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MEMORANDUM FOR MISSION DIRECTOR, USAIDIZambia, James F. Bednar 

FROM: Regional Inspector GeneralJPretoria, Jay R. Rollins 

SUBJECT: Audit of the Churches Health Association of Zambia Grant Management Unit 
under Cooperative Agreement No. 690-A-00-99-00265-00 for the eighteen-month 
period ended March 3 1,2002 (Report No. 4-6 1 1-06-00 1 -N) 

This memorandum transmits the subject audit report prepared by PricewaterhouseCoope~'s 
(Lusaka, Zambia). 

The audit was performed in accordance with U.S. Government Auditing Standards. The audit 
had scope limitations that PricewaterhouseCoopers does not have continuing education and 
external quality control review programs that fully satisfy the requirements set forth in U.S. 
Government Auditing Standards. 

In October 1999 the United States Agency for International Development (USAID) and the 
Churches Health Association of Zambia (CHAZ) signed a co-operative agreement number 690- 
A-00-99-00265-00 to provide support for a program in Population, Health, and Nutrition. The 
co-operative agreement provided $2,365,582 to CHAZ. CHAZ is implementing its programs 
through the following four non-governmental organizations (NGOs): Christians Children Fund, 
Development Aid from People to People, World Vision International and Adventist 
Development Relief Agency. The agreement enabled the establishment of the Grant 
Management Unit (GMU) under CHAZ to monitor the whole program. 

GMU through the partner NGO's, manages and oversees the implementation of the agreement 
activities. It conducts workshops for the respective communities together with the partn~cr 
NGO's and coordinates issues of self sustainable provision of community health services. 

USAIDJZambia initiated an Agency-contracted audit in order to cover an eighteen-month period 
because the prior audit did not include an audit of the agreement's indirect cost rate. 



The audit covered $1,336,297 in expenditures of USAID funds for the period October 1, 1000 to 
March 3 1,2002. The specific objectives of the audit were to: 

Express an opinion on whether the fund accountability statement for the USAID-funded 
programs presents fairly, in all material respects, revenues received, costs incurred, and 
commodities and technical assistance directly procured by USAID for the period audited in 
conformity with the terms of the agreements and generally accepted accounting principles or 
other comprehensive basis of accounting (including the cash receipts and disbursemeri ts basis 
and modifications of the cash basis). 

Evaluate and obtain a sufficient understanding of the recipient's internal control relatcd to the 
USAID-funded programs, assess control risk, and identify reportable conditions, incliding 
material internal control weaknesses. This evaluation should include the internal conwol related 
to required cost-sharing contributions. 

Perform tests to determine whether the recipient complied, in all material respects, with 
agreement terms (including cost sharing, if applicable) and applicable laws and regul ;I 1' ions 
related to USAID-funded programs. All material instances of noncompliance and all illegal acts 
that have occurred or are likely to have occurred should be identified. Such tests should include 
the compliance requirements related to required cost-sharing contributions, if applicable. 

Perform an audit of the indirect cost rate(s) if the recipient has been authorized to charge indirect 
costs to USAID using provisional rates and USAID has not yet negotiated final rates with the 
recipient. 

Determine if the recipient has taken adequate corrective action on prior audit report 
recommendations. 

The auditors rendered a qualified opinion on the fund accountability statement. The audi l disclosed 
the following: 

Total questioned unsupported costs of $175,159. 

Three reportable conditions, one of which was considered to be material. 

One instance of material noncompliance: 

Therefore, we are making the following recommendations: 

Recommendation No. 1: We recommend that USAIDIZambia determine the allowability of 
questioned unsupported costs totaling $175,159 detailed on page 9 of the 
PricewaterhouseCooper's report, and recover from the Churches Health Association of 
Zambia any amounts determined to be unallowable. 

Recommendation No. 2 We recommend that USAIDIZambia ensure that the Churches Health 
Association of Zambia correct the three internal control weaknesses (staff salary cost paid not 
supported by timesheets, income taxes and National Pension Scheme Authority not remitted to 
relevant authorities, and cashbooks not analyzed according to budget) detailed on piges 23-24 
of the PricewaterhouseCooper's report. 



Recommendation No. 3: We recommend that USAID/Zambia ensure that the Churches Health 
Association of Zambia correct the instance of material noncompliance (staff salary costs paid 
not supported by timesheets) detailed on page 20 of the PricewaterhouseCooper's report. 

In accordance with USAID's Automated Directives System (ADS) 595.3.1.1 .a and 595.3.1 S.a, an 
audit recommendation without management decision may be elevated three months after issuance. 
Contract, Grant, or Agreement Officers make management decisions on questioned costs and 
procedural audit recommendations resulting from Office of Inspector General (OIG) desk reviews of 
financial audits of contractors and grantees. Mission Directors make management decisions for 
audit recommendations pertaining to Strategic Objective Grant Agreements that helshe s igs .  Please 
have the responsible official provide RIGIPretoria with written notice within thirty days on any 
information related to actions planned or taken to implement the report  recommendation,^. 































































CHURCHES' HEALTH ASSOCIATION OF 
ZAMBIA 

FINANCIAL STATEMENTS 
for the year ended 3 1 March 2002 



CHURCHES' HEALTH ASSOCIATION OF ZAMBIA 

FINANCIAL STATEMENTS 
for the yearmded 31 March 2002 

CONTENTS 

Statement of responsibility far annual financial statements 

Report of the auditors 

Income and expenditure statement 

Statement of movements in accumulated fund 

Balance sheet 

Statement of cash flows 

Accounting policies 

Notes to the financial statements 

Detailed income and expenditure statement 

PAGE 



STATEMENT OF RESPONSIBILITY FