimbabwe 15 704 071
Deposited into the special acocount far the grant 28 411 769

Amount still in the hands of AID/Washington 306 096
A difference between the above three items 447 064
ard the total grant amount of USS$44 869 000.

(underdeposit)

SYSTEMS DESCRIPTION

The USAID Cammcdity Import Programs (CIP) have been designed to aid
Zimbalwe in two ways:

o

Provide foreign aurrency to the private sector in Zimbabwe faor
the importation of U.S. goods.

Generate Zimbabwe dollars from the sale of the above foreign
currency for use in public sector development programs.

The arganisations who administer the programs are as follows:-

o

USATD

USAID acts on behalf of the donor and is responsible for
ensuring the correct administration of the foreign funds.



- MFEPD
The Ministry of Finance, Econamic Planning and
Development (MFEPD) is responsible far receipting all
local axrrrency generations, refunding the

account from the special grant account for expenditure
imnedwmmlmrmlmmmlsardreportugto

- Imnlementing Ministei

The implementing ministries incur, control and report to
MFEFD on all expenditure of development projects.

Reserve Bank of Zimbabwe (RBZ)

RBZ maintains the goverrment special and investment grant
accounts.

Camercial Banks (CB)
CBs act on behalf of the importers

Importers
Importers purchase fareign axrency made available under the
grant .

The implementation of the CIP is as follows:-

o

An agreement was signed between the United States Goverrment
and the Goverrment of Zimbakwe.

Onthebasn.sofarequestfranthemmstzyofnmnce,
Econamic Planning and Develcpment (MFEPD), USAID arranges a
letterofcmummenttobelssuedbyAID/Wasm:gtontothe
U.S. bank designated by the MFEPD. This letter advises the
U.S. barnk of the program and the amount of the agreement.

The natire, terms and cornditions of the CIP agreement are
advertised. In response to this, Zmbabweancanpames submit
applications for foreign exchange to the Industrial or
Camercial Import Controller of the Ministry of Industry and
Cammerce.

The application includes a proforma invoice fram the U.S.
supplier indicating that the required items can be sourcad
frcm the U.3. ad the estimated cost.

The Ministry of Industzy ard Carmerce vets the applicaticns in
tarms of che USAID Cammedity Eligibility Listing and their cwn
pricrities and allecates funds accordingly. The Ministry
provides USAID with details of all approved allocations.

USAID prepares the allocation letters using stationery
provided by the Ministry of Industry and Cammerce.



-4 -

o The importer upon receipt of the Allocation letter obtains an
impart licence before requesting an approved Zimbabwean bank to
open a letter of credit in favour of the designated U.S. supplier.
The local bank provides USAID with a copy of the letter of credit
and advises the U.S. supplier that a letter of credit has been

opened.

o ° The U.S. supplier ships the goods. Copies of the sHipping
- documents and invoices are sulmitted to USAID in Zimbabwe and to
the U.S. bank.

o The U.S. bank makes the necessary payments to the U.S. supplier
: from their own funds and forwards an advice of payment to the bank
in Zimbabwe with which a letter of credit was opened.

ATD/Washington reimburses the U.S. bank.

o The Zimbalbwean bank collects the full value of the letter of credit
(in Zimbalbwean dollars) fram the importer.

o The Zimbabwean bank transfers the funds to the MFEPD. MFEPD
deposits the money into a special CIP account at the Reserve Bank.

o MFEPD usually maintains separate accounts with RBZ for each grant.

o  Where there are funds excess to requirements in the RBZ current
account, these are transferred to an investment account under

instructions fram MFEFD.

This campletes the incame segment of the cycle. Implementing ministries
incurring expenditure on approved development projects, sukmit .-
expenditure returns to MFEPD. In order to refund this expenditure,
MFEPD instructs RBZ to transfer funds from the grant special account to
the Goverrments Consolidated Reverme Furd.

ADIT PROGRAMME

For the purposes of this audit, incame camprises the local currency
generated fram the sale of US dollars to the private sector and
expenditure is the money transferred from the special account into the
Govermment account. Actual expenditure will ke audited under the
experditure audits done at the variocus implementing ministries. See
report on Financial Audit of Selected Goverrment of Zimbabwe Projects
Funded by Local CQurrency Generations Under USAID/Zimbabwe Grant Nos.
613-K-603 to 613-K-606.

The audit programme has been designed to cover all steps in the audit
cantract signed between USAID and Deloitte and Touche (Refer Scope of
Wark APPENDIX ONE). The only exceptions to this are steps 8 and 16 in
the audit contract.

Step 8

As described above actual experditure from the CIP account is covered in
a separate audit. BExpenditure for this contract will represent the
drawdowns fram the special account.

