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Attached are five copies of an Agency-contracted audit of the grant to the 
Government of Kenya under the Institutional Development for Agricultural
Training (IDAT) Project, No. 615-0239. The accounting firm of KPMG Peat 
Marwick, Nairobi, Kenya, performed the audit. 

The purpose of the IDAT Project was to strengthen the areas of curriculum 
c.ntent and structure, administrative operations, staff and faculty 
development, and edcational materials at Egerton University.
Implementation of ths., reforms was to occur through Egerton University
assisted by the University of Illinois under a host country In acontract. 
project agreement with the Government of Kenya, signed on August 27, 1986, 
and to be completed on March 31, 1994, USAID/Kenya was to provide $7.2 
million during the life of the project. The Government of Kenya was required 
to provide not less than the equivalent of $14,041,700 in resources for the 
project, including costs borne on an "in-kind" basis. 

The audit objective was to examine the project's Fund Accountability
Statement (referred to as Statement) and express an opinion as to whether 
the Statement presents fairly the use of funds in accordance with the grant
agreement. To answer the audit objective, the auditors were to consider the 
auditee's internal control structure to determine the auditing procedures 
necessary for expressing an opinion on the Statement. The auditors were 
required to report on significant internal control deficiencies. As part of 
obtaining reasonable assurance about whether the Statement was free of 
material misstatement, the auditors were required to test the auditee's 
compliance with the terms of the grant agreement and report on any
identified material instances of noncompliance. The audit covered 
expenditures claimed from USAID/Kenya of $243,411 for the period August 
27, 1986, to June 22, 1993. 
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The auditors issued a qualified opinion on the Statement since the audit identified $19,722 
in questioned costs, of which $15,105 were ineligible per the terms of the grant agreement 
and $4,617 were unsupported. 

INELIGIBLE COSTS 

The auditors selected an audit sample of $95,065 which constituted approximately 39 percent
of the audit universe of $243,411. The audit identified an initial advance of $3,725 for 
administration expenses as an ineligible cost. The audit also identified $11,380 as an 
ineligible cost for duplicate reimbursement of equipment purchased. 

UNSUPPORTED COSTS 

From the audit sample as discussed above, the auditors identified $4,617 as unsupported 
costs. This amount consisted of $3,738 of advances to staff that lacked sufficient liquidation
documents and $879 of payments that did not have adequate supporting documentation. 

INTERNAL CONTROL STRUCTURE 

The auditors reported significant weaknesses in the auditee's internal control environment 
and procedures. Egerton University did not have a system to ensure that reimbursement 
claims to USAID/Kenya were reviewed and authorized by a senior management official,
that expense advances to staff were liquidated on a timely basis, and that reimbarsement 
claims submitted to USAID/Kenya included details of utilization of expense advance. 
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The draft report was submitted to USAID/Kenya and Egerton University for comments. 
Egerton University and USAID/Kenya's comments to the drat report are included as 
Appendix I and II, respectively. Egerton University and USAID/Kenya generally agreed 
with the audit findings and recommendations. 

The auditors made recommendations to address all the questioned costs and weaknesses in 
internal control issues reported above. We are including the following recommendations 
in the Office of the Inspector General's audit recommendation follow-up system. 

Recommendation No. 1: We recommend that USAID/Kenya determine the 
allowability of and recover as appropriate from the Government of Kenya's Egerton 
University questioned ineligible costs of Ksh. 330,563 ($15,105). 

Recommendation No. 2: We recommend that USAID/Kenya determine the 
allowability of and recover as appropriate from the Government of Kenya's Egerton 
Universit: questioned unsupported costs of Ksh. 98,307 ($4,617). 

Recommendation No. 3: We recommend that USAID/Kenya obtain from the 
Government of Kenya's Egerton University a plan to improve its internal control 
structure which would include: 

3.1 	 ensuring that reimbursement claims to USAID/Kenya are reviewed and 

authorized by a senior management official; 

3.2 	 ensuring that expense advances to staff are liquidated on a timely basis; and 

3.3 	 ensuring that reimbursement claims submitted to USAID/Kenya include 
details of utilization of expense advances. 

We consider all recommendations to be unresolved. Recommendations No. 1 and 2 will be 
resolved when the Mission makes a final determination as to the allowability of the 
questioned amounts. The recommendations will be closed when the Mission takes action 
appropriate to the determination. Recommendation 3 will be resolved when RIG/A/N 
receives an acceptable plan for corrective action. The recommendation will be closed upon 
implementation of the corrective action. Please respond to this report within 30 days 
indicating action planned or already taken to implement the recommendations. 

Thank you for the cooperation extended to KPMG Peat Marwick auditors and the Regional 
Inspector General for Audit representatives during the audit. 

Attachments: a/s 
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BACKGROUND
 

1.1 	 The purpose of the Kenya Institutional Development for
 
Agricultural Training (IDAT) -roject is to strengthen tne
 
areas of curriculum content and structure, 3.1nmistrative
 
ooerations, staff anc faculty aevelooment, and ecuca-ional
 
materials at Egerton University (EU), wnich alms to insure
 
EU's preeminence as an agricultural education institution of
 
excellence in training practically-oriented agricultural
 
manpower for Kenya and Africa. Specifically, the project will
 
result in:
 

-tne 2rov~s'on tc gracazes of the knowlecge ana skills

eeded to meet !-'e recri'ements of tne agricultural
 

puolic and private sectors;
 

the improvement of the administrative and management
 
operations through the computerization of the financial
 
and data management systems at EU;
 

the upgrading of the skills of EU faculty to meet tne
 
more advanced teaching and research requirements of
 
university degree programs;
 

the improved abtity of EU to reach the surrounc,7g
 
communities through an Agricultural Resource Center and
 
Rural Development Laeoratories;
 

the development of a national and regional capacity to
 
offer Crop Management Research Training (CMRT) on a
 
sustainable and continuous basis for Kenya and regional
 
participating countries, which will increase the
 
quality, relevance and effectiveness of adaptive
 
research through training and collaborative research.
 

Implementation of these reforms is to occur through EU
 
assisted by the University of illinois under a iost country
 
contract. EU is responsible for establishing a curriculum
 
review structure that includes new External Departmental
 
Advisory Committees and the appointment of external public and
 
private sector representatives to the Curriculum Monitoring
 
and Advisory Committee. EU is also responsible for selecting
 
staff for training, payment of international travel costs and
 
partial staff salaries curing training, and for ensuring that
 
staff who receive degree training remain at the university for
 
five years following completion of training. EU is required to
 
prepare documentation for procurement of project commodities,
 
clear imported commodities through customs, transport all
 
commodities purchased in-country and overseas to the
 
University, to install equiment where necessary, and to
 
provide for operation and maintenance. EU is also required to
 
establish a research fund to finance research by the
 
university faculty and visiting faculty and scholars.
 



USAID/Kenya is to provide $7.2 million during the life of the
 

project. The Government of Kenya ((OK, the Grantee) is
 

required to provide resources for the project of not less than
 

the equivalent of US$14,041,700, including costs borne on an
 

"in-kind" basis. US$1.6 million of grant funas is to be used
 

for implementation of the CMRT Component of the Project. The
 

project agreement was signed on August 27, 1985 and is to be
 

completed on March 31, 1994.
 

1.2 Audit Obiectives
 

Peat Marwick was contracted, under its Indefinite Quantity
 

Contract (NO.523-000-1-00-2005-00), to perform an Agency

urcer IDT Zroet Grant No.515-
Conractec aucat of GOK/EU 


0239 in accordance witn generally accedted audi7ing stancards
 

and the U.S. Comztroller General's "Government Auditing
 

standards" (1933 Revision). The principal objective was 
to
 

determine whether disbursements by the auci-tee are acequately
 

supported in accordance with the provisions of the Grant and
 

are allowable, allocable and reasonable.
 

