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The audit determined that of the equivalent of $451,231 billed by
the Black Educational Research Trust for costs incurred in South
Africa, the equivalent of $27,471 was either of questionable
validity or was not properly supported by accounting records. 1In
addition, improvements were needed in the Trust's internal controls
and in its compliance with terms of the cooperative agreement.

CONTRACTOR INFORMATION CONTAINED IN THIS REPORT MAY BE
PRIVILEGED:  THE RESTRICTIONS OF 18 USC 1905 SHOULD BE
CONSIDERED BEFORE ANY [NFORMATION IS RELEASED TO THE PUBLIC.
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March 13, 1991

MEMORANDUM

TO: Dennis P. Barrett, Director, USAID/South Africa
FROM: Toby L. Jarman, RIG/A/Nairobi c7z/

SUBJECT: Audit of the Black Educational and Research Trust

Cooperative Agreement No. 674-0301~G-00-6015-00

The report presents the results of an audit of the Black
Educational and Research Trust (the Trust) funded under the
USAID/South Africa's Community Outreach and Leadership Development
Project. The accounting firm of J. Van Rooyen & Co. performed the
audit.

The Trust receives USAID funds as part of the Community Outreach
and Leadership Development Project. The purpose of the project is
to strengthen the leadership and institutions of disadvantaged
communities so they can better respond to the needs of their
constituencies. To achieve this purpose, USAID/South Africa
entered into a cooperative agreement with the Trust, which vas
established to sponsor non-formal education projects. The Trust
has six member organizations, each of which has its own
administrative structure and is responsible for managing funds
provided under the cooperative agreement.

From September 26, 1986 to July 18, 1989, USAID/South Africa
granted a total of $1,067,000 to the Trust of which $451,231 was
for costs incurred in South Africa.



The objectives of this audit were to:

- review and express an opinion on the validity and propriety of
costs claimed by the Trust;

- review and report on the Trust's system of internal accounting
controls; and

- determine and report on whether the Trust complied with terms
of the grant agreement and applicable U.S. 1laws and
regulations.

The audit reviewed the Trust's claims for reimbursement of the
equivalent of $451,231 for costs incurred during the period
September 26, 1986 through October 31, 1989. The auditors issued
a qualified opinion on the Trust's cost claims. They accepted
$423,760, questioned $27,329, and considered $142 as unsupported.

In their report on internal controls, the auditors disclosed
weaknesses and made recommendations regarding:

- the maintenance of employment records by three of the Trust's
member organizations (see pages 12, 13, and 14); and

- the deduction and payment of taxes on employee wages at the
Community Development Projects Association (see page 13).

In their report on compliance, the auditors disclosed that the
Trust complied in material respects with provisions of the
cooperative grant agreement and laws and requlations. However, the
auditors noted certain issues that warrant the attention and action
of the ovrganizations under the Trust. The most significant
findings concerning compliance issues not already reportea above
were:

- the Soyikwa Institute of African Theater did not maintain
adequate accounting records (see page 19); and

- the Community Development Projects Association registered an
automobile purchased with USAID funds in the name of an
employee (see page 21).

The draft report was submitted to the Director, USAID/South Africa
for comment. Mission's comments (Appendix I) were taken into
consideration by the auditors when preparing the attached final
report. The Director concluded that most of the questioned costs
are allowable, and has issued a bill of collection for the
remainder. The Director also stated he will take action to
implement Recommendation No. 2. Based upon management's comments,
Recommendation No. 1 is closed and Recommendation No. 2 is resolved
on report issuance.



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

Racommendation No. 1: We recommend that the Director,
USAID/8S8outh Africa:

1.1 determine the allowability and recover, as appropriate,
Rand 69,416 ($27,329) of questioned costs from the Black
Educational Research Trust; and

1.2 determine the allowability and recover, as appropriate,
Rand 361 ($142) of unsupported costs from the Black
Educational Research Trust.

Recommendation No. 2: We recommend that the Director
USAID/South Africa ensure that the Black Educational Research
Trust improves its internal controls and compliance with the
grant agreement by establishing arnd implementing procedures
for:

2.1 properly maintcining employment contract records at the
Soyikwa Institute of African Theater and the Community
Development Projects Association and the Part Time
University Students Association;:

2.2 deducting and paying employee taxes at the Community
Development Projects Association:;

2.3 properly maintaining accounting records at the Soyikwa
Institute of African Theater; and

2.4 requesting any automobile procured for the project be
registered in the name of the Community Development
Projects Association.

Thank you for the cooperation and courtesy extended to J. Van
Rooyen & Co and Regional Inspector General for Audit/Nairobi
representatives during the audit.



J.VAN ROOYEN & CO.

Chartered Accountants (S.A.)

Telephone (011) 29-4456/7
Fax (011) 294458

Address all correspondence to:

P.0. Box 6036
The Regional lnspector General Johannesburg 2000
Njirﬁ?iéﬂfnys - hdnﬁr
c/o e M.L. Van Doren , 133 President Street
Office of Developmental Affairs Johannesburg
Embassy of the United States of America
F.0. Box 1882
FRETORIA
Q001

Dear Mr van Doren

We have pleasure in submitting our final audit report for the
Black Educational and Research Trust (B.E.R.T) for the period
September 26, 19846 to October 31, 1989.