Step 16
As explained above expenditure is covered in a separate audit.
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ADIT REPORT ON FUND ACCOUNTABILITY STATEMENT

Independent Auditors Report

We have audited the fund accountability statement for local currency
receipts of Grant No. 613-K-606 as at and for the years ended June 30,
1989. This fund accountability statement is the responsibility of the
Govermment of Zimbabwe. Our responsibility is to express an opinion on
this fund accountability statement based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards and Goverrmment Auditing Standards issued by the Camptroller
General of the United States. Those standards require that we plan and
perform the audit to obtain reascnable assurance that the fund
accountability statement is free of material mistatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the fund accountability statement. An audit also includes
assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial report
presentation. We believe that our audit provides a reasonable basis for

our opinion.
‘The fund accountability statement includes:-

- an amount of US$15 704 071 representing money cammitted to
contractors in the United States which has not been audited, and

- an amount of US$447 064 representing an unexplained underdeposit
difference. This amount represents a shortage of funds disbursed
in terms of grant by AID/Washington and the uncammitted balance
remaining. USAID is unable to explain this difference as the
official accounting records are maintained in Washington. Reports
received by USAID are inadequate to identify the reason(s) for the
discrepancy (refer ncte 4 of the Furnd Acccuntability Statement).

The fund accountability statement has been prepared using the cash
receipts and payments basis of accounting.

Subject to the effect of the above amounts, in our opinion the fund
accountability statement fairly presents the status of all funds
authorised under Grant Agreement No. 613-K-606.

Hﬂmlxw
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(All ammts in United States Dollars)

~

REVB!_]E
Amount granted per agreement US$44 869 000
EXPENDITURE
Amount cbligated directly 15 704 071 15 704 071 1.
Local Qurrency Generation 28 411 769 28 411 769 2.
Uncammitted balance ' 306 096 306 096 3.
Unexplained difference - 447 064 447 064 4.
underdeposit

USS28 411 769 USS16 010 067 USS447 064 USS44 869 000
Basis of Accaumnting

This statement was prepared using the cash receipts and payments basis of
accounting.



2.1

Amounts obligated directly
-This amount was taken directly fram USAID/Zimbabwe’s records and

represents United States Dollars camnitted to contractors.

audit work has been performed on this amount.
Local Currency Generation
Intxoduction

This represents the amount of funds made available to local
importers. The total local currency generated fram those importers

amounts to 2$40 923 677.
An analysis of the furds is as follows:-

RECEIPTS

Local Qurrency Received
Interest earned

PAYMENTS

Belvedere Equipment

Belvedere Tractor

Distance Education Materials
Secondary School Kits

Staff Develcpment - Planning

Staff Development - Teacher Bducation
Upgrading Secondary School Kits
National Vocation Training Centre (Belvedere Teachers
Training College)

Boreholes - Teachers College

Bxamination Autamation

Education Service Centre (Examination Branch)
Masvingo Technical College

Mutare Technical College

Research and Evaluation

Brothers’ Brother Book Programme

Camputerisation of regions

National Education Centre

EXCESS OF RECEIPTS OVER PAYMENTS REPRESENTING

No

US$15 704 071
. 4

Us$28 411 769

40 923 677
3049 606

2943 973 283

WYY

o N

1
3

480
29
(0123
021
36l
23
100
89
000

45
100
600
365
050

20

20
492
094

000
e]0)
v37
134
947
000
000
oco
000

000
000
000
331
000
060
000
117
747

2830

979

313

FUNDS STILL AVAILABLE FOR DISTRIBUTION AT 30 JUNE 1989 2$12
At present

Tne payments will be reconciled to the project audits.
no work has been done on these items.

993

970

-~



2.2

2.4

Adit Wark
In arder to arrive at this analysis we had to perform the following
reconciliations:-

<0 = Reconcile the GOZ cashbook for Grant No. 613-K-606 to the
* USAID records. '

o Analyse the GOZ cashboak.
o Reconcile the GOZ cashbook to the Reserve Bank Statements.

The reconciliation of the GOZ cashbock to USAID printout revealed
the following:-

Balance per USAID records 40 022 971
Add : Receipts in cashbock not in printout

(APPENDIX THREE) 981 001
Less : Transfer to 605 printout

(APPENDIX FOUR) (83 925)
Add : Unreconciled difference 3 630
QCRRECT RECEIPTS TOTAL 2840 923 677
Balance per GOZ cashboaok 41 066 036
Less : Transfers to 605 Cashbock

(APPENDIX FIVE) (475 632)
Add : Transfers fram 605 Cashboak

(APPENDIX SIX) 263 222
Less : Error - overreceipt (APPENDIX SEVEN) (3 042)
Add : Receipts in printout not in Cashbock

(APPENDIX EIGHT) 73 093
CORRECT RECEIPTS TOTAL 2540 923 677

Apperdices three and four represent adjustments to be made to the
USATD records ard appendices five to eight represent adjustments to
be made to the GCZ cash bock.

