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The auditors reported that Sarvodaya's Fund Accountability Statement did 
not present fairly the receipts and payments under its g:rants with USAID/Sri 
Lanka. There were questioned costs amounting to $131,100 and material 
omissiom of Sarvodaya's contributiom of approximately $69,000. There 
were also material internal control weaknesses and material instances of 
noncompliance with grant agreement terms, including tbe fact that Sarvodaya 
did not adequately retain and maintain supporting documentation on most of 
its expenditures. We are recommending that prior to disbursing additional 
A.I.D. funds to Sarvodaya, USAID/SriLanka verify that adequate corrective 
measures are in proc~ to correct the accounting defidencies found. 

FINANCIAL INFORMATION CONTAINED IN 11DS 
REPORT MAY BE PRIVILEGED. THE 
RFSl1UC'l10NS OF II USC 1905 SHOULD BE 
CONSIDERED BEFORE ANY INFORMATION IS 
REIEASJoD TO 11IE PUBUC. 
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March 13, 1992 

Audit of Lanka Jathika Sarvodaya Shramadana Sangamaya, Inc. 
(Sarvodaya) - Sri Lanka 
Audit Report No. !i-383-92-14-N 

The accounting firm of Coopers and Lybrand, Singapore, performed a financial audit of 
USAID/Sri Lanka's four grants with Lanka Jathika Sarvoda7a Shramadana Sangamaya, Inc. 
(Sarvodaya) in Sri Lanka. Five c6pieS of the audit report are enclosed for your action. 

USAID/Sri Lanka has been providing assistance! to boost agricultural production and enhance 
the income of those living in rural areas. In line with this effort, USAID/Sri Lanka provided 

, fo1,1r grants under its Private Voluntary Organi1.ation co-financing I and II Project for work on 
socio-economic based initiatives. Sarvodaya, the! recipient of these~ four grants, was established 
in 1962 and is currently involved in promoting and establishing 4:>rganizations for community 
development. The periods covered by the audi~: for each of the four grants are noted on page 
2 of the audit report. During these periods, Sarvodaya reported that it expended $359, 767 under 
the four grants. 

The audit objectives were to: (1) determine whether the Fund Accountability Statement of 
Sarvodaya presents fairly the receipts and expenditures under the four grants with USAID/Sri 
Lanka and whether the expenditures were allocable, allowable, and reasonable; (2) report on 
Sarvodaya's system of internal controls; and (3) report on Sarvodaya's compliance with 
applicable laws, regulations, and agreement terms. 

The auditors found that·Sarvodaya's Fund Accountability Statement did not present fairly the 
receipts and payments under its grants with USAID/Sri Lanka. There were questioned costs 
amounting to $131,100 and material omissions of funds contributed to the project_ and related 
expenditures by Sarvodaya amounting to approximately $69,000. There were also material 
internal control weaknesses and material instances of noncomplian~~ with grant agreement terms, 
including the fact that Sarvodaya did not adequately retain and maintain supporting 
documentation on most of its expenditures; did not maintain separ:ate bank accounts for A.l.D. 
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funds; and did not monitor the grant budget against actual expenditures. 

The management of Sarvodaya agreed with the 1three of the audit(]lrs' findings (findings 2, S, and 
8), did not fully address eight of the findingsi (findings 3, 4, ,6, 7, and 9 through 12), and 
disagreed on one finding (finding 1). Sarv<Jdaya's response is included in its entirety as 
Appendix C to the report. We are making the following recommendations to be included in the 
Inspector General's recommendation follow-up system. 

Recommendation No. 1: We recommend that USAID/Srl Lanka resolve the 
$131,100 in questioned costs ($109,220 unsupported and $21,880 unallowable) 
identified in the audit report (Appendix A.I), and rec:over from Sarvodaya 
any costs not allowable under the grants. 

Recommendation No. 2: We recomllllend that USAID1/Sri Lanka determine 
Sarvodaya's actual co-rmancing contrlibution and verify that the organization 
has met its required contributions, including app~oximately $69,000 or 
contributions under Grant 30 as identified in the report (see pages 28 and 
29), after considering the resolution or all questioned costs identified in the 
audit report (Appendix A.I and App«mdix B.1) and fbe related adjustments 
made to the overheads. 

Recommendation No. 3: We recommend that US.AID/Sri Lanka verify 
Sarvodaya bas established and implemented adequate accounting procedures 
that include (I) the retention and maintenance of adequate supporting 
documentation; (2) the maintenance of separate bank accounts for A.I.D. 
funds; (3) the monitoring of budgeted and actual expenditures; (4) the 
adherence to A.I.D. property management standards; 1(5) the performance of 
pricing analysis on procurement where required; altld (6) the seeking of 
approval from USAID/Sri Lanka on issues which deviate from specific grant 
requirements. 

Recommendation No. 4: We recommend that USAID/Srl Lanka verify that 
Sarvodaya bas met reporting and monitoring provisions as identified in the 
report (see pages 37 to 41) relating to rmancing, prc~ect information, and 
annual audits. 

Recommendation No. 5: We recommend that prior to disbursing A.I.D. 
funds to cover future months' expe~, USAID/Sri Lanka obtain reasonable 
assurances that Sarvodaya has initiatE!d a formal plan of action to correct the 
serious accouratmg deficiencies identified in this audit report. 

We appreciate the courtesies and cooperation the Mission and Sarvodaya extended to the auditors 
and our staff during the course of this audit. Please advise me within 30 days of any actions 
planned or taken to close the above recommendations. 
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Mr James B Durnil 
Regional Inspector General 

for Audit, Singapore 
US Agency for International Developmer1t 
#17-03 Peninsula Plaza 
111 North Bridge Road 

telephone 3362344 & 3360877 
telegrams Colybrand Singapore 
telex RS 22137 & AS 28121 
telefax 3362539 & 3390048 

Orchard P 0 Box 285 
Singapore 9123 
9 Penang Road # 12-00 
Park Mall Singapore 0923 

a member firm of 
Coopers & Lybrand (lnlernational) 

Singapore 0617 February 24, 1992 

Dear Mr Durnil 

This report presents the results of our audit of Lanka Jathika Sarvodaya 
Shramadana Sangamaya, Inc. ( "Sa1rvodaya") pe1:-taining to its PVO 
Cu -Financing Grants with the United States Agency for International 
Development, Sri Lanka ("USAID"), and in respect of the following periods 
for each grant: 

PVO Co-Financing I Project 
Grant No. 30 October l, 1988 to August 31, 1989 

PVO Co-Financing 11 
Grant No. 1 
Grant No. 16 
Grant No. 26 

Project 
December l, 1987 to Decembe1r 31, 1990 
June l, 1989· to March 31, 1991 
February 1, 1990 to March ~11, 1991 

The funding of projects under Grant Nos. 16 and 26 continued beyond our 
review period. 

Background - Sri Lank• 

At present, the World Bank lists Sri Lanka as one of the poorest countries 
in the world with an average per capita income of only US$430 per annum. 

Despite tho fact that agriculture is by far the major component of the 
country's Gross National Product, the country is still not self-sufficient 
in basic foodstuffs. In an attempt to boost local agricultural production 
and enhance the income of those living in rural areas, both Private 
Voluntary Organizations ("PVOs") ancft government institutions have been 
working together on a variety of socio-economic based initiatives and 
projects. One such PVO involved in these projects is Sarvodaya. 

1 
resident partners directors 
lan Swan Jeng NO!is CG Ong Ernest T P Seow Betty Khoo D Michael Fleming 
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Mr Ja1nes B Durnil 
Regional Inspector General 

for Audit, Singapore 
US Agency for International Development 
Singapore 

Saryodaya • The Organization and its1 Programs 

Sarvodaya began as a movement under the auspice of the Nalanda Vidyalaya 
Social Service League in 1955, andl in 1962 the founder of this movement 
created an independent national organization under the name of Lanka 
Jathika Sarvodaya Shramadana Sangams1ya. 

Subsequently declared an approved <~harity in 196f), in 1972 Sarvodaya was 
incorporated by parliamentary act wi.tl: its princip111.l purposes of: 

Promoting the establishment of legally recognized community 
organizations to undertake spiritual, mo1~al, social, educational, 
economic and financial activities for the development of 
communities in accordance with the Sarvodaya philosophy and to 
assist such organizations in carrying out their development work 
by providing them with training, mamagement services and 
financial assistance; and 

.Establishing legal entities as might be necessary to manage the 
· various programs and projects of the Association, to frame rules 

governing the conduct of !Juch entities, and to delegate to such 
entities such administrat:f.ve powers and financial authority as 
might be necessary. 

Receiving funds from USAID as well as a variety of other sources, 
Sarvodaya' s operations are based in Colombo with a number of smaller 
offices at the district level. 

Audit Objectives and Scope gf Work 

We have conducted a financial audlit of Sarvodaya' s Fund Accountability 
Statements as they relate to the three grants received under the PVO 
Co-Financing II Project, and the one grant received under the PVO 
Co-Financing I Project, for the foll.owing periods: 

PVO Co-Financing I Project 
Grant No. 30 October 1, 1988 to August 31, 19S9 

PVO Co-Financing II 
Grant No. 1 
Grant No. 16 
Grant No. 26 

Project 
December 1, 1987 to Dece111ber 31, 1990 
June 1, 1989 to March 31~ 1991 
February 1, 1990 to March 31, 1991 

The funding of projects under Grant Nos. 16 and 26 continued beyond our 
review period. 
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Mr James B Durnil 
Regional Inspector General 

for Audit, Singapore 
US Agency for International Development 
Singapore 

The Fund Accountability Statements comprise the REiceipts and Expenditure 
Statements for each grant for the periods outlined above, as well as a 
C1lnsolidated Statement and the notes thereon. The results of our work are 
reflected in the accompanying Independent Auditors' Reports on the: 

(a) Consolidated Fund Accountability Statement; 

(b) System of Internal Control; and 

(c) Compliance with Agreement Terms, Applicable Laws and 
Regulations. 

The objectives of our work have been to determine whether: 

(a) The Consolidated Fund Acc:ountability Statement for Sarvodaya 
presents fairly the receipts, expendi turc~s and closing balances 
of Sarvodaya as they pertain to gran:ts received under the 
Co-Financing Projects, as well as Sarvodaya's own costs claimed 
as contributions to these grants, for the audit periods noted 
above and in accordance with the terms of the Grant Agreements; 

(b) Sarvodaya' s internal accounting conti~ols were adequate to 
provide reasonable assurance that the assets of Sarvodaya are 
safeguarded against loss from unauthorized use or disposition 
and that transactions are properly recc•rded in its books and 
records in accordance with grant requirements; and 

(c) Sarvodaya has complied wi.th applicable laws, regulations and 
agreement terms. 