We have taken note of the responses to our draft audit report
received from the ER.E.R.T. cooperative members and have made
amendments to our audit report where the responses were found to
be valid and supporting documsntation satisfactory. Our comments
regarding some of the disallowed axpenszes are attached to this
letter.

We: wish Lo express our appreciation for the caouwrtesy and
Cooperation afforded us Dy the management and steff of the
B.E.R.T. coopsrative members, and the staff at the office for
Developmert Affairs - Fretoria, during the course of our audit.

We ase
Yogrs Faidhfully

J.VAI_ROGYEN % co. 7T
~ao S

Jeflrey van Rooyen C.A. (S.A.)



COMMENTS _
1. CEER
(1)
(ii)

(iii)

We disagree with the comnents by Cecily Mango in the
memcrandum dated June 29, 1990, where she argues that
the inter-organization transfer of funds of $3064.76
should be allowed as an expense on the basis that the
grant agreement permits CEER to provide funds to its
regional offices.

While this may be the case, we submit that the_
branches_need_to_incur_the_sipenses in persuance of

the programs funded by the grant agreement (and provide
supporting documentatiom for such expenditures)

before any transfer of funds to them can be claimed

4s an expense from USAID. Mere transfer of funds to
branches does not qualify the transfer of such funds as

expenses.

The commenkts by CERER appear reasonable. The grant
agreement provides for CRER to use USAID funds to
develop their English language program. The
honorarium paid to program participants (English
tutors) amounts to R150 par session. Therefore

the paymert of R1 SO0 ($f592.85) over the period
August 1968 through May 1989 (10 months) appears
reasonable. However, these amounts should have

been claimed under the "Program costs" budget
line item.

We note the comments made by CEER regarding this
disallowad expense. While we may be symphathetic
to the concerns CRER raise, we do not believe that
the auwrgumnents eupressed are sufficiently valid to
influence ow classification of the eipense as a
disallowed eupsnse. Thia is because it 13 not
encumbant on us as auditors amd for the purpcse

of this audit, to decide whether the salaries
allowsd by the USAID budget is sufteciently high
to enable CEER to retain gualiLfied personnel.

U\
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Second_hand_BMW_-_$6_037.05_(R7_000)
We note approval of a revised budget by

Timothy J. Bork on the project implementation letter
no. 2-I% dated August 17, 1987 which included the
purchases of a car for an amount of R7 000.

However, in terms of clause 14(a) (Z)(vi) of Attachement

% to the grant agreement, the grantee may not procure
used_equipment without prior written approval by the

grant officer. We submit that the purchase of a
Eﬁé—gg;;;;;—of specific written authorization for
the purchase of a used vehicle, the purchase of a
second hand BMW should remain questioned.

. MADIMEA

Following from our visit to Madimba on the

259th September 1990 and our discussion with the
director, Sibongile Khumalo, project implementation
letters approving revision of the budget

to allow for the excess director’'s and co-ordinator’s
salaries to be paid out of funds from unliquidated
budget line items could not be presented to us.

Consequently, no adjustment to our questioned amounts
has been made.



FINANCIAL AUDIT
FOR THE FERIOD SEFTEMEER 26, 1986
THROUGH OCTOEER 31 1989

SECTION
A. BACKGROUND AND AUDIT OBJECTIVES
E. REFORT ON THE STATEMENT OF REVENUE
AND EXFENSES
c. REFORT ON INTERNAL ACCOUNTING CONTROLS
D. REFORT AND COMFLIANCE WITH COOFERATIVE

GRANT AGREEMENT TERMS AND AFFLICAELE
LAWS AND REGULATIONS



The Elack Educational and Research Trust (R.E.R.T) is a non-
profit organization. [t was formed in 1981 to spansor
non—formal educational projects in the black communities.

It operates under the auspices of the Education Cooperative
at Funda Centre. Earlier sponsors to their activities
include; The Federal Republic of Gaermany, The Urban
Foundation and private busineses such as IEM, Colgate and
Kodal .

Membership to the Education Cooperative is made up of the
following arganizations:

1. The Council for Elack Education and Rcizarch (CRER)

2. The Community Development Froject Association (CDFA)
3. The African Institute of Art (AlA)

4. The Madimba I[nstitute of African Music (MADIMEA)

3. The Soyikwa Institute of African Theatre {(SOYIKWA)

6. The Fart Time University Students Associatiom (FATUSA)

Each member organization is self—~governing and has its own
administrative structur=. The Education Cooperative is
governed by the consensus of its member organizations.

In broad terms, the aims of the six member organizations is
to address cultural and employment factors that preclude
Elacks from understanding their cultural heritage or
satisfying their need for cultural and professional
expressions. Therefore their activities attempt to provide
black people with a means of expression as well as

training in areas traditionally neglected in the farmal
education system. These activities are carried out through
pPrograms ~un tiroughout the vear at Funda Centre and

el sewhare.
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The major activities undertaken by the organizations are
summarized below:

1.

il

CBER conducts non—formal alternative education programs.
The programs consist of inter—-desciplinary lectures
divided into four themes: African thought and belief;
Race and Class: African Social Structures and Leadership.