Aralysis of Cashbook

The aralysis of the cashbook confirmed the local aurrency receipts
balance and identified a further Z$3 049 606 earmned in interest on
invested funds.
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2.5 Reconciliation of Cashbook to K serve Bapk Statement

4.

The reconciliation of the GOZ cashbock to bank statement identified
actual funds on hand of Z$13 136 329 made up as follows:-

Held on behalf of 613-K-605 475 632
613-K~606 Funds (Note 2.1 of Fund Accountability ' 12 730 748
-Statement)

Receipts not located

(APPENDIX EIGHT) (73 093)
Error - overreceipt (Appemiix Seven) 3 042
ACTUAL FUNDS ON HAND 2813 136 329

The amounts of $475 633 and $3 042 do not form part of the local

caxrrency generated under the 606 CIP Program. These amounts should be
withdrawn from the 606 special account and deposited in the 605 special
accounts. The amount of $12 657 654 therefore represented the balance
held in the 606 special account fram the generations of local currency

under the 606 CIP Program.

The amount of 2$73 094 represents receipts listed in the USATD printout
which were not banked into any GOZ special account. We recammend that
theUSAIDdirectarmkeadecisiononthecansebobetakenwiﬂxregard

to this amount.

There is an amount of $263 222 which represents 606 local currency
generations deposited in the 605 special account. This amount shculd be
transferred from the 605 special account to the 606 special account.

The balance of funds fram local currency generated under the 606 CTIP
Program is therefore made up as follows:-

The 606 funds were then reconciled to include:-

Amounts in 605 cashbock 263 222
613-K-606 Furds 12 730 748
BATANCE WHICH SHOUID BE IN 606 ZS12 993 970
Uncammitted Balance USS306 096

This amount represents the cash balance which should still be in the
hands of ATD/Washington. It has been confirmed in writing by
USAID/Zimbabwe but no further audit work has been performed on the
amount.

Unexplaired Difference - underdeposit US$447 064

This amount represents the difference between the identified ccrponents
of the grant and the total grant amount of USS44 869 000. It has not
been possible to perform audit work on this figure and accordingly we
have classified it as unsupported.

USAID has been unable to explain this difference as the official
accounting records are maintained in Washington.

A summary of such differences for grants 613-X-603 to 613-K-606 is
detailed in Appendix nine.
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ADDIT REFORT ON (CMPLIANCE WITH LAKS, REGUIATIONS AND PROGRAMS
Independent Auditors Repart

We have audited the fund accountability statement for local curency
generations of Grant Agreement No. 613-K-606 as at and for the years

ended June 30, 1989 and have issued our repart thereon dated December 31,
1990.

We conducted our audit in accordance with generally accepted auditing
standards and Goverrment audjting standards, issued by the Camptroller
General of the United States. Those standards require that we plan and
perform the audit to obtain reascnable assurance that the fund
accountability statement is free of material mistatement.

Campliance with laws, regulations, contracts, and grants applicable to
Grant No. 613-K-606 is the responsibility of the Goverrment of Zimbabwe.
As part of the work conducted to abtain reasonable assurance that the
fund accountability statement is free of material mistatement we
perfarmed tests of Goverrment of Zimbabwe’s campliance with certain
provisions of laws, regulatians, contracts and grants. However, our
objective was not to provide an opinion on the overall campliance with
such provisions.

The results of our tests indicate that, with respect to the items tested,
Goverrment of Zimbabwe camplied, in all material respects, with the
provisions referred to in the preceding paragraph. With respect to items
not tested, nothing came to our attemtion that caused us to believe that
Govermment of Zimbabwe had not camplied in all material respects, with
those provisions.

Information contained in this report may be privileged. The restrictions
of 18 USC 1905 should be considered before any information is released to

the public. The report is intended solely for tha use of the Goverrment
of Zimbabwe and USAID and should not be used for any other purpose.

Joloeze £ Joweke

DELOITTE & TOUCHE

31 December 1990

Mumiymr
§ o ;

& s International



COMPLIANCE WITH LARS

1.

INTRODUCTTON
‘ [
_'Ihe’followirq terms and conditions were tested for campliance:-

Whether the report submitted to USAID was on an accrual or
cash basis.