Our audit was conducted in accordance with generally accepted auditing 
standards and US Government Auditing Standards and, accordingly, included 
such tests as we considered appropriate in order to satisfy our 
objectives. 

The scope of our work included the following ge~eral procedures: 

(a) Holding meetings with USAID, Sarvodaya and USAID Regional 
Inspector General for Audit:/Singapore ("RIG/S") officials; 

(b) Reviewing the appropri~a.te grant ag1~eements and related 
amendments, OMB circulars, AID Handbo1ok regulations, prior 
period audit reports on Sarvodaya' s financial statements, 
correspondence and minutes of meetings between USAID and 
Sarvodaya, as well as project progress reports maintained by 
both Sarvodaya and USAID; 



Mr James B Durnil 
Regional Inspector General 

for Audit, Singapo~e 
US Agency for International Development 
Singapore 

(c) Obtaining an understanding of the accounting, administrative 
and internal control systems of Sarvodaya using questionnaires, 
interviews, flowcharts and. narrative desc:riptions; 

(d) Devising and performing appropriate tests on the transactions 
recorded in the Fund Accountability Statements; 

(e) Designing appropriate a'lciit steps and procedures to provide 
reasonable assurance of cietectirag erro1~s, irregularities, and 
illegal acts that could have had a dir•~ct and material effect 
on the results of our audit. We wiare also aware of the 
possibility of illegal acts that could have had an indirect and 
material effect on the results of our auclit; and 

(f) Testing the effectiveness of administrative controls applied by 
Sarvodaya's management t·o ensure compliance with applicable 
laws, regulations and agreement terms. 

Audit Results 

(a) Report on the Fund Accountability StntemE~ 

The Consolidated Fund Accountability Statement is m&terially 
incomplete as Grant 30's Fund Accountability Statement does not 
include any of Sarvodaya's own contributions under the project. 

Based on the Grant Agreement's budgeted expenditure and the 
level of actual funding provided by USAID, together with 
representations provided to us by Sarvodaya' s management, the 
omissions in respect of both funds cont:ributed to the project 
and expenditure actually incurred is estimated to be 
approximately US$69, 000 or 20' of total consolidated 
expenditure. 

Additionally, in respect of the Fund Accountability s~atements 
for Grants 1, 16 and 30, the non-avallability of sufficient 
records at the time of our audit resulted in our inability to 
determine the allocability, allowability and reasonableness of 
a number of costs, amounting to approximately US$115,000 and 
this matter has been discussed further in Finding 1 of our 
Schedule on Findings of Non-Compliance. 

As a result of the significant omission in respect of Grant 30 
as noted above, in our opinion, the Consolidated Fund 
Accountability Statement does not present fairly, in all 
material respects, the receipts and expenditure of Sarvodaya 
for the periods in questit)Il, and as they pertain to the grants 
received from USAID under the PVO Co-Financing I and II 
Projects. 

4 



Mr James B Durnil 
Regional Inspector General 

for Audit, Singapore 
US Agency for International Development 
Singapore 

(b) System of Internal Control~ 

In accordance with Paragraph 19 of Chapter 5 of Go'Jernment 
Auditing Standards, we limited our rc!liance on Sarvodaya's 
internal control struct:ure. Our preliminary review and 
documentation of the accounting ancl control systems in 
operation during the maj c>r period of •:>Ur review indicated a 
number of material weaknesses and it wa.s therefore considered 
that an adequate structure for the purp1oses of audit reliance 
was not in existence. As: a consequence1, in order to maintain 
the efficiency of our audit, we expanded our substantive 
testing. 

(c) Compliance with Agreement Terms. Applicable Laws and 
Regulations 

Our tests for compliance with laws, rei~ulations, contract and 
grant provisions, or binding polici.es and procedures of 
selected transactions and records of Sarvodaya indicated that, 
for items tested, Sarvoda.ya did not cc>mply, in all material 
respects, with those terms and regulations applicable for the 
period under our review. 

With respect to transacticins and records not tested by us, the 
extent of non-compliance noted in our testing indicated that 
there was more than a relatively low risk that Sarvodaya may 
have also not complied with other laws, regulations, contract 
and grant prov is ions, or binding policies and procedures. 
Total USAID reimbursed costs questioned amounted to US$131,100 
(US$109,220 unsupported). 

In the course of our review, no significant or material findings and 
recommendations from previous audits, that aff•~ct the current audit 
objectives, were noted as now remaining uncorrectE~d. We have, however, 
noted a number of general accounting and admin:lstrative matters that 
remain outstanding, and these have been reported to the management of 
Sarvodaya in a separate letter. 

It is also noted that a past employee of Sarvodaya, who handled project 
ac ti vi ties during certain stages of Grant 30, is at present under 
interdiction and legal proceedings have been initiated to recover sums due 
from him. However, this matter did not affect our audit approach nor our 
findings in respect of this Grant. 

I" 
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Regional Inspector General 

for Audit, Singapore 
US Agency for International Development 
Singapore 

~omments on Findinss and Recorrnnendati.2.wl 

Apart from the matters discussed in Finding 1 on pages 24 to 26 of our 
report, the management of Sarvodaya. generally agr·eed to our findings and 
recommendations on the non-compliance issues set out on pages 24 to 41, 
though they opted not to provide any formal response to a number of the 
matters raised. Their c~!!llllents can be found on the relevant pages of our 
findings and in full in Appendix C. 

Acknowledgements 
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staff of Sarvodaya during the course of our audit. 

Yours truly 
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Coopers 
&Lybrand 

certified public accour•ants telephone 336234<1 & 3360877 
telegrams Colybrand Singapore 
telel. RS 22137 & 113 28121 
telefax 3362539 & 3390048 

a mt>mbet r.rm of 
C .opcrs & Lyb111nd (lrnemat:or..ai) 

your relere1 iee 

our reference 
A6/WR/'J218 

Mr James B Durnil 
Regional Inspector l;eneral 

for Audit, Singapore 
US Agency for International Developm1ent 
#17-03 Peninsula Plaza 
111 North Bridge Road 
Singapore 0617 

Dear Mr Durnil 

Orchard P 0 Box 285 
Singapore 9123 
9 Penar>g Road # 12-0C 
Park Mall S1ngapo1re 0923 

LANKA JATHIKA SARVODAYA SHRAMADANA SANGI.MAYA, INC. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SR.I LANKA 

INDEPENDENT ON THE CONSOLIDATED 
T 

We have audited the Fund Account:abUity StateE~ents of Lan' t Jathika 
Sarvodaya Shramadana Sangamaya, Inc. ("Sarvodaya") pertaining to its PVO 
Co - Financing Grants with the Unlted States Ag;ency for International 
Development, Sri Lanka ("USAID") and in respect of the following periods: 

PVO Co-Financing I Project 
Grant No. 30 October 1, 1988 to August 31, 1989 

PVO Co-Financing II 
Grant No. 1 
Grant No. 16 
Grant No. 26 

Project 
December 1. 1987 to December 31, 1990 
June 1, 19a9 to March 31, 1991 
February 1. 1990 to March 31, 1991 

The funding of projects under Grart Nos. 16 and 26 continued beyond our 
review period. 

These Statements, comprising the Receipts and Expenditure Statements for 
each grant for the periods outlined above, as well as a Consolidated 
Statem~nt and the notes thereon, and as set out on pages 10 to 15, are the 
responsibility of Sarvodaya's management. Ou1~ responsibility is to 
express an opinion on the Cons.:>lidatEld Statement: ba1sed on our audit. 
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LANKA JATHll<A SARVODAYJ\ SHRAMADANA SANGAMAYA, INC. 
PERTAINING 10 ITS J?VO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI l.J\Nl<A 

INDEPENDENT AUDITORS' REPORT ON THE CONSOLIDATED 
FUND ACCOUNTABILITY STATEME!tf[ 

We conducted our audit in accordance with genc!rally accepted auditing 
standards and US Government Auditing Standards. Those standards require 
that we plan and perform the audit to obtain reasonable assurance abo11t 
whether the Statements are free of material Diisstatement. An auda 
includes examining, on a test basis, evidence supporting the amounts and 
d~sclosures in the fina:icial statements. An audit: also includes ass(;.ssing 
the accounting principles used and signifi<:ant estimates made by 
management, as well as evaluat:ing the overall financial statement 
presentation. We believe our audllt provides a reasonable basis for our 
opinion. 

As stated in Note 2 on Page 15, thEt Fund Accountability Statements present 
only the transactions of Sarvodaya as they pert:ain to its Co-Financing 
Grants for the periods detailed above, and are not intended to present 
fairly t't1e receipts and expenditure of Sarvodaya a.s a whole. 

The Consolidated Fund Accountability Statement is materially incom,lete as 
Grant 30' s Fund Accountability Statement does not include any of 
Sarvodaya' s own contributions undiar the project:. Based on the Grant 
Agreement's budgeted expenJiture and the level of actual funding provided 
by USAID, together with representations provide1d to us by Sarvodaya' s 
management, the omission in respEtct of both f1Jnds contributed to the 
project and expenditure actually incurred is estiEmated to be approximately 
Rs 2.Sm (US$69,000). 

Additionally, in respect of the Fund Accountability Statements for Grants 
l, 16 and 30, the non-availability of sufficient: records at the time of 
our audit resulted in our inability to deteirmine the allocability, 
allowability and reasonableness of a number of costs, amounting to 
approximately Rs 4. 2m (US$115, 000) , and this msLtter has been discussed 
further in Finding 1 of our Schedul4! on Findings of Non-Compliance. 

As a result of the significant omission noted above, and our estimation of 
the possible error that exists in the Consolidated Statement, in our 
opinion, the Consolidated Fund Accou.,tability Statement referred to above 
does not present fairly, in all material respt\cts, the Receipts and 
Expenditure of Sarvodaya as they pertain to its Co-Financing Grants with 
USAID and in conformity with generally accepted accounting principles. 

8 



UNKA JATHIKA SARVODAYA SHRAi.'iADANA SANGAMAYA, r~c. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI LANl<A 

INDEPENDENT AUDITORS' REPORT ON THE CONSOLIDATEC 
FUND ACCOUNIABILITY STAIEMt;NT 

This report is intended solely for the use of USAID and should not be used 
for any other purpose. This restriction is not intended to limit the 
distribution of this report which, upon acceptance by the USAID Regional 
Inspector General for Audit, Singapore, is a matter of public record. 