With respect to the costs claimed, the objectives of the
 

engagement were to:
 

- audit the GOK/EU IDAT project Fund Accountability 

Statement and express an opinion as to whether the Fund
 

Accountability Statement presents fairly, in all
 

material respects and in conformity with the basis of
 

accounting described in the report, the use of funds in
 

accordance with the Grant agreement;
 

- consider the GOK/EU IDAT project's internal control 

structure in order to determine the auditing procedures 

for the purpose of expressing an opinion on the Fund 

Accountability Statement and to report on significant 

internal control aeficiencies and material weaknesses;
 
and
 

- test the GOK/EU IOAT project's compliance with the terms 

of the Grant agreement, as part of obtaining reasonable
 

assurance about whether the Fund Accountability
 

statement is free from material misstatement, and report
 

on any identified material instances of ron-compliance.
 

In addition, Peat Marwick was requested to review and report
 

on the following aspects of the Grant:
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whether co-operating country resources for the DiflKj,.c.
 
are being made avai laole and are being properly uti 1I~o
 
as specified in tne Grant Agreement and pr,'c.'
 
implementation letters or as otherwise mutually a>---,
 
between USAID/Kenya arc the CK,/EU;
 

whether there is adequate accounting for disburse>r!',-. 
of Grant funds and commoc' ties purcrased unjer t e 

Grant; 

whether the internal control structure recommeril,, ,
 

the consultancy firm of Price Waterhouse has been
 
implemented and is operating effectively; and
 

- hether construction work is being cerform, ;
 

accorcance witn tihe Grant Agreement.
 

1.3 Audit Scope
 

The scope of our audit is set out below.
 

(a) Audit Report on the Fund Accountability Statement
 

Our audit report covers costs claimed by GOK/EU under
 
the Grant. Direct reimbursement by USAID/Kenya to thi rd
 

' party contractors are excluded from the scope of ['-


audit. Total amounts claimed by GCK/EU from USA]D/'Fi.,
 
amounted to US$243,411 of which Peat Marwick has
 
US$95,065.
 

(b) Audit Repot on the Internal Control Strucuture
 

The audit reviewed the internal control stic...
 
relevant to the recording of receipts and disburs,,
 

by GOK/EU under the GranK.
 

(c) Audit Report on 30K/EU's Compliance with the Grant
 

The audit report covers only GOK/EU's compliance in
 
respect of the Fund Accountability Statement under the
 
Grant.
 

1.4 Restrictions on Audit Sco.
 

Within the parameters stated below, there were no restrict iuns
 

on our audit scope with the exception that we have not
 
complied with Government Audi.ting Standard 3.46 regarding
 
external quality control review. We do not however believe
 
that this scope limitation had an adverse effect on our audit.
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1.5 Audit Methodoloqy
 

Peat Marwick conducted an initial survey of the accounting
 
records of GOK/EU from June 28, 1993 to July 9, 1993, at which
 
time the selection of transactions for detailed testing was
 
completed. Peat Marwick subsequently prepared its audit worK
 
program for aooroval by RIG/A/N, secured approval and
 
performed the field work from September 5, 1993 to September
 
17, 1993.
 

The principal audit steps performed included:
 

- a review of the terms and conditions of the Grant, 
a~pl-cacle standard provisions and regulatons anc other 
project documents as deemed necessary; 

- a review of GCK/EU's internal control structure in order 
to assess the GK/EU's significant internal control 
policies and procedures, and the adequacy of GOK/EU's 
accounting system and internal controls; 

- performance of detailed compliance procedures to 
evaluate GOK/EU's compliance with the Grant; 

- performance of audit procedures to obtain reasonable 
assurance of detecting errors, irregularities and
 
illegal acts, as dfined byAICPA Statements of Auditing
 
Standards 53 and 54;
 

- tes:ing of receipt and d.sbursement transactions from 
the Fund Accountability Statement to determine the 
extent of non-compliance, unallowable or unallocable 
expenses and the effectiveness of internal controls. 

1.6 Summary of Audit Results
 

1.6.1 Audit report on the Fund Accountability Statement
 

Our audit report on the Fund Accountability Statement is
 
set out in section 2. Our audit report states that the
 
Statement is fairly stated with the exception of
 
questioned costs of US$19,722.
 

1.6.2 Review of GOK/EU's internal control structure
 

Our review of GOK/EU's internal control structure is set
 
out in section 3. Our report notes three reportable
 
conditions concerning review of reimbursement claims
 
submitted to USAID/Kenya, the timely liquidation of
 
expense advances, and the inclusion of expense advances
 
rather than liquidation documents on reimbursement
 
claims submitted to USAID/Kenya.
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1.6.3 Review of compliance with the Grant
 

Our review of GOK/EU's compliance with the Grant is set
 

out in section 4. Our report indicates that GOK/EU
 

complied, in all material respects witn tne provisions
 

referred to above.
 

1.6.4 Review of the status of co-operating country resources
 

Our review of the status of cooperating country
 

resources is set out in section 5. Our review indicates
 

that 3K,/EU is making available and utilising co

operating country resources in accordance wi:h the
 

requiremen:s of .ne Grant.
 

1.6.5 Review of the status of implementation of the internal
 

control structure recconmended by Price Waterhouse
 

Consultants
 

Our review of the status of implementation of the
 

internal control structure recommended by Price
 
Waterhouse is set out in section 6.
 

1.6.6 Review of the status of construction work funded by
 

USAID/Kenya
 

Our review of the status of construction work funded by
 

USA:D/Kenya is set out in section 7. Our review
 

ind-iates that construction work has oeen carried out in
 
accordance with construction contracts.
 

1.6.7 Review of the accounting for commodities purchased under 
the Grant 

Our review of the accounting for commodities purchased 

under the Grant is set out in section 8. Our report 
indicates that commodities purchased are satisfactorily 
accounted for. 
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1.7 Sunmary of Recommendations
 

A summary of our recommendations is set out below.
 

Recommendation Paaqe
 

No. No.
 

USAID/Kenya to determine the 1 12
 
allowability of questioned
 
(ineligible) costs of US$3,725
 
(KShs.68,250)
 

USAID/Kenya to request GOK/EU 2 12
 
to reimburse questioned
 
(ineligible) costs of US$11,380
 
(KShs.262,313)
 

USAID/Kenya to determine
 
the allowability of questioneu 3 13
 
(unsupported) costs of US$4,617
 
(KShs.98,307)
 

GOK/EU to ensure that reimbursement 4 17
 
claims to USAID/Kenya are adequately
 
reviewed and authorized by an
 
appropriate member of senior
 
management
 

GOK/EU to ensure that advances for 5 17
 
expenses to be incurred by staff
 
are liquidated on a timely basis
 

GOK/EU to include details of the 6 18
 
utilisation of expense advance on
 
reimbursement claims submitted
 
to USAID/Kenya
 

1.8 Summnary of GOK/EU Comments
 

GOK/EU's response to our draft report is included in Appendix 
I to this report. In general, GOK/EU concur with our 
recommendat ions. 

1.9 Summary of USAID/Kenya Management Comments
 

USAID/Kenya's response to our draft report is included in
 
Appendix II to this report. USAID/Kenya concur with our
 
recommendations.
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Nairoo Kenva Telegrams Ventalem Narobi 

Kenya 

2. 	 AGENCY CONTRACTED AUDIT OF THE GOVERNMENT OF 
KENYA/EGERTON UNIVERSITY (GOK/EU) UNDER THE INSTITUTICOW'L 

DEVELOPMENT 	 FOR AGRICULTURAL TRAINING (IDAT) 
PROJECT NO0. 615--0239 

INDEPENDENT AUDITOR'S REPRT ON THE 
FUND ACCCUNTABILITY STATEMENT 

We have aud' ted the Fund Accountability Statement of GOK/EU's IDAT project
 
for tne period August 27, 1986 to June 22, 1993. This financial statement
 
is the 	 responsibility of GOK/EU. Our responsibility is to express an 
opinion on this financial statement based on our audit.
 

We conducted our audit in accordance with generally accepted 'uditing
 
standards and the Government Auditing Standards (1988 Revision) issued by
 
the Comptroller Gereral c( the United States with the exception that we
 
did not comply with Government Auditing Standard Section 3.46 regarding
 
external quality control review. These standards require that we plan and
 
perform the audit to obtain reasonable assurare about whether the
 
financial statemrent is free of material misstatement. An audit incluces
 
examining, on a test basis, evidence supporting the anxunts and
 
disclosures in the financial statement. An audit also assesses the
 
accounting principles used and significant estimates made by the
 
management, as well as evaluating the overall financial statement
 
presentation. We believe that our audit provides a reasonable basis for
 
our opinion.
 

The Fund Accountability Statement was prepared on a cash receipts and
 
payments basis which is a comorehensive basis of accounting other than
 
generally accepted accounting principles.
 

In our opinion, the Fund Accountability Statement of the IDAT project for
 
the period August 27, 1986 to June 22, 1993 is fairly stated on the above
 
accounting basis with the exception of questioned costs of US$19,722.
 
Details of the questioned costs are set out in section 2.2 of this report.
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KPMG Peat Marwick 

Financial 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. This report is intended solely for the
 

information of GOK/EU and the Agency for International Development but
 

this is not intended to limit the distribution of the report, if a matter
 

of public record.
 

CERTIFIED PUBLIC ACCOUNTANTS
 

NAICSI. 

11Date: 1-7, 




2.1 Fund Accountability Statement of GOK/Ej under USAID/Kenya
 
Proiect No.615-0239 for the period August 27, 1986
 

to June 22, 1993
 

Note US$ KShs
 

Revenues 2
 

Expenditure claims
 
reimbursed by USAID/Kenya 243,411 5,315,928
 

Expenditures 3
 

Research/outreach activities 243,411 5,315,928
 

Unexpended Funds 4 - 

2.1.1 Notes to the Statement
 

1. Basis of Accounting
 

The Fund Accountability Statement is prepared on
 
a cash receipts and payments basis. As noted in
 
notes 2 and 3 below, revenues and expenditures
 
are recorded when cash is physically received or
 
expenaed.
 

2. Revenues
 

Revenues represent amounts reimbursed directly by
 
USAID/Kenya to GOK/EU. They exclude 9rants from
 
other donors, and other sources of income.
 

3. Expenditures
 

Expenditures represent. payments made by GOK/EU
 
for costs incurred under the Grant.
 

4. Unexpended Funds
 

As USAID/Kenya funds GOK/EU on a reimbursement
 

claim basis, there are no unexpended funds.
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2.2 Fund Accountability Statement of GOK/EJ under USAID/Kenya 

Proiect No.615-0239 for the period August 27, 1986 

to June 22, 1993 - Questioned Costs 

Total 
costs 
claimed 
Us$ 

Costs 
Recoamended 
for 
Acceptance 

US$ 

- Questioned Costs -
Un-

Ineligible supported 
Costs Costs 

US$ US$ 
Reference 

Research/ 
outreach 
activities 243,411 223,689 15,105 4,617 2.3 

19,722 
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2.3 	 Expenditures
 

Expenditures represent payments for research and outreach
 
activities under the Grant.
 

Verification
 

1. 	 For -. sample of payments by GOK/EU reimbursed by
 
USAID/Kenya under the Grant, we performed the following
 
work:
 

-	 ensured that the payment was authorized;
 

- ensured that the payment was adequately supported 
by originating third party documentation; 

-	 ensured that the payment was for cur~oses 
relevant to the Grant and was allowable, 
allocable and reasonable. 

2. 	 For personnel costs incurred and reimbursed, we ensured
 
that the costs were authcrized and agreed to personnel
 
terms of employment.
 

Results
 

1. 	 Total questioned ineligible costs amounted to US$15,105
 
(KShs.330,563). An analysis of this amount is as
 
follows:-


US$ KShs
 

10% of the initial advance
 
by USAID/Kenya to GOK/EU,
 
claimed to cover GOK/EU
 
administration expenses 3,725 68,250
 

Purchase of equipment
 
claimed twice in the same
 
reimbursement claim 	 11,380 262,313
 

15,105 330,563
 

A detailed analysis of the above is given in Exhibit I.
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2. Total questioned (unsupported) costs amounted to
 
US.$4,617 (KShs.98,307). An analysis of this amount is
 

as follows:-


US.$ KShs
 

Payments lacking suporting
 

cocuments 879 17,307
 

Staff advances claimed but
 
lacking sufficient liquidation
 

documents 3,738 81,000
 

4,517 93,307
 

For a detailed analysis of the above by voucher number,
 

see Exhibit I.
 

Recommendation No.1
 

We recommend that USAID/Kenya should make a determination as to the
 

allowability of US$3,725 (KShs.68,250) claimed as an advance to
 

cover administration expenditure and, if deternined to be not
 

allowable uncer the Grant, request the GOK/EU to reimburse.
 

GOK/EU Cormen ts
 

GCK/EU concur with this recommendation. It is, however, the
 

understand'ng of GDK/EU that the issue was discussed and agreed
 

between the Head of USAID/Kenya Agriculture Department and the
 

Deouty Vice-Chancellor for Research at GOK/EU. GOK/EU consider that
 

the fact tnat the advance was actually approved and paid to cover
 

administration eiDenses implies acceptance of the cost by USAID/
 

Kenya. O K/EU advise that there is no documentation to succort the
 
cim.
 

Reocnmendation No.2
 

We reco;-mend that USAID/Kenya should request GOK/EU to reimburse
 

US$11,SO (KShs.252,313), Dering the cost of eauipment purchased
 

claimec twice on the same reimbursement claim.
 

GOK/EU Comments
 

GOK/EU concur with this recommencation. GOK/EU has put in place an
 

internal system of accountability to guard against the recurrence of
 

double reimoursement.
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Recommendation No.3
 

We recommend that USAID/Kenya should request GOK/EU to provice 
supporting documentation for unsupported expenditures of US$4,617 
(US$379 plus US$3,738, equivalent to KShs.98,307). If GOK/EU is 
unable to provide adequate supporting thirC party documentation, 
USAID/Kenya should request GOK/EU to reimburse. 

GK/EU Commients
 

GOK/EU concur with this recommendation. GOK/EU advise that the
 
relevant staff will be requested to provide original supporting
 
documentation. If the documentation is not forthcoming, the amounts
 
not supported will be recovered from the relevant staff memoer.
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Certified Pubic Accountants 

Offtica aaoress Postal adoress Telenoe 2 
£Doee Insaarre r-cnarxe P 0 Box 40612 TeleA 2507: J',"-
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3. 	 AGENCY CONTRACTED AUDIT OF THE GOVERNMENT OF
 
KENYA (GOK) UNDER THE INSTITUTIONAL DEVELCPMENT
 

FCR THE AGRICULTURAL TRAINING (IDAT) PROJECT
 
NO. 515-0239
 

INDEPENDENT AUDITCW'S REPORT
 
ON THE INTERNAL CONTROL STRUCTURE
 

W, ,a.e audi ted the Pund Accoun:ail1 ty Statement of GOK/EU's IDAT prolect 
for tne crerizd Auzust 27, 193-. to June 22, 1993 and have issued our re.ort 
theremn ca-ec September 17, 1993.
 

We concucted our audit in accordance with generally accepted auditing
 
standards and the Government Auditing Standards (1988 Revision) issued by 
the Comptrol',:r General of the Urited States. These standards requr're 
that we plan and perform the audit to octain reasonable assurance loo, i t 
whether the financial statement is free from material misstatemer, 

In planninc and performing our audit of the financial statement of the
 
IDAT project we considered the GOK/EU's internal control structure in
 
order to determine our auditing procedures for the purpose of expressing
 
our opinion on the financial statement and not to provide assurance on the
 
internal control structure.
 