Whether the actual amount was campared to the allocation.

The existence of a systematic method of ensuring timely and
appropriate resolution of audit findings and recammendations.

Whether the grantee made available all reccrds.

That no member of the U.S. Congress ar resident U.S.
Comiissicner shared in any part of the grant.

That no air travel ar transportation costs were funded by the
grant.

US$37 million was used to generate local currency
No letter of commitment had a date later than 3 November 1988.

The minimm size of fareign currency allocation should be ten
thousand US dollars.

ITEMS OGF NON (CMPLIANCE
The following items of non campliance were noted:-

Minimm Porei 1locats

In terms of the grant the minimm foreign currency allocation
was ten thousand US dollars.
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The following instances of non campliance were noted:-

Date L/CNo  Impoxrter oSS
~ 15.4.87 D196 Diesel + Pump 9 999,76’
- 21.8.85 D113 Helio Textiles 9 999,36
4.7.85 D126 Mobil 0il 9 993,89
13.8.87 D143 Bell Im P L 9 942,85
15.5.86 D122 Gec Zimbabwe 9 892,74
. 20.8.85 D084 Electronic 9 850,63
28.1.88 D216 Chinamora Trading 9 759,63
2.11.89 D207 Intech Solar 9 754,31
25.9.84 D047 Boart Zimbalwe 9 750,01
4.9.85 D087 ABM Bhuipment 9 738,03
24.7.84 D023 Datronics 9 659,12
15.5.85 D036 MH Goldscimidt 9 331,69
24.6.85 D0o8é Office Mech 8 927,50
29.11.84 D016 Rubert Davies 8 742,11
6.5.86 D079 Zemco 8 604,49
5.11.85 D105 Universal Furniture 8 270,40
6.12.85 D133 Refrigeration 8 114,02
12.10.84 D034 Johnston & Fletcher 7 948,47
9.7.85 D085 Datronics 7 905,52
13.1.86 D135 John Evans 7 877,20
17.10.85 D111 Mu Style Furniture 7 796,68
23.1.85 D057 Ames Engineering 7 726,27
17.6.86 D141 Turnpan 7 095,64
10.12.84 D024 Protea Medical 6 820,81
15.11.84 DO16 Hubert Davies 6 786,59
19.5.86 D185 Samual Osborn 6 642,00
9.5.86 D125 Mercantle Trading 6 544,19
26.9.84 DO19 Non Fercus 6 472,95
18.5.87 D171 United Air 6 274,90

Recamerndation

Govenm\entofzmmemstldentlfyallmportanttemsarﬂ
conditions of the grant agreement befare initiation of funding and
ensure all staff are aware of them.

Department Camnent

The allocations of fareign currency to the private sector is the
responsibility of the Ministry of Industry and Commerce and USAID.

The above amounts probably arcse through changing exchange rates
ard prices.
Accouncant Gereral’s Couxment

Agreed.
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Resolution of Audit Findi

The GOZ Auditor General noted on 30 June 1985 that project
cards were not being updated. These project cards have now
N been discontinued. ' ‘

- misismtasatisfactoryrsolutimofthisiteminthe
audit report as there is no evidence to suggest that the
Auditor General was approached to discuss whether the project

Recommendation

Recamnendations by the Camptroller amd Auditor General should be

implemented timeously.

Department Omment

The Camptroller and Auditor General is aware of the change in

system. The decision to drop the cards was made because of staff

shortages and the fact that the infarmation was available from

other saurces. The purpose of the cards was simply to consolidate
it.

Accountant General’s Commnent
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AIDIT REPORT ON INTERNAL CONTROL STUCTURE
Independent Auditor’s Report

We have audited the fund accountability statement for local acurrency
generations of Grant Agreement No. 613-K-606 as at and far the years
ended June 30, 1989 ard have issued our report thereon dated December 31,
1990.

We canducted our audit in accordance with generally accepted auditing
standards and Govermment auditing standards, issued by the Camptroller
General of the United States. Those standards require that we plan and
perform the audit to cbtain reascnable assurance that the fund
accountability statement is free of material mistatement.

In planning and performing our audit of the fund accountability statement
for Grant No. 613-K-606 of Goverrment of Zimbalbwe for the year ended June
30, 1989, we considered the GOZ intermal control structure in order to
determine our auditing procedures for the purpose of expressing our
opinion an the fund accountability statement but not to provide assurance
on the internal control structure.