&a~~tP,J~ 
Certified Publid~~ntants 

February 24, 1992 
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Lanka Jathika Saroodc.rya Sangamaya <Inc.) 

President: Or A T Aroyaratrie Gen. Secy: DA Perera Treasurer: El A O Gurias1:iqrie 

SARVODAYA CENTRAL OFFICE: 98. Rawa:awatte ::ioad Mor3bwa. Sri Larl(a Te1e·p:-ore 507159 ,05255 5C7' 3~ 

= J '< ;J.' ·'50;'084 TELEX 2=837 SARVA CE CABLES SAR'IODAYA. \.IO~?ATUWA. SRI ;_ANKA 

CONSOLIDATED RECEIPTS AND EXPENDITURE ST".TEMENT 

FOR THE PERIOD FROM DECEMBER 1 , 198 7 TO MARC.at 31 , 1991 

PERTAINING TO ITS PVO CO-FINANC:ING GRANTS WITH USAID/SL 

USA ID Sarvod1aya Total 

Contributions Contributions Contributions US$ 

RECEIPTS 

Net Funds Contributed 

EXPENDITURE 

Salaries and Wages 

Administration expenses 

Capital expenditure 

Transport 

Training 

Revolving Loan Fund 

Co11&unity Development 

Monitoring, Evaluation and Audit 

Over Head Allowances (Note 3) 

Funds deficit for the period 

RS 

6,815,693 

1,070,633 

231,396 

193,466 

298,091 

99,516 

3,896,584 

944,809 

2,561 

673,965 

7,411,021 

595,328 

·--······ 

RS 

5, 985,2:32 

320,6:53 

240,2:L8 

95,51r.o 

126,o:zo 

21,8a4 

4,531,1a5 

640,Jl.O 

2,792 

5,985,2:s2 

=-·=·==·· 

RS 

12,800,925 

1,391,286 

471,614 

289,006 

424, 111 

127,400 

8,428,369 

1,585,149 

5,353 

673,965 

13,396,253 

595,328 
=•n===•==•• 

Eguiva lent 

344,945 

37,719 

12,618 

7,600 

11,514 

3,398 

229,190 

39,639 

148 

17,941 

359,767 

14,822 
===·====== 

~ i.P .... " .... ~~ .............. . 
~ Sarvc>daya Executive Director. 

The notes on page 15 form: part of these statements. 
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Lanka Jathika Sarvodaya Sangamaya <Inc.) 

President: Or ~ T Ar•yaratl"e Gen. Secy: 0 A Per~•a. Treasurer: B A 0 Gunas1nghe 

SARVOOAYA CENTRAL OFFICE: 98. qawaiawaue qoaa ~vh;rai·;wa Sr• Larka ,..e•eo"c"e 507'59 305255 50'."'3J 
=:.x ;,J.' .;()7084 .ELEX 2::33; SARV.ol CE CABLES .5~rl'l00AYA. •,tCRA ·uwA 5RI ~ .l,,,i(.ol 

PVO CO-FINANCING 11 l?ROJECT, GRANT tilO 1 

RECEIPTS AND EXPEN'.DITURE STATEMEN'T 
FOR THE PERIOD FROM DECEMBER 1 1987 TO DECEMBER 31 1990 

USAID TOTAL 

Contribution Contribution Contribution US$ 

RECEIPTS 

Net Funds contributed 

EXPENDITURE 

Salaries and Wages 

Administration Expenses 

Capital Expenditure 

Transport 

Training 

Revolving loan fund 

Monitoring, Evaluation and Audit 

Over Head Allowances(Note 3) 

RS RS RS. Equivalent 

2 ,80J· ,674 

302:, 703 

102,320 

40,084 

8Sl,95 8 

491,695 

1,962,474 

2:,561 

254,879 

5,038,121 

308,753 

232,004 

82,577 

124,816 

18,394 

4,268,785 

2,792 

2,8031,674 5,038,121 

7,841,795 

611,456 

334,324 

122,661 

213 t 77'• 

68,089 

6,231,259 

5,353 

254,879 

7,841,795 

=-···-··· 

216,149 

16,854 

9,215 

3,381 

5,892 

1,877 

171,757 

148 

7 ,025 

216,149 
===·===== 

.••.•.•• ~~I}:';~ .......... . 

f Sarvoda.ya Exe~utive Director. 

The notes on page 15 form part ofthese statements. 
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. .... , __ ., .. _ ..... 

Lanka Jathika Sarvodaya Sangamay<J (/nc.J 

President: Or A. T Anyaratne Gen. Secy: O A Perera. Treasurer: B A 0. G1..nas1rgne 

SARVODAVA CENTRAL OFFICE: 98. Rawa:awatte Road Mcrat•,11a Sr• Lan><a ~e•ec~one 50:-i 59 505255 ~o;-q..i 

=4x. ]4·1·507084 TELEX. 22837 SARVA CE CABLES 5,:.,.'.)•1coA'f4. 'vfCR .• HUWA 5~1 1....lNK..l 

t'VO CO FINANCING 11 PROJECT. GRANT NO 16 

RECEIPTS AND EXPENDITURE STATEMENT 

FOR THE PERIOD FROM JUNE 1. 1989 TO MARCH 31 . 1991. 

USAID Sarvodaya Total 
Contribution Contribution Contribution US$ 

Rs.,~ ________ R_s_. ____ ~ ____ R_•-.;...• ________ .-..;E~q-u-iv~a--.le~n~t;__ 
RECEIPTS 

Net f unda contributed 

EXPENDITURE 

Community Development 

750,009 

Construction of wells 206,283 

Construction of Latrines 669,450 

Establishment of Co11111Unity Home Gardena ·69,076 

Overhead Allowances C1Note J) _94,481 

1,039,290 

Funds deficit for the Period 289,281 

=-··=···· 

640,340 

151,215 

128,87.5 

360,250 

640,340 

1,390,349 

357,498 

798,325 

429,326 

94,481 

1,679,630 

289,281 
····=··=== ~========= 

34,767 

8,940 

19,963 

10,736 

2,363 

42,002 

7,235 
=========-== 

...... ~~~~.~.~ .•........... ,,_.,..., . ·u···· 
fr' Sarvodaya Executive Director 

The note a on page 15 form part of these st:atements. 
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Lanka ,Jathika Sarvodaya Sangamaya (Inc.) 

President: Dr A T Ar•yaratre. Gen. Secy: o A Perera. Treasurer: B A.O Gunasirigne 

SARVODAYA CENTRAL OFFICE: 38. Rawaiawatte ~oad Mont·~·Na Sri LanMa ".'"e1epnore 507' 59 305255. 507' 34 

!=AX. 14·1·50:"')84 -ELEX .?:::537 $ARVA CE CABLES 5..:.;;1,:QOAYA. .•;tQRATUWA. SRI LANKA 

PVO CO FINANCING 11 PROJECT, GRANT NO 26 

RECEIPTS AND EXPENDITURI! STATEMEHT-

FOR THE PERIOD FROM FEBRUARY 1, 1990 TO ~CH 31, 1991 

USAID Sarv4,daya Total 

COntributiona Contributions Contributions US$ 

RECEIPTS 

Net f unda contributed 

EXPEND I TUR.I 

Salaries and Wages 

Adminiatration Expense~ 

Capital Expenditure 

Transport 

Training 

Revolving loan fund 

Overhead Allowances (Note 3) 

Funds deficit for the period 

R•·,--------~~R-•~·~---~----~R~•~·--~--~--...;;;.E.su~i~v~a~l~e~n-.t 

1,268,251 

217,960 

129,076 

119,382 

62,921 

31,705 

869,900 

143,354 

1,574,298 

306,047 
=-1--•••••• 

11,900 

8,214 

12,963 

1,204 

9,490 

263,000 

306, 771 

1,575,022 

229,860 

137,290 

132,345 

64,125 

41,195 

1,132,900 

143,354 

1,881,069 

306,047 
•••••••••• 

39,044 

5,698 

3,403 

3,281 

1,590 

1,021 

28,084 

3 ,5 54 

46,631 

7,587 
=====-=·= 

000000~~000000000000000 

.f' Sarvodaya Executive Director. 

The notes on page 15 form part of the•• statements. 
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Lanka Jathika Sarvodaya Sangamaycr <Inc. 1 

President: Or A l Anyaratre Gen. Secy: 0 A P-:!'era Treasurer: 8 A D Gunas1ngne 

SARVOOA YA CENTRAL OFFICE: 98. l=lawa;awatte i=load \lo rat· • .va 5,, 1..arka - ~·eprore 3C '.'' 39 5G5255 507' ~4 

.:.:J( .~.:.-.;.;;-ca.: -ELE< 22~37 SARVA CE CABLES S.-lH'l00A rA l;IC,qA )"(.,NA 5PI f..ANKA 

PVO CO FINANCING 1 PROJECT, GRANT NC> 30 

RECEIPTS AND EXPENDITURE STATEMEN~r 

FOR THE PERIOD FROM 30 OCTOBER 1, 1988 TO AUC!UST 31, 198~ 

USAID Sarvodaya Total 

Contributions Contributions Contributions USS 

Rs. Rs. Rs Equivalent 
RECEIPTS 

Net fund Contributed 1,993,759 1,993,759 54,985 
EXPENDITURE 

Salaries and· Wages 549,970 Detaih 549,970 15,167 
Capital Expenditure 34,000 not 34,000 938 
Transport 146,212 available 146,212 4,032 
Training 18,116 (Note 4) 18, 116 500 
Revolving loan fund 1,064,210 1,064,210 29,349 
Overhead Allowance ( Note 3 ) 181,251 181,251 4,999 

=~!l&Zll- 1 993 759 
=='·-'··== 

54 985 ='"'=•'-==••= 

~ Sat-vodaya Executive Director. 

The notes on page 15 f om part of tbese statements. 
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LANKA JATHIJ.<A SARVODAYA SHRAMADANA SANGAMAYA, INC. 

Notes to the Fund Accountability Statements 
for the period Dec~r 1. 1987 to !U.rch 31. 1991 

1. Significant Accounting Policie~ 

(a) The Fund Accountability Statements ar•a prepared in accordance 
with the historical cost convention. For information purposes 
they are also expressed in United StatE!S dollars (US$) using an 
average rate for each relevant grant period. 

