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Cautiolic Relicy Services, fompay Zone

CATHOLIC RELIEF SERVICES
Bombuy Zone

St. Many’s - 3rd Floor,

Neshit Road, Muzagaon.

BOMBAY - 400 010.

This rerort presents the results of eur audit of CATHOLIC RELIEF SERVICES (CRS). India
pertaining to PL 430 Title 1 Progzrum and Suengthening Grant activities at the sub-recipient
levels tor Bombay Zone i1or the period between Aprii 1. 1993 and March 3710 1994,

The funding under the Strengthening Graru at the recipient level (Bombay Zonal Office) is
beyond our scope of work. The term CRS referred to in our audit repont hereatter means
Bombay Zone of CRS.

BACK GROUND

India is the seventh largest country in the world covering an area of some 2.3 Sq.km. and
a population of around 900 millien people.

Alleviation of poverty continues 1o be a myjur concern of development planning in India.
Keeping in view the goal of near full- emplevment by the turn of the century. in the interim
period. the provivion of short term emploviment of the unemployed and underemployed.
particularly ameng the poor and the vulnerable. is considered mecessurv.  The strategy
adopted is to focus not only on the creation of new jobs. but also on the sugmentation of the
existing emplovment in terms of productivity and incomes through suitable technology.
market and institutional interventions.

Nutriticn and health education (a major concern of the Government of India) was stepped up
in the earlier 5 vear plans through inputs in the school curriculum, training courses of medical
and allied health professional and other field level functionaries. use of mass. folk and other
non-formal communication media. the maternity and child services network and other specific
programs like Integrated Child Development Program. (Source: Economic Survey of the
Government ot [ndia 1992/93).

In an aitempt to hoost productivity and general living conditions of the Indian people, a large
number of Private Voluntary Organizations (PVO) and Government institutions are working
togethzr on varizty of socio-economic based initiatives and projects. One such PVO involved
in these projects is CRS.

BEST AVAILABLE COPY
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CATHOLIC RELILE SERVICES -- IT'S OPERATIONS AND PROGRAMS

CRS/India operates under the Bilateral Indo-US Agreement signed in 19531 The US
Government provides Food for Pesce program commodities, pays their ocean freicht and
delivers them to the ports of Bombayv. Calcutta and Madras. The U.S. Government has also
provided 4 Grant to CRS for the strengthening of its own management and that of its primary
sub-recipients for Bombayv Zone and Calcutta Zone. No such grant has been provided o0
Madras Zone.

CRS cooperates with United States Agency for International Development 1USAID) and
Ministry of Weltare of Government of India in the matters related to the [Indo-US Agreement.

CRS is conducting the iviiowing programs supported by PL 480 Titie Il Feed Progrum:-

- Maternal Child Health {MCH)
- School Feeding (SF)
- Other Child Feeding (OCF)
- Individual Health Cases (IHC)
- Food for Worl: (FFW)
- Nurery and Creche*
*N/C was not considered in the request for Proposal Documents

Commaodity tonnage for the vear ending March 31, 1994 with an estimated beneticiary tevel
of [.83.700 15 11,701 MT with a CIF value approximately USS 44.65.243. US Government
commodities utilised under this program include Corn Soya Blend (CSB). Bulgur Wheat and
Vegetable oil.  These commuodities are distributed through 502 distribution centers.

As cooperating Sponsor. CRS is held accountable by the US Government for the proper
handhnz and accounting of PL 480 Title 1l Commodities and related funds. Amony other
responsibilities. this invelves preparing multi-year and annual strategic and operational plans.
reportng to the US Gevernment. monitoring commodity management and record keeping by
sub-recipients and ensuring that appropriate corrective actions are taken to redress preblems
at all Tevels 1denufied 1 internal and external reviews of the PL 480 Title 1l program.

CRS-Bombay currently has 20 primary sub-recipients co-operating in the execution of its PL
480 Title Il program. The Primary sub-recipients (Counterparts) manage nearly 502
secondary sub-recipients (Operating Partners) which are engaged in actual project -
implementation.  Each primary sub- recipient maintains staff which may include field
workers. accountants, legisticians, warehouse personnel etc., to fulfill these responsibilities.
The 12 primary sub-recipients covered in this audit have responsibilities for approximately
329 secondary sub-recipients.
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The Strengthening Grant, includes US$ 11,374 of expenditure made for the period April 1.
1993 1o March 31, 1994, These funds have been spent largely for salanies and fringes for
CRS sub-recipient  staft and sub-recipient warehouse facilities and improvements.

The size. diversity and dispersion of CRS activities is awesome and cover some of the
remotest parts of India, fulfilling some of the basic needs of the rural poor and
underprivileged through appropriate distribution of food. generation of employment and assets
and health care.

Audit Objectives, Scope of Work and Methodology
Audit Objectives

We have conducted an audit of Catholic Relief Services -- India’s Fund Accountability
Statement as it relates to PL 480 Title Il Program and also Strengthening Grant received from
the US AID for the period April 1, 1993 to March 31, 1994 for Bombay Zone.

Our audit covers the areas administered by Bombay Zonal Office of CRS as set out below
in terms of the Agreement dated july 1, 1994, between us and CRS-INDIA.

The Fund Accountability Statement comprises of the Receipts and Expenditure Statement and
the Commodity accountability reports comprises of the Receipts and Issue Statement for Grant
PL 480 Title [I Program for the period April 1, 1993 to March 31, 1994 and the notes
thereon. The results of our work are reflected in the accompanying Independent Auditor’s
Reports on the:

(a) Fund Accountability Statement;
{b) Commodity Accountability Reports;
(c) System of Internal Control;

(d) Compliance with Agreement Terms, Applicable Laws and
Regulations; and

(e) General compliances.

The objectives of our work were to -

(a) Determine whether the Fund Accountability Statement for CRS presents fairly the
receipts, expenditures and closing cash balances of CRS as they pertain to its
Strengthening Grant and also PL 480 Title 11 Program for the period noted above and
in accordance with the terms of the Grant Agreement.

