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MEMORANDUM FOR MISSION DIRECTOR, USAID/KENYA 

FROM: Acting RIG/A/Nairobi, ,JhnJ. B(' s 
Regional 

spector General SUBJECT: Agency-contracted Audit of the National Council for Population and 
,Audig /Nairobi Development Components of the Kenya Family Planning Services 

and Support Project No. 615-0232 for the period March 25, 1991, 
to April 30, 1995, Audit Report No. 3-615-95-004-N 

Attached are thr.ee copies of an Agency-contracted audit of the National Council 
for Population and Development (NCPD). The non-Federal accounting firm of 
Price Waterhouse, Nairobi, Kenya, performed the audit. 

The Kenya Family Planning Services and Support Project (FPSS) was started in 
September 1985. The goal of the project was to lower Kenya's population growth 
rate by assisting the Government of Kenya, non-governmental organizations, and 
private contractors to improve services and increase the capacity of the Kenya 
public and private sectors to promote family planning. The National Council for 
Population and Development (NCPD) participated in 4 of the 10 components of the 
project. NCPD's participation in this project was audited previously (A.R. No. 3
615-92-012-N) and this audit report only covers NCPD's final project expenditures 
since March 25, 1991, the closing date of that audit. 

The objectiv, of the audit was to examine NCPD's Fund Accountability Statement 
(Statement) and express an opinion as to whether the Statement presents fairly the 
use of funds in accordance with the grant. To answer the objective, the auditors 
were to review 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 and material 
weaknesses. 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 and report any instances of 
material noncompliance. The audit covered grant expenditures of $464,070 for the 
audited time period. 

P.O. Box 3o0m, NAIROBI. KINYA. PIIONE: (254)-2-211436, FAX: 4254)-2-113551 



The auditors issued an adverse opinion on NCPD's Fund Accountabiiity Statement since
 
the audit identified $6,823 in questioned ineligible costs and $97,559 in questioned
 
unsupported costs. The audit report also disclosed three material weaknesses involving
 
NCPD'.- internal controls and one material instance of non-compliance with the terms of
 
the grant agreement.
 

_______-______ ___________-The 	 draft report wasto
Audit of National Council for Population and Development 	 submitted NCPD 

an tod n ya
Components of tne Kenya Family Planning Services and Support Project and to USAID/Kenya 

for comments..2 

US A IUSAID/Kenya 
declined to provide 
written comment on 
the contents of the 
draft report. NCPD 
generaliy agreed with 
the audit findings and 
provided minor 
comments on the draft 

Toal audte exediue of cvrn Mac 5 91 o pI440/i 9+ 
report which were 
addressed in the final 

SOURCE: Audit R.port 	 report. However, 

NCPD cited the lack of practical mechanisms for isolating the taxes on fiel that comprised 
the bulk of the ineligible costs. NCPD's comments are presented in their entirety at 
Appendix 1. 

The report contains five recommendations concerning the questioned costs, internal control 
weaknesses, and compliance issues. It is USAID/Kenya's responsibility to ensure 
appropriate action is taken on all the recommendations. We are including the following 
recommendations in the Office of the Inspector General's audit recomnlendation follow-up 
system: 

RecomnendationNo.-: We reconiied USAID/Kenya determine the 
allowability and recover, as appropriate, from the National Council for 
Population and Development, questioned ineligible costs of $6,823. 

Recommendation No..2: We recommend USAID/Kenya determine the 
allowability and recover, as appropriate, from the National Council for 
Population and Development, questioned unsupported costs of $97,559. 

We consider the recommendations to be unresolved. Both recommendations wi!l be 
resolved when USAID/Kenya makes a final determination as to the allowability of the 

2 USAID RIG/A/Nairobi Rcpo' No. 3-615-95-004-N 



questioned costs and will be closed when USAID/Kenya takes action appropriate to the 
determination. Please respond to this report within 30 days indicating action planned or 
taken to implement the recommendations. 

Thank you for the cooperation extended to Price Waterhouse auditors and the Regional 
Inspector General for Audit representative during the audit. 

Attachments: a/s 

3 USAID RIG/A/Nairobi Report No. 3-615-95-004-N 
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July 25. 1995 

Mr Richard Cain 
Supervisor 
RIGiA/N 
USAID 
Barclays Plaza 
Nairobi 

Dear Mr Cain 

AUDIT OF THE NATIONAL COUNCIL FOR POPULATION 
AGENCY CONTRACTED 

OF THE KENYA FAMILY PLANNING(NCPD) COMPONENTSAND DEVELOPMENT 

SERVICES AND SUPPORT (FPSS) PROJECT
 

11
DELIVERY ORDER No. 

Enclosed, please find the final audit report of the NCPD components of the Kenya
 

This audit was performed in
 
Family Planning Services and Support project. 

accordance with generally accepted auditing standards and the financial and
 

compliance standards of the Comptroller General's Government Auditing Standards.
 

on July 24, 1995. We 
Our report incorporates comments received from NCPD 


understand that the Mission does not intend to issue written comments at this stage.
 

We would like to express our appreciation to the staff of USAID/Kenya and the National 

Population and Development Counc.l (NCPD) for the cooperation and assistance 

provided to the Price Waterhouse team curing this audit. 

Should you have any questions in relation to matters raised in the report. please do not 

hesitate to contact us. 

Yours sincerely 

Andrew Hollas 
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EXECUTIVE SUMMARY 

1.1 BACKGROUND 

The Kenya Family Planning Services and Subport Protect (FPSS) was started 

The goat of the oroject was to lower Kenya s ooouiationin Seotemoer 1985. 
growth rate by assisting the Government of Kenya (GoK). Non-Governmental 

Organisations (NGOs) and private contractors in imoroving services and also 

increasing the capacity of the Kenya public and private sectors to promote 

family planning. The FPSS has ten components, four of wnich concern the 

National Council for Population and Development (NCPD). These four 

components are: 

" 	 component 3 i Community based services 

" 	 component 6: Administrative strengthening 

" 	 component 7 Policy, planning and evaluation 

* 	 component 8: Information and communication. 