(b) Expenditure is accounted. for on an ac::cruals basis. Receip.:s 
relates to amounts actually received in cash or in kind. 

2. Component unit of Saryodaya 

The Fund Accountability Statements present only the transactions of 
Sarvodaya as they pertain to its Co-Financing Grants for the periods 
under review, and are not intended to represent the income and 
expenditure of Sarvodaya as a whole. 

3. Overhead Allowanca 

Overhead allowances are based on a fixed rate of 10% of total actual 
expenditure prior to overhead allowances. 

4. Grant 30 - Sarvodaya's Contributions 

Sarvodaya' s own contributions and expenditure in respect of this 
grant have been omitted due to inadequate accounting records. 
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REPORT ON THE SYSTEM OF INTERNAL CONTROLS 



Coopers 
&Lybrand 

certified public accountants telephone 3362344 & 3360877 
telegrams Colybrand Singapore 
telex RS 22137 & RS 28121 
telefax 3362539 & 3390048 

a member firm of 
Coopers & Lybrand {International) 

your reference 
our reference 

A6/WR/9278 

Mr James B Durnil 
Regional Inspector General 

for Audit, Singapore 
US Agency for International Development 
#17-03 Peninsula Plaza 
111 North Bridge Road 
Singapore 0617 

Dear Mr Durnil 

Orchard P 0 Box 285 
Singapore 9123 
9 Penang Road # 12-00 
Park Mall Singapore 0923 

LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI LANKA 

INDEPENDENT AUDITORS' REPORT ON THE SYSTEM OF 
INTERNAL CONTROLS 

We have audited the Fund Accountability StatFu1ents of Lanka Jathika 
Sarvodaya Shramadana Sangamaya, Inc. ("Sarvodaya") pertaining to its PVO 
Co - Financing Grants with the United States .t..gency for International 
Development, Sri Lanka ("USAID") and in respect of the following periods: 

PVO Co-Financing I Project 
Grant No. 30 October l, 1988 to August 31, 1989 

PVO Co-Financing II 
Grant No. 1 
Grant No. 16 
Grant No. 26 

Project 
December 1, 1987 to Dacember 31, 1990 
June 1, 1969 to March 31, 1991 
February 1, 1990 to March 31, 1991 

The funding of projects under Grant Nos. 16 and 26 continued beyond our 
review period. 

These Statements, comprising the Receipts and Expenditure Statements for 
each grant for the periods outliniad above, as well as a Consolidated 
Statement and the notes thereon, are set out on pages 10 to 15, and we 
have issued our report thereon dated February 24, 1992. 
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resident partners directors 

Tan Swan Jeng Noris CG Ong Ernest T P Seow Betty Khoo D Michael Fleming 

Reggie M Thein David G Compton Jimmy K H Seet Chey Chor Wai Andrew Jackomos 

Jonathan H E Ou Phillip E S Tan Lawrence K S Seet Joyce Tan 

Khoo Kum Wing Michael G Gray Edwin T S Khoo David K H TOh 

Chew Kia Ngee Chew Teck Soor Leong Y1t S1ong 

Chan IV:it Teck Foo nang Sooi Ouek Soo Tat 



LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, me. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI LANKA 

INDEPENDENT AUDITORS' REPORT ON THE SYSTEM OF 
INTERNAi. CONTROLS 

We conducted our audit in accordance with generally accepted auditing 
standards and the standards for financial audits contained in Government 
Auditing Standards issued by thEi Comptroller General of the United 
States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the fi.nancial statements are 
free of material misstatement. 

In planning and performing our audit of Sarvod.aya, we considered its 
internal control structure in order to determine our auditing procedures 
for the purpose of expressing our opinion on the financial statements and 
not to provide assurance on the internal control structure of Sarvodaya as 
a whole. 

The management of Sarvodaya is responsible for establishing and 
maintaining an internal control structure. In fulfilling this 
responsibility, estimates and judgements by management are required to 
assess the expected benefits and related costs of internal control 
structure policies and procedures. The objectives of an internal control 
structure are to provide management with reasonable, but not absolute, 
assurance that the assets are safeguarded against loss from unauthorized 
use or disposition, and that transactons are executed in accordance with 
management's authorization 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 irregularities may nevertheless occur and not be 
detected. Also, projection of any evaluation of the structure to future 
periods is subject to the risk that procedures currently considered 
adequate may become 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 classified the significant internal 
control structure policies and procedures into the following categories: 

Accounting Controls: 
Cash receipts 
Cash disbursements 
Payroll 
General ledger 

Administrative Controls: 
Cost allocation and allowability 
Monitoring 
Reporting 
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LANKA JATHII<A SARVODAYA SHRAMADANA SANGAMAYA, INC. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRl LANKA 

INDEPENDENT AUDITORS' REPORT ON THE SYSTEM OF 
INTERNAL, CONTRQLS 

For all the internal control structure categories listed above, we 
obtained an understanding of the design of the relevant policies and 
procedures and whether they had been placed in operation, and we assessed 
control risk. 

As a result of these procedures, wo noted certain matters involving the 
internal control structure and iti:i operation that we consider to be 
reportable conditions under standards estabU.shed by the American 
Institute of Certified Public Accountants. Report.able conditions involve 
matters coming to our attention relating to signf.ficant deficiencies in 
the design or operation of the internal control structure that, in our 
judgement, would adversely affect the organization's ability to record, 
process, summarize, and report financial data, consistent with the 
assertions of management in the Fund Accountability Statements. 

Whilst we have also noted this mattEtr in Findings 1 and 5 of our Schedule 
on Findings of Non-Compliance, examples of these conditions include: 

Certain trial balances did not balance and could not be 
cross-referenced to general ledgers; 

Source documentation for a number of expense items could not be 
located; and 

Inadequate property management control. 

A material weakness is a condition in which the design or operation of the 
specific internal control structure elements does not reduce, to a 
relatively low level, the risk that errors or irrt!gularities, in amounts 
that would be material in relation to the Statements being audited, may 
occur and not be detected within a timely period by employees in the 
normal course of performing their assigned tasks. 

Our consideration of the internal control structur1a would not necessarily 
disclose all matters in the inten1al control structure that might be 
reportable conditions and accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses. 

However, we believe that the reportable conditions noted in Findings 1 and 
5 of our Schedule on Findings of Non-Compliance do also constitute 
material weaknesses and, therefore, in accordance with Government Auditing 
Standards, we limited our reliance on the internal. control structure, as 
an adequate structure for the purposes of audit reliance was considered 
not to be in existence. As a consequence, we adopted a substantive 
testing approach in our audit of the Fund Accountability Statements. 
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LANKA JATHII<A SARVODAYA SHRAMADANA SANCAMAYA. :~;c. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI LANl<A 

INDEPENDENT AUDITORS' REPORT 'JN THE SYSTEM OF 
INIEBNAL CONIROLS 

We also noted a number ()f other general matters: involving the current 
internal control structure and its operation that we have reported to the 
management of Sarvodaya in a separate letter. 