(h) Report on Commodity Accountability Reports showing opening balance, receipts,
distributions, losses and closing balance, as they pertain to PL 480 Title 11 Program.
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(c) Report en CRS's internal accounting controls;

{d) Report on CRS's compliance with applicable fuws, reculations. agreement terms,
binding policies and procedures; and

(e) Report on General compliance

Our auvdit was conducted in accordance with generaliy accepied auditing standards and US
Government Auditing Standards and. accordingly. inciuded such tests as we considered
appropriate in order to satisty our audit objectives.

Scope of Work and Methodology
The scope of our work and methodology included the following general procedures :

(a) Holding meetings with CRS. India at New Delhi und Bombayv.,  We have hud
extensive discussions with Mr. Don  Roegers. Mrijchn Mclaughling Mr
B.S.Chhavapati. Mr. S.E.Modak, Mr. Paul Komban of ZRS. India.

) Reviewiny the Grant Agreement and appropriate amendmients. OMB circvlars, ALD
handbook regulations. prior period audit reports on CRS statements. correspondence
and minutes of meetings of CRS Baltimore & CRS India:

(¢)  Obtaining an undersanding of the accounting. administrative and internal contrel
systems of CRS using questionnaires, interviews. and narrative descriptions:

(&)  Devising and performing appropriate tests on the transactions recorded in the Fund
Accountability Statements and the Commodity Accountability Reports through
extensive substantive testing methods. Our audit coverage has been over 50% of the
value of the total transactions under our scope of work and in our opinion, is
considered adequate for expressing an opinion;

(e) Designing appropriate audit steps and proceduras to provide reasonable assurance of
detecting errors. irregularities and illegal acts thut could have a direct and material
effect on the results of our audit. We were also aware of the possibility of illegal acts
that could have a direct and material effect on the results of our audit.

ity Testing the effectiveness of administrative controls applied by CRS’s management to
ensure compliance with applicable laws, regulations and agreement terms; and

{g)  Training of our Staft deputed for the assignment on the relevant AID regulations and
practical realities that exist in conducting an audit of this nature.

(h) We had also arranzed for orientation of the incharge auditors at the tield, along with
CRS officials in Ahmedabad and Ajmer prior 10 commencement of the audit for
having an ides of the actual projects and ground realities.



i) There have been exit meetings at the field and zonal level to exchange the ideas and
responses to our observations. The "Point Sheets" showing the mdnwdual observations,
criteria, cause, effect, our recommendation and the management commients at field levels
have '1lrmdy been handed over to the Zonal Office and at the field and hence not included in

this report as a distinct matlter.

We have discussed the draft report with the management at the Zonal Office. In this final
report, we have incorporated the comments of the Zonal Office, which is also sepgately
included in Appendix-2.

! -

3 s

!
Al Lot Dontung S

LOVELOCK & LEWES
Churlcrqd Accountants

NEW DIELII
7 December 1994

VS
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Appendix |

CRS--BOMBAY
PL 480 TITLE 11 PROGRAM

LIST OF PRIMARY SUB-RECIPIENTS (COUNTERPARTS) AND SECONDARY
SUB-RECIPIENTS (OPERATING PARTNERS) INCLUDED IN THE COVERAGE
OF THIS AUDIT

COUNTERPARTS OPERATING PARTNERS

1. Nagpur Gothangaon
Mrs.Chitale
Chhaoni
Sis.Aquila

2. Jagdalpur Kanker
Karithgaon
Adawal
Koppaguda
Kothagaon

3. Valsad Bhensdhara
Unai
Zankhvay
Sagbara
Gothada

4, Khanwe! Khanwal
Dapadda
Chisda
Shelti

5. Ahmedabad Vijaynagar
Radhanpur
Sanand

6. Andheri Thane
Vile-Parle
Andhen
Borivli

7. Mahim Sneh Jeevan Kendra
Community Outreach Programme
Observation Home (Umarkhedi)



10.

1.

12.

Kunkun

Ambikapur

Khandwa

Sagar

Dharamsala

Cernoue KRelief Services, Bombay Zone

Gholeng
Jaspurnagar
Buirbandh

Balrampur
Barzawan
Patora
Bishrampur-2

Missionaries of Charity (Ashadham)
Karpur

Bhagwanpur

St.Mary’s Girls Hostel

Semerti

Pratapgarh
Seurmau

Nuvelle Missionary

Cantonment
CTRC



Catholic Relief Services, Bombay Zone.

School Fecding at an OF visited by us
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Catholic Belief Services, Bombay Zone.

9



Catholic Relie] Services, Bombay Zone.

CRS - BOMBAY

INDEPENDENT AUDITORS REPORT ON STRENGTHENING
GRANT FUND ACCOUNTABILITY STATEMENT

SUB-RECIPIENT

1. We have audited the Fund Accountability Statement for US Government Funds under
CRS Bombay Strengthening Grant Program (Appendix 2) for the period from April 1, 1993
to March 31, 1994, The Lund Accountability Statement is the responsibility of CRS
management. Qur responsibility is to express an opinion on the Fund Accountability
Statement based on our audit.

2. We conducted our audit in accordance with generally accepted auditing standards and
U.S. Government Auditing Standards, issued by the Comptroller General of United States.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the Fund Accountability Statement is tree of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in (he
Fund Accountability Statement. An audit also includes assessing the accounting principles
used and significant estimates made by CRS management as well as evaluating the overall
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. (1) The Fund Accountability Statement for US Government Funds (Appendix 2)
does not reflect the loans tiken from and repaid o CP's institutions/others
during the year.

(i) Interest on Foreign Contribution Regulation Act (FCRA) (Savings Bank)
deposits of Strengthening Grant Funds has not been considered as fuad income
except in few CP's. “The amount of such interest has not been ascertained as
the Strengthening Grant is commingled with other FCRA Funds received by
the CP’s from the donors.

4. Except {or the matters set out in paragraph 3 above and our observations in Appendix
10, the Fund Accountability Statement for US Government Funds (Appendix 2) referred to
above presents fairly, in all material respects, revenues received and expenditure incurred for
the period in conformity with the basis of accounting described in Notes to the Fund
Accountability Statement (Appendix 2).