The OK/EU is resconsible for establishing and maintaining an in> I
 

control structure. In fulfilling this responsibility, estimates arid
 
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 thaL the assets are safeowuJrerl 
against lcss from unautnorized use or disposition, and that trans cc.; c, 
are eyecuted in accordance with management's authorization and recorded 
prcoeriy to ,ermit the preparation of financial statements in accordar,ce 
w-th generaily accepted accounting principles. Because of inherent 
limitations in any internal control structure, errors or irregular"ities
 
may nevertheless occur and not be aetected. Also, projection of any
 
evaluation of the structure to future periods is subject to the risk that
 
procedures 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 have classified the significant
 
internal control structure policies and procedures in the following
 
categories:
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KPMG Peat MarwAlk 

- Controls over disbursements.
 

- Controls over preparation of reimbursement claims. 

- Controls over cash management.
 

- Controls over recording and safekeeping of assets and commodities 

purchased under tne Grant. 

For all the internal control structure categories listed aDove, we
 

cbtained an understanding of the design of relevant policies and
 

procedures and whether they have been placed in operation, and we assessed
 

control risk.
 

We nctec cer-an maters involving :ne internal control szructure aria its
 

operation that we consider to be -eportable conciions u-cer stancards
 

institute of Cer-,fied Puclic Accountants.
estalished by tne Azierican 

attention relating to
Recortanle conditions involve matters cming to our 


significant deficiencies in the design or operation of tne -internal
 

control structure that, in our judgement, could adversely affect the
 

entity's ability to record, process, summarize, and report financial data
 
statements.
consistent with the assertions of management in the financial 
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A description of reportable conditions is set out on pages 


immediately following this report.
 

A material weakness is a reportable condition in which the design or
 

operation of the specific internal control structure element does not
 

the risk that errors or irregularities in
reduce to a relatively low level 

that would be material in relation to the financial statements
amounts 


being audited may occur 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 nrcessarily
 

in the internal control structure that might be
disclose all matters 

reportable conditions and, accordingly, would not necessarily disclose all
 

reportable conditions that are also considered to be material weaknesses
 

as defined above. However, we believe that the reportable conditions
 

noted on pages 17-18 are not material weaknesses.
 

Financial information contained in this report may be privileged. The
 

restrictions of 18 USC 1905 should be considered before any information is
 
is intended solely for the
released to the public. This report 


information of GDK/EU and the U.S. Agency for International Development
 

but this is not intended to limit the distribution of the report, if a
 

matter of public record.
 

CERTIFIED PUBLIC ACCOUNTANTS
 

NAIROBI
 

Date: C 
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3.1 Introduction
 

3.1.1 Definition
 

American Institute of Certified Public Accountants (AICPA)
 
Codification of Auditing Standards, section 319, defines an
 
organization's internal control structure as consisting of the
 
policies and proceaures established to provide reasonable
 
assurance that a specific entity's objectives will be
 
achieved. The internal control structure is composed of three
 
elements:
 

- the control environment;
 

- the acsounting system;
 

- control procedures.
 

The control environment reflects the overall attitude,
 

awareness and actions of management. The accounting system
 
consists of methods and records established to identify,
 
assemble, analyze, classify, record and report transactions.
 
Control procedures are those policies and procedures in
 
addition to the control environment and accounting system that
 
management has established to safeguard the organization's
 
resources.
 

We have classified the internal control structure of GOK/EU's
 

IDAT project on a functional basis, relating to the
 
administra;tion of the Grant as follows:

-
 controls over disbursements;
 

- controls over preparation of reimbursement claims;
 

- controls over cash management;
 

- controls over recording and safekeeping of assets and 

commodities purchased under the Grant. 
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3.2 	 Findings
 

3.2.1 	Authorization of reimbursement claims prior to submission
 

to USAID/Kenya
 

Observation
 

As noted in section 2.3, it was noted that reimbursement
 

claims submitted to USAID/Kenya contained the following
 

errors:
 

-	 duplication of expenditures claimed;
 

-	 claims for items potentially ineligibieunder the Grant. 

Recommendation No.4 

should ensure that reimbursement
 

claims are adequately reviewed and authorized by an
 

appropriate official of Egerton University senior management
 

prior 	to submission to USAID/ Kenya.
 

We recommend that GJK/EU 


GOK/EU Comment
 

GOK/EU concur with this recommendation. GOK/EU has put in
 

place an internal control mechanism that will ensure that
 

prior to submission of claims to USAID/Kenya, an officer at
 

the level of Deputy Vice Chancellor will be required to
 

personally endorse the claim.
 

3.2.2 	Liquidation of expense advances to Egerton University staff
 

Observation
 

As noted in section 2.3, several advances to staff claimed on
 

reimbursement claims submitted to USAID/Kenya were not
 
adequately liquidated by third party documentation supporting
 

the use of the advances.
 

Recommendation No.5
 

We recommend that GOK/EU should ensure that advances for 

expenses to be incurred by Egerton University staff should be 

liquidated by submission of third party payment documents on 

a timely basis. 

GOK/EU Comment 

GOK/EU currently require that surrender/liquidation of any 
done within 10 days of the officer's
imprests/advances is 


return to station. Failure to adhere to this regulation
 

empowers GOK/EU to recover the advance in full from the
 

officer's salary and credit the relevant account accordingly,
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Recommendation No.6
 

We recommend that GOK/EU should include details of the
 

utilization of the expense advance on the reimbursement claim
 
submitted to USAIO/Kenya, rather than claiming for the expense
 
advance.
 

GOAK/EU Comment
 

The University concurs with this recommendation and will
 
adhere to the recommendation in its future dealings with
 

USAID/Kenya. All details of the utilization of the expense
 
advance will be included on the reimbursement clam prior to
 
submission to USAID/Kenya.
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KPMG 	 Peat Marwick
 
Certified Public Accountants 

D!ce aacress Posta; acoress Teecrone 222862 
JJee nsuare Excnarxge 0 So. 40612 Teex 25074 PMMNBI 
taama .gira Street Naroc 	 Tee,ax 254-2- 215695 

NarCo Nen,,a 	 Teiegrarms Veritatem Nairobi 
Kenya 

4. 	 AGENCY CONTRACTED AUDIT OF THE GOVERNt'MENT OF
 
KENYA (GOK) UNDER THE INSTITUTIONAL DEVELCPENT
 

FOR 	 AGRICULTURAL TRAINING (IDAT) PROJECT 
NO. 615-0239 

INDEPENDENT AUDITCRS REPORT CN GK/-'s 
COMPLIANCE WITH THE GRANT AGREENENT 

We have audited the Fund 4ccountacii,\v Statement of zne C-OK/EU's IDAT
 
project for tne perioc August 27, .9S6 to June 22, 1993 and have issued
 
our report thereon datec Seotemcer '7, 1993.
 

We conducted our audit in accordance with generally accepted auditing 
standards and The Government -uditing Standards (198S Revision) issued by 
the Comptroller General of the United States. These standards require 
that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statement is free of material misstatement. 

Ccnpliance with the Grant is the responsibility of GOK/EU. As part of
 
obtaining reasonable assurance about whether the financial statement 
is 
free of material misstatement, we performed tests of 0OK/EU's compliance 
with certaln provisions of the Grant. However, the objective of our audit 
was not to provide an opinion on overall compliance with such provisions.
 
Accordingly, we do not express such an opinion.
 

The results of our tests indicate trat, with respect to the items tested,
 
GOK/EU complied, in all material resoects, with the provisions referred to
 
in the preceding paragraphs. With respect to items not tested, nothing
 
came to our attention that caused us to believe that GOK/EU had not
 
complied, in all material respects, with those provisions.
 