Frograms funded by USAID include the English language
program, a writer's workshop course, the nationwide
short story and poetry competition and the publication
of a regular periodical.

CFDA runs community programs that help alleviate vouth
unemployment by providing training to the youth in
areas such as bricklaying, plumbing, welding and
carpentry. Student’'s training is provided by the
Building Industries Federation of South Africa (RIFSA)
and technical training col leges.

AIA is involved in a program called khul a-Udweba
Outreach Art Project. The project involves the training
of community members in the art Production techniques.
The community members are then equiped with art
production material and are helped to establish child
art centres in their own communities.

Madimba runms a program designed to study the making and
playving of African instruments and indeginous African
music from rural masters. Fart of the Program includes

the mounting of warkshops and African music festivals and

the holding of regular rural/urban exchange programs.

-——-n—-—_—.__—_—_——_—_.—_——_———-—-—_—_—_.—._-—_—_-—_—_—.—.——

Soyikwa runs a rural theatre program which is designed to

expose rural areas to African productions.It also trains

studerts in acking, progucing of plavs, communication and

group facilitation skills and runs a diploma course; a
Trainers' training program and an African Theatre
Festival.
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FATUSA runs tutorials for part-time university students
{mainly UNISA) during the week: adult education classes
in the evenings for the matriculation certificate and
Saturday supplementary enrichment classes for matric
students attending classes during the weelk.

EUNDING

Activities of organizations under the Cooperative
Agreement are funded by granmts fraom foreign governments
including the United States and private businesses.

Some of the major sponsors include:

The Canadian Embassy

Federal Republic of Germany
The South African Breweries and
Van Leer Foundation.

The cbjectives of the EBERT audit are contained in the
USAID proposal letter and specifically require the
following:

l. That the audit be performed in accordance with
Generally Accepted Auditing Standards and
the financial and compliance elements of the U.S
Comptroller General ‘s Government_Auditing_Standards
1981.

2. That written and signed opinions be eupressed on:
(i) the USAID Statement of Revenue and Expenses
for BER1 for the period 26 September 1986 to
31 QOctober 1989,

(ii) the system of internal and accounting controls
of RERT.

(1ii) compliance with applicable U.S. laws and
regulations.

There were no limitations on the scope of the audit.
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We have examined the Statement of Agency for International
Development Ravenue and Expenditure of the Black Educational
and Research Trust for the period September 26, 1986
through to October 31, 1989,

Our examination was made in accaordance with generally
accepted auditing standards and the US Comptroller General's

Qctivities and_Functions" (1981 Revision) and, accordingly
included such tests of the accounting records and such
other auditing procedures as we considered necessary in

the circumstances.

Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial
statement is free of material misstatement. An audit

includes examining on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used by
management, as well as examining the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described imn Footnote 1, the Statement of Revenue and
Expenses was prepared on the basis outlined by the terms and
conditions of the Cooperative Grant Agreement with USAID

and the applicable US Government laws and regulations.

The Statement of Revenue and Expenses are maintained on a
cash basis which is a comprehensive basis of accounting
othar than generally accepted accounting principles.

We have identified certain expenses and transactions
described in Note 2 that, in ouwr opinion, are questioned

and unsupported for reimbursement under the Cooperative
Agreement between the Black Educational and Research Trust
and the United States Agency for International Development.
These costs have been identified on the Statement of Revenue
and Expencsas.

In our opinion, except for the amounts described in Note 2,
the Statement of Revenues and Expenzes examined by us
represant fairly the expenditure claimed by the

organizations under the Rlack Educaticnal Research Trust
during the period September 256, 1984 through October I1,
1739 im accordance with terms and conditions nf the

coopwrative agreement and the applicable US Government
laws and reguiations.



This report is intended solely for use of the United States
Agency for International Development and the management of

the Black Educational and Research Trust and should not be

usad for any other purpose.

<:>\¢~\§\_N

3. VAN RODYEN % CO.
CHA%D ACCOUNTANTS (S.A.)

30 SEFTEMBER 1990
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CLAIMED ACCEFTED QUESTIONED UNSUPFORTED REF
k3

Educational
Cooperative 19 953 19 953 - - -

Council for

Elack Edu-

cation %

Research 79 230 b6 286 8 964 -

3]
—

Community

Devel opment

Froject

Association 103 337 76 769 & 426 142

)
8]

African Inst.
of Art 67 018 &7 018 - - -

Madimba

Institute

of African

Music 74 8462 70 600 4 262 -

8]

[

Soyikwa

Institute

of African

Theatre 79 708 72 031 7 &77 - 2.4

Fart time

University

Students

Associatian 21 103 31 103 - - -
Total

Expenditure 451 231 23 760 27 32 142

Total
Revenue ¥ 451 2%
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The organizations under BERT are involved primarily in education
projects run for the benefit of the black community in South
Africa. They, therefore, do not maintain any significant level
of assets. Most of the grant received from USAID and other
grantors is used for expenses such as salaries and rent.