Goverrment of Zimbabwe is responsible for establishing and maintaining an
internal comtrol structxre. The cobjectives of an internal control
structure are to provide management with reascnable but not absolute
assurance that assets are safeguarded against loss fram unauthorised use
or disposition, and that transactions are executed in accordance with
management authorisation and recorded properly to permit the preparation
* of financial statements in accordance with generally accepted accounting
principles. Because of inherent limitations in any internal control
structure, errors or irreqularities may nevertheless occur and not be
detected. Also, projection of any evaluation of the stxructure to future
pericds is subject to the risk that procedures may became inadequate
because of changes in conditions or that the effectiveness of the design
and operation of policies and procedures may deteriorate.

For the purpose of this report, we have classified the significant
internal control structure policies and procedures in the following
categories: -~

o Invoicing and receipting

o Grant Debtors

o Cash Bouok

o Project Cards

o Payments to the Exchequer
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o Investment Account
o VOC Transfers

‘ []
For all internal control structure categories listed above, we cbtained
anmﬂetstamingofmedesignofrelevantpouciesardpmcedxxaam}
whether they are in operation and we have assessed intermal control risk.

We noted certain matters involving the internal contxol structure amd its
operation that we consider to be reportable conditions under standards
established by the American Institute of Certified Public Accountants.
Reportable conditions involve matters caming to our attention relating to
significant deficiencies in the design ar operation of the internal
control structure that in our judgment, could adversely affect the
entity’s ability to record, process, summarise and report financial data
consistent with the assertions of management in the financial statements.

The reportable conditions noted were:-

o Reconciliations of Goverrment of Zimbabwe and United States Agency
for International Development records were not performed.

o Reconciliations of money received by Goverrment of Zimbabwe to that
d!.leintermofthegrantagreanentweremtperformed.

A material weakness is a repartable condition in which the design ar
operation of the specific internal control structure elements does not
reduce to a relatively low level the risk that errors ar irregularities
in amounts that would be material in relation to the fund accounttability
statement being audited may occcur and not be detected within a timely
period by employees in the normal course of performing their assigned
functions.

Our consideration of the internal control structure would not necessarily
disclose all matters in the internal control structure that might be
-reportable conditions and accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material weaknesses
as defined above. We believe the above reportable conditions canstitute

material weaknesses.
Information contained in this report may be privileged. The restrictions
in 18 USC 1905 should be considered before any information is released to

the public. The report is intended solely for the use of the Goverrment
of ZjanabweandUSAIDarﬁshmldnotbeusedforanyothergzrpose.

W!M

DELOITTE & TOUCHE

31 December 1990
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INTERNAL COONTROL
1. INTROOUCTTION

IleBBDeloitbe&Mdmwasrequstedtoimatigateanfldoqment
the-accounting and control systems used by GOZ to monitor' and
<control the use of counterpart funds for public sector projects.
Campliance testing was performed and campliance deviations, and

"+  system recammendations identified. Auditor General reparts on the
various systems were also obtained and reviewed.

2. USAID COMMODITY IMPORT PROGRAMME ACCOUNTING AND CONTROL, SYSTEMS 1988

The relevant section fram the above repart is attached as an
apperdix (See APPENDIX TWO).

3. FOLION UP OF ACCOUNTING AND CONTROL, SYSTEMS REPORT
The following system changes were noted:-

Debtars System
The preparation of invoices, invoice register and importers
debtors system has been discontinued. We do not believe that
this represents a system weakness because recording is dane on
a cash receipts basis. The receipt and the invoice are
prepared at the same time. There is therefare no reasan to
maintain a debtors ledger.

The following system weaknesses were noted:-
Project Cards
The project cards system was discontinued in the 85/86

financial year. This system provided management information
on a project basis for the following:-

o VOC transfers

o Expenditure

0  Allocations

o Payments to the Exchequer
o Project name and number

It also forms the basis for the preparation of the USAID
reports.

The reason given by MFEPD staff for discontinuing the project
ledgers is that the expenditure ledger provides the same
function. The experditure ledger only provides expenditure
information and is used to sumarise implementing ministry
returns and ensure that returns for all projects have been
submitted.



-].8-

The purpose of the project cards is to provide management with
all the information for each project on a monthly basis. We
. - believe that it is impartant to maintain the project cards so
» that management may monitor project expenditure agaihst the
- amounts allocated for each project.

Recomsendation

We recammend the project cards be recammenced.

Department Coment '

The Camptroller and Auditor General is aware of the change in
system. The decision to drop the cards was made because of staff
shartages and the fact that the information was available from
other sources. The purpose of the cards was simply to consolidate
it.

Accounitant General’s Commnent

Agreed.



4. CURRENT EVALIATION
The current audit revealed the following system weaknesses.

.m" ion of money received to money due !
No attempt had been made to reconcile the money converted to
local caxrrency with the money due in terms of the grant
- agreement.