5. This report is intended for the use of management and others within CRS.

A/e«w{w& £ decses

Ny Ty LOVELOCK & LEWES
A TSP Chattered Accountands

10
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CRS BOMBAY

FURD ACCOUNTABILITY STATEMENT VOR THE SUB-RECIPIENTS FOR THE

Appendix 2

PERIOD FROM APRIL 1, 1993 TO MARCH 31, 1994.

STRENGTHENING GRANT

RECEIPTS

Grants Recerved

Particulars Amount Rs. USS Liguivalent

A. OPENING BALANCE (0,418) (213.93)
ADIJUSTMENTS!? 0,109 205.03
(249) (8.30)

3.93.280

11,770.00

B. TOTAL RECEIPTS 3,53,280 11,776.00
PAYMENTS
Salary 3,00,938 10,031.27
Warchouse Maintenance 40,097 1,336.57
Bank Charges 185 0.10
C. TOTAL PAYMENTS 3,41,220 11.374.00
D. CLOSING BALANCE 11,811 30370

(At B-C)

(USS Liquivatent © 1 USE Rs.30.00)
NOTES : ACCOUNTING POLICY

L The Fund Accountability Statement s prepared in accordance with the historical cost
convention.  Indian Rupee amounts have been transtated (o their US dottar equivalent at |
US$  Rs 30.00.

2. Receips and expenditure relate o amounts received and paid in cash. The Tund surplus
for the period vepresents closias Cash and Bank Balances.

“ Adpustments are book adjustments and no further action is necessary.

11
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CRS -- BOMBAY

THE INDEPENDENT AUDITORS REPORT ON PL 480 TITLE 1T FUNDS
FUND ACCOUNTABILITY STATEMENT
. SUB-RECIPIENT
l. We have audited the Frund Accountability Report under CRS/Bombay under PL 480
Title 1 Program for the period April 1, 1993 (o March 31, 1994 (Appendix 3). 'The I'und
Accountability Statement is the responsibility of CRS management. Qur responsibility is to
express an opinion on the Fund Accountability Report based on our audit.

2. We conducted our audit in accordance with generally accepled auditing standards and
U.S. Government Auditing Standards, issued by the Comptroller General of United States.
These standards require that we plan and perform the audit (0 obtain reasonable assurance
about whether the Fund Accountability Report 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 principles
used and significant estimates made by CRS management as well as evaluating the overall
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. Our audit revealed the following reportable conditions which are described in detail
on Appendix 4.

(@) In our opinion, a transaction of placing a deposit with a Company of
Rs.1,25,000 (US$ 4,167) is not alfowable for Title I Program, out of a total
expenditure of Rs.21.02,112 (USS 70,070) verified by us.

(b) Payments totalling Rs. 86,830 (US$ 2,894) out of Rs.21,02,112 (US$ 70,070)
verified by us were not supported by adequate documentation due (o destruction of
documents by termites. As a result we are unable to determine whether such expenses
are reasonable, allocable and allowable.

4. Except for the matter set out in paragraph 3 above and our observations in Appendix
8, the FFund Accountability Statement under PL 480 Title 1l Program (Appendix 3) referred
to above presents fairly, in all materials respects, revenues received and expenditure incurred
for the above period in conformity with the basis of accounting described in Notes (o the
Fund Accountability Statement (Appendix 3).

5. ‘This report is intended for the use of management and others within CRS.
! ¢
son L LOVELOCK & LEWLES
T Niiatiel Chartered Accountants

12
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CRS BOMBAY Appendix 3
Pi. 480 T1VLE 1 PROGRAR

FUND ACCOUNTABILITY STATEMENT FOR THE SUB-RUCIPIENTS FOR THL
PERIOD FROM APRIL 1, 1993 TO MARCIHI 31, 1994,

Particulars Total Amount Uss$
(Rs.) Equivalent
A, OPENING BALANCE 5,20.502 17,350.07
ADD: RECEIPTS
Operating Partners 15,39,U52 51,301.73
Sale of Lmpties 6.097 203.23
Transportation 17942 3.931.40
Zonal Receipts 3.20.131 10,671.03
Other Receipts 12,03 818 40,127.27
B. TOTAL RECEI®TS 31.87.040) 1,00,234.00
LESS: PAYMENTS
Salaries 2,17,479 7,249.30
Transportation 8,73,888 29,129.60
Warchouse Muamtenance 90.070 3,002.33
Otlice Conveyance 1,10,658 3,088.00
Zonal Ollice 1.48.,479 4,949 )
Other Lxpenses 13,400,390 43.346.53
C. TOTAL I’;\YMI&N'I‘S 27,40,970 91,365.06
D. CLOSING BALANCE 9,066,572 32,219.07

A1 Q)
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NOTES:
ACCOUNTING PO Te Y

(a) The Fund Accountability Stement is prepared i accordance with the historical cost
convention.  lndian Rupee sunounts have been translated to theie US Dollar equivalent at |
USS  Rs. 30.00.

W) Receipts and expenditure relate o amounts received and paid in cash. The fund
surplus for the period represents closing cashe and bank balances.

14
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CRS BOMBAY Appendix 4

I'LARO TETEYE H PROGRAMME

STATEMENT OF QUESTIONED AND INADEQUATELY SUPPORTED
TRANSACTIONS FOR THI PERIOD 1.4.1993 TO 31.3.1994

Name of CP Month Amount Particulars Disallowed under
Rupees regulation
211/ Unsupported
CP Ahmcedabad  Nov, 93 1,25,000 Fixed Deposit 1,25,000
R placed with S
(US$ 4,167)  Gujarat Rural (USS$ 4,167)
Housing Finance
Lud.
CP Nagpur Aprit, 93 86,830 The supporting, 86,830
10 vouchers were
Aug. .93 (US$ 2,894)  sigaificantly (US$ 2,894)

damaged by
termites and we
were unable o
verily them
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CRS -- BOMBAY

THE INDEPENDENT AUDITORS™ REPORT ONCOMMODITY ACCOUNTABILITY
STATEMENT

ZONAL OFFICE

I. We have audited the attached Commodity Accountability Report under CRS--Bombay
under PL 480 Title 11 Program for the period April 1, 1993 (o March 31, 1994 (Appendix
5). The Commodity Accountability Report is the responsibility of CRS--Bombay
management.  Our responsibility is 1o express an opinion on the Commodily Accountability
Report based on our audit.