1.2 AUDIT APPROACH 

1.2.1 Audit Objectives and Scope 

Price Waterhouse was contracted tunder contract No. 623-0000-1-00-2003-00 

to perform a financial aud-t of the FPSS project. This was a follow on audit to 

the one carned out by M/s Peat Marwick (RIG/A/N Audit report No 3-615-92

12-N) and which in turn forma-d the basis of Price Waterhouse's financial 

review of the nuestioned costs in March 1994. 

The ooiectrves of the audit were to oerform a financial audit in accordance 

with Generally Acceoted Auditing Standards (GAAS) and the standards of the 

US Comptroller General's Government Auditing Standards (1994 Revision), 
and to: 

" 	 audit the Fund Accountability Statement of the NCPD comoonent of the FPSS 

project in resoect to exoendrture submrtted for reimbursement from Marcn 25 

1991 through completion of the project and express an opinion as to whether 

the Fund Accountability Statement presents fairy, in all material respects and in 

conformity with the oasis of accounting described in the report the use of funds 

in accordance with the contract/grant agreement 

" 	 consider NCPD's internal control structure in order to determine the auditing 

proceoures for tme purpose of expressing an opinion on the Fund Accountability 

Statement and to report on significant internal control deficiencies and matenal 

weaknesses 

" test NCPD's ;.omoliance wlith the terms of the contract/grant agreement 

and apolicable laws and regulations. as part of obtaining reasonable 
assurance aoout wnietner the Fund Accountabilitv Statement is free of 

material misstatement. ano report on any identified material instances of 
non-comolitance. 



Our audit was performed in accordance with generally accepted auditing standards 

issued by the Comptroiler General of the United States. with the exception that we have 

not been subject to a quality control review by a non Price Waterhouse firm. S'Och 

reviews are not required and available to professional firms in Kenya. We do not 
We were subject to a quality controlbelieve that this departure has affected our audit. 


review in June 1995 undertaken by an independent Price Waterhouse firm.
 

The scope of this follow-on 	audit was confined to expenditures for which 
to NCPO after March 25 1991 including vouchers wherereimbursements were paid 

USAID/Kenya did not actually reimburse NCPD but applied NCPD's claims against 

questioned costs from the prior audit. However, our scope was limited in that we did 

not receive a letter of representation from NCPD. 

1.2.2 Methodoloqy 

Price Waternouse conducted an initial survey of the accounting records in 

We prepared our audit work plan and performed the fieldworkAugust 1994. 

from 11 January, 1995 to 23 March, 1995.
 

NCPD did not prepare a Fund Accountability Statement. The Fund Accountability 

Statement in the report was compiled by Price Waterhouse based on vouchers 

submted to USAID. 

The principal audit tests performed included: 

" 	 detailed tests of the transactions to obtain reasonable assurance that the 

Fund Accountability Statement is free of material misstatement 

* 	 a review of the cost elements to establish those expenses that are 

considered to be allowable or questioned 

* 	 a review and evaluation of the internal control structure as it relates to the 

FPSS project 

* 	 a review of compliance with grant agreement terms and the applicable 

laws and regulations. 

1.3 BRIEF SUMMARY OF THE AUDIT RESULTS 

1.3.1 Introduction 

This summary of audit results highlights only the significant findings. For the 

complete discussion of our findings, recommendations and observations 

irising from the audit, refer to the approprate sections of this report. 

1.3.2 Fund Accountability Statement 

on theClaims for reimbursement amounting to S 464,070 exceed the amount indicated 

delivery order by S 17.090. This is attributable to the fact that USAID has considered 

different shilling amounts for reimbursement compared to PW. Furthermore. USAID 

has applied a fixed exchange rate to translate the vouchers while PW has used an 

average monthly exchange rate in each month claimed in the voucher. (See Exhibit 3) 

Accepted costs amounted to S 359.688 while ineligible and unsupported costs were 

S6.823 and S 97.559 respectively. 

2 



1.3.3 Internal Control Structure 

Our evaluation of the internal control structure identified certain material 
weaknesses some of wnich are hignlighted below: 

" 	 no audit trail established between the reimbursement claims submitted to 

USAID and the supporting documentation held at NCPD 

" 	 poor file maintenance of third party documents supporting the 
reimbursement claims suhmitted to USAID 

* 	 expense vouchers not effectively cancelled once claim is paid 

1.3.4 Co '(-liancewithi Grant Agreement Provisions 

Our evaluation of compliance with the grant agreement provisions and the US 
Government Regulations indicated that the total funds claimed for 
reimbursement to date were within budget. However we noted that NCPD 

had not maintained adequate books and records in accordance with Section 

B.5. of the grant agreement. This non.compliance had a material effect on the 

Fund Accountability Statement. 

1.3.5 Summary of NCPD's comments 

NCPD 	has, in general terms, agreed with our findings in this audit report. However, in 

relation to the taxes on fuel which comprise the bulk of the ineligible costs. NCPD has 

cited the lack of practical mechanisms in isolating these costs. NCPD has also 
requested USAID to havP audits conducted annually. NCPD management believe that 

this will minimise unaccountability ansing from loss of records. The other comments 

relate 	mainly to clarifications required on our draft report and these have specfically 

been addressed in this report. 

1.3.6 Mission Comments 

We understand that the Mission does not intend to issue any written comments on our 
report 	at this stage. Our final report. however, does incorporate oral comments made 

on our draft report by both the Mission and NCPD. 

:3
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2 FUND ACCOUNTABWLITY STATEMENT 

2.1 INDEPENDENT AUDITOR'S REPORT 

We have audited the Fund Accountability Statement of the National Counci 
!or Population and Development - Kenya Family Planning Services and 
Support Project number 615-0232 for the penod March 25, 1991 to Apnl 30, 
1995. The Fund Accountability Statement is the responsibility of the NCPD. 
Our responsibility is to express an opinion on the Fund Accountability 
Statement based on our audit. 