Recommendation

Allnnneyrece;vedmtemsofgnxtagmeenentsslmldhavebeen
recanciled on a regular basis to the money due. AID Washingtan

shmldhavebeenrequastedtoconﬂrmanymexpexﬁedbalame
remaining in the USA.

For future projects the farm of the reconciliation should be as
follows: -

Funds converted to Z Dollars X XX
Funds in hands of AID Washington X 30K
Allocated to:-
- ABC Ltd

- Unallocated furds

FUNDS AVAITABLE UNDER GRANT

This could initially be prepared fram the Allocation list and
updated quarterly according to cash book receipts.

Responsibility for its preparation should be assigned to the Chief
Accountant of GOZ. It should be reviewed by the Assistant
Accountant General and USAID.

Department’s Camment

A list of local arrency generations had not been received fram
USAID. In future projects this recammendation will be implemented.

Account General’s Conment
Agreed.
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R {liation of GOZ to OSAID ;

A reconciliation of the records maintained at GOZ and those
maintained at USAID was not prepared. As a result large

", adjustments were required for USAID and GOZ records. This
indicated a lack of control and could have resulted in
material financial loss.

lhcmnnhtim

FcrfumrepmjectsUSAIDslmldsumlyacopyofmelrprmtart
llsmngallloaalwrracygeneratmmtoallcweozmreconcue
this to the cashbock. This reconciliation should be prepared

monthlybymeduefaccctmtantforcoz ard reviewed by the
Assistant Accountant General and USAID.

Department’s Compent

A list of local arrrency generations had not been received from
USAID. In future projects this recammendation will be implemented.

Accounttant General’s Comnenit
Agreed.
Anditor Respanse

For all axrent projects this recammendation has been implemented.
Reoomlllat.lons are carried aut accurately and timecusly.
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Investment of Surplus Punds

. An inadequate investment policy for swrplus funds resulted in
> an average balance of 2$18 000 000 remaining in the 'special
- account from January 1985 to June 1987.

If the following investments had been maue during that period
the additional interest income would have amounted to
‘ Z2$2 600 000:-

10ST

o Jamuary 1985 10 000 000 @ 9% 365 days 940 000
o July 1985 8 000 000 @ 9% 180 days 360 000
O January 1986 10 000 000 @ 9% 365 days 940 000
o July 1986 4 000 000 @ 9% 180 days 180 @00
o September 1986 4 000 000 @ 9% 180 days 180 000
252 600 000

US$1 568 000

This has resulted in a material financial loss.

.
'misshmldbepreformedbythedliefmcamtantarﬂareporton
fund movements submitted to the Assistant Accountant General and
USAID on a quarterly basis.

Department’s Campent:
An agreement is now in place whereby current account balances are

offset against the Goverrment of Zimbabwe’s overdraft. GOZ pay the
special accounts 8% interest for use of their funds.

Accaount General’s Compent
Agreed.
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Payments to the Bxcheguer

In terms of the goverrment procedures payments to the

. exchequer are meant to be made on a quarterly basis. During
) -~ the period March 1984 to June 1989 only 11 out of a possible
- 21 such payments were made. This delay in the transfer of

funds from the special acoount to refund expenditure incurred
by GOZ will have cost GOZ in terms of additional overdraft
interest or lost investment income. The reason being GOZ
would have had to use their own resources to fund USAID

projects.
Recamerndation
Payments to the Exchequer should be calculated and processed on a
quarterly basis. Responsibility for this function should be
assigned to a single persan who should be supervised by a seniar

official to ensure the process is performed. A quarterly report
shouldbesmnittedtothekssistantAocamtantGenemllisdngall

important functions and date of performance.

Department’s Comment

The method of payment allows payment in advance based on yearly VOC
transfer certificates. GOZ is therefore satisfied with the above

payments.
Accountant General’s Comnent:

Agreed.



Invoice Approval
During our audit we noted the following instances where MFEPD

- Invoice Nuaber Supplier oSS
F0300 Hemisphere 10 075,70
6475 Harbon Ltd 17 443,00
wtias

All invoices must be signed to'indiate approval by the Senior
Accountant.

Departments Comment
Accepted.
Accountant: General’s Comment
Accepted.
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Remitt Reqgist

We noted the following cases where the receipt and cheque
numbers were inaccurately recorded in the remittance register.
. ]

Receipt No. Name of Importer z3

408496 Harrison and Hughson 15 834,69

592466 Stakold Refrigeration 103 591,16
Recommendation

Allreceiptardd:equemmbers’mstbeacmratelyrecorﬂedinﬂue

Department’s Comment
Accepted.

Account General’s Comment
Accepted.



L/C DATE
BCCZ007/84 20/5/85
85211 - 26/8/85
86/3142 23/2/87
87132 2/9/87
DX932283 " 9/9/87
87/4382 1/10/87
D524 13/10/87
G4011/6219 2/11/87
DX932697 2/11/87
2190/6/87 9/11/87
84/7704 9/11/87
DX932771 24/11/87
5173/337/85  6/1/88
2190/18/86 18/1/88
86/2944 26/1/88
SMBZ 258/87  28/1/88
BOCZ 11/87 9/6/87
87057 17/6/87
04017/7067 17/10/88
641/88/2/29/88 4/5/89
D7341 13/3/88
DX929954 10/1/88

ALLOCATION NAME OF IMPORTER

e
NUPEIER

Dooé
D131
D177
D213
D167
D211
D208
D163
D207
D204
D033
D212
D083
D143
D159
D215
D154
D157
D214
D193

Dee Bee Trust & P.L

H.R. Kuttner P.L
Mercantile Trade Finance
Alunimm Industries
Footwear & Rubber Ind.
Field Aircraft Services
Sylvester’s Kitchen
Prof. Engineering P.L
Hotel Sales

Stakold Refrigeration

J. Mann & Co

Macol Agencies P.L
Beverley Building Society
Bell Inn P.L

James North Zimbabwe
Chimamora Trade Suppliers
R.K. Footwear Man.

G & D Shoes

Hamish Cameron

Goda Zimbabwe

Steward & Lloyds

Protea Medical

RECETPT
NOMEBER

408435
408485
590838
592455
592459
592462
592463
592464
592465
592466
592467
592468
592469
592470
592471
592473
592432
592435
592479
592482

At oss$
's9 530,42 37 908,97
30 382,10 18 754,87
79 610,05 48 180,0C
64 647,55 38 316,6C
29 594,50 17 443,0C
24 009,16 14 151,0C
51 108,46 29 970,00
103 860,14 60 000,00
16 549,56 9 754,31
103 591,16 60 000,00
30 249,34 17 520,42
28 931,63 17 214,32
60 269,52 35 854,34

7 761,47 4 636,70
49 722,30 28 679,82
16 763,45 9 759,68
29 228,73 17 885,06
28 652,65 17 142,38
57 118,64 29 993,00
36 326,62 17 919,92
24 051,81 24 051,81

49 042,06

49 042,0€
981 001,32 604 178,76




DX930268 3/12/85 D024 Protea Medical 83 924,98 55 499,57



- 6/2/85
22/2/85
2/5/85

. 20/6/85

85030 6/2/85 F015

4011/84/140 2/5/85 B230

85/9519 13/12/85 B263

84308 & 85030 6/2/85 FO15

Protea Medical 407275
Protea Medical 407289
Modus Publications 408430

Cellophane Packaging P.L 408448
National Tyre Services 402277
Prof. Engineering P.L 408428
ZEMO0 410937

K. Nording & Co P.L

49 042,06
24 561,52
179 966,35
65 881,76
43 259,95
34 949,75
61 265,66
16 705,21

475 632,26

27 716,65
22 147,64
36 428,56
10 350,55



/c DATE

£y

4001/84/4.8 31/5/85
G4001/5056 11/6/85
2112/8/85 2/7/85

-

NOMEER

D053 Plessey Zimbabwe
D089 Schweppes C.A. Ltd
D085 Datatronics

134 318,85 84 352,24
100 286,55 63 000,00

—28 616,82 18 103,00
263 222,22 165 455,24



L/C DATE AUOCATION NAME OF IMPORTFR RECEIPT 29 Uss

-

DX929287 . 18/5/84 Zimbank 761032 3 042,14 2 661,26



L/C  DATE NAME OF IMEORTER z$ oSS

bl

D7341" 13/3/85 Steward & Lloyds 24 051,81 31 421,25
DX929984 10/1/85 Protea Medical 15 387,79

49 042,06
- 73 093,87 46 809,04




613-K-603 50 000 000 27 284

613-K-604 45 000 000 340 215
613-K-505 47 000 000 126 030
613-K-606 44 869 000 306 096

NET UNDERDEPOSIT

49 972 716
44 659 785
46 873 970

44 562 904

50 246 087
44 456 054*
47 038 625

44 115 840*

* misanamtisthemtalofammtsobligateddirectlyarﬂ

local aurrency generations

273 371
(203 731)
164 655
(447 064)

(212 769)



AUDIT OF
LOCAL CURRENCY GENERATIONS
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Appendix T
Page 1 of 3
UNITED STAT

Imemnora

gare:  March 28,

APLY TO

ATTNOF:  Stephen A Spielman, Acting Director

SUREET:  Audit Report No. 3-613-XX-N, Audit of Local Currency
Generations Under USAID/Zimbabwe Grant No. 613-K-606

T Toby L. Jarman, RIG/A/N

USAID has reviewed the transmittal memorandum for the subject
audit. Pollowing are our comments:

Page 1: We suggest the last sentence in paragraph 2 be
re-written to reflect:

"The total amount obligated under the BEST
project was $44,869,000. The funds granted were
earmarked for technical assistance, training, and
commodities ($15,869,000) and a private/public
sector commodity import program ($29,000,000)".