Each of the seven organizations under BERT maintain a separate
set of accounting records. The accounting records of the
organizations, apart from those of the Soyikwa Institute of
African Theatre, are audited annually by independent auditing and
accounting firms.

The transactions of the organizations are carried out in local
currency (South African rands). Reimbursements from USAID are
received in local currency. Likewise, the accounting records are
also maintained in local currency. The origional supporting
documentation are kept by each organization. Copies are sent
with claims to the USAID offices in Fretoria. The organization
Feceives funds from sources other than USAID. Apart from
maintaining documentation supporting claims from USAID, the
accounting records do not relate the use of funds to any specific

SouUWrce.

No sigrnificant accounting policies are contained in the financial
statements of the co-operative organizations. The Statement of
Revenue and Expenses has been prepared on the basis outlined by
terms and conditions of the grant agreement with USAID and the
applicable US Government laws and regulations.

A summary of costs which in our opinion are questioned and
Lnsupported under the terms of the Cooperative Agreement are
presented below:

2.1 COUNCIL_FOR_BLACK EDUCATIDN AND RESEARCH_ (CEER)

The guestioned amounts are made up as follows:

(i) Inter-organization transfer of funds claimed as
an expense:



(ii)

9]
t-)

Date Fublic_ voucher no: £ _value
24/10/88 64597100 1 606. 4%
22/11/88 67497277 1 4358, =3

3 064. 74
Director ‘s salary exceeds budget line item
over the three year period.
26/09/86 to I1/10/89 various S 899. 45
Total questioned 5—5227—53
COMMUNITY DEVELOFMENT PROJECTS_ASSOCIATION (CFDA)
Total questioned and unsupported costs are made up as
follows:
Questioned
(i) Purchase of a second hand car - BMW registration
number GNW 65T registered in the name of the
director. The purchase is not in accordance
with the Cooperative Agreement. Cost related
to the car are also considered questionable.
Date Fublic_voucher no: ¥_value
137017838 57488487 & 037. 05
22/11/88 &7497277 IOO0O. Q0
(ii) Costs related to repair of the
organization’s car after it was broken
into by thieves and cost related ko
repair of car after it was involved
in an accident. Mhese expenses do not
meet the definition of "maintenance"
claimable on vehicles of the
organization (VW Golf registration
number MWT Z21 1)
8/08/8% 67498978 1. 01
7/08/8% 67438893 o8. 27
& 426, 13



(

k)

i)

Unsupported

Furchases of parts for a car. Invoice provided as
supporting documentation is inadequate in that it
does not indicate that the goods were purchased for
COFA.  The amount is further Juestioned because
employees of CDFA are not mechanics and should not be
buying parts to service the cars themselves.

(Invoice # 743500 - suppliers - Toby ‘s Ford)
Date Fublic voucher no: £_value
16/7035/88 67488796 141, 59
Total unsupported IZIT-EE

Questioned amounts made up as follows:

(i) ‘ayment of salaries in excess of budget line item
(1986-87 amd 1983) for director and co-ordinator.
£F_valua
1984/87 and 1988 various 4 262
Total guestioned 2—5_5

e b b b L L I D L P A I RAL— SR ) R SAY i n Y

The guesticned amounts are made up as follows:

CQuestioned

(i) Fayment of salary to direector in excess of
budget line item. No special authorization
exists:
£_value
19846/87 to 1989 various 7 &74. 77
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We have examined the Statement of USAID Revenue and Expenditure
of the EBRlaclk Educational and Research Trust for the period
September 26, 1984 through October 21, 1989, and have issued our
report thereon dated =0 September 1990. Asg part of our
examination, we made a study and evaluation of the organization's
systems of internal accounting contrel in areas affecting the
USAID Revenue and Expenditure Statement to the extent we
considered neccssary to evaluate the system as required by
generally accepted auditing standards and the standards for
financial and compliance audits contained in Govergmggg_ﬁggigigg

Standards issued by the U.S. Comptroller General. For the

PLurpose of this report, we have identified the significant
internal accounting controls in the following expense categories:

-Salaries
~Frogram cost and
-Administration cost

Ouwr study included all eupense categories listed above. The
purpose of our study and evaluation was to determine the nature,
timing and extent of the auditing procedures necessary to expraess
an opinion on the organization’s Statement of USAID Revenue and
Expenditures. Our study and evaluation was more limited than
would be necassary to express an opimion on the system of
internal accounting controls taiken as & whole or on any of the
individual categories of controls identified above.

Tha managemert of the organizations under the Black Educational
and Research Trust is responsible for @stablishing and
maintaining a system of internal accounting controls. In
fulfilling this responsibility, estimates and judgements by
managem=nt are required to assess the enupected benefits and
related costs of contral procedures. e objective of a system
of internal control 1s ko provide management with rreasonable, but
not absalute, dazsurance thal assets are safeguarded against losg
from unauthoriszad use and disposition, and that transactions are
executed in accordance with managemant ‘s authorization and
recorded properly to permit ths preparation of financial
Statements in accordance with genaerally accepted accounting
principles,
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Because of inherent limitations in any system of internal
accounting control, errors or irregularities may nevertheless
occur and not be detected. Alsa, projection of any evaluation of
the system to future periods is subject to the risk that the
procedures may become inadequate because of changes in conditions
or that the degree of compliance with the procedures may
deteriorate.