2. We conducted our audit in accordance with generally accepted auditing standards and
U.S. Government Auditing Standards, issued by the Comptroller General of United States.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the Commodity Accountability Report is free of material misstatement. An
audit also includes assessing the accounting principles used and significant estimates made by
CRS--Bombay management as well as evaluating the overall report presentation. We believe
that our audit provides a reasonable basis for our opinion,

3. In our vpinion, Subject to observations in Appendix 7 under CRS--Bombay PL 480
Title 11 Program rcferred to above presents fairly, in all material respects commodities

received and distributed for the respective periods.

4. This report is intended for the use of management and others within CRS.

ooadoele U fowey

Niw Dl LOVELOCK & LLEWES
ea 1 Vo Chartered Accountants

'.L.-:'.“_n."
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CRS BOMBAY

'L 480 - TITLLE H PROGRAMME

Appendix 5

COMMODITY ACCOUNTABILITY REPORT FOR THE PERIOD
APRIL T, 1993 TO MARCH 31, 1994,

ZONAL OFKFICE

PARVICULARS

A DBPENING
BALANCE

As AL Apil 1) 1993
Stock lying at Warchouse

RECEIPTS
As per Bill ot Lading

Others
B. TOTAL RECEIPTS
CoISSUES to the CPs

LOSS
Marine Foss
Adjustment

D. TOTAL 1.OSS

E. CLOSING
BALANCE
as i Maereh 30 1991 of
stock lymg aw C & |

- Warchouse
(AT B-C-1)

NOTE: The above statement retlects the position of stock at Zonal tevel.

BULGUR Kgs

31312400

Y8, 18,750
41.277
98,000,027

1,22 00,750

5.24 827

5.24.827

2,065,650

(HE. Kps

200412

8,00.007
3,453
8,03,460

7.30,524

0600

600

2742

OUSB Kps

4 58,675

10,82,650

10,82,650

15,17,975

15.350

15.350
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CRS -- BOMBAY

THIE ANDEPENDENT AUDITORS’ REPORT
ON COMMODITY ACCOUNTABILITY REPORT

SUB-RECIPIENT

1. We have audited the attached Commaodity Accountability Report under CRS--Bombay
under PL 480 Tide H Program for the period April [, 1993 (0 March 31, 1994 (Appendix
6). The Commodity Accountability Report is the responsibility of CRS--Bombay
management.  Our responsibility is (0 express an opinion on the Commodity Accountability
Report based on our audit.

2. We conducted our audit in accordance with generally accepted auditing standards and
U.S. Government Auditing Standards, issucd by the Comptrotler General of United States.
‘These standards require that we plan and perform the audit o obtain reasonable assurance
about whether the Commodity Accountability Report is {ree of material misstatement. An
audit also includes assessing the accounting principles used and significant estimates made by
CRS--Bombay management as well as evaluating the overall report presentation. We believe
that our audit provides a reasonable basis for our opinion.

3. In our opinion, Subject 0 observations in Appendix 7 under CRS--Bombay P, 480
Tite 1l Program referred to above presents fairly, in all material respects commodities
received and distributed for the respective periods.

4. ‘This report is intended for the use of management and others within CRS.

ovelscl 2 daoser

Now e A . R
: LOVELOCK & LEWES

Tk
g coaadker 120 i
v Chartered Accountants
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CRS BOMBAY Appendix 6
PL 48O - 11TLE U PROGRAM

SUMMARIZED COMMODITY ACCOUNTABILITY REPORT FOR THE PERIOD
APEIL L, 1993 TO MARCH 31, 1994,

SUB RECIPIENY

PARTHOULARN BUR.UR O 'SB
By Kgs Kgs

Opening Inventosy 15.39,157 4.43.437 100,642
Receipts
Zonal OHice 1,22 (8750 7,310,524 15,17,975
Transtees 19,748 0,817 975
Others 6,998 16 -
Total Receipts 1,22.27.490 7.37,357 15,18,950
Total Avaifable 1,37.66.653 11.80.794 16,19.592
Total Distribution 1,23.08.171 10,58,672 12,067,365
Balance 14,58.482 1.22,122 3,522,227
Less: Adjustments
Inbind osses F.27.06038 413 271,927
Others 115
Total Adjpustmaents 1.27.093 3.0 27,927
Closing Balance 13,130,789 1.17.876 3,24,300

D



Cataolic Relief) Services, Bombay Zone.
CRS -- BOMBAY

PERTAINING TOPL 480 TIVLE I FOOD PROGRAM AND
STRENGTHENING GRANT WITH THE UNITED STATES AGENCY
FOR INTERNATIONAL DEVELOPMENT IN INDIA

ZONAL OFFICL

INDEPENDENT AUDITORS” REPORT ON THE SYSTEM OF INTERNAL
CONTROLS

l. We have audited the Fund Accountability Statement and Commodity Accountability
Report of CRS--Bombay under PL 480 Title 1T Program and also strengthening grant under
US AID for the period April 1, 1993 1o March 31, 1994,

2. We conducted our audit in accordance with generally accepted auditing standards and
U.S. Government Auditing Standards, issued by the Comptroller General of United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial stiements are free of material  nusstatement.,

3. In planning and performing our audit of CRS, Bombay, we constdered its internal
control structore in order to detcrmine our auditing procedures for the purpose of expressing
our opinion on the Statements and not 0 provide assurance on the internal control structure
of CRS, Bombay as a whole.

4. The management ol CRS, Bombay is responsible for establishing and maintaining an
internal control structure.  In {ulfilling this responsibility, estimates and judgments by
management are required to assess the expected benelits and related cost of internal control
structure, policies and procedures. The objectives of an internal control structure are o
provide management with reasonmable, but not absolote, assormnce that the assels e
safeguarded against loss from unauthorized use or disposition, and that transactions are
executed maccordance with management’s authorization and recorded properly 1o permit the
preparation of {inancial statements in accordance with generally accepted accounting
principles.  Because of inherent limitations in any internal control structure, ervors lor
irregularitics may nevertheless occur and not be detected.  Also, projection of any evaluation
of the structure to future periods is subject to the risk that procedures may become inadequate
because of changes in conditions or that the effectiveness of the design and operation of
policies and procedures may deteriorale.
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J. For the purpose ot this report, we have classified the sigaificant internal control
structure, pehcies and procedures mto the followng categories

Accounting/ Administrative Controls

- Cashoand Commodity receipts

- Disbursements/ Distribution

- Warchouse and Inventory Control
- Reporting

0. For the miernal control structure categories listed above, we obtamed an understandimg,
of the design refevant policies and procedures, determined whether they are cffective in
operation, and we assessed conrol risk.

7. As a oresult of these pnm-(lulml and an accordance with Government Auditiog
Standards, we fimited owr reliance on the internal control structure as, given the nature and
sire of the entity, an adequite structure for the purpose of audit reliance was considered not
to be in existence. As a consequence, we adopted a substantive testing approach in our audit
of the Fund Accountability Statement.

8. However, during the course of our audit, we noted certain matters involving the
internal control structure and its operation that we consider (o be reportable conditions under
established standards.  Reportable conditions involve matters coming to our atiention relating
to sigmficant deficiencies in the design or operation of the internal control structure that, in
our judgment, could adversely affect the organization's ability (o record, process, summarize
and report financial data, consistent with the assertions of management, in the financial
statements,

9. Our audit reveated the following reportable conditions, which are described in detail
on Appendix 9.

1. A material weakness is a condition in which the design or operation of the specilic
internal control structure elements do not reduce, (o a relatively tow level, the risk that ervors
or wregularitics. in amounts that would be material in relation o the Statements being
audited, may occur and not be Jdetected within a timely period by cuployees in the normal
course ol performnyg, their assigned tashs.
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1. Ouwr consideration of the internal control structure would not necessarily disclose alt
matiers in the internal control structure that might be reportable conditions and accordingly,
would not necessarily disclose all reportable conditions that are also considered 10 be material
weaknesses as delined above. However, we consider that the reportable conditions annotated
as in Appendix 9 in paragraph 9 above are material weaknesses.

2. This report is intended for the use of management and others within CRS.

/ -
!

I\X’U‘*/{ETL’\ S ALt

Moo bine LOVELOCK & LEWES
U3 Pooommer 0 Chartercd Accountants
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Cuthiohie Behef Scrveees, Bonthay Zone
CRS - BOMBAY

PERTAINING 1O PL 480 - TETLE T FOOD PROGRAM AND
STRENGTHENING GRANT WITH THE UNITED STATES AGENCY
FOR INTERNATIONAL DEVELOPMENT IN INDIA

SUB-RECIPIENT

INDEPENDENT AUDITORS’ REPORT ON THE SYSTEM OF INTERNAL
CONTROLS

l. We hiave audited the Fund Accountabitity Statement and Commodity Accountability
Report of CRS--Bombay under PLL 480 Title 11 Program and also strengthening grant under
US ALD for the period April 1, 1993 0 March 31, 1994,

2. We conducted our audit in accordance with generally accepted auditing standards and
U.S. Goverament Auditing Standards, 1ssued by the Comptroller General of United States.
Those standards require that we plan and perform the audit (0 obtain reasonable assurance
about whether the fimancial stitements are free of material  missttement.,

3. In planniog, and performing, our audit of CRS, Bombay, we considered its internal
control stiuctuse m order to determme our auditing, procedures for the purpose ol expressing,
our opinion on the Statements and not to provide assurance on the internal control structure

of CRS, Bombay as a whole.

4. The management CRS, Bombay is responsible for establishing and maintaining an
internal control structure.  In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benelits and related cost of internal control
structure, policies and procedures.  ‘The objectives of an internal control structure are to
provide management with reasonable, bul not absolute, assurance that the assets are
safeguarded against loss {from unauthorized use or disposition, and that transactions are
executed in accordiance with management’s authorization and recorded properly to permit the
preparation of financial statemeats in accordance with generally accepted  accounting
principles.  Because ol inherent limitations in any internal control structure, errors for
irrcgularitics may nevertheless occur and not be detected. Also, projection of any evaluation
of the structure to tutvre periods 1s subject (o the visk that procedures may become inadequate
because of changes in conditions or that the effectiveness of the design and operation of
policics and procedures may deteriorate.
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5. For the purpose of thes ceport, we have classitied the sipmticant wternal control

structure, pohicies ik procedmes into the lollowmy, categones
Accounting/ Administranve Controls

- Cash and Commodity receipts

- Disbursements/ Distnbution

- Warchowe and tnventory Control
- Reporting

0. For the mternal control  structure  categories histed  above, we obtained  an
understanding of the design of relevant policies and procedures, determined whether they are
effective in operation, and we assessed controf risk.

7. As a result ot these procedures, and in accordance with Government Auditing
Standards, we limited our refiance on the internal controf structure as, given the nature and
size of the entity, an adeyuate structure for the purpose of audit reliance was considered not
to be in existence. As a conseguence, we adopted a substantive testing, approach in our audit
of the tund Accountability Statement.

8. However, during the course of our audit, we noted certain matlers involving the
nternal control structure and its operation that we consider o be reportable conditions under
cstablished standards.  Reportable conditions involve matters coming to our attention relating
to significant deficiencies in the design or operation ol the internal control structure that, in
our judgment, could adversely atfect the organizations” ability Lo record, process, summarize
and report financial data, consistent with the assertions of management, in the financial
statements.

9. Our audit revealed the following reportable conditions, which are described in detail
on Appendix 9.

10. A material weakness is a condition in which the design or operation of the specilic
internal controf structure clements do not reduce, 1o a refatively low level, the risk (hat errors
or irregularitics, i amounts that would be material in relation to the Statements being
audited, may occur and not be detected within a timely period by employees in the normal
course of performing their assigned tasks.
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1E. Our consideration of the internal control structure would not necessarily disclose alf
matters in the internal control structure that might be reportable conditions and accordingly,
would not necessarily disclose all reportable conditions that are also considered 1o be material
weaknesses as defined above. However, we consider that the reportable conditions annotated
as in Appendix 9 in paragraph 9 above are malerial weaknesses.