Financial information contained in this report may be privileged. The
 
restrictions of IS USC 1905 snould be considered before any information is
 
released to 	 the public. This report is intended solely for the
 
information of 00K/E' .c the U.S. Agency for International Development 
but tnis is not inte'.;. to limit the distribution of the report, if a 
matter c' ,.olrc record. 

CERTIFIED PUBLIC ACCCJNTANTS
 

NAIROBI 

Date: Y" A K) te'13 
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5. 	 REVIEW OF THE STATUS OF CO-OPERATING COJNTRY RESWiRCES 

5.1 	 Background
 

The sixtn amendaccry agreement to the Grant agreement, dated
 

August 31, 1989, section 3.2 (b) states the following:

"3.2 (b) Co-ooeratrnc Country Resources for the proiect - the 

resources provided by the Grantee for the project wil be not 

less than the equivalent of US$14,041,700 including costs 
borne 	 on an in-kind basis. This represents 60% of total 
project costs".
 

5.2 	 Scope of Peat Marwick's review of the status of co-operatinq
 

country resources
 

As part of our auc-, rev.iew, Peat Marwick was requested to
 

perform the following work:-


Valicate whether co-ooerating country resources for the
 

project are being made available and are being properly
 

ut 1 zed as specified in the Grant agreement and project
 

imp'-pentation letters or as otherwise mutually agreed
 

between USAID/Kenya and GOK/EU.
 

5.3 	 Work performed
 

5.3.1 	 Peat Marwick requested, and was provided with a schedule 
of co-operating country resources. The schedule is
 
included at Exhibit II.
 

5.3.2 Peat Marwick performed the following work:
 

-	 reviewed the make-up of the scnedule to ensure 
that the items included were reasonable;
 

-	 discussed the items shown as co-operating country 
resources v'th USAID/Kenya and GOK/EU management
 

to ensure that the items were relevant to the
 

objectives of the Grant;
 

-	 for a number of payments for construction work, 
verified the payments to certificates of work
 

performed and cash books;
 

- for co-operating country resources provided on an 
in-kind basis, we reviewed the assumptions behind 

the calculations to ensure that the calculations
 

were being adequately prepared.
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5.4 	 Results of review
 

5.4.1 	To date, GOK/EU has provided approximately US$13,700,000
 
in co-operating country resources against a Grant
 
requirement of US$14,041,700.
 

5.4.2 	In addition, GOK/EU has outstanding commitments for
 
uncompleted construction work amounting to US$6,730,211.
 

5.4.3 	In total therefore, GOK/EU will have made available and
 
utilised for purposes relevant to the objectives of the
 

Grant co-operating coun:ry resources of not less than
 
US$11,041,700 before the project agreement comoletion
 
Cate, March 31, 1294, anC accorQ;nqly, has complied wi th
 
the terms of tne Grant.
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6.~ REVIEW OF TlE STATUSK OF-' IMPLB'1ENTAT ION OF' THE INTERNAL C)TI~OL
 
SSTRUCTURE RECOMiMENDED BY: PRICE WATE~RI-*JE' ''
 

~Backgrouind 

Dutigteag-ing"the period Eerton Unvers y( a grwnfr 
a"Asma col ege To a ubanial inscitution, 'there'hav been> 
f e,,1 h} n - - ci nd dm-i n'Vtrat ive syst-ens,- --qe ,zto the- -f<inA 17 :,7- e - '- 7-

>structures, land ;personnel!- 'Th'e continuing expansion of the 
'~numb~er, of~ students"Kplaces "increasing" strains 'onrthose 

resources. EU managemient'jdentified thi's as 'ahigh priority 
' " ' item., and -in . , 'Pr-ice Waterhouse engaged by the1988 -was 

Agricultural Managemenit Project (AM~P) to carry out -a Needs 
Assessment of the EU's financial and administrative systenis. 
The Need's Assessment Report was issued inJanuary 1989. 

I : fEU reviewed "the ....report. . . .. .. .... ... ...........and identifiedi ' ...... that.. the. priority. .. ..... ariea 44
.... .... .. ..... . .... ) i .. ...... ...... "........ ." .... ........ 


i ! , ,p .,, ,, ,, : , :i, ,i !!~ i i ! ' i !b !i! , 4'4. 
'.7 t: d , :7. i i' ! !iJ i! ;:;: F ' :! ? :?i .. ! "'4' 

"~ 4Kfor action was the finance department. Before a detailed 
design> stage was undertaken, EU requested that Price 

"''44"'4-4 .; ! 'i . " : ; : qb :, ::" 1 !. -A" on :, framework';f~.Wa terhouse make recommendations *' the, ., , : for ,.r-e- ' ',4 ''44,4'K-. , <, ..i i i , . , : . ... , ... ,: , , 4' '-4structuring th'e finance department and its operations. EUi EIEt OF .HESATS O , MEHNAAON4 f4, THINENE .. CN3
 
approached AMP to fund thisAT4Eadditionalsuy AMPagedt
S TUEPR I'E4RE3NNEDED;BY-
do so and engaged Price Waterhouse to undertake it.
 

Theresltig rpor daedNovember 198 reviewed the then 
current situation in the finance department arnd outlined the
4"' 

'4 ~ critical areas where 'improvements were needed. It then -4 

'examined each of those areas and made recommendations on how 

the weakn~esses could be'overcome.'
 

~~'tat.4,prepared, e 4and agreed to 'design financial systems fit d ' '".ho'i44 
restructure the finance department of EU. Price Waterhouse 
was selected to undertake the assignment. 
 ' 

4.. , . . ..... . ... .. 
9 ,:d thew ew::t en: ::! :::.:'::: ; , 4444fi~i 

4n4nd 'h ot4n d :; :i 
l:: eeded ; : f :It ::, he :;;!: : ::i, :: 7:!'A 

,4~ r v m n . . .. . . A::,m 

4 : 4!, ;',! 

4' ......... . . 'A 4! :iiiiil 
i:! i ii i 

4 ''-' 

'-'4 "4' "A 4 ,',,



6.2 	 Scope of the Price Waterhouse (PW) assignment
 

The contract between EU and 2W sets out the scope for the
 
assignment as follows:

- Examine the role of the finance deoar-ment in the 
operations of tne University and propose a restricting 
of its operations to limit its role to p-ocessing 
financial transactions and providing information to 
University management. Prooose anew organization chart 
for the finance cepartmenZ; 

Design an accounting system for the University winch 
wi 2 enatle infor7,azon to Ie presented either 
decartmentalIy or Dy vote items. The system design must 
ensure that accrued accounting information may be 
modified to show expenditure accounting for external 
reporting to the GDK; 

Design a system of internal control that will ensure the
 
integrity of the assets of the University and will
 
protect against waste and fraud of University resources;
 

Within the accounting system design, a system for prompt
 
payment of vouchers and expenditure claims will be
 
developed. This system will reflect a decentralized
 
budget and acproval authority in line with the
 
departmental approach for controlling budgets and
 
expenditures as recommended in the AMP report;
 

Examine the qualfica*ions and experience necessary to
 
fill the various posit*ions in the finance department and
 
make recommerdations for training or otherwise upgrading
 
the aualifications of the incumbents in existing
 
positions for filling new positions as proposed in the
 
restructured finance de-. ment".
 

6.3 	 Scope of Peat Marwick's review of the status of implementation
 
of PW's recommnendations
 

As part of our audit review, Peat Marwick was requested to
 
perform the following work:
 

to consider wnether the internal control structure
 
recommended by 2W has been implemented and is operating
 
effectively.
 