This report is intended solely for t:he use of USAID and should not be used 
for any other purpose. This restriction is not intended to limit the 
distribution of this report which, upon acceptanC4l by the USAID Regional 
Inspector General for Audit, Singapore, is a matter of public record. 

~~~r1.£7 
Certififad Publ~~ountants 

February 24, 1992 
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REPORT ON COMPLIANCE WITH AGREEMENT 

TERMS AND APPLICABI.J~ LAVS AND REGULATIONS 



Coopers 
&Lybrand 

certified public accountants telephone 3362344 & 3360877 
telegrams Colybrand Singapore 
telex RS 22137 & RS 28121 
telefax 3362539 & 3390048 

a member firm of 
Coopers & Lybrand (International) 

your reference 
our reference 

A6/WR/9278 

Mr James B Durnil 
Regional Inspector General 

for Audit, Singapore 
US Agency for International Development 
#17-03 Peninsula Plaza 
111 North Bridge Road 
Singapore 0617 

Dear Mr Durnil 

Orel 1ard P 0 Box 285 
Singapore 9123 
9 Penang Road If 12-00 
Park Mall Singapore 0923 

LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI LANKA 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 
AGREEMENT TERMS. APPLICABLE 1AWS AND REGYI..ATIONS 

We have audited the Fund Accountability State1nents of Lanka Jathika 
Sarvodaya Shramadana Sangamaya, ~nc. ("Sarvodaya") pertaining to its PVO 
Co-Financing Grants with the United States Agency for International 
Development, Sri Lanka ("USAID") and in respect of the following periods: 

PVO Co-Financing I Project 
Grant No. 30 October 1, 1988 to August 31, 1989 

PVO Co-Financing II 
Grant No. 1 
Grant No. 16 
Grant No. 26 

Project 
December 1, 1987 to December 31, 1990 
June l, 1989 to March 31, 1991 
February l, 1990 to March 31, 1991 

The funding of projects under Grant Nos. 16 and 26 continued beyond our 
review period. 

These statements, comprising the Receipts and Expenditure Statements for 
each grant for the periods outlined above, as well as a Consolidated 
Statement and the notes thereon, are set out on pages 10 to 15, and we 
have issued our report thereon dated February 24, 1992. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI LANKA 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 
AGREEMENT TERMS I APPLICAl}LE LAWS AND REGVlATIONS 

We conducted our audit in accordanc:e with generl!Llly accepted auditing 
standards and the standards for financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United 
States. Those standards require thllLt we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are 
free of material misstatement. 

Compliance with laws, regulations, contract and grant provisions, or 
binding policies and procedures applicable to Sarvodaya is the 
responsibility of Sarvodaya manag«~ment. As part of our audit, we 
performed tests on selected transactions and reciords of Sarvodaya for 
compliance with those provisions. However, it nhould be noted that, 
whilst we performed those tests of compliance as part of obtaining 
reasonable assurance about whether the financial statements were free of 
material misstatement, our objective was not to :provide an opinion on 
compliance with such provisions. 

Material instances of non-compliance are violations of laws, regulations, 
contract and grant provisions, or binding policies and procedures that 
cause us tC" conclude that the aggregation of missts•tements resulting from 
those violations is material to the Fund Accountab:Llity Statements. The 
results of our testing of transactions and records selected disclosed 
material instances of non-compliance, the effects <>f which have not been 
corrected in the Fund Accountability Statements, and they are set out in 
summary on Page 23 and in detail on Pages 24 to 41 and Appendices A .1 to 
B.2. 

We considered these material instances of non-compliance in forming our 
opinion on whether Sarvodaya' s F'und Accountability Statements are 
presented fairly, in all material respects, in conformity with generally 
accepted accounting principles, and this report in considered to affect 
our report dated February 24, 1992 on those statements. 

With respect to items not tested by us, the extent t)f non-compliance noted 
in our testing indicated that there was more than a relatively low risk 
that Sarvodaya may have also not c,omplied with other applicable laws, 
regulations, contract and grant provisions, or binding policies and 
procedures. 
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LAN1<A JATHIJ.<A SARVODAYA SHRAMADANA SANGAMAYA, INC. 
PERTAINING TO ITS PVO CO-FINANCING GRANTS 

WITH THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
IN SRI. LANKA 

INDEPENDENT AUDITORS' R:EPORT ON COMPLIANCE WITH 
AGREEHENT TERMS I APPLICABLE LAWS AND R:EGULATIONS 

This report is intended solely for the use of USAID, and should not be 
used for any other purpose. This re~;triction is not intended to limit the 
distribution of this report, which \;lpon acceptance by the USAID Regional 
Inspector General for Audit, Singapor·e, is a matter of public record. 

~tt/t7 
CertifiE~d Public Accountants 

February 24, 1992 
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I..AN1<A JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SUMHARY OF AUDIT FINDING:s ON COMPLIANCIUSSUES 

1. Sarvodaya has not adequately maintained i;ufficient and proper 
accounting records for Grants 1 ,and 30. Some def! ciencies were also 
noted for Grants 16 and 26. 

2. There has been inadequate maintenance of separat:e bank accounts. 

3. Sarvodaya has not attained its co-financing cont:ributions. 

4. Claims and reimbursement of amounts in exces51 of budget have been 
made. 

5. Non-compliance with property management provisions has occurred. 

6. Certain capital construction has occurred outside authorized areas. 

7. No approval from USAID has been obtained for subcontracted work. 

8. Inadequate pricing analysis has occurred for 1equipment and material 
purchases. 

9. Sarvodaya have failed to adhere to a number of reporting and 
monitoring provisions required by the agreements;. 

10. Copies of annual audit reports have not been provided to USAID. 

11. USAID have not been provided with a copy of the rules governing 
revolving loan funds. 

12. There were additional questioned costs, not included above, amounting 
to US$2,l45. 
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LANKA JATHil<A SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPLY.AR~ 

1 INADEQUATE HAINIENANCE OF SUFF!CIJ~NT AND PRQPER ACCQUNIING RECORPS 

Condttion 

In respect of Grants 1 and 30, Ss1rvodaya has not maintained sufficient 
and appropriate accounting records to generate complete statements of 
income and expenditure for all cc>sts incurred as its contributions to 
respective projects. Additionally, they have also not been able to 
support the allocability, allowability and reanonableness of a number 
of those cost items claimed as expenditure related to those Grants. 
Some deficiencies were also noted in respect of Grants 16 and 26. 

This finding includes, as examples, th 1e following specific 
deficiencies: 

- Separate ledger accounts for expenses reimbursed by USAID 
contributions were not maintain1ed; 

- USAID reimbursed vouchers we:re co-mingled with those for costs 
financed by non-USAID contributions; 

- Payment vouchers are not prenumbered or sequentially filed; 

- Source documentation for a number of expense items, including 
revolving loan funds, could not be located; 

- Books of account could not be l 1ocated in respe1ct of Grant 30; 

- Paid vouchers and supporting documents were not affectively 
cancelled; 

- Inadequate details on supporting documentatic>n in respect of Grants 
1 and 30; 

- Certain trial balances dlld not balam::e and could not be 
cross-referenced to general ledgers for Grant l; and 

- Lack of periodic reconciliation of subsidiary ledgers to control 
accounts. 

The extent of these deficiencies in relation to each Grant is 
reflected in the level of questioned costs rec1:>rded in Appendices A. l 
and B.l, Item 1. 

Criteria 

Mandatory Standard Provision 2(a) of AID Handbook 13, which forms part 
of the Grant Agreement, requires the grantee to maintain books, 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEQULE OF FINDINGS OF NON-COMPLIA~ 

1 INAPEOUATE MAINTENANCE OF SUFFICIENT AND PROPER ACiCOUNIING RECORPS 

Criteria (cont'd) 

records, documents and other necessary evidence to sufficiently 
substantiate charges to grants. Moreover, the re.cords must be able to 
disclose that portion of project costs that are1 supplied from other 
sources. Grant records are also to be retained for a minumum period 
of three years commencing from the expiration of the grants. 

In respect of Grant Agreement No. 1, the Grant Amendment of August 7, 
1989 also required orginal receipt~• for all expenditure to be serially 
numbered and filed separately according to budget line item. 

The above criteria also constitute requirements of sound accounting 
practice. 

Effect 

Sufficient and appropriate accounting records have not been maintained 
to generate and support the Fund Accountability Statements for Grants 
1 and 30. Based on the Grant Agreement's budgeted expenditure and the 
level of actual funding provided by USAID, together with 
representations provideci to us by Sarvodaya's management, the omission 
in respect of both funds contributed to the pr1oject and expenditure 
actually incurred for Grant 30 is estimated to be approximately Rs 
2. Sm (US$69, 000). Some supporting documentation was also not 
available for Grants 16 and 26. 

As a result, we have been unabl'e to determim~ the reasonableness, 
allocability or allowability of Rs 4,165,308 (US$114,590) in recorded 
expenditure. Refer Appendix A. l, Item 1 and Appendix B .1, Item 1. 
This amount does not include the estimated omissions in respect of 
Grant 30. 

Cause 

Sarvodaya' s accounting system was not adequate to ensure full 
accountability for a significant portion of expenditure incurred under 
the Co-Financing Grants, prima1:ily due to Bl lack of sufficient 
resources and a sufficient number of competent personnel. 

We also noted that the accounting system of Sarvodaya was originally 
assessed by USAID as adequate pri.or to the rel1ease of initial grant 
funds and that periodic revi.ews by USAID officials, whilst 
highlighting certain deficiencies, did not app1aar to result in any 
reduction in the flow of grant monies. Despite the deficiencies, the 
August 1989 amendment to Grant 1, which was a general amendment for a 
number of grantees, also deleted the requirement for Sarvodaya to 
continue to provide USAID with receipts for expenditure submitted for 
reimbursement or advance. Furthermore, it was also noted that prior 
to this amendment a number of vouchers that had been reimbursed by 
USAID had not been effectively cancelled as paid or not allowable for 
reimbursement. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINOING.S,.OF NON-COMPLIA~ 

1 INADEQUATE HAINIENAHCE OF SUFFICIENT AND PROPER ACCOYNTINQ RECORPS 
(cont'd) 

Recommendation 

The majority of the deficiencies noted during the course of our audit 
have since been rectified and this was evidenced by the level of costs 
questioned for Grants 16 and 26. 

However, we recommend that USAID review its1 procedures for the 