12, This report is intended for the use of management and other within CRS.

‘ 7
ssveloh  aaiwes

LOVELOCK & LEWES
Chartered Accountants
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CRS -- BOMBAY

INDEPENDENT AUBITORS’ REPORT ON COMPLIANCE WITH AGREEMENT
TERMS, APPLICABLE LAWS AND REGULATIONS AND GENERAL
COMPLIANCES

ZONAL OFFICE

1. We have audited the Commodity Accountability Reports and FFund Accountability
Statements under Strengthening Grant and Tide H Program pertaining o PL 480 with the
United States Agency lor International Development (US AID) for the period April [, 1993
to March 31, 1994,

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

3. Compliance with agreciment terms and laws and regulations applicable to the program
and binding policies and procedures and general compliances applicable 10 CRS is the
responsibility of CRS’s Management. As part of obtaining reasonable assurance as to
whether the Commodity Accountability Reports and Fund Accountability Statements are {ree
of material misstatement, we performed tests on CRS for compliance with certain provisions
of laws, regulations, agreements, grants and binding policies and procedures. However, our
objective was not to provide an opinion on compliance with such provisions.

4. Results of our tests, disclosed with respect to the items tested, instances of
non-compliance with the agreement, laws and regulations and binding policies and procedures
and general compliances. The findings on non-compliance have been set out in the
accompanying Appendix 7 and 8.

5. Except as described above, the results of our tests of compliances indicate that with
respect 1o the items tested, CRS compliced in all material respects, with the provisions referred
to above. With respect of items not tested, nothing came to our attention that caused us
believe that CRS had not complied, in all material respects, with those provisions.

0. ‘This report is intended for the use of management and others within CRS.
Mom ot LOVELOCK & LEWES

Chartered Accounlants
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CRS -- BOMBAY

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH AGREEMENT
TERMS, APPLICABLE LAWS AND REGULATIONS AND GENERAL
COMPLIANCLES

SUB-RECIPIENT

I We have audited the Commodity Accountability Report and Fund Accountability
Statement under Strengthening Grant and Title I Program pertaining (0 PL 480 with the
United States Agency for International Development (US ALD) for the period April 1, 1993
to March 31, 1994,

2. We conducted our audit in accordance with generally accepted auditing standards and
U.S. Government Auditing Standards, issued by the Comptroller General of United States.
Those standards require that we plan and perform the audit (o obtain reasonable assurance
about whether the financial statements are free of material misstatement. -

3. Compliance with agreement terms and laws and regulations applicable to the program
and binding policies and procedures and general compliances applicable 0 CRS is the
responsibility of CRS’s Management.  As part of obtaining reasonable assurance as 1o
whether (he Commodity Accountability Reports and und Accountability Statements are free
ot material misstatement, we performed tests on CRS for compliance with certain provisions
of faws, regulations, agreements, grants and binding policies and procedures. However, our
objective was not to provide an opinion on compliance with such provisions.

4. Results of our tests, disclosed with respect to the items tested, instances of
non-compliance with the agreement, laws and regolations and binding policies and procedures
and general compliances.  ‘The findings on non-compliance have been set out in the
accompanying Appendix 7 and 8.

5. Except as described above, the results of our tests of compliances indicate that with
respect to the items tested, CRS complied in all material respects, with the provisions referred
o above. With respect of items not tested, nothing came to our attention that caused us
believe that CRS had not complied, in all material respects, with those provisions.

6. ‘This report is intended for the use of management and others within CRS.

!
T beeowdun 1994 rovilrk T duses

v, : LOVELOCK & LEWLES
N M&’L Chartered Accountan(s

27



Catholic Relief Services, Bombay Zone.

Appendix 7

’ROGRAMME SUPERVISION AND OPERATIONS

PROJECT MONTFORING
Linding I,

CRS operates through a netveerk of Private Voluntary Organisations (PVOs) 1o implement
the propgramme  objectives of Title 1 CRS under an apeecmient with the Counterpart (CP)
nkikes the CPodicectly tesponsible tor nuplemientation who in tuin enters into an agreciment
with the Operating Partner (OP) for actual programme implementation. CRS also supervises
the programme through internal reviews, controls through well faid out manuals, zonal
reviews. However, given the size and dispersal of activities in certain CP’s, the stalt strength
of these CPs namely Dharamsala and Mahim are inadequate. We understand that CRS with
Baltimore have already undertaken a study of the stafl needs in 1990-91.

Recommendation |,

CRS may refook al the option of extending Strengthening Grant for stalt and trauning to the
CP’s which are not fully cquipped 0 monitor the programme cffectively in addition o the
report of 199091, since there is a signilicant change in the level of operations since then.

Finding 2.
‘There are tmes where post facto approval is given for FEW - vocational training,

We recommend that the maoual should be amended o mclude vocitional traimng as a
‘regular programme”.
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COMMODETY s P OR ANTY ACE OUNTABHATY
Fanding |

CRS operates thiouyh REY OF and distitbutes Tood m accondance with the Ammal Listinnes
andd requirements of the propratme. We have noticed in large number ol CP's during our
visil viz, Dhacimsaby, Mappur, Ambikapur, Valsad, Mahim, Lagdalpur and Andheri and at
their OP s that there has been o availability of stocks during the year feading, to a break
in the progammes, T his results monon dist ihution of conmmodities to the beneticiaries. The
photograph below ol an OF at Ambikapur adequately demonstrates the low stock position

during our visit.

e gy A e e r—y

There are ground reahties ¢t the food being, recetved late due (o various reasons leading to
delays beyond the contiol of CRS. CRS/BO  has taken up these matters with New York
Shipping, TRIFED, US AtD/Delhi, Ministry of Weltare, Ministry of Railways, CRS Delhi.
cle. o ensure that commodities reach CP warchouses as per call forwards.