We conducted our audit in accordance with generally accepted auditing 
standards and the standards cor,.ined in the Government Audilinq 
Standards, issued by the Comptroller General of the United States (1994 
revision), with the exception that we have not been subject to a quality review 
by a non Price Waterhouse firm. Such reviews are not required and available 
to professional firms in Kenya. We do not believe that this departure has 
affected oui audit. We were subject to a quality control review in June 1995 
undertaken oy an independent Price Waterhouse firm. 

Those standards require that we plan and perform the audit to obtain reasonable 
assurance as to whether the Fund Accountabdity Statement is free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the Fund Accountability Statement. An audit also includes 
assessing the accounting pnncioles used and significant estimates made by 
management ac well as evaluating the overall statement presentation. We believe that 
our audit provides a reasonable oasis for our opinion. 

As discussed in Note 1 to the Fund Accountability Statement, this statement 
was prepared on a cash reimbursement basis which is a comprenensive basis 
of accounting other than generally accepted accounting princioles. 

The results of our audit include auestioned costs of S 104.382 made up of 
ineligible costs of S 6,823 and unsupported costs of S 97.559. In addition, we 
were suoject to a limitation of scope in that NCPD did not furnisn us with a 
letter of representation. 

In our opinion. because of the materiality of these costs in relation to the total 
expenditures. the Fund Accountaoility Statement examined by us aoes not 
-epresent fairly. in conformity with the basis of accounting described above. 
the expenditure claimed by NCPD in relation to the grant agreement and 
applicable laws and regulations with the United States Agency for International 
Development r the period Marcn 25 1991 to April 30. 1995. 
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A l 

Financial information contained in this report may ae privilegeo. The 

1905 should be considered before any information is 
restrictions of 18 USC 
released to the public. 

This report is intended solely for the use of the National Council for Population and 

Development and the Agency for International Development, but is not intended to limit 

the distribution of the report if it is a matter of public record. 

April 30, 1995 
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2.2 FUND ACCOUNTABILITY STATEMENT 

FUND ACCOUNTABILITY STATEMENT 
FAMILY PLANNING AND SUPPORT SERVICES PROJECT NO. 615-0232 (NCPD) 
FOR THE PERIOD MARCH 25, 1991 TO APRIL 30, 1995 

Tr2nsfer! Questioned Costs 
from Accepted 

USAID Costs inebipble Unsupported 

Zine Item 'S$ USS USS Exhibit L'SS E.xhibit 

Component 3: 

CPK -MasenoiSaraidi) 74.567 !4.336 1.305 1.1 18.926 2.1 

2.1CPK -Eldoret 60,756 20.648 2,667 1.1 37.441 

NIL -
Component 6: NIL NIL NIL 

Component 7: NIL NIL NIL NIL 

Component 8: 

CMA 57.573 58.997 1.884 1.2 6.692 2.2 

YMCA 135,759 123.014 - 12.745 2.2 

KMA 93.221 74.636 765 1.2 17.820 2.2 

Salvation Army 32,194 28.057 202 1.2 3.935 2.3 

Totahl 464,070 359.688 6.823 97.559 

Unutatized Funds NIL - -_ 

NOTES TO THE FUND ACCOUNTABILITY STATEMENT 

1 Basis of Accountinq 

The Fund Accountability Statement has been prepared on a cash 
reimbursement basis which is a comorehensive basis of accounting 

other than Generally Accepted Accounting Principles (GAAP). 
Revenues and expenditures are recorded when cash is physically 
transferred. 

2 Transfers from USAID 

Transfers represent reimbursement caims oaid to NCPD after March 

25. 1991 incluaing vouchers wnere USAID/Kenya did not actually 
reimburse NCPO but applied NCPD's claims against cuestioned costs 
from onor audits. 
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3 Expenditures 

Expenditures reoresent exoenses incurred by the various NGOs 

governed by the Memorandum of Understanding between the NGO 

and NCPD. An Expenditure Return is prepared by NCPD in Kenya 

shillings to accompany the claim voucher. 

4 Exchancie Rates 

Average historical monthly exchange rates have been used to translate 

the monthly expenditures recorded in the claims. 

2.3 FINDINGS AND RECOMMENDATIONS 

2.3.1 Litroduction 

The revenue and expenditure included in the Fund Accountability Statement are based 

on claims submitted to USAID. The revenues represent amounts reimbursed directly tc 

NCPD and claims applied against questioned costs arising from prior audits. 

Expenditures represent expenses incurred by the NGOs under components 3 and 8 of 

the Grant agreement. 

2.3.2 Testing Criteria 

The basis of our testing were the Expenditure Returns submitted to USAID-by 

NCPO. Cur methodology involved selecting all expenses. We agreed the 

expenses to supporting documentation retained at N1P,. 

2.3.3 Summary of Audit Results 

Our audit results are summanzed in the following table. 

Transfers Accepted Questioned Costs 

from USAID costs Ineligible Unsupported 
USS us$ USS USS 

Total 464.070 359.688 6.823 97.559 

2.3.4 Questioned costs 

Questioned costs are categorized as follows: 

Ineligible 

These are costs that are considered to be either unallowable. unallocable or 

unreasonable. For the purposes of this project the ineligible expenditure 
relates mainly to taxes on petrol which USAID does not reimburse in 
accordance with the agreement. See Exhibit 1.1 - 1.2 for further details. 

Unsupported 

These are costs which are not supported by adeauate documentation. Details 
-t these costs are in Exhibit 2.1 - 2.3 wnch indicates that a significant 
:rooorrion of :rese costs arise from exoenditure files missing altogether or 
-ere oeing no aucit trail between exoenciture tiles ana me returns suomitted 
• USAID 
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Recommendation 

For the ineligible expenditures (S6.8231. we recommend that USAID recover: 

rhe amounts from NCPD where payment na!! already been effected or been 

used to recover questioned costs arising from onor audits. 