assessment of grantee's accounting systems to ensure they are 
appropriate for the accountab:f.lity of expenditure involving US 

Government funds. We further recommend that Sari1odaya formally notify 
USAID of any significant changes in its own accounting system that may 
occur after this review (as requlred by AID Handbook provisions) to 
allow adequate assessment by USAID officials of the appropriateness of 
these changes. 

Sarvodaya should also ensure that its recruitment process results in 
the employment of staff sufficicmtly qualified and experienced to 
ensure adequate control and accountability systems are both 
efficiently and effectively put in place and thaLt it conducts regular 
reviews of these systems and its ability to det:ermine its compliance 
with Grant Provisions. ' 

Further, Sarvodaya should now review those matters noted, both above 
and as detailed in our separate letter to management, on internal 
controls in an effort to correct those deficiencies still remaining. 

Sarvodaya should also review those questioned co:;ts that have resulted 
from this finding, and as noted i.n Appendices A.land B.l, resolving 
them with USAID and, if consi.dered appropriate, take action to 
reimburse incorrectly paid amounts. 

Management's Comments 

In our view, we have maintained adequate accounting records for all 
the Grants. Records in respect of Grants 1, 16 and 26 were submitted 
in full for the audit. Part of t:he records relating to Grant 30 had 
been misplaced and could not be submitted. 

We refer to your comment on effect of inadequate maintenance of 
sufficient and proper accounting records and note that the sum of Rs 
2,098,644 (US$57,800) has been classified as questionable in respect 
of Grant 1. We do not observe any accounting irregularit:, in respect 
of this expenditure. 

Auditors' Comments 

We confirm our original assessment concerning our perceptions of the 
inadequate maintenance of sufficient and appropriate accounting 
records based on the information provided to us during the course of 

our audit. 
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1.ANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPLIAN~ 

2 INADEOUAIE MAINTENANCE OF SEPARATE BANK ACCOUNTS 

Condition 

Sarvodaya placed funds received fro1n USAID into a single multi-purpose 
bank account for the majority of its Grants rather than deposit these 
into separate accounts as required by the Grant Ag1reements. 

Criteria 

Special Provision 2 attached to the. Grant Agreements for Grants 1, 16 
and 30 required all funds provided by USAIII be deposited into 
non-interest bearing separate current accounts and did not permit the 
co-mingling of these funds with others. Grant 30 also specifically 
required the establishment of separate accounts for the primary 
schemes operated under the project. 

Effect 

The inadequate maintenance of sepat'ate bank accounts may give rise to 
a mixing of US Government Funds with other non-USAID monies and 
resulted in Sarvodaya not being able to reconcile and support amounts 
received on a donor by donor basis. 

Cause 

Sarvodaya' s management contend that it was not practical to maintain 
separate accounts given the administrative burden. 

Recommendation 

Whilst the extra administrative requirements are noted, the basis for 
requiring separate accounts to be maintained is considered to override 
this burden and therefore, Sarvodaya should ensure its adherence to 
the provisions of its Grant Agreements and deposit all USAID funds 
into accounts specifically dedicated to those funcis. Any inability to 
ensure adherence to such provisions should be communicated with USAID. 

Management's Comments 

Separate bank accounts have been maintained for Grant 16. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPLIANCE 

3 CO-FINAHCING CONTRIBUIIONS NOT ATI'AINED 

Condition 

Sarvodaya has not attained its co-financing contributions for the 
following uncompleted grants: 

Budgeted 
Non-USAID 

contributions 
Rs 

* Grant No. 16 
* Grant No. 26 

672,456 
321,000 

993,456 

Non-USAID 
contributions 
corresponding 

to these 
budgetJines 

Rs 

640,340 
22,453 

662,793 

Varim~ 
Rs 

32,116 
298,547 

330,663 

Other 
Non-USAID 

contributions 
Rs 

284,318 

284,318 

Net 
variance 

Rs 

32I116 
14,229 

46,345 

* These amounts are calculated in relation to the level of 
contributions provided by USAID for the per:Lod under review. 

Furthermore, we note the following;: 

(a) For Grant 30, based on the Grant Agreement's budgeted expenditure 
and the level of actual funding provided by USAID, together with 
representations provided to us by Sarvodaya's management, we 
estimate non-USAID contributions should have been _approximately 
Rs 2.5m (US$69,000). However, as no actual details of non-USAID 
contributions were available, we are not able to arrive at any 
conclusive opinion on the adequacy of Sarvodaya' s co-financing 
obligations for this Grant. 

(b) Subsequent to the completion of our audit fieldwork, and in 
response to our draft audit findings, Sarvodaya provided 
additional expenditure figures of Rs 4, 261~, 785 (US$117, 655) for 
its contributions to Revolving Loan Funds for Grant 1. Prior to 
this, we had recorded questioned costs of Rs 1, 503, 892 
(US$41,450) in respect of this Grant for the non° attainment of 
co-financing obligations. We have not been able to confirm the 
accuracy of the amount now included. 

Critelli 

As these grants are provided under Co-Financing Projects, the Grantee 
is required to expend an agreed 1ninimum of their own funds in return 
for an established level of US assisted funding. The Project 
Agreements for each individual grant states Sarvodaya's respective 
co-financing obligations. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINPINGS OF NON-COMPLIAlir& 

3 CO-FINANCING OBLIGAIIONS NOT MET 
(cont 1 d) 

Effect 

For the two on-going Grants, Sarvodaya has not attained its financial 
contributions as budgeted in the! Grant Agreements by an amount of 
Rs 330, 663 (US$8, 200). Sarvodaya has, however, contributed to the 
project's aims on other non-budgeted items, reducing its overall 
funding non-compliance for these Grants to Rs 46,345 (US$1,150). 

Based on our review, we are also of the opinion that Sarvodaya would 
be unable to meet its full financial obligatio1~s, as budgeted in the 
Grant Agreements of No. 16 and L6, by the completion of these Grants. 

We have been unable to determine the extent of compliance for 
Sarvodaya's financial obligations unoer Grant 30 as no actual details 
were available. We have questiom~d the additional amount included for 
Grant 1 as we have been unable to confirm its accuracy. Refer 
Appendix B.l, Items 2 and 3. 

Cause 

Sarvodaya' s accounting and evaluation records do1 not facilitate proper 
budgetary monitoring to ensure its compliance with co-financing 
requirements. 

Recommendation 

We recommend that Sarvodaya establish and implem1ent a formal system of 
budgetary monitoring to ensure that it complies with its co-financing 
obligations. Sarvodaya should meet with USAil> to determine how to 
deal with its non-compliance of these co-financing obligations. 

Management's Comments 

No comments provided. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON· COMPLII™ 

4 CLAIM AND REIMBVRSEHENT OF AMOUNTS FROM USAID IN EXCESS OF BUDGET 

Condition 

Sarvodaya has claimed and been reiJDbursed for an excess amount of 
Rs 564,379 (US$15,515) in respect of the following line items: 

Line item 

Grant No. 1 

Revolving Loan 
Fund 

Travel and 
subsistence 

Maintenance & 
Repairs 

Stationery 
Overhead allowance 
Project consultant 
Accounts clerk 
Support staff 
Concept meeting 
Collection of data 
Stationery and 

postage 
- Revolving 

Loan Fund 
- SEEDS 

Grant No. 26 

Administration 
expenses 

1,500,000 

10, :mo 

26,500 

45,000 
251,1~10 

18,000 

1,851,110 

Actual 
Rs 

1,962,474 

38,471 

31,516 

50,060 
254,879 
17,500 

8,750 
15,440 
1,810 
1,110 
1,812 

2,637 

29,030 

2,415,489 

Questioned 
costs 

Rs 

462,474 

28,271 

5,016 

5,060 
3,469 

17,500 
8,750 

15,440 
1,810 
1,110 
1,812 

2,637 

11,030 

564,379 

In respect of Grant 30, Sarvodaya has also been reimbursed for 
expenditure incurred up to August, 1989 however it was noted that the 
grant agreement only applied for the thirty six-month period to May, 
1989. This overclaim amounts to R!i 154, 362 (US$4, 250). 
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LANKA JATHIKA SARVODAYA SHRAMA.DANA SANGAMAYA, INC. 

SCHEPULE OF FINDINGS OF NON-COMPL~ 

4 CLAIM AND REIHBURSEMENT OF AMOUNTS IN EXCESS OF BUDGET 
(cont'd) 

Criteria 

The Co-Financing Agreement stipulates that funds are to be 
administered in accordance with the terms and c:onditions set forth in 
the financial plan. Total budg,!ted amounts should therefore not be 
exceeded. 

Effect 

Sarvodaya has claimed and been reimbursed for an 
individual budget line allowances by Rs 564,379 
claimed costs beyond the per·iod of the grant 
(US$4,250). Refer Appendix A.l, Item 2. 

Cause 

amount exceeding 
(US$15,515) and 
by Rs 154,362 

Sarvodaya's accounting and evaluation records do not facilitate proper 
budgetary monitoring to ensure tts compliance with the co-financing 
requirements. 

Recommendation 

We recommend that Sarvodaya establish and imple1nent a formal system of 
budgetary monitoring. Where it is determined that budgeted 
expenditure will be exceeded, a blldget amendment should be requested. 

Management's Comments 

No comments provided. 
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LANKA JA111IKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON· COMPLI,~ 

5 NON-COMPLIANCE WITH PROPERTY HANAG'EMENI PROYISIO~lS_ 

Condition 

Sarvodaya has not maintained appropriate fixed asset control and 
accountability procedures for a1;sets purchased with US Government 
funds, including the appropriate identification of property to 
indicate its procurement with US Government funds and the maintenance 
of a Fixed Assets Register. 

Criteria 

AID Handbook 13 requires the maintenance of a1n appropriate control 
system to permit ready identification and location of assets p11rchased 
with US Government funds. AID Handbook 14 requires the appropriate 
marking of assets to identify the :source of the it' procurement funding. 

The above criteria also const:itute the niquirements of sound 
accounting practice. 

Effect 

The non-identification of US funded assets may result in a co-mingling 
of these assets with other non-USA ID funded equipment. The 
non-existence of an appropriate accounting and control system may 
result in Sarvodaya not being abl1e to effectivelly control and monitor 
its property, plant and equipment and therefore create the possibility 
that a loss of these assets by unauthorized meP.ns may occur. 

It has also resulted in Sarvodaya being unable to provide us with a 
complete register of fixed assets. 

Cause 

The non-tagging of assets and the ;.1on-implementation of an appropriate 
control system has resulted because of a lapse by Sarvodaya' s 
management. 

Recommend.at ion 

Sarvodaya should implement an appropriate contt'ol and accountability 
system for its fixed assets, such as identifying and recording all 