Alongwith (he sitiations of stock outs mentioned carlier, we fave also noticed that there e
situations prevailing in which certain CPs and O7s have over 6 months of consumption as
their stocls,  These CP's and (heir OP's are mainly  Dhaamsala, Valsad, Mahim,

Amhitapan . Japdadp s Khanwel,
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Recommendation |,

CRS/BO should continue the process and progress with TRIFED (Clearing and Forwarding
Agent), rattway authoritics, New York Shipping and other concerned authorities (0 ensure
adequate stock levels at CP's and OP's. 'The idea of having stock points at strategic positions
in the Zone may also be evaluated. Further, stock levels at different CP’s/0P°s should alslo
be monitored in relation 1o 1the consumptions, so that these situations are avoided.

Finding 2.

a) We have noticed during our visits that cards for MCH programs at Nagpur OP, Chhaoni
were retained by the operating partner and also not initialled.

b) Attendance registers for MCH program were not completed in Khanwel at OP Shelti.

Recommendation 2.

a) ‘The OP should not retain MCH cards.

b) The attendance registers needs o be appropriately filled up, as these provide for a cross
verification of issues.

Finding 3.

In respect of Nagpur CP visited by us we observed that weighing scale was showing lower
weight of commaodities o the extent of 3 to 4 kgs. We were informed by the CP that this
variagtion is taken into account whenever the issucs are made.  We are informed that the
discrepancy has been intimated to CRS Zonal office. Further, the supplier of the weighing
machine has also been intimated by CP.

The weighing scale should be repaired/replaced at the carliest in order o facilitate the
accurite issues of commoditics and determination of foss.

Finding 4.

a) We observed that under MCH programme, a Nagpur OP Chhaoni had distributed
commaodities to more than 2 members of a family in violation of the agreement terms.,

b) The beneficiarics arc overaged for N/C programme in Khanwel and a Nagpur OP,
Missionaries of Charity which was not in accordance with the criteria laid down in CRS
manuals.

Recommendation 4.

Ehgibility  criferia Taid down in CRS puidelines should be foltowed for MCH/N/C
programues for the concerned OP’s.
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Finding 5,

In respect of a Nagpur O, Chitale, food has been distributed in raw form under N/C
program contrary (o the program puideltnes.

Recommendation 5.

‘The distribution of food under N/C program should be made in covked form as laid down
in CRS manuals.

‘inding 0.

Publicity
Regulation 11 regarding, publicity regarding the origin of the commodities as a gift by the
U.S.A. was not adequately made in OP Chitale, OP Gothangaon and OP Jaspurnagar visited

by us.

Recommendation 6.

‘The publicity program should be designed in such a way, especially in remote arcas, that the
illiterate beneliciaries should also know about the actual donors.
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ZONAL OF1FICHE
Suryeyor

Finding 7,

CRS Title II manual requires that CRS Zonal Office should maintain a panel of atlcast three
surveyors.  However, CRS/BO maintains a panel of two surveyors and could not get a
reputed third surveyor 10 enrol on the panel. The second surveyor on the panel can not be
used as he is already the surveyor for the ship. Independence is ensured by not using the ship
surveyor. Hence, only one surveyor is being used by CRS/BO for conducting the survey of
the commaodities landed at the port.

Recommendation 7,

Rl

CRS Zonal Office should make further cfforts for maintaining a panel of atleast three
surveyors as laid down in Title [f manual.

Clearing and Forwarding Agent’s Stock Statements

Finding 8.

As per CRS manual, the clearing and forwarding agents are required to submit the stock
statements.  But no such stock statements have been prepared and submitted to the Zonal
Office leading to a position where CRS has no independent status report of the stock
movements and stock holding at the Clearing and Forwarding Agent’s warchouse. CRS/BO
is following up with the Clearing and Forwarding Agent viz. TRIFED to prepare and submit
stock statements o the Zonal office in terms of the agreement. Hence no recommendation is
offered.

w
N
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Appendix 8

FINANCIAL REPORTING AND TRANSACTIONS

Finding 1.

On our review of the transactions underlying the Financial Accountability Statcment (FAS)
for Title 11 covered under our scope work, we find Rs.1,25,000 (US $4,167) of transaction
not allowable under Title 1 programime.

Recommendation 1.
CRS nceds 10 review and approve the transaction after obtaining  USAID approval.
Finding 2,

The Title 11 gencrated funds coupled with slow disbursement of Road Transport Claims
(RTC) at many CP locations are insufficient to meet the programme costs and the CP resorts
to borrowing by way of interest free loans from the nodal institution. However such loans are
not routed through the CPC-1 or by way of foot note by the Dharmashala CP.

Recommendation 2,

We recommend that loans taken from institutions should be routed through CPC-1 and as foot
notes o CPC-1 (o reffect the financial position of the concernad CP in refation o Tite 1
funds.

Finding 3,

a) We have noticed in Ahmedhabad at OP Sanand that a loan of Rs.36,143 (US $ 1,205)
was met out of the Tite 11 funds towards a private funded project connected to Title 11
Program without obtaining a prior approval from CRS Zonal Office. Post facto approval for
the same was given by CRS Zonal Office in the month of September, 1993. The OP has
reimbursed the amount in two instalments in the months of August, 1993 and November,
1993.

b) OP Patora and CP Ambikapur does not have bank account in the name of CRS Title 1 but
in his personal name. As necessary change in the bank account name has been made during
the course of audit, no recommendation is offered.

c) OP Bargawan had only Rs. 500 (US$ 17) as the cash available for verification, while the
books showed Rs.23,689 (US$ 790) as its cash in hand. The diftercnce ol Rs.23,189 (US$
773) vepresents cash in hand of another MCH OP which was stbsequently merged in to one
Title 11 account on merger of the two Bargawan OP’s.  As necessary action has been taken,
no recaommendation s offered.
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Recommendation 3.

a) The concerned OP should be discouraged from obtaining post facto approvals for utilisation
of Title 11 funds, especially for transactions exceeding US$ 500.

Finding 4.,

Adjustments related to OPC-1 are made by overwriting the original OPC and these
adjustments are not authenticated by the OP’s signature at OP Sanand.

Recommendation 4.