Our study and evaluation, made for the limited purpose described
in the first paragraph, would not necessarily disclose all
material weaknesses in the system. Accordingly we do not express
an opinion on the system of internal accounting controls of the
crganizations under the EBlack Educational Research Trust taken as
a whole or on any of the categories identified in the first

paragraph.

Our study and evaluation disclosed certain conditions that we
believe to be material waaknesses in internal accounting
controls. These are included in FART A of our findings. Matters
of a less significant nature have been included in PART B of our

findings.

This report is intended solely for the use of the Unites States
Agency for Internal Pevelopment and the management of the
orgarizations under the Black Educational and Research Trust and
should not be used for any other purposes.

T e et e et e i vt e s o et s e e e e s e

J. VAN R-DPYEN\\ % CO.
N ’

CHARTERED ACCOUNTANTS (S.A.)
JOHANNESEURG

30 SEFTEMEER 1990



Soyikwa does not have a proper set of accounting
records. As a result, management has no idea what
assets they own, what the levels of their revenues

and expenses are or whether cash is expended correctly.

Although the absence of a proper set of accounting
records did not materially affect the financial and
compliance audit of the Revernue and Experditure
Statement, non-maintenance of a proper set of accounting
records creates a ripe environment for misappropriation
of funds granted by USAID. Accounting records keep
track of transactions entered into by the organization
and are an essential tool in the management of any
organization.

Management of Soyikwa must ensure that a proper set of
accounts is kept for the organization. These accounts
should be reviewead regularly by management and annually
at the mesting of the trustees.

A formal employment contract is not entered into between
Soyikwa and its permanent staff. According to the
co-ordinator, Mr. Jerry Raletebele, terms and conditions
of employment are agreed verbally with amnployees.

The risk arising out of the above is that in time of
disagresment betwsen the employee and the organization

with raespect to conditions of employvinent and rate of
Pay, No written prosf will exist to substantiate
claiws made by eithar party. Cost of a court battle

could turn out to be eupensive for the organization.

N
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Employment contracts should be made out for all existing
permanent eimnployees. The contract should be signed by
the empiovee and the organization.

Some form of an amployment contract (which may take the
form of a letter of appointment) should be entered into
with non-permanent staff employed by the organization.
Rates and terms of engagement must be clearly defined in
these contracts.

No proof of authorized employment of any of the CDFA
employees could be made available to us during our
audit. Employment files containing employment
contracts do not appear to be maintained for CDFA

employees.

Without maintenace of proper employment records, there
is a risk that employees who have not been properly
authorized may be on the payroll. No proof exists
that Mr. Welile Mabaso, Mr. Welile Khoza,

Ms. Maude Ramogopa or Mr. K. Nkwanyana have been
properly employved by CDFA.

Letters of appointment must be made out for all CDFA
employvees. Files containing employment records

must be opened for each employee. These must contain
details of all approved salary increases, leave
entitlements and leave taken, date, terms and
conditions of emplaovment and date of terminations.

No controls exists to ermsure that employee taxes (FAYE)
are deducted from emplovee salaries each month and paid
over to the Recelver of Revenue.

Failurs to deduch amd pay =enpioyee taxes could result in
VEry serious consaquences for the organization and

the 1ndividual 2mployees if they are regarded in the
fubture as having deliberately avoided the paying o+
tasezs,
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Management should institute controls that will ensure
that tax is deducted from employee salaries and is
paid to the appropriate authorities regularly.

Employment contracts and letters of appointments could
not be produced for our inspection during our audit.
As a result we could not satisfy ourselves as to the
proper authorization of employment of any of the
teachers paid using USAID funds.

There remains therefore a risk that unauthorized
teachers are paid using USAL1D funds. If employment
contracts do not exist, then there is a risk that in a
time of & dispute between the employee and the
organization, no formal contract detailing agreed
terms and conditions of employment will exist tg
substantiate claims made by any of the parties.

Management should ensure that employment files and
authorized letters of appointment exist for
employees of the organization.



(i) Matters that apply generally to all organizations:

1. Cancellation of reimbursed documentation

The documentation supporting claims from USAID
are not stamped "FAID" once the claim has been
processed and paid by USAID.

The risk arising out of the above is that the
same documentation can be used to support
further claims from USAID in the futwre.

RECOMMENDAT IONS

Management should purchase a stamp and ensure that
all documents are stamped paid prior to the

submission to USAID. The date on the stamp should be
the same date as the date on the liguidation cover
sheet.

Fersonnel at USAID should disallow claims
received where the supporting documentation is not
stamped "Faid" or the date of the "Faid" stamp is not

the same as that on the current ligquidation cover
sheet.

(ii) Matters specific to organizations

1. EDUCATION_COOFERATIVE

Employment records are not updated with respect to
changes in the status and compensation of the
employee.

As a result, nc evidence was found to show that
salary increases were properly authorized.