assets held, to ensure its complJLance with the above provisions and 
generally accepted accounting conc•!pts. 

Management's Comments 

Recommendations have been noted and are being implemented. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDING5.....QF. NON-COMPL]~ 

6 CAPITAL CONSTRUCTION OUTSIDE AYlJi~!RIZED AREAS 

Condition 

A number of latrines constructed under Grant 16 have been established 
in refugee centres instead of villagers' residences in districts 
covered by the Grant Agreement. 

Criteria 

The special provisions of the Ag1:eement require. Sarvodaya to identify 
and advise USAID of the locati.on s1 tes for latrine construction under 
this project. Whilst this was completed by Sarvodaya, a number of 
latrines were ultimately constructed in alternate sites, not within 
the auspice of the Grant. 

Effect 

Sarvcdaya has not compiled with the project ar·ea requirements of the 
Grant Agreement and therefore miay not have 4~xpended US Government 
funds in accordance with project aims. We have not been able to 
quantify the financial effect of t:his non-compli.ance. 

Cause 

Due to civil unrest in parts of the country during the construction 
period, many of the villagers so\Jlght safety in refugee centres. This 
resulted in a redirection of construction efforts to meet the 
villagers' requirements. 

Recommendation 

The management of Sar>1odaya should ensure its compliance with the 
provisions of the Agreement. \;'here it is ccmsidered that project 
implementation will be curtailed by unforseen circumstances and that 
funds would more appropriately be redirected to areas different to 
those originally proposed, Sarvo•daya and USAI:O should review those 
circumstances and resolve any anon:1olies accordingly. 

Management's Comments 

Since many villagers were in refugee centres, a few latrines had to be 
constructed at these centres too, taking into consideration the 
realities of the situation. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANG:AMAYA, INC. 

~S(HEDULE OF FINDING~ OF NON- COHF.l.IANCE 

7 SUB-CONIRACT OF CONSTRYCTION WORJ; 

Condition 

The construction of latrines in the Jaffna district of Sri Lanka under 
Grant 16 was subcontracted •Out by Sarvodaya without directly 
requesting approval from USAID fc1r a revision of the grant budget. 

Criteria 

Mandatory Standard Provision 4 of AID Handbook 13 requires that where 
a grantee intends to contract out any of the work included under a 
grant, and such a subcontract w.as not included in the approved grant 
budget, the grantee should reque:st approval frc1m the grant officer for 
a revision of the grant. 

Effect 

Sarvodaya has claimed and been reimbursed for a non-approved expense 
item amounting to Rs 379,050 (US$;9,400). Refer Appendix A.l, Item 3. 

Cause 

Sarvodaya did not have sufficie:nt manpower in Jaffna to perform the 
required work and therefore employed a subcontractor to complete the 
work on their behalf. Whilst USAID were awar·e of this activity, the 
failurP. to request direct written approval via a budget amendment from 
the contracting officer resulted from Sarvodayat's management not being 
aware of this provision. 

Recommendation 

Sarvodaya should ensure it complies with the requirement to obtain 
prior approval when subcontracting. A review of previous 
non-compliances with this provision should be conducted by both USAID 
and Sarvodaya and the matter resolved appropria1:ely. 

Management's Comments 

The subcontracted work was carried out with the knowledge and 
concurrence of the USAID Mission. 

Auditors' Comments 

Whilst we acknowledge that USAID were aware of this activity, 
Sarvodaya failed to formally request a budget revision to allow for 
this type of expenditure, as required by Handbook 13. 



LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPLIANCE 

8 PRICING ANALYSIS ON PROCUREMENT OF GOODS 

Condition 

The following items of equipment and material have been claimed and 
reimbused for which we were unable to sight 1evidence of appropriate 
pricing analysis being conducted by Sarvodaya: 

Grant No. 1 
Off ice equipment 

Grant No. 26 
Transport 
Office equipment 

Total 

Crite{ia 

Amount 
Rs 

5,083 

112,000 
6,082 

123,165 

Equivalent 
USS 

140 

2,750 
150 

3,040 

The procurement of goods and sc~rvices provision of AID Handbook 13 
requires some form of price or cost analysis to be made in connection 
with every procurement action. 

Effect 

Equipment procured, and amounting to Rs 123, 165 (US$3, 040), may not 
have been obtained at the most competitive pri1ces and therefore USAID 
may be reimbursing a.mounts which are in excess of market rates. 
Appendix A.l, Item 4. 

Cause 

No standard procedure exists for this type of analysis. 

Recommendation 

We recommend that Sarvodaya take measures to ensure its compliance 
with the procurement provisions of AID Handbc1ok 13 and institute a 
formal procedure for evaluati:ng each applicable cost element to 
determine reasonableness, allocability and allowability. 



lANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDING.S OF NON -COMPL;~ 

8 PRICING ANALYSIS ON PROCUREMENT or GOODS 
(cont'd) 

Management's Comments 

There are generally a few situations where a J>ricing analysis is not 
carried out, for example: 

(a) A selected branded product :ls purchased from the manufacturer or 
an agent at a standard price; and 

(b) Minor purchases being effected at village level from an available 
source. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPL]~~ 

9 NON-ADHERENCE TO REPORIING ANP MOHITORING PROVI~~ 

Condition 

Sarvodaya has not adhered to a number of s:pecific reporting and 
monitoring provisions required by the Grant Agreements. 

This finding includes, but is not restricted to, the following 
specific deficiencies: 

Documentation submitted to USAID ~!.J not include a listing by 
budget line of anticipated expenditur~~s for the proceeding 
quarters; 

An end of project report fc1r Grant 1 had not been submitted to 
USAID within three months after the proj1act's conclusion at 31 
December, 1990; 

Project evaluations are performed qualrterly but no annual 
evaluation is conducted; 

Sarvodaya had not furnished USAID with a complete list of the 
1, 200 villages that were tc, be included under Grant 16 within 
three months of signing the relevant Agreem·ent; and 

Claims for reimbursement we1re not submitt4ad to USAID within the 
time limits established by the Agreements. 

Criteria 

Various provisions of the Grant Agreements require specific evaluation 
and reporting criteria to be completed on a timi~ly and periodic basis, 
with copies of these reports pro·~ided to USAID as well a6 to the Sri 
Lankan Ministries of Finance and Planning, and Plan Implementation. 

Effect 

The non-completion and submission of various progress reports may not 
facilitate an appropriate evaluat:Lon and monitoring of the progress of 
projects conducted under the Grant: Agreements. 

Cause 

Sarvodaya's management contend that heavy ~orkloads, along with their 
interpretation of Agreement provisions, has resulted in amendments to 
reporting contents and timing of lodgements. The non-provision of 
some reports to appropriate p1arties has reisulted because of an 
oversight by management. 
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l.ANI<A JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDING:S OF NON-COMPL:™ 

9 NON·APHERENCE TO REPORTING AND MONITORING PROVISI.Q?ra 
(cont'd) 

Recommendation 

Sarvodaya should ensure its cotopliance with the provisions of the 
Grant Agreements. Where such cc>mpliance is nc>t considered possible, 
Sarvodaya should request an amend.Jnent to the respective Agreements. 

Management's Comments 

No comments provided. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPLIANCE 

10 FAILURE TO SUBMIT ANNUAL AVDIT RE:~ 

Condition 

Sarvodaya has not provided USAlD with a copy of its annual audit 
reports which also covered funds provided under the various Grant 
Agreements. 

Criteria 

Mandatory Standard Provision 2{b) of AID Handbook 13 requires grantees 
to provide USAID with copies of their audit reports to enable USAID to 

assess the adequacy of audit coverage. 

Effect 

The independent audits commissioned by Sarvodaya highlighted a number 
of deficiencies in the grantee's accounting sy:stem which affected the 
ability of Sarvodaya to be fully accountable for US Government funds. 
These findings have also been noted previously in this report and 
resulted in questioned costs as detailed in AppE!ndices A.l to B.2. 

Cause 

The non-submission of annual audit reports resulted from an oversight 
by Sarvodaya's management. 

Recommendation 

Sarvodaya 
Handbooks 
review. 

should ensure its adherence to the provisions of 
and submit copies of annual audit reports to USAID 

Management's Comments 

No comments provided. 
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LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA,INC. 

SCHEDULE OF FINDINGS OF NON-COMPLIANCE 

11 RULES GOVEBNING REVOLVING LOAN FUNDS 

Condition 

Sarvodaya has prepared but not furnished USAID with a set of rules 
governing its Revolving Loan Fundis. 

Criteria 

Special Provision 3 of Grant Ag;reement No. 1 requires Sarvodaya to 
furnish USAID with a complete set of rules com:erning the maintenance 
and control of the Revolving L:>an Funds rece!ived under this grant 
within three months of signing th1e relevant Agreement. 

Effect 

Sarvodaya have not adhered to the terms of the Agreement concerning 
these funds. This may result in provisions necessary to protect US 
Government funds not being included in the rules governing these funds 
and reduce USAID' s ability to eff1ectively monitor the credit scheme. 

Cause. 

This has resulted from the manag1ement of Sarvodaya not being aware of 
this provision. 

Recommendation 

Sarvodaya should ensure it compliance with Grant Agreement Provisions 
and provide USAID with a copy of the rules gc>verning Revolving Loan 
Funds. 

Management's Comments 

Rules governing the Revolving Loan Fund have been prepared and are 
available. 

Auditors' Comments 

These rules have not, however, been provided to USAID as required by 
the Grant Agreement. 
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LANI<A JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SCHEDULE OF FINDINGS OF NON-COMPLIANCE 

12 OIHER QUESTIONED COSTS 

Condition 

During the course of our audit, we came across certain other costs 
which were considered "questioned costs" by us. The details of these 
questioned costs, totalling Rs 80,668 (US$2,145) are set out in 
Appendices A.2 and B.2. 

Criteria 

Sarvodaya should ensure its compliance with USAID guidelines and grant 
requirements when making claims tor ci:>sts. The basis of 
questionability of each item no1:ed is set out in Appendices A. 2 and 
B.2. 

Effect 

Sarvodaya have claimed costs totalling Rs 80,668 (US$2,145) which may 
be questionable. Refer Appendices A.2 and B.2. 

Cause 

Sarvodaya have overlooked USAID guidelines and grant requirements when 
making claims for costs. 

Recommendation 

It is recommended that both Satvodaya and USAID review the list of 
questioned costs set out in Appendices A. 2 and B. 2, resolving them 
with USAID, and, if considered appropriate, take action to repay 