Page 2: The audit report implies that funds were never
invested. This is not correct. In fack, the
auditors reported that the Government of Zimbabwe
had followed an inadequate investment policy
which resulted in lost earnings of Zimbabwe
Dollars 2$2,520,000,000 ($943,820).%Since March,
1990 all funds on deposit have sarned interest."®

¥ Auditor's Note: 2$2,520,000 (misquoted
above as 2$2,520,000,000) was later [en-
revised to 2$2,600,000 in final report.
U.S. dollar equivalent increased from
$943,320 to $1,568,000 due to a different
exchange rate used bv the CPA firm.

—— — — ‘.. h OFTIONAL FORM NO. 10
(REV. 1-80)

GSA FPFMm (4 CFR) tot-i11.8 )
3010-114

*USGPO 1908 -491-248/2066l 7.
ﬁb/
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Recommendation No. 1

-

Page 3: - We suggest that the recommendation be re-worded
and to be directed to AID/Washington. BEST is a
sector assistance program. As such, the official

o accounting records are maintained by :

AID/Washington. 1In order for a complete

reconciliation to be effected, USAID would

require: :

1) Detailed listing of all payments effected by
the U.S. bank which managed the
AID/Washington issued Letter of Credit.

2) Detailed listing of expenditures as
recorded by AID/Washington.

AID/Washington does not generate and send any report to the -
Mission which would allow for a reconcilation to be performed

without significant input from them.

In fact, the Mission tried to effect a reconciliaton of the
AID/Washington reported disbursements, U0.S. bank disbursements,
and corresponding deposits without success in 1988-89.
According to AID/Washington at that time, the records were not
available and the bank no longer had the detailed records
available. sSee 89 Harare 06116; 89 Harare (01282; and Telex

dated May 18, 1988.

USAID/Zimbabwe suggests that recommendation be re-written ta
require AID/Washington to provide Mission with an itemized list
of disbursements by date and by supplier which can be used to
reconcile AID/Washington recorded disbursements with local

currency deposits.

It should be noted that if the recommendation does not include
a requirement for AID/Washington to provide the necessary
information to effect a reconciliation, the Mission will be
unable to take any action to close the recommendation and it
will remain open indefinitely.

/...
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Recommendation No., 2

We suggest that Recommendation No.2 be deleted or stated as
closed. The Government of Zimbabwe and USAID/Zimbabwe have
instituted procedures to reconcile financial records no less
than quarterly. As noted above, it was impossible to reconcile

the Government of zZimbabwe and AID records previously as all -

payments were effected through a letter of credit and detailed
disbursement records were not provided to the Mission or
Government of Zimbabwe by AID/Washington. As such, in the
past, no reconciliation could be performed.

Effective in 1989, the Mission assumed responsibility for
making payments under a direct L/Comm for all new CIPs. This
affords the Mission first-hand information on payments effected
from the CIP and minimizes reconciliation problems. U©SAID also
lnstalled a tracking system to record local currency deposits
due and/or outstanding based upon foreign exchange payments
made. In addition, the Government of Zimbabwe now provides a
monthly listing of deposits by importer. The Government of
Zimbabwe listing is reconciled by USAID to the USAID tracking
system to ensure all deposits are made promptly and in the

proper amount.

Copies of this reconciliation are forwarded to the Government
for their use.

.oNe



AA/AFR
AFR/SA/ZZMS
AFR/CONT
XA/0D
XA/PR
AA/LEG

GC

AA/FA
FM/FPS
AA/SET
PPC/CDIE
MS/AS
REDSO/ESA
REDSO/RFMC
REDSO/Library
IG

AIG/A
D/AIG/A
IG/A/PPO
IG/LC
IG/RM

IG/I
RIG/I/N
IG/A/PSA
IG/A/FA
RIG/A/C
RIG/A/D
RIG/A/M
RIG/A/S
RIG/A/T

REPORT DISTRIBUTION

American .Ambassador to Zimbabwe
Mission Director, USAID/Zimbabwe

Appendix II
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