RECOMMENDATIONS

Management should ensure that emplovee records are
updated with respect to salary increases, leave
entitlements and leave pay and changes in the
status of the emplovees.

Ve

/&/
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During our audit, cases were found where check
requisitions did not bear signatures of
authorization.

Therefore, no evidence exists that supparting
documentation is being independently checked
and authorized prior to the signing of checks
by the check signatories.

Management should ensure that check requisitions
and supporting documentation ara inspected and
authorized prior to the signing of the check. A
signature on the requisition should bear evidence
of performance of this function.

2. COUNCIL_FOR_BLACK _EDUCATION AND RESEARCH_ (CBER)

Employment records of CRER are not updated with respect
to changes in the status and benefits of the employees.
No evidence therefore exists to prove authorization of

salary increases.

Management should ensure that emnployee records are
updated regularly with respect to changes in the
status of employees, salary increases, leave
entitlements, supervision or dismissal.

J. COMMUNITY_DEVELOFMENT FROJECT ASSOCIATION

No insurance is taken on motor vehicles operated by
the organization. As a result claims for repairs
0f cars following an accident are being submitted
to USAID for reimbursement.

Non-insurance of the cars of the organization could
result in severe setbacks if no transport is available
to carry out normal activities of the organization.
Repair costs of vehicles in times of accidents runs
into thousands of Rands and the grant agreement

has not provided a budget line item for such repairs.

%
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Management should take out insurance cover for assets
of the organization. The cover should be reneswed
each year.

Reconciliation between the cashbook and the bank
statement is not performed on a regular basis.

As a result discrepencies in cash balances are not
picked up on a timely basis.

Management should ensure that a reconciliation between
the cashbook and the bank statement is performed on a
monthly basis. Discrepencies should be investigated
immediately.

5. SOYIKWA_INSTITUTE OF AFRICAN THEATRE

No records exist to control the hours worked by
teachers and tutors or leave taken in comparison with
leave entitlements.

The risk arising cut of the above is that the teachers
may be paid for work they have not performed.

Mamnagement should ensure that a record is maintained
of hours worked by teachers, absentiesm and leave
taken. The details must be reviewed at the end of
2ach month prior to payment of salaries.
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We have examined the Statement of USAID Revenue and Expenditures
of the Black Educational and Research Trust for the period
Sepptember 26, 1986 through October Z1, 1989, and have issued our
report thereon dated 20 September 1990. Our examination was made
in accordance with generally accepted auditing standards, and the
standards of financial and compliance audits contained in the
2overnment_Auditing_Standards issued by the U.S Comptroller
General, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered

necessary in the circumstances.

The management of the organization under the Black Educational
and Research Trust complied with those provisions of the
Cooperative Grant Agreement and laws and regulations non-
compliance with which could have a material effect on the Revenue
and Expense Statement. However, we noted certain issues that we
believe warrant the attention and action of the organizations
under the Black Educational and Research Trust as described in
our Audit Findings Section.

With respect to items not tested by us, nothirg came to our
attention to indicate that the organizations under the ERlack
Educatiomal and Research Trust had not complied with laws and
regulations and provisions of the Cooperative Grant Agreement
non—compliance with which could have a material effect on the
Revenua and Expense Statement.

This report is intended solely for the use of the United States
Agency for International Developmert and the management of the
organizations under EBlack Educational and Research Trust and
shauig not be used for other purposes.

)
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During our audit, no accounting records were

made available toc us to review by Soyikwa. We were
informed that the records were with the bookkeepers of
the organization. The books were subsequently delivered
to ouwr offices. However, they werea clearly not properly
kept nor audited by qualified auditors. No financial
statements were available.

In terms of the grant agreement, each member of the
Educational Cooperative is reguired to maintain a
separate set of accounting records and make them
available for review by USAID, either directly or
thhrough the Black Educational and Resgarch Trust.

Management should ensure that accounting records are
proparly maintained for the institute. Transactions
should be recorded through the accounting records
and the records must be reviewed reqularly by
management. The financial statements should be
audited annually by proparly qualified auditors.

For the three year pariod ending October 31, 1989,
Soyikwa has expended $£3I2 093 (R 70 BS54) against budget

line item "Fersonnel-(a) project director". The
financial plan for the budget line item over the same
periocd amounts to #2494 418 (RS0 W6I).  The overrun of

¥7 677 (RZ0O 971) is ther»fore a questioned expense.

Maragement should ensure that during the life of the
Project overruns are avoided by requesting USAID tp
transfer grant funds from line items with unliquidated
balances.



3

20

- e i e s et P S e i e e S T s e o At Attt s o

Transfer of funds to the Cape and Fretoria branches

of the council amounting to ¥I,064 (R7,300) was claimed
4s an expense called "donation" from USAID. The claim
was reimbursed on public voucher far purchases numbers
6748497277 and &45%7100 by USAID. These amounts do not
meet the definition of expenses allaowable in terms of
the cooperative grant agreement.

Management should ensure that only valid expenses
allowable in terms of the grant agreement are claimed

from USAID.