Good practice requires that adjustments in stock and cash statements  should be made
separately with an explanatery note and should be properly authenticated by CP's and OP’s
signatures and, accordingly, these requirements needs (o be incorporated in CP/OP manuals.

Finding 5.

At most CP’s, major payments out of Title 11 funds have been made which are excecding the
limit allowable by CRS manuals for making payments in cash. We have noticed payments
cxceeding Rs. 10,000 although there are bank accounts operated at these places for CRS Title
11 funds.

Recommiendation 3,

In respect of cash payments- made in excess of the limit allowable by CRS manuals, we
recommend that CRS manuals should be amended 1o take care of certain cash payments which
are unavoidable due to circumstances prevailing at CP’s/OP’s locations viz.
transportation, ctc. Other cash payments in excess of allowable limit should be strictly
monitored and discouraged. 1t is further recommended that the CRS manual should be
amended 10 raise the limit for cash payments to Rs. 10,000,

Finding 0,

In respect of Nagpur CP visited by us, payment vouchers for the months of April, 1993 to
August, 1993 aggregating (o Rs. 86,830 (US$ 2,894) were found in damaged condition (torn
and caten by white ants) and, accordingly, we were unable to vouch the same.

Recommendation 6.

We recommend that the concerned CP should be instructed to reconstruct the relevant
vouchers and should be more carctul in preserving the financial document.

Finding 7,

In respect of OP Sanand of Ahmedabad CP, the loans taken from Institutions have not been
kept a track of by way of footnote o OPC-1 and due o this it was noticed that during a
month, as per OPC-1, repayment of foan to an Institution  excecded the loan taken, resulting
in an advance. ‘The same was settled subscequently during the same month.
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We suggest that Joans taken from the Institutions should be properly kept a track of by way
of footnote to OPC-1.
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Appendix Y

INTERNAL CONIROLS

WAREHOUSING AND INVENTORY CONFROLS

Linding 1.

a) The commaoditics e required (o be stored i termys of the CRS/ATD manual or prudent
warchousing practices i Stacks with proper dunnape, ventilation and the photograph shown
below demonstiates the practice tollowed in Balrampur OF s a good practice,

e general, the commodity warchousing controls were adequate in most places visited by us.
However, i Jagdalpur P there was unproper stacking, for winch a physical verilication of
commodities were not done by us and there was insutficient storing area for commaodities in
Khamwel, Jagdadpur CP, and <iocks were kept ina classtoom/other rooms in the absence of
a godown. Matiim CP does not have o podown.



Cotholic Reliep Xervices, Bombay Zone.

DY Thet there s no working papers efc, (o demonstrate an actuad physical verification o
None of the podowns except Khamwel visited by us

commaodhities coomed out by CP /O s
fssue on FHO basis

mamenned stick cards o tactitie issues on First tn Giest Qut basis.
1 reguement of the A aad there are no controls 1o facilitate such conforamty.  These
are bemg mctuded o the new Tide H ool and no cecommendation 1y offered.

Kecommendation 1.

a) CRS should c.ammme the nrospect of funding especially the Jagdalpur, Khanwel and Mahim
CP s which are not having adequate warchousing facilitics, 1o build proper storage space with

adequate dunnage.
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FINANCIAL CONTROLS

The following matters are considered weaknesses in internal control system and has been
discussed carlier in our report.

In CP Kunkuri, receipts of 4 months were being accounted for a single transaction on a later
date. ‘These transactions are required o be recorded on the day of the transactions.

Recommendation |,

Receipts and expenscs by concerned CP should be accounted for when they occur and routed
through the CPC-1/0PC-1.
Finding 2.
We have noticed cases that completed statements were adjusted and altered without any
evidence of authorisation in OP Sanand and CP Kunkuri. These cause difticulty in
monitoring the changes and weakens the control systems.

Recommendation 2.

Adjustments (0 financial or stock statements should be made by separately showing an
adjustment with an explanatory note, rather than changing a statement by overwriting. All
adjustments need authorisation by signatures of the CP/OP. This may be incorporated in
CP/OP manuals.

Finding 3.
Louans reccived from the institutions were not rellected in the financial statements by way of
a footnote as in Dharamsala CP and Sanand OP. This leads to inaccurate depiction of the
financial statements, as the amounts owed are not reflected.

Recommendation 3,

We recommend that loans taken from institutions should be routed through CPC-1 and as foot
notes to CPC-1 to reflect the financial position of the concerned CP in relation to Title 11
funds.
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Appendix 10

STRENGTHENING GRANT (LG)

Finding 1.

While scrutinising CP wise Strengthening Grant register at Zonal office, we have noticed (hat
in thé case of Valsad and Ahmedabad CPs, no provisional encashment certificates/bank pay-
in-slips have been received for certain periods as encashment certificates have been received
within 10 days. Whercas in case of Nagpur CP, encashment certificate for a certain period
was received alter a delay of 9 months.

Recommendation 1.

We suggest that CRS SG manual should be suitably amended to omit the requirement of
obtaining the provisional encashment certilicates/bank  pay-in-slips where  encashment
certificates are submitted by CP’s within 15 days of receipt of dollar cheques by them.
Further, Nagpur CP should be instructed o submit encashment certificate within the
stipulated time.

Finding 2.

During our verification of cash flows statements for Strengthening Grant, we have observed
in the casc of Andheri and Nagpur CP's that actual disbursements during a quarter are almost
double the projected needs, whereas in the case of Nagpur, Khanwel and Jagdalpur although
projected needs were estimated for certain quarters, no disbursements have been made during
those quarters. Jagdalpur CP was forced to avail a loan from the institution to finance the
strengthening grant activities.

Recommendation 2.

We suggest that more detailed study of projected needs should be carried out or disbursements
should be made in the relevant period in order (0 make sufficient funds available at the
disposal of CP’s.

Finding 3.

During our visit of Nagpur CP, it was observed that although funds under Strengthening
Grant have been provided to the CP for employing two persons, only one part-time employec
has been appointed for CRS programme.

Recommendation 3.

The concerned CI should employ adequate staff as per Strengthening Grant agreement.
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