In addition, during discussions with USAID/Kenya personnel, we
 
were requested to review the PW recommendations to ensure that
 
they are actionable and if not, to detail the reasons.
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6.4 Summary of the key reccmendations made by 2W
 

From a review of the PW report and discussions witn Ci ki..U 

senior management, we consider that the following SnOlUIN nC 

regarded as the key recommendations:

6.4.1 Authority, accountability and responsibility
 

Inorder to improve overall financial management, ,t was 

recommended that authority, accountability arid 

responsibility within defined delegated limits be pccced 

in the hands of the providers of academic services.
 

6.4.2 Internal Audit
 

that the internal audit function 

and that a Chief
 

PW recommenced -e
 

divorced from the finance function 


Internal Auditor be recruited to head the department.
 

6.4.3 The structure of the finance department
 

PW recommended that, in parallel with the decentrali-

zation of authority noted in 6.4.1 above, the functions
 

of the finance department be decentralized. Accordingly, 
a number of finance departnment
it was recommended that 


staff be transferred to the operating departments.
 

6.4.4 Computer Section
 

W recommended that the computer section of the finance
 

department need to recruit a qualified computer co

ordinator and an analyst/programmer.
 

6.4.5 Finance department staff training
 

PW recognised that there is a need to develop staff in
 

the current structure to meet the new demands of the
 

finance department. PW recommended that perso)nal
 
to b( established
development and training plans need 


for each member of staff following decisions concernirig
 

the position in which each staff member will hrc
 

employed. Training would address three areas:
 

- technical/professional training for finance and 

computer staff;
 

- specific training in the operation of the 

proposed systems; 

- general management and supervisory skills 

training. 
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6.4.6 Computer systems strategy
 

The major FY/ recommendations were as follows:
 

the current partially computerized applications
 

(i.e. Deotors and General Ledger) that were
 

developed in-house should be nhased out and
 

replaced by an accounting package sucn as
 

Omicron. The following target applications would
 

therefore be computerized using the Omicron
 

Financial Management Software:
 

- General Ledger
 
- Budgeting
 
- Debtors
 
- Creditors
 
- Fixed Assets
 
- Projects
 

the integration of the General Ledger systerr with
 
Debtors and
subsidiary ledgers (i.e. Payroll, 


(via journal vouchers)
Creditors) would be manual 

on a
since the applications would be processed 


stand-alone basis;
 

- since the current in-house developed applications 

will be replaced by a standard accounting 

application, the development of structured design
 

and programming methodologies would not be
 

necessary in tne short run;
 

- a Computer Coordinator should be recruited to be 

the financein-charge of the computer system in 

a degree in
department. He/she should have 


Computer Science and be experienced in the
 

implementation of accounting packages.
 

- the finance department should use the four 

existing stand-alone microcomputers (Keypro 286i) 

to support the core financial applications. One 
toadditional microcomputer would be required 


replace a computer on loan. The microcomputers
 

would need to be upgraded to at least 40 MB hard
 

disk storage capacity and 1 MB of memory;
 

- in the long term a PC based local area network 

(LAN) would be a suitable hardware platform to 

support the core financial systems of the finance 

department. A LAN was considered more suitable 

than a Multiuser Unix System or Minicomputer.
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6.4.7 Accounting Systems
 

PW recommended a comprehensive Universi t, .. 

accounting system, and cesignea a series of 'o 2 

procedures whicn ,ouic meet tre neeas of tne s'-s, . 

6.5 Status of implementation of recommendations
 

Before reviewing the status of implementations of te

it should be noted that th: scope for the assignment ' 

require PW to implement the recommendations in the re:,r , 

page 88. and .:.ediX X7: of the report, =' set out a screaule 

for emetat'on o te -e:c ecmemcat-c , 
that m'm.eme.taton of :.e -e-rt .eou* .z:re 

'
 of -r:;at Consu tacy :'me at a cost 3 S57; 

addit-on, --v es-matez tne cost of co,-;ou-er nac.
softwa-e re:,ired to meet tre long term cono-er 1'
 

recommencations would :e US'206,000.
 

It should be note-.' a " the P rert dcoes not ,.
 

delineation of res.nsibility for impleme-ting t e
 

recommendations. In effect, the repzrt assumes that te
 

conLracted consulting firm would be res-cnsbie for al
 
implementation issues. A weakness of this approach is that
 

there are a number of implementation issues which could be
 

addressed by EU in the absence of technical assistance. n 
fact, as can be seen below, EU nave taken the initw:!.
 

commence imolementation of various recommendation,' '
 

absence of further technical support.
 

The status of implementation of the principle recommendatl'i,
 
is as follows:

6.5.1 Authority, accountability and responsibility
 

EU, as part of the budgeting process, have now stoj. d 

delegating budgeting and payment authority to 
departmental level. in ciscussion with University 

management, one perceived problem with this delegal or 

of authority is that departmental heads are now tapino 
resporsibility for purchasing decisions which m, :i 

more optimally taken at University level. For 1,ex,:.He 
at University level it may be possinle to ootain better
 

discounts given the avallacility of tulk purchasiri .
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6.5.2 Internal Audit Function
 

PW recommended that the internal audit function should
 
be divorced from the f~nance oecartment. Internal audit
 
should be responsible -or internal cont-rol systems
 

testing ratner than acting as an author:zation check
 
over tra-sactions.
 

EU has now designated two internal audit staff to
 
perform oure internal audit work. From discussions with
 

the internal auait depar:ment, it acpears that tne work
 
of the -nze-nal aucit cezar-fment consistc of reaction
 
re;ports tc zerce..e. ':erral r.: a.-_.. 
campus , i ts. .t= uartment s not ocrformin; regular 
systems re.' ews. The remaining staff not reoes-znated 
as ,rternal aucgt staff zon-in.e to perform authcri-
Zation Qrocecures on transactions .,n tre fmnance 
departmemt.,~ tn the imrovec levels of professionalism
 

witnin 'he finance oecartiment and with the integral
 

controls in tne proccsec accounting systems designed by
 
PW, this authorization function of the internal audit
 
departnent should cease as an unnecessary level of
 
control within the system.
 

However, it was noted by EU management that approval may
 

be required from the GOK Auditor-General as this
 
internal audit role may be a required GOK procedure.
 

As part of the uo-grading of the internal audit
 
function, PW recommended that a Chief Internal Auditor
 
should be identified to head the department. In 

addition, audit assistants should be appraised and 
provided with relevant training. 

EU management advise that they have recently advertised
 
to recruit a qualified Chief Internal Auditor. However,
 
at t-he salary levels defined by the GCK/EU salary
 
structures, EU was unable to recruit an individual of
 
the required quality level.
 

Implementation of training schedules is discussed below
 

under the relevant section.
 

6.5.3 The structure of the finance department
 

The key recommendation by iW concerned the streamlining
 
of the finance department in parallel with the decentra
lization of authority to operating department level.
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At present, we are advised that the finance department
 
has designated finance clerks to operating departments
 
to assist in the preparation of budgets, and in the
 
purchasing and payment functions. At present, there is
 
one clerk for each two operating departments.
 

6.5.4 Computer Section
 

PW recommended that the computer section of the finance 
department should recruit a qualified computer co
ordinator and an analyst/programmer. EU has implemented 
the recommendation to the extent that they have
 
identified a suitable individual from within t-e
 
computer department to head the section. The individual
 
is being sent for further training to increase his
 
expertise in this field.
 

6.5.5 Finance department staff training
 

PW recommended that personal development and training 
plans need to be established for each member of staff
 
following decisions concerning the position in which
 
each staff member will be employed.
 

EU has recently set up a staff training committee which
 
will be responsible for designing and coordinating staff
 
training programs. EU management advise that staff
 
training will be operated on a cost sharing basis, with
 
the University paying for the courses, and staff paying
 
for their own travel and subsistence.
 

6.5.6 Computer systems strategy
 

PW's recommendations concerning computer systems
 
strategy are set out in section 6.4.6 above.
 