For the three year period ending October 21, 1989 the
council has expended %52,134 (R117, 762) against the
budget line item "Fersonnel-(a) director/coordinator".
The financial plan for the period contains a budget of
F46,235 (R 106,946)

The overrun of %5,8%9 (R10,9446) is therefore a
guestioned expense.

Management should ensure that overruns are avoided by
requesting USAID to transfer grant funds from line
items with unliquidated balances.

Fay As You Earn (FAYE) , which is a tax on employees
levied by the South African Government, is not
deducted from emplovee salaries each month and paid
to the Receiver of Revenue.

This is a contravention of law and the regulations of
Scouth Africa.
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Management should ensure that FAYE is deducted from
employees gach month and paid over to local
authorities,
Burchases_of a_car_not_allowed by grant_agreement
CDFA purchased a second hand EMW S20i from a car
auction on the 28th of July 1987 for an amount of
F$6,031 (R11,823) after repairs., The cost of
purchasing the car was reimbursed by USAID on
public voucher for purchases number 67488487.

Although a revised budget authorizing the purchase

of a car worth R7 000 was approved by

Timothy J. BHork on the 17th of August 1987, specific
authorization was not obtained for the purchase of

a usad_vehicle. In terms of clause 14(a) (3) (vi) of
attachment 3 of the grant agreement, the grantees are
not to procure used_equipment without prior written

approval by the grant officers.

Managemert should ensure that specific approval ig
obtained from the grant officer in the future
before any used_eguipment is purchased.

.3 Registration of an_asset in_the name_of_an_emplovee
The second hand BMW S520i (registration number GNW
Z63T) purchased by CDFA in 1989 and reimbursed for
by USAID as above) is registered in the same name of

the director, Mr. kK. Nkwanyana.

In terms of the grant agreement and U.S Government
laws and regulations, assets bought by grantee
organizations must be registered in the name of the
organization.

The registration of the car described above should
be transferred into the name of the organization.

Managemert should ensure thab assets purchased by
the organization are not registesred in the name
of employees in the future.
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Liquidation cover sheet and documentation supporting
claim of #B8,254.43 (R16,426.32) made from, and

paid by USAID by public voucher number 67488342
could not be located by Madimba.

In accordance with Government requirements, the
grantees are required to maintain the supporting
documentation for at least three vears.

Management should establish controls to ensure that
original documentation supporting disbursements and
claims from USAID are retained for a period of at least
three years.

T_co-ordinator". The finarncial plan for the budget line

o~

items contains an amount of $10 4765 (R2Z 000) .

During the 1988 financial year, Madimba claimed an
amount of 9,217 (R20,544) against the budget line
item 'Fersonnel_co-ordinator”. The financial plan

for the budget line item contained an amount of
$¥46,881 (R14,4350).

The overrun in the two years 1986/87 of %1 930
(RI 680) and 1988 of 2 332 (Ré 094) is therefore
a questioned espense.

Management should ensure that overruns are avoided by
requesting USAID to transfer grant funds from line
items with unliquidated balances.


http:R16,426.32
http:8,254.43

AUDIT OF
THE BLACK EDUCATIONAL RESEARCH TRUST
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DENNIS P. ~T =~ DIRECTCR USAIZ, SavI¥ ARRIcA

AUDIT OF THE BLACK EDUCATICN AND RESZASCE TI08T
(BERT) AGREEMENT NO. 674-0301L-G-00-g015-Cs

MR. TOBY JARMAN - RIG/N

We have reviewed the draft audit reporz and 1avs nl ganeral commeats,
The actions we have taken on the propcsed recermandaticas follews:

RECOMMENDATTON NO. 1.1

Deternine the allowability and recovas, 2: assco ooriata,
$27,329.00 of questioned costs from BEZT: ars

ACTTIONS TAKEN:;
1. COUNCIL FOR BLACX EDUCATION ANT SZS2ns(CH (CBER)
a) Inter-organizazional transfzr =7 3$3,064.76 =5 =wo regional
offices.

The Cooperative Agresement autrnozizal (IER =2 crovide funds
to its regional offices. OPMD recormecds al...owing these
expenses, but will send a lester %z 733 —="L.est:mg that
the regional offices provide ar auzeinting Of how the funds

were spent. h
b) Director's salary exceedad Dudsz: Line Lzam (33,329.45).

OPMD reccrmands this amounz 22 allewed. 7Hw Sciginal
budget for salaries was unrea.ao"abl.y Low 3ni 2id not
account for inflation that, d LIlng TAsse veizs, averaged
20% per annumn., Had C3ER .:C’L.-..'...x 3pproval o reallocate
furds for this purpcse, it weull have been qf.»m:ed by the

UsaID.

The auditors and RIG should e 3.ac: =ra= “hare i3 a $10.00
mistake in addition. $3,06+.7% pluz 3,3992.43 adds up to

$3,954.21 not $3,964.21 as shc. - =re audit report.

QPTIQNAL FORM NQ. 10

(REV. 1-80)
C3A FPMR (41 CFR) 101-1 1.8

8010=114 \
A UL GrO: 1080—101.780 ’?


http:27,329.00
http:gr&e:.al
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COMMUNITY SEVILIPMENT PRCUECT ASSOCTATION (CoD3)

a)

B)

Puzchase of second hand car and related cosss ($6,337.05).