incorrectly paid costs. 

Management's Comments 

The questioned costs included a1:e not describj~d in detail for us to 
comment. 
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Appendix A.l 

LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

USAID QUESTIONED COSTS AS TO 
REASONABLENESS. ALLQCAB'ILIIY AND ALLOWABILIIY 

NON-COMPLIANCE ISSUES 

Basis of 
Find in& Condition Questionability 

1. Finding 1 Inadequate Reasonablieness, 
maintenance allowabill ty and 
of sufficient allocabillty 
and proper cannot be 
accounting determined. 
records. 

2. Finding 4 Claim and Allowability -
reimbursement excess budget 
of amounts claims. 
in excess 
of budget. 

3. Finding 7 Non approval Allowability -
of sub- breach of AID 
contracted Handbook 13 
construction provisioms. 
work. 

4. Finding 8 No pricing Reasonablcmess -
analysis on cannot be 
procurement ascertained. 
of goods. 

5. Finding 12 Other questioned costs 
(refer Appendix A.2) 

Grant 
No 

1 

16 

26 

30 

1 

26 

30 

16 

1 

26 

1 

16 

26 

Amount 
Rs 

2,098,644 

10,034 

35,521 

1,812,508 

J,956,207 

553,349 

11,030 

154,362 

718.741 

379.050 

5,083 

118,082 

123.165 

2,946 

15,460 

8,200 

Equivalent 
YSS 

57,800 

250 

880 

49,980 

108,910 

15,245 

270 

4,250 

19,765 

9,400 

140 

2,900 

3.040 

80 

360 

200 

26,606 660 

TOTAL 5,204,269 141, 775 

Note: The total amount of US$141, 775 above includes items questioned under 
more than one finding. The net questioned costs, excluding these 
items, is Rs 4,812,433 (US$131,100). " . \ ') 
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Appendix A.2 

Page 1 of 2 

U\NKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

USAID QUESTIONED COSTS AS TO 
REASONABLENESS. ALLQCABILITY AND ALJJ)WABILITY 

OTHER QUESTIONED COSTS 

Line item Condition 
Basis of 

Ouestionability 
Grant 
jiL_ 

Amount 
Rs 

Finding 12 

Training Included in Allocability - 1 385 
SSM this budget costs are not 
members line item permissa.ble 

is an expense under the 
for building budget. 
maintenance. 

Monitoring No evidence Allocability - 1 2,561 
and on source cannot be 
Evaluation documentation determined. 

that these 
expenses 
relate to 
the project. 

Construct Unable to Reasonableness - 16 9,710 
-ion of obtain cannot be 
wells accounting determined. 
Valveenia records 
South due to 

civil unrest. 

Establish Expenditure Allocabi.lity - 16 5,750 
ment of was on not incurred 
Home existing farm in acco1·dance 
Gardens land where with gr~mt 

as the grant terms and 
stipulates condi ti ems . 
expenditure 
for 
establishment 
of Home 
Gardens. 

Equivalent 
USS 

10 

70 

240 

140 

\ 

I \.,\,_\ 



Appendix A.2 

Page 2 of 2 

LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

USAID QUESTIONEm COSTS AS TO 
REASONABLENEss. ALLOcABrtru AND ALLQlirwLru 

OTHER QUESTIONED COSTS 

Line item Condition 
Basis of 

f8lestionability 
Grant 

No 
Amount 

Rs 

Findin& 12 (cont'd) 

Transport Included in Allowability - 26 1,300 
this budget costs are not 
line is an permissable 
expense for under the 
the budget. 
procurement 
of a helmet. 

Training - Expenditure Allowability - 26 6,900 
Gramadana not incurred costs are not 
workers for training permissable 

purposes. under the 
budget. 

TOTAL 26,606 

Equivalent 
USS 

30 

170 

b60 



Appendix B.1 

LANKA JATHil<A SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SARVODAYA QUESTIONED COSTS AS TO 
REASONABLENESS. ALLQCA&ILITY AND ALLOWABILITY 

HQl!:COMPLihNCE ISSUES 

Basis of Grant Ainount Equivalent 
Finding Condition Ouestionalbility No Rs USS 

1. Finding 1 Inadequate Reasonabl1eness, 1 185,321 5,100 
maintenance allowability and 
of sufficient allocability 26 23,280 580 
,1nd proper cannot be 
accounting ascertained. 208,601 5,680 
records. 

2. Finding 3 Co-financing Non-achievement 16 32,116 800 
contributions of grant 
not attained. requireme:nts. 26 298,547 7,400 

30 Cannot be determined 

3~0.663 8,200 

3. Finding 3 No supporting Reasonabl1eness, 1 4,268,785 117,655 
documentation allowability and 
made allocability 
available cannot be 
during the ascertained. 
course of our 
fieldwork. 

TOTAL 4,808,049 131,535 

Note: The total amount of US$131, 535 above includ~as an item questioned 
under more than one finding. The net questloned costs, excluding 
this item is Rs 4,622,728 (US$126,435). 



Appendix B.2 

LANKA JATHIKA SARVODAYA SHRAMADANA SANGAMAYA, INC. 

SARVODAYA QUESTIONED COSTS AS TO 
REASONABLENESS. ALLOCAJULITY AND ALLOWJ\BII..ITY 

OTHER QUESTIONED COSTS 

Basis of Grant Amount Equivalent 
Line item Condition OuestionabUity No Rs USS 

Finding 12 

Motorcycle Expenditure Allocabili.ty - 1 53,000 1,460 
not for costs are not 
grant related tc1 
purposes. project. 

Training - Expenditure Allocabili.ty - 26 1,062 25 
Gramadana not for costs are not 
workers training. related to 

project. 

TOTAL 54,062 1,485 

Note: The total amount of US$1, 485 above includes an amount of US$1, 460 
also questioned under Finding 3 in Appendix B.l 



Lanka Jathika Sarvodaya Sangamaya (Inc.) 

Pntaldent: Or AT Ariyaratnlit Gen. Secy; 0.A Per11ra TNaaurer: BAO Guniu1ngno 

----------- -·-----
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SARVODAVA CENTRAL OFFICE: 91:1 RawttlffWiUtc Ro.:id. Mort1tvwa $fl l..aflka. Teiepnone 507159 505255 507194 

FAX· 94·1·507084 TELE:X 22831 SA~VJ. Ce CABLES: SARVOOAYA. MORATUWA. S/:11 LANKA. 

·-- --· ·---

Our llef1F.D/65 .}1st D@OflD'beJ' 1991 

Ma. Cooper• &. L7brand, 
Orchard Point, 
P .o, :eoz 285, 
SiZlppcre 9123, 
9, Penang Boa4 +12.00, 
Park Mall Singapore 0923. 

Dear Sire, 

A.wli t of S&r'VOdlQ"a per'taining to 1 ts PVO Co-Finana1118 
Oranta with US .l.14 Sri Lanka 

lie refer to your letter dated 20th November 91 and the extension 
at time granted pe.r your t~ dat•d. 18th I>ecanber 1991. 

In s;eneral. ve are cf ":he view that t:..e tolloVing ta.otors ehould be ta.ken 
into eonaid•ration in relation to the audita of the grants under 
review. 

a) At the :1.ni tial stac:es of impl~entation o'!" the projects eoYered 'ey 
the eaid e;ran ta th• oond.1 ttons whi ell. priiva.il eel in thi e oou.n try 1 
pa.rticula.rl.T 1n the rural a.:reas, did not permit the ~eploymant ot 
qualitied and m;perienced ata:f'f' in wtfioient num'bera to maintain the 
records and aooounta according to the st1pi.Uatio1~1 of US '14 gl"a.n:ta. 

!>u.r~ subsequent yea%'s however tbie position was gr~duall,y oorreoted 
and the reoorda ma1ntained. d:1.;.ri1'.16 the latter ate.eon of theee grant• 
would have reflected eignificant improvement when compared to the 
1ni t1al stages. 

b) .&ooordir:3& to the met: .. od you have f'olloved in preeenting the figu.Hs 
and 0011centa, a given d.ef•ct Wbich has a bea.rins in rela.ti.on to a 
pa.rticnila.r grant or a s1 tu.ation Hema to appl,y to all other grants 

and 81 tu.a. tione there by oonveyine a general e.dverae impreae1on. 

Subject to the above general comments we have 
commented briefly and Gpeeifioally on the issues that you have raised 
1n this report. 

..2/-
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tie thank ;you mos~ sincerely tor allovins us an opportu.rU ~ 
to coau:ient on the 4ra1't e.u41 t reports both during the di•ou.miona 
that ve ha.ve held. in Sl"i Le.nka and also in wri Ung accordi.nc to 
the present tormat. 

'l'b.anJc:i "B 10Ut 

We re&1n, 
Toure einoereq, 

~}fl...yM~/ 
Sa.rath Rewagama, 
.&tECUTlVE DIR.....~R 



Re: The Fund Accountability Statements 
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0~ theH etatmenta Ve &re Of the Vi.8V tlat in the statements appearing 1n 

page• 9 and 10, the Sa:rvodqa contrl bution is undlfratia ted.. Th• 

attached statement iDdJ.o&t•• the m1n1:mum contribution made by Sa.rvodll1'a to 

the revolving loan :t'und. • .&.ccordin&"l7 tbe arr.ended. fund. 111.coountabili 7 ata·(;emente 

vhioh eb.oulcl &~pear in pa.pa 9 And 10 are atta.ohed hH"8With.Theee statements 

incorporate correctiona ot oroaeoaate in the atat11nent appear1ria- ill page 10 

( inoornot tigu:ree 66,089 f 1, 964,474). 

?age 1 Independent Auditors ?.tpQ:rt on ~he conaolid.ated. fund acooun:te.bil:l.ty etatament 

~------...... -------------------------~-------
The Sarvodq'a contribution for grant num"oer 1 has to be incorporated. and oo:rreepond.12:>ff 

cba:ngee may be inoorpora ted elsewhere 1c your report. 

Oraiit number 16 - I. am ot approximately R1.) lakhe via.a vaid to a eoaiet;r in 

J&rtna. tor constructing' l&tr.inea and thid vu done w:L ih the knowl•~ a.n4 

OODCN.tTODoe ot the tJS .U4 Miallion. 

.&.u41 t findings on oompliano. 1 •811.9• - Pase 22 

------------------------..... --------·-------We now refe~ to t~e 8\.UlilDar;y of audit finding on oomplianoe issues. 

1. In our view, we haT• maiiita.1.ned. ~ua te &COOWltinc record.a tor all tb.• grar.rtl .. 

Reoo:rde in reepeot ot sruit 'Num'bera 1, H), and 2Ei we:ro aul:ai tt•cl in :f\all tor the 

&wii t. Pa.rt ot the record.• relating to gro.nt No.30 had bHn misplaced. s.nd oould. not 

..,,w t~ed. 
We refer to J'OUl' oommtnt on effect ot inadequate maintenance ot su.t"ficient and. proper 

aooountiD6' record.a and. note that ata of Ra.2,098,6'4/- scheduled. in· a.ppondi.% A.1 

ha.a been elaee1t1ed ae queetionacle.We do not observe any account~ irregula.rit;r 

ia. respect ot this u:ptndi tu.re. 

2. !eparate bank accounts ha.Ve beer. maintained for sra.nt No~16. 

~. 11.guree in respect of grant No. 01 have to "oe changed a..t'te:r ta.kina into 

oolUlid.eration tb.e Sa,rvodqa contribution to the revolV'ing loan fUZld. and aorreapondi.ng 

conectione made elHVbere in the :report. 

5. '!'b.• condition mentioned. in grant 01 wb.icb 1tatoa tha.t S!i.l"V'Qd.a,ya al:xntaf not uoee4 

mor• than ~ ot the tu.nc!.1 p:ov:ided. b7 RR.D! could. not be ad.hea.red to/ Be.mbantota )p. di rount in ng 
e.s ~he b&lllc prov.id.eel onl~ a veq small in tlw rog-.Lon of Ru.;o,ooo/- .only. >cteleted 
Thia prov161on was overlooked in order tc ensure the iamooth t'unotiomne of project) 

o'bjeotivee. 

6. Recom:nend.&Uowa have beeim noted. a.ncl. are "being impleme1~ted. 

7. Since many Villaeer1 were in rafugeee centrea,a. tew latr.ln.u had to be oon1truote4 

at these cent"s too taking into ooneidera t:.on tll.e rellli ti.ea of the Bi tua tion. 

8. ':'he S\l't>--OOntr&otod work W&.I C&rr1ud.-Out ·oii tb t:.e knowledge a.nd ccnau.r::-imoe o!* 'U'liiJ 

OS JI.id cieaion. 

/ 
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9. There a.re pmrall,y a tew 8i tuaticna •:here 11 prio1ns analy•5ia ia not carried-out. 

E.g. -

a} 4 select.ct branded. product is ~chased f".ror.i the manu.tacti.ll'e:r or an a.gent 

at a atazMla.rd price. 

b) ?>~uwr pu.rchaeee be1ne effected at Villa&e level troc an nva.ila~.l• ao..:roe. 

It me.;y 'be p0esible to re~ate the 1tecs q,uotctd in your report to eimila.:r eituationa 

it details aze ezaminad.. 

10. A.a an apprond Oba.ritablt Institution, ve wi:::-e e:r.ampted. from :E:PF u.pto 18t .&.pril 1991•) 

(Vide pap 81 ot b.a.nd book on underatandint La'bour Lawa publ.iahed by the Pin..iatry of') 
finding 

Labour in 1988) • Copy &ttaohed. )deleted 

We have al&o been pqing ~ to our employeom for acVer&l YHZS nov. ) 

, 4• ':'be ~ueetione4 costs included a.re not d•scribod 1n detail for us to OOCDent. 
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