At present the strategy has not been implemented. The
 
impediments to implementation are as follows:-


PW recommended that the computerized applications
 
developed in-house (debtors and general ledger) be
 
phased out and replaced by an accounting package
 

software such as O]micron. The following additional
 
accounting functions would also be computerised;
 
budgeting, creditors, fixed assets and projects.
 

The key impediment to the above recommendation would
 
appear to be the lack of progress in implementing the
 
accounting systems designed by PW set out below.
 
Implementation of the computerized applications would go
 
hand in hand with the development of the accounting
 
documentation recommended.
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in addition, the computer software recommended above has
 

not been purchased due to lack of funds.
 

We are advised that EU, as part of the World Bank Kenyan
 

Universities program, is expecting to receive a number
 

of computers (make and type unidentified).
 

It is important for the EU to ensure that the computer
 

hardware being purchased by the World Bank is
 

satisfactory for the EU's needs. In particular, EU
 

should ensure that sufficient funds are set aside for
 

future maintenance and hardware ennancement.
 

A weakness of the 2,W! report is that PW oo not appear to
 

have considered a'ernatives to the Omicron accounting
 

package recommended. Before software implementation, EU
 

should commission an independent review of the software
 

alternatives available to ensure that the software
 

pturchased is the most appropriate for the needs of EU.
 

6.5.7 Accounting Systems
 

PW designed a comprehensive accounting system for the
 

University. This accounting system has not been
 

impler,-ented. We consider that the recommended
 

accounting system can be implemented by EU with support
 

from third party consultants. Given the comprehensive
 

nature of the recommended accounting system, -.
,hich would
 

require fundamental changes in the financial functions
 

in virtually all areas of the University's operations,
 

it is important that third party consultants are
 

contracted, who will be able to provide dedicated
 

resources to the assignment, and who are able to provide
 

an independent overview of the progress of the systems
 

implementation.
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7. REVIEW OF THE STATUS OF ONSTRUCTION WORK FUNDED BY USAID/KENYA
 

7.1 Background
 

USAID/Kenya committed US$1.6 million of the Grant funds to be
 

used for the construction of physical facilities for the Crop
 

Management Research Training (CMRT) component of the project.
 

An agreement was entered into between EU and Chania Builders
 

limited on 13th December, 1990 for the erection, completion
 

and maintenance of a three storey hostel block with a lower
 

ground floor, a single storey kitchen and associated external
 

works and services for a contract sum of KShs.57,900,000
 

(US$2,517,391).
 

USAID/Kenya was to fund 53.5% of the construction cos:s up to
 

a maximum of US$1.6 million.
 

7.2 Scope of work
 

As part of our audit review, Peat Marqick was requested by
 

USAID/Keny to verify that the construction work was being
 

performed in accordance with the terms of the construction
 

contract with Chania Builders Limited.
 

7.3 Results of Peat Marwick's review
 

A review of the construction work was performed in conjuction
 

with EU and USAID/Kenya engineers who were administratively in
 

charge of the construction work. From our review we consider
 

that the construction work was performed in accordance with
 

the construction contract.
 

The facilities were formally handed over to the University on
 

July 2, 1993.
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8. 	 REVIEW OF ACCOUNTING FOR COMMOOITIES PLJRCHASED UNDER THE GRANT 

8.1. 	 Scope of work
 

As part of our audit review, we were requested to ensure that
 
there was adequate accounting for commodities purchased under
 
the Grant.
 

8.2 	 Work performed
 

The following work was performed:
 

- we extracted details of all assets purchased under the
 
Grant; 

- we physically verified the exi;tence of the assets; 

- we ensured that the assets had been entered into Egerton 

University's books of account. 

8.3 	 Results of review
 

All assets purchased under the Grant were physically verified
 
and had been entered in the accounting records of the
 
University.
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EXHIBIT I
 

ANALYSIS OF CWJESTIONED COSTS
 

USAID 1034 


Narrative Date Reference 


1. Ineligible Costs
 

Administration
 
charges (EU) 8.12.88 615-0918 


Equipment purchase claimed twice on
 
same reimbursement claim
 

V'M scientific 
(Prof. Hauxweil) 11.12.90 261-50656 


2. Unsupported Costs
 

Payments lacking supporting
 
documents
 

Various Petrol
 
Stations 3.2.89 615-92128 


Stamps, postage
 
and envelopes
 
(Sands/Ongondo) 4.5.89 615-900434 


Shipping Soil
 
Samples:
 
(Hauxwell) 27.6.90 615-11688 


Staff expense not satisfactorily
 
liquidated
 

Various Petrol
 
Stations 17.4.89 615-92983 


Various Petrol
 
Stations 26.6.89 615-94445 


-do- 5.7.89 615-94445 


Polythene urine
 

collection,
 
bottles subjects
 
compensation and
 
semi-synthetic
 
liquid diet
 
(R. Lugogo) 5.90 615-11688 


KShs. 


68,250.00 


262.313.30 


753.00 


8,147.70 


8,406.75 

17,307.45 


5,000.00 


5,000.00 


5,000.00 


66,000.00 

81,000.00 

Exchange 

Rate US$ 

18.32 3,725 

23.05 

18.32 42 

18.20 448 

21.59 389 
879 

19.41 258 

20.82 240 

20.82 240 

22.00 3,000 
3,738 

TOTAL QUESTIONED COSTS 19,722 

http:81,000.00
http:66,000.00
http:5,000.00
http:5,000.00
http:5,000.00
http:17,307.45
http:8,406.75
http:8,147.70
http:262.313.30
http:68,250.00
http:11.12.90


EXHIBIT II 
Page 1 

USAID/KENYA - IDAT GRANT 

ANALYSIS OF GOK 0O-OPERATING COUNTRY RESOURCES 

Paid 
us$ 

(Equivalent 
of KShs.) 

Paid: 

Construction of physical facilities: 

(i) Still in progress (see Page 2) 

(ii) Completed (see Page 2) 

8,435,485 

2,895,629 

In kind contributions (see Page 3) 

Committed:; 

11,331,114 

2,397,450 

13,728,564 

us$ 

Construction of physical facilities (per Page 2) 6,730,213 



EXHIBIT II 
Page 2 

USAID/KENYA - IDAT GRANTS 

ANALYSIS OF OK CO-OPERATING COINTRY RESOURCES 

CONSTRUCTION WCRK 

Project 
No.___ Description- Payment Period 

Payments 
to date 
15.9.93 

US$ 

Outstanding 
Commitment 

US$ 

13 Physical Science 
Complex Aug.88 - Aug.91 3,798,187 2,216,667 

14 New Admin. 
Building Jul. 90 - Nov 90 242,993 1,220,890 

18 Faculty of Arts & 
Social Services Jun. 90 - Aug. 91 2,641,894 149,390 

19 

20 

Agro/orticulture 
Complex 

Education & 

Jun. 90 - June 91 681,297 1,584,881 

Human Resources Aug. 90 - Jun. 93 439,372 1,209,461 

15 Utafiti Hostels Dec. 90 - July 93 631,742 3-8,92 

8,435,485 , 

16 Student hostels, 
Labs & Classrooms Oct. 88 - May 92. 2,895,629 -



EXHIBIT II 
Page 3 

USAID/KENYA - iDAT GRANT 
GOK/EGERT, CONTRIBUTION TO IDAT 

Staff Time 
% of time 

Salary spent on 
Name Level Proiect Activities 

86/87 88/91 

KU Us$ US$ 

Prof. R. Musangi 11,928 20% 2,800 8,400 
Prof. C. Oryango 10,500 25% 3,100 9,300 
Mr. Alan Shibira 6,530 30% 2,300 7,000 
Mr. Paul 0;ada 4,650 10% 550 1,650 
Mr. Mainye 9,090 20% 2,150 6,500 

Supportive Staff 

Secretaries: 2 Secretaries - 9,500 28,300 
Drivers: 2Drivers - 3,500 10,600 
Clerks: 2 Clerks - 2,300 7,100 

Salaries of Staff in Training 
90,350 339,000 

Other Participant Costs 

International travel - 22,000 70,000 
Pre Departure costs - 4,800 7,250 
Support for participants families - 33,900 42,500 

Other Costs 

Clearance of commodities - 10,600 24,000 
Installation of equipment - 29,500 30,000 
Operation and maintenance - 35,000 105,000 
Office spate - 80,000 350,000 

Egerton Support for Contractor Staff 

Topping of Sabbatic salaries - 52,000 325,000 
International travel - 4,000 25,000 
In country costs (e.g. transportation 

per diem while 
on duty etc.) - 5,000 25,000 

Housing - 8,500 52,500 
Local medical costs - 4,000 25,000 
Research funds - 25,000 450,000 
Technical assistance - 4,000 13,500 

Total 4 1 962,600 



FROM EGERTON LNIVERSITY V.C'S. OFF PHONE No. 
 254 37 61527 
 APPENDIX ., PO. 