For the unsupported costs (S97.559) we recommend that NCPD locates the missing 

expenditure files or other altemative supporting documentation. Where the 

documentation is not available, USAID should consider recovenng these costs from 

NCPD. 

NCPD Comments 

as valid
The ineligible costs relating to taxes on petrol should be accepted by USAID 

since there are no practical mechanisms for separating these costs from what is 

considered vaid. 

We shall address the issue of questioned and unsupported costs as soon as we 

compile returns for the NGOs we were following up on. 
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3 INTERNAL CONTROL STRUCTURE 

3.1 INDEPENDENT AUDITOR'S REPORT 

We have audited the Fund Accountability Statements for the FPSS Project No. 
615-0232 for the Period March 25, 1991 to Aonl 30. 1995 and nave issued our 
reports thereon dated Aonl 30. 1995. 

We conducted our audit in accordance with generally accepted auditing 
standards and the standards contained in the Government Auditing 
Standards, issued by the Comptroller General of the United States (1994 
revision), with the exception that we have not been suoject to a quality review 
by a non Price Waternouse firm. Such reviews are not required and available 
to professional firms in Kenya. We co not believe that this deoarture nas 
affected our audit. We were suoject to a quality control review in June 1995 
undertaken oy an independent Price Waternouse firm. 

Those standards require that we plan and perform the audit to obtain reasonable 
assurance as to wnether the Fund Accountability Statement is free of matenal 
misstatement. 

In planning and performing our audit of the Fund Accountability Statement of 
NCPD for the period March 25. 1991 throuqh comoletion of the grant 
agreement. we have considered its internal control structure in order to 
determine our auditing procedures for the purmose of expressing our opinion 
on the F',und Accountability Statement and not to provide assurance on the 
;nternai control structure. 

The management of NCPO is responsible for establishing and maintaining an 
internal ccnt:ol structure for the orogect. In fulfilling this resoonsibility. 
estimates and ludgements ov management are requirea to assess the benefits 
and related costs of internal control structure policies and procedures. The 
3oiectives of an internal control structure are to orovide management with 
reasonaole. but not aosolute. assurance that assets are safeguarded against 
loss tlom unauthorized use or disoosition. and that transactions are executed 
ri accordance with management s authorization and recorded crooerly to 
oermit the preoaration of the Fund Accountaoilitv Statement in accordance 
w tlh the oasis of accounting described in Note 1 :o the Fund Accountability 
Statement. Because of the innerent limitations in any internal control 
structure. errors or irregularities may nevertheless occur and not be detected. 
Also. orojectron of any evaluation of the structure to future oerioas is suolect 
,o the risk that procedures may oecome inadequate oecause of cnanges in 
conditions or that the effectiveness of tne aesign and coeraticon or colicies 
and oroceaures may deteriorate. 
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For the purposes of this report, we have classified the significant internal 

control structure policies and procedures as they relate to the Project in the 

following categoies: 

CONTROL ENVIRONMENT 

Fund Accountability Statement 

National Council for Population and Development staff capabilitles.
 
* 


SYSTEMACCOUNTING 

National Council for Population and Development records. 
* 

CONTROL PROCEDURES
 

written procedures eg approvals and authorizations

• 

onginal supporting documents. 

The auditee's internal control structure mainly consists of authenticating and 

maintaining supporting documentation received from the NGOs and preparing Grant 

claims submitted to USAID. 

" 

For all internal control structure categories listed above, we obtained an
 

understanding of the design of relevant policies and procedures and whetfher
 

they have been placed in operation. and we assessed the control risk. 

We noted certain matters involving the internal control structure and its
 

operations that we consider to be reportable conditions under standards
 

nstitute of Certified Public Accountants.
 
established by the American 


Reportable conditions involve matters coming to our attention relating to
 

significant deficiencies in the design or operation of the internal control
 

structure that. in our judgement. could adversely affect the entity's ability to
 

record. process. summarize and report financial data consistent with the
 

assertions of management in the Fund Accountability Statement.
 

The following reportable conditions were observed: 

lack of sufficient audit trail oetween the expenditure returns supporting the 
" 

Grant claims and the expense files containing tme supporting 

documentation 

expense voucners supporting the claims not effectiveiy cancelled once 
" 


claim is paid
 

filing and retrievai of documents not satisfactorY.
" 

10 



A material weakness is a reporzable condition in which the design or operation 
of one or more specific internal control structure elements does not reduce to 
a relatively low level of risk that irregularities in amounts that would be 
msterial in relation to the Fund Accountaoility Statement being audited may 
oc:cur and not be detected within a timely penocd by employees in the normal 
course of performing their assigned functions. 

Our consideration of the internal control structure would not necessanly 
disclose all matters in the internal control structure that might be reportable 
conditions and. accordingly, would not necessarily disclose all reportable 
condritions that are considered to be material weaknesses as defined aoove. 
However, we believe the reportable conditions descnbed above constitute 
material weaknesses in view of the fact that our audit results include 
questioned costs of S 104.382. 

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 reoort is intended solely for the use of the National Council for Popuraiion and 
Development and the Agency for International Development, but is not intended to limit 
the distnbution of the report if it is a matter of public record. 

April 30, 1995 
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3.2 INTRODUCTION 

3.2.1 Definition 

American institute of Certified Public Accountants (AICPA) Codification of 
Auditing Standards. section 319, defines an organisation's internal control 
structure as consisting of the policies and procedures established to provide 
reasonaoie assurance tmat a specific entity's objectives will be achieved. The 
internal control structure comprises three elements: 

" the control environment 

" the accounting system 

" the control procedures. 

The control environment reflects the overall attitude, awareness and actions of 
management. The accounting system consists of the methods and records 
established to identity. 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. 

As noted earlier. NCPD's internal control structure is restncted to obtaining 
the supporting documentation, authenticating it and thereafter prepanng 
claims to USAID in conformity with the Grant Agreement and the 
Memorandum of Understanding. Therefore our review was based on the 
specific functions outlined above. 