QPMD recarmends chat this expense be allowed. As noted in
a mero from the Project Officer to t=he Controller dated
7/11/90, a latter frcm the Director, M=. Tim Bork, to COPA
on August 17, 1987 agproved a revised budgat which included
the purchase of i car. It would agpear thac noocdy Sxem
USAID advised COPA that the purchase of a used car was
Unacceptable. According to CDPA, thev naver received a
copy of the Standard Provisions that accompany each
agreeirent, probably because the Agreement wes sigred with
the Cooperative ard not with each individual member.
Finally, CT?A operates solely on grants frcm donors ard has
N0 resources L0 repavy this amount,

r dua ko thaft and accident

[rs

Costs relazed to venicla reca
($89.28) .

Given the hizh rata of thef: and acciden=s in Seweto and

tle amull arount of woneyr iavclved, OPMD raccmiends thae
this arounz Se allowed,

MADIMBA INSTITUTE OF AFRICAN MISIC

a)

a)

Salary payments in excess of tudsec for dizactor and
coordinator betwesn 1935-38 ($7,262.C0).

e amiet

CPMD reccmmerds that this amcunt e allowed. 1he original
Sudget for salariss was unreasonasly low and did not
account for ingflaticn that, during those vears, gveraged
203 gev annum,  Zad Medinbae zecuessed o hudoos reoallocatisn
€2 cover salaries, it would pave 2e2n granced Sy the USArIS.

- -

SCIIKA INSTITUTE CT AFRICN TE=ATER

Salary cayments in excess of line item for dizactor during
1956-1989 (S7,675.77).

CPMD raccmmends that this amount e allcwed. The o
Sudgaz S52 3a3larisz was unrzazonatly low ang
acseunt for inilztien thas, during thcss vear
20% 227 annum. Had Scyilwa raguasced a sudga

-
A

SPSol

3, 2V
-

=

P18y

Lo cover salaries, it would have 2een graatad v the USAID.

'f"".".'.‘.‘, \ ¥al LS }

‘o - e e o -

D<cermine the allowatility and recover, az apogopriace, $142.00

Of uncuppozted co2ts £rom BEET.

USAID/SA sent a bill of collection =9 BE2T cQcerative memser

Cammunizy Developrent Projact Asseciazion for tne amount of

$142.C0 on Fabruary 19, 1991.


http:S7,676.77
http:37,262.CO
http:t6,337.05
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RECOMMMNLATICN 0. 2:

Wa recammend that khe Dirsctsz, USAIZ/3A 2nsuz2 rhag 2=RT

improves its inwa2rznal contzals and compiilance with the graat
agreement by estaolishing and imglementing procedures for:

2.1 proeperly maintaining emolcyrent contract records at the
Sovikwa Instizut2 of African Theater and the Community
Davelorment 2rojects Asscciation; .

2.2 deducting ard paving employee taxes at the Cormunity
Cevelopment Projects Association;

2.3 progerly maintaining accounting records at the Scyikwa
Institute of African Theater; ard

2.4 racuesting 3y 520 automopila (ragistrazion No. GNW 3637)
_ in the name of the Community Development Projects
Asscciation.

RCTICN TAXEN:

2wy,
7 2 T 4

USAID recuests that reccrmmerdaticn 2.4 be rastatad to read
"requesting any automobile procured for the projech be
re-registered in the name of the Coammunity Development Projects
Associaticn.™

US2ID is preparsi
implament pzocel
2.1 through 2.4. A
is at=ached.

2 work order under the ICC's ko establish ard
uras tc make corractiong undar reccamendations
A v of the scope of work for these sezvices

(¢}

0 - Ctang //Zé—d‘b

SP00 - Hlonnson <::;A\ iﬁ
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SCCPE OF WORK

CBJECTIVE:  USAID/SN z3cuires the services of an unting £imm k2

establish and ;mmemen: internal control preceduras Eor two

sup-grantees undar t: 2 Cooperative Agraement with the Black Educaticn
and Reseagch Trust, based on recemmendations from a recent avdit. The
two sub-grantees are the Sovikwa IMstitute of African Theatsr and the

Camunity Development Pzoiscts Asscciation.
WORK STATE=MENT
Contractor services are requirzed to:

1. Establish and teach sub-grantees how 0 maintain procer
emyloyment concract racords at Soyikwa Institute of African

Theater and the Community Cevelozment Projects Associaticn,

2. Establist a system for deducting and paying en::_oyee taxes at the
Cammunity Develogment Projects Association.

3. ZEstaxtlish and teach sub—grantzas how L0 maintz2in propar
acTouniing recszds at the Sovikwa Instizuce of Afrizan Theazar

4. Assist the Conmunisy f‘evclf'cr=nc Jrojects Asancizticn $0 ragisktas
any automooiles procured with project funds in the name of the
Qrganization.

The contractor will gprovida USAID/SA a wrikten raport on the work

pecformed.

)M{



American Ambassador to South Africa
Mission Director, USAID/South Africa
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