L7)0 1820/6 103 161032 

iQSX 538 
1'" t Kenya 

OFFICE OF THE VICE-CHANCELLOR 

PLAN/IDAT
 

Peat Mat-wick,
 

PO. Box 406]2,
 
NAIROBL.
 

(Arr:
?.. WOO/AH_.i
 

Dear Sir, 
-

REFz TDAT AETDI T
 
The UnIvurnity has reviewed the draft Audit report and notedthe contents therein.
 

Our cUMM~ry
Jommcnts/rew~rks 
with regard 
to your PQcoouendarlons
are enclosed for inclusion in your final report.
 

Yoirs faithfully,
 

PROF('S C.I KTPTOON 
VTCE-C HANCELLoR 

Encl.
 

JCK/ANS/rm 



- -

P0: 
U. C'S. OFF PHONE NO. : 254 37 61527

FROM EGERTON LlN I1,RSITY 

APPENDIX I
 

(Cont'd)
 

29/10/1993
 

AUDIT OF THE
ACF,NCY-CON'pACTED 

GOVERhNENT OF KFNYA UNDER THE 

DEV1LOMJENT FORINSTITUTIONAL 

AGRICULTURAL TRAINING PROJECT 

NO. 613-0239 

/" 



APPENDIX I
 

(Cont'd)
 

to audit querries 
by
 

Eerton Univerbity 
sui=ary response 


Peat Marwick are aB
hereunder.
 

(a) 	 FECO LNENOATION NO. I
 

recomnendation, however,
 concurs with thp Audirnr 
The 1rivcrSlLy 

issue Was
the University that the 
it Is; the undur-tanding of 


grcad between the chiet Agric. Division USAID and DVC(RE)
 
discussvd and 


advance was actually
The fet thar the

Ejerrnu University. 


to cover acministratton expenHes impliag acceptance
 
approvcd and paid 


no documentation.
 
of the cost by USAID. However, there is 


(b) RECOMXENDATION NO..2
 

Egerton concur2 with the ouditora rocommtnA~t~on. 
The University has
 

guard against
internal systam of accountability to 
putc in plic an 


rQcurrIn.Q of double reimbursement.
 

(c) RECOMHENDATION NO-. 3
 

StafC involved will be requested tr provide original 
support
 

in not forthcomingdocummentation. If the said docummentation 

the dffectcd ot3FF will be surcharEp. rn the meantime and in 

the interest of tron-paroency and Ancountabillry Fgerton Univeraity 

concurs with the Audironr recommendatluns.
 

follow

regards Mrs. R. Lugogo's project, the University has initiated
As 


up action with Mrs. R. Lugoso and the relevant offfices 
at Virginia
 

g^nuinosm or expenditure and

State University to establish the 

if possible the availability of original documents. 

in USA and mAy take longer to verify
Thin expcnditure voS incurred 


all the relevant details.
 

. /3
 



FROM: EGERTO UNI' ERSITY U.C'S.OF PHONE N. : 254 37 61527 
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NO. 4
(d) ECOYl_.XN DAT1ON 

internal control mechanism
 in place an 

Egecron Uuiverxity has 

put 
anof ulaivA to USAID, 

that will ensure that prlor.to suib3iison 

will be requred tv 
Vice Chancellurlevel (if Deputyat the!officc 

auditors
4e concur with the
clairM.
storge the
pt=r-o.nally 

subject matter.
reguards the 


rcnrrxicndAtion- as 


(B) RECOMMIENDATION NO. 5 

moment requires that surrender/liquidation
 Th DUnivcrsity 	at the 

of the Officer'sdon w4thin 10 	 days 

of any iwprexs/idvancAm Is 


to Lhis regulation Ampowerx
to adhere
Failure
etation.reCur;' to 

Offir.r's malary
In full trom the
the. advan.recover
the Univernity 	to 


relevant account accordingly.
and credit the 


(f) RECOK1,DATION NO. 6
 

and willrecommendationthe Auditorsconrurs withThe University 
i" its future dealings with 

to the rccrnimeadationadhere 

All detAils of the utilization of the expense advance 
USAID-Kerya. 


rlaim prior 	 toto submission
reimhurssmenLwill be inc:luded on the 


USAID.
 

http:prlor.to
http:ECOYl_.XN
http:U.C'S.OF
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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

U.S.A.I.D. MISSION TO KENYA 
UNITED STATES POSTAL ADDRESS INTERNATIONAL POSTAL ADDRESS 

US**AI MISSION TO KENYA• • BOX 201 POST OFFICE BOX 30261NAIROBI, KENYA 
APO NEW YORK, NEW YORK 09675 

November 3, 1993
 

Peat Marwick
 
Certified Public Accountants
 
P.O. Box 40612
 
Nairobi.
 

Re: 
 Response to a Draft Audit Report on Institutional Development

for Agricultural Training (IDAT) Project No. 
615-0239
 

Dear Ms. Anis Pringle:
 

USAID/Kenya has reviewed the subject audit report and hereby
concurs to recommendations 
1 - 6. We look forward to your

issuance of the final report as 
soon as possible.
 

Recommendation No. 1:
 

We recommend that USAID/Kenya should make a determination as
to the allowability of U.S.$ 
3,725 (KShs. 68,250) claimed as
 an advance to cover administration expenditure and, if
determined to be not allowable under the grant, request the

GOK/Egerton University to reimburse.
 

Response:
 

Concur.
 

Recommendation No. 2:
 

We recommend that USAID/Kenya should request GOK/Egerton

University to reimburse U.S.$ 
11,380 (KShs. 262,313), being

the cost of equipment purchased and claimed twice on
 
the same reimbursement claim.
 

Response:
 

Concur.
 

Recommendation No. 3:
 

We recommend that USAID/Kenya should request GOK/Egerton

University to provide supporting documentation for
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unsupported expenditures of U.S.$ 4,617 (U.S.$ 879 plus
 
U.S.$ 3,738, equivalent to KShs. 98,307). If GOK/Egerton
 
University is unable to 
provide adequate supporting third
 
party documentation, USAID/Kenya should request GOK/Egerton
 
University to reimburse.
 

Response:
 

Concur.
 

Recommendation No. 4:
 

GOK/Egertor University should ensure that reimbursement
 
claims are adequately reviewed and authorized by 
an
 
appropriate official of Egerton University senior management

prior to submission to USAID/Kenya.
 

Response:
 

Concur.
 

Recommendation No. 5:
 

Advances for expenses to be incurred by Egerton University

staff should be liquidated by submission of third party
 
payment documents on a timely basis.
 

Response:
 

Concur.
 

Recommendation No. 6:
 

GOK/Egerton University should include details of the
 
utilizatio? of the expense advance on the reimbursement
 
claim submitted to USAID/Kenya, rather than claiming for the
 
expense advance.
 

Response:
 

Concur.
 

Thank you.
 

Sincerely,
 

ohn R. Wse
 
Mission Director
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