3.3 FINDINGS AND RECOMMENDATIONS 

Our findings and recommendations are presented, where applicable, under the three 
elements of internal control structure. 

ACCOUNTING SYSTEM 

3.3.1 Audit Trail 

Finding 

NCPD could not relate certain expenditure returns supporting Grant claims to the 
exoense files containing the supporting documentation. This is because the receipts 
were filed in manner that was difficult to relate them to the expenditure returns. The 
receipts were not even grouped by line item. This lead to the expenditures being 
categorized as unsupported. 

Recommendation 

We recommend that NCPO ensure that all supporting documentation is adequately 
grouped ov line item and by claim to USAID. This would ensure an proper audit trail 
between c:mams and supporting documentation. 
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3.3.2 	 Filing and Retrieval of Documents 

Finding 

Filing and retrieval of documents was not satisfactor/. it t ok NCPD a long time to find 
still not aile to locate them all desoitesupporting documentation and in the end were 

the existence of file movement register. This lead to expenditures ceing categorized as 

unsupported. 

Recommendation 

The file movement registr'r should be effectively utilised to ensure that.all files are 

logged in and out. 

CONTROL PROCEDURES 

3.3.3 	 Cancellation of Paid Vouchers 

Finding 

Expense vouchers supporting claims are not effectively cancelled once the claim is 

paid. This could lead to double payment of vouchers. 

Recommendation 

We recommend that the "Paid' stamp available at the NCPD offices be utilised to 

cancel vouchers submitted for reimbursement to USAID. 
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4 	 COMPLIANCE WITH CONTRACT PROVISIONS AND APPLICABLE LAWS AND 
REGULATIONS 

4.1 	 INDEPENDENT AUDITOR'S REPORT 

We have audited the Fund AccountaDiitv Statements for the FPSS Project No. 

615-0232 for the oeriod Marcn 25. 1991 to Apnl 30. 1995 and have issued our 
reports thereon catea April 30. 1995. 

,,,, conducted our audit in accordance with generally accepted auditing 

standards and the standards contained in the Government Auditing 
Standard 	 . issued by tme Comotroller General of the United States (1994 
revisionl. with the exception that we nave not been subject to a quality review 
by a non Price Waternouse firm. Such reviews are not required and available 
to professional firms in Kenya. We do not believe that this departure nas 
affected our audit. We were sublect to a quality control review in June 1995 
undertaken oy an independent Price Waternouse firm. 

Those standards reouire that we cian and perform the audit to obtain reasonable 
assurance as to whether the Fund Accountability Statement is free of matenal 
misstatement. 

Compliance with terms of the agreement and referenced laws and regulations 
is the resoonsibility of the NCPD management. As part of obtaining 
reasonable assurance aoout wnether the Fund Accountability Statement is 
free of material misstatement. we performed tests of the Prolect's compliance 
with certain provisions of agreement terms and referenced laws and 
-egulations. However. our oolective was not to provioe an ooinion on overall 
comoliance with sucn orovisions. Accorcingly. we do not provide sucn an 
ooinion. 

Material instances of noncomoliance are failures to follow reouirements. or 
violations of agreement terms and referenced laws and regulations that cause 
us to conclude that the aggregation of the misstatements resulting from those 
failures or violations is material to the Fund Accountability Statement. The 
results of our tests of compliance disc:osed the following material instance of 
non compliance: 

'ailure to maintain adeouate records to account for exoenditure refunds 
c=aimed from USAID as reauirea oy the project grant standard provisions 
resulting in S 104,382 being categorized as ouestioned. 
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We considered this material instance of non compliance in forming out 

opinions on wnether NCPD's Fund Accountability Statement is presented 

fairly, in all material respects, in conformity with the basis of accounting 

descnbed in Note 1 to the Fund Accountaoility Statement. and this report 

does not affect our reports on the Fund Accountability Statement dated March 

31, 1995. 

Except as descnlbed above, the results of our tests of compliance indicate that. with 

resoect to the items tested. NCPD complied, in all material respects. with the provisions 

referred to in the third paragraph of this report. With respect to items not tested, 

nothing came to our attention that causea us to believe that NCPD had not complied. 

in all mat-rial respects. with those provisions. 

Financiai information contained in this report may be privileged. The 

restnctions of 18 USC 1905 should be considered before any information is 

released to the public. This report is intended solely for the use of the 

National Council for Population and Development and the United States 

Agency for Intemational Development but this is not intended to limit the 

restriction of the report if it is matter of public record. 

April 30. 1995 



4.2 INTRODUCTION 

USAID reouires all grantees. regaroless of country or legal entity, to compl 

with the terms and conditions included in the grant agreement and its 
annexed provisions and referenced procurement regulations. 

Steps performed in this audit to test compliance with the grant agreement and 
related 	provisions included: 

a review of the grant agreement provisions and related regulations to 
identrfy those provisions and regulations wnich could have a direct and 
material effect on the financial statements 

a review of the grant agreement amendments to incorporate variations 
agreed between USAID and the grantee 

* 	 a review of the PILs to ascertain clarity of understanding of the 
implementation parameters and procedures betweei USAID and the 
grantee 

* 	 audit procedures including detailed transactions testing and end use 
checks to evaluate NCPD's compliance with these provisions and 
regulations. 

4.3 FINDINGS AND RECOMMENDATIONS 

Finding 

We found that NCPD did not prepare a Fund Accountability Statement for the FPSS 
program. This is because NCPO did not have all the information for expenditures 
incurred by various recipient NGO's within the project. 

Recommendation 

We recommend that NCPD maintains all expenditure files containing the original source 

documentation. This will facilitate the preparation of a Fund Accountability Statement. 
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EXHIBIT 1
 

INELIGIBLE COSTS
 



USAID/KENYA 

KENYA FAMILY PLANNING SERVICES AND SUPPORT PROJECT 
SCHEDULE OF INELIGIBLE EXPENDITURES 

NGO VOUCItER DATE 
%O 

CPK ELDORET 36153086 Marcn 92 
Apnl 92 
May 92 
June 92 

Sub - rotal 

CPK ELDORET 36153090 
July9l 
July91 
July 91 
August 91 
Sep 91 
Oct 91 
Nov9t 
Nov 91 
Dec 91 
Dec 91 
Ian 92 
Jan 92 

Sub - rotal 

Total 

CPK MASENO 36151021 	 JaruFcb 91 
Mar 91 
ApriSep 91 

Sub- Total 

36151022 Jul 90 
Sep 90 
Oct 90 
Nov 90 
Dec90 

Sub- rotal 

Total 

AMOUNT 
Shs 

6.5;4 
2.792 
2.080 
2.638 

14.064 

2.192 
9,466 
2.000 
3.036 
2.652 
3.948 
1.560 
8.000 
5.645 

17.000 
508 

7.000 

63.,006 

77071 

. 3.996, 
6.307 
9.914 

20.217 

1.327 
1.797 
4.390 

7"1 
4.;52 

12.336 

13.053 

AMOUNT 

S
 

219 
91 

6 
32 

.159 

-6 
329 

o9 
105 
92 

138 
55 

DETAILS 

Petrol costs 
Petrol costs 
Petrol costs 
Petrol costs 

Petrol costs 
Kitchen Utensils 
Salary advance 
Petrol costs 
Petrol costs 
Petrol costs 
Petrol costs 

231: Salary advznce 
199! Petrol costs 
601 Labour costs paid to Mwangaza Garage 

L3 Petrol costs
 
2-46 Salary advance
 

.,208 

2.667 

162: Petrol costs 
244. 
I50 

'56 

7 
'7 

190 
33 

191 

€.9 

,305 

Petrol costs
 
Petrol costs
 

Petrol costs 
Petrol costs 
Petrol costs 
Petrol costs 
Petrol costs 



Exhibit 1.2 

USAID/KENYA 

KENYA FAMILY PLANNING SERVICES AND SUPPORT PROJECT 

SCIHEDULE OF INELIGIBLE EXPENDITURES 

AMOUNT DETAILSDATE AMOUNTVOUCHER 
NO 

NGO 
Shs S 

1.920 68, Petrol costs
36151023 Dec 91CRESCENT MEDICAL 

Jan 92 4.366 153 Petrol costs 
480 16. Petrol costsFeb 92 

2.720 91 PetrolcostsMar 92 
Apr 92 2261 74' Petrol costs 

May 92 2.780 38, Petrol costs 
3.280 103' Petrol costsJune 92 
3.468 107 'Petrol costsJul 92 

Aug 92 22.19 678 Petrol costs 

Sep 92 3.362 1t7Petrol costs 

L9,>474 7 

7.100 1991 Petrol costs36153031 Nov92 
6.838 190,Petrol costsDec 92 

13.938 389' 

61.39s L.384 
Total 

KENYA MEDICAL 
3.200 124 :Petrol costs

36150080 Dec 90ASSOCIATON 3200 124. Petrol coitsJan 91 
5-360 :_07 'Petrol costsFeb 91 

Mar 91 4.6.52 1801 Petrol costs 

Apr 91 2.000, 74: Petrol costs 

1.600 58' Petrol costsMay 91 

20.012 765 
Total 

1801 7 Petrol costs36150081 Jan 91SALVATION ARMY 
478 18 PetrolcostsMar 91 

July 91 2.302 89 Petrol costs 
349, 13 Petrol costsAug 91 

Sept91 617 24 Petrol costs 
2-:6 ') Petrol costsOct 91 
351 33 Petrol costsNov91 
:14 39 Petrol costsDec 91 

217 :02Total 

196-747 6.823
GRAND TOTAL 



EXHIBIT 2
 

UNSUPPORTED COSTS
 



-xAlioit2.1 

sAIDI'K.ENYA	 . 
AND SUPPORT PROJECT 

KENYA FAMILY PI.AKNIG 51:V1CE rD IT U 
RES 

SCHEDULE OF UNSUPPORTED l3XPE2 

ShIUNT AMOUNT DA.TAILSVOUCI ER DAT Of,NGO 	 N4O 

6153086CPK LIDORF--

CK ELDOET 36153090 

Sub  rotal 

CPK MASENO 36151021 

Sub  rotal 

CPK MASENO 36110 

Sub- rutai 

7otali 

.03.92 
.7.03.92 
:903.92 
:0.05 92 
.0.05.921505.92 

17.06.92 

19.07.91 
19.07.91 
.4.07 91 
040991 
:5.09.91 
..10.91 


:5.10.91 

.1 1.91 

9.11.91 


Dec 91 

31.12.91 
31.01.92 
:3.01.92 
19.02.92 
05.02.92 
05.02.92 

15.01.91 
:3.01.91 
:5.03.91 
30.09 91 
16.10.91 
Sep 91 
14.10.91 

Aug 90 

14 "3550' 
25.00.00, 
4-,617 !0 
10,916.50.I4.00.00 

, ."1(00 

b76.1!950 

13.60t 

:.0 


1.;50 1 
:.oo 

31.330 
1.i,32. 


;.0100 I 

.i0.925 
:.0 1 
3,93 

1..c0 1 
1.000 1 
*.50 1 
:1,0001 


12.0191 
.
 

_ .___ _.906____ 

:0.0001 

0.3201 
.1.000 I 

157.1151 
3.599 1 

150.0001 
1 320' 

195.357' 

1 	10j587 

10.587 ' 

- 44 

.:.3.,000:asuiancep ivmenittoCtoviiat IauflAc droers:..7 
 (' GArag- forrevalti ad mattnuicoaC
.94 ?avment to %wa 

in Marc.463 Additional pavoll e3ait, 
oo.uU2029
1.416 p.Ivmea made throufl cheque 

vucher no.i1
ost paid tihrouiu 

.1O Repairs .0 maifnteinance costs
;47 Repairs ant maintenane 

paidatntoufl voucifer no.11 

1 - Fuel reecipu msting ho voucer 00. 

-
' u:1.753 ,ies (or expeni i le incurredtian between July 1990 and June 491 

69 Salary advance
 
35 House rent lot Kocchl
 

158 Alowa3cc
 
1.107 Salary and allowanlc paid fot August 1991 

SalarY and allowanc. paid forSeptember 1991
 

12o Workmen s ompeansool
 
1.088 

1.397 Salary and allowaaces (or Oct 1991 

1.436 	 Salary and allowaoces to,Nov1991
 
-0 HOuse rea tfor Wilo1 KOech
 

2.608 Salary and altwisso tot Dec Nt 

. Improst gvea toRoaebefia Bireca
 
:51 Allowance paid to David Omavo
 

:68 AlowanO"cS paid to several emplyesi n January
 

":: All,a'nces paid to severl employees isFebruary
 

413' Vehile ifre cbargea paid to CPK Coral
 

* Repairs cu incurtrdas KZV 714 

._-__
 

386, ConiulLancy lees 
1.557 	 Consultancy fees
 

-7 Travelling mad accsmodatlon
 

5.55. Salanes totApriL May and June 1991 

657 Repairs to KCZG 672
 

.. 300 Dutrbuto adasoce lof Apnl 
Macand June 1991 

6301Timinung and a,.anari 

14 1.9 

forAug90 mtsing167Expeodiure filca 

67 
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-xni1t 2.2 

I jSA.f ENYA 
KENYA FAMILY PIANNING SERVICES AND SUPPORT PROTECT 

SCi-EDULE OF UNSUPPORTED EXPE2NDITURES 

14O 

ZRESCENT MEDICAL 

VOUCI 
NO 

36151023 

R DATE 

1 11.91 
15 1.91 
03.1'.91 
06.0.92 
:703.92 

AMOUNT AMOUNT DETAIL. 
She 

3.130 :03 Pasmrerit to ealovee at on tpavott-

3.750 '03 Pxvmet to cmatovce notan pavrot'-

*;.750 :03 pavmncot to cmpovce nor an g0aYoil-

115.382 ,068 Saiancs totJan and Feb 1992 
,9.912 1.069 Sajancs torMarca, 1992 

Ames ()gnat 
Ame Omar 
Acine Omar 

Sun- ToaaL 
I 910 346, 

CRESCENT MEDICAL 

Sub - Total 

36153031 12.356 

12.356, 

)46,Expenditure 

146, 

ilestot Oct. Nov and Dec mnmua; 

Total '04.306' 1 692 

YMCA 

Total 

36150079 "94.185, 

'94.185, 

1-74 

!74 

Expenditure dlesfor le penod July 69 to Dec 90 have no suditraitl 

KENYA MEDICAL 
ASSOCIATON 

Total 

36150080 06.12.90 
17.12.90 
14.1.90 
"3.01.91 
02.01.91 
1802.91 
11.0.91 
:10, 91 
2402.91 
:402.91 
.2.03.91 
'2.03.91 
:.04 91 
!1.0591 
30.0991 

9.250, 
69.7001 
15.000g 
23-00 j 
15.0001 
'0.700' 
1.400 1 
:.000 
: ,000 
12.000 1 
"0.700 1 
11.195 
70.700i 
:2.0 
30.000' 

357"Travel expenss part ofShe 14.400 total 
-'.691 1Salaryand besefita totDec 1990 

579 IGenerat adminaiasao expene 
196 Salaryand benefts forJae 1991 
579i Telephone. postageand office supplre 

:."0 t Salary and bencfits forFeb 1991 
:081Stamps 
-72'Educaon sad tratntnq 
27 Educaton sad traimn 

A631Eduaton sad tramnan; 
2'.730ISalaryand benetot t Mar 1991 

4.32IEducatoo and trainatsmorest cot accousted for 

:609 Satrv and benefit totApni 91 
504' 1htaf forMay 1991 

.42Adinstf'anoumWst 

I69041"320' 

lfiore
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-xniOcit 2.3 

USAIDIKE.NYA
 
KEfNYA FAMILY PLANNING SERVIC " 
AND SUPORT PROJEC" 

SCILEDU.U 	 01 UNSUPPORTED 3XPEKD'ITJRES 

VOUCHeR 	 DAM'.4GO 
vO 

36150081 	 iO 01.91 

10,01.91 

SALVATION ARMY 

13.0..91 

13.OZ.91 

1302.91 

13.02.91 

13.0.91 

04.02.91 

13.03.91 

Apri91 

16.04.91 

16.04.91 

May 91 

13.05.91 

3,0S.9t 

:3.05.91 

19.06.91 

05.06.91 

31.07.91 
31.07.91 
31.08.91 
31.0891 
:=08.91 
:1.08.91 
:1.08.91 
19.11.91 

Total 

GRAND TOTAL 

DFTA I SAMOUNT 	 AMOUNT 
SkI 

t'.000 

;O2 

:.90 

.17: 


6.500 

6.500' 

.192 

:53 

.0 


5.056 

1.14, 

-l I 

.15 

1301 

50 

3601 

3.9001 

3.W1 
37 

1.3401 

1:7' 

I5' 
-.6001 
6.706' 
.0' 


:004.760 

2.5-15 

q 

trainic Mao Scrnjoars trssing 

:rn pvimneltvoucfler o. I 
:46 WElallure receiots lot Itall 

U.9 ivencistture recelio lotrSt d ttllnOjat210 semunars trus s g 

:Or OaISTlCavoucaeC 0, 

10 Eocaiurtr recctis lorsaLt ltatlna 
a scoucars must aiI 
c a r 


:ton pavmlotvsru e 00. -'
 

116 E-_pcodiure rcceipts tOt%tall tralalOn2a0 scnnars trussing 

:*omrpaymentvoucfle no. 1
 

ZO. Expenditure rceip 
 lot lu Itiltainig too scnmnats m go; 

!:om payment voucher no. J 

-'61 Expenditure receipts lorsal traning anonsetunars tuSsin 

:tOr pSVtleiO VoUcfe no..i 

-61 Expenditur receipts lot stall trainin; ig saoman;r dsll 

'rowpVusetO(VOUCaDcgo.0 
is Eusaedsitre rectiotor sLail training ana s irsaas musing 

!tormpa ent vouchcr o. 10 

10 Exocouiure receapts totsid tra Iing Ma scauars trussing 

tormpavmn vouchef no. I 
adO slenrllt mssling 

from p rnvfvouctc no.0. 7.S.10. II. :. 14. 

137 Expendture receipts forsu trnisng au seu nars auming 

from pavmel voucher no. 9 

57 Expenditure receipts (orstilt traini0 

1.006Excenditure tectiptL lorstilt riitlng 

and seinuars musing 

from pavmentvoucter o. 13 
790 Expenditure receiptsiorl taltainn and s$miars trusing 

from pavnmcnvoucacr no. 10.II. t3.14 1! 

Expenditure receipta forslit training &ad seminars miustl 

tom payment vouchcr no. 3 
5 Expenicture receipts torstafftraitun adn seminars misln 

ftom pavormciVOUCact 0o. 

I E, scature rectiou otrsif trailng&00 seminars russing 

from pavment voucher no.4 

13 Expenditure rectipt torst2ifsraitnn and scnsaris mlsan 
from pnyment voucher no. I 

traitng and semuUnaS usinsgt37 Expendture rectiou for stau 
.rom payment voucher no..J 

:3 Expenditure rectipts forstaf training and scminars tsissing 

1 Staonery aandpnnac 
65 Expendi re reeiptl forstaf trainin an seinars usmsng 

4 Stanoonery and onnttn 
1 Travel and acaOmod3tion 

92 Seen pnotocoav ofsuporong document 
.30 Seen paosoouv at supportin document
 

?oitaqc
 

1935
 

059, 

http:19.11.91
http:31.08.91
http:31.07.91
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EXHIBIT 3
 

TOTAL EXPENDITURE
 



Exhibit 3 

USAI DfKENYA SUPPORT PROJECT 
KENYA FAMILY PLANNING SERVICES AND 

TOTAL EXPENDITURE CLAIMED FOR RIMBURSEMENT 

TOTAL CLAIMED 
PER USAIDPER PWVOUCHERNO s SNGO 


22.67416,83636153086

CPK ELDORET 

51,178,43,92036153090'

CPK ELDORET 

1,82846,13436151021- SARADIDICPK MASENO 
27.704.28,43336151022

CPK MASENO - SARAD[DI 

43,914,60,27236151023
CRESCENT MEDICAL 

11,250,7,30136153031CRESCENT MEDICAL 
74,33074,33036150079!


YMCA 
70,3656142936150082"


YMCA 

93,221 105.499'361500801KENYA MEDICAL 
ASSOCIATION 

3823832 19436150081
SALVATION ARMY 

446.980:464.070 

TOT 


TOTAL CLAIMED 
PER USAIDPER PWVOUCHERNGO KshsKshs
1ONO 

518,109518.10936153086,

CPK ELDORET 

1.178.3761.178,37636153090-

CPK ELDORET 

41.770'1.244.51536151021CPK MASENO - SARADIDI 

o33.040662,84336151022CPK MASENO - SARADIDI 

1.003.4311.301.63036151023
CRESCENT MEDICAL 

257,060257.06036153031CRESCENT MEDICAL 

1.715.7 141,715.71436150079
YMCA 
1.607.8411.607.84136150082YMCA 

2.410.6446.410.644KENYA MEDICAL 
36150080
ASSOCIATION 

73.746173.74636150081
SALVATION ARMY 

10.239.73112.270.479 

DIFFERENCE 
s 

(5,838)1 

(7,258)1 

44,306, 

7291 

16,358 1 

(3,949Y 

0 

(8.936)1 

(12.278)1 

(6,044V 

17.0901 

DIFFERENCE.
 
Kshs
 

0i
 

0. 

1,202.745 

29.803 

798.199 

0 

0 

0 

0 

0 

1.030.747 
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1.13 
• *.....o.
 

-

• -	 . - 'n:'"'e.... 
.AT;O:AL ;2::- :":. :'.'"...'..QN ..- ; C2Di 

L.orn,-" &.t=ILD-.,G* 

...
NCPD .2...ol. VI 1(28) -	 ........................................... .

la W e 

July 20. 1995 

Price 	Waterhouse 
NAIROBI 

Dear 	Sir. 

RE: 	 AGENCY CONTRACTED AUDIT OF THE NATIONAL
 
COUNCIL FOR POPULATION AN)'D DEVELOPyENT
 

your report for the above mentioned audit and have the following comments:-We have seen 

-:.-rol should be accepted by USAID as valid1. 	 The "ineligible costs" relating to taxes on 

costs since there were no practical mechamns for separating these costs from what is
 

considered valid. 

may be misleading.2. 	 The last sentence of paragraph 3.2 is rather ambiguous and We
 

believe that NCPD maintains adequate financial records.
 

3. 	 The finding on paragraph 4.3 on the maintenance of "separate and proper accounting
 

records" does not appear fully justified. A clear indication should be given on what is
 

deemed "separate and proper".
 

We shall address the issue of questlonea and insupported costs as soon as we compile returns
 

from tne NGOs we were rollowing up on.
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As in our orevious comments. -t .vill heio greatly if USAID conducts 
its aucits annuailv to minimize on unaccountability due to loss of recoras. Other.vise. this is on 

the wnoie a good reoort. 

Yours faithfuily. 

K.CHEPSIROR 
FOR: DIRECTOR, NCPD 

Copy to: 

Chief
 
Population & Health
 
USAID/KENYA (Att. Emma Njuguna)
 

The Supervisor 
RIG/AiN 
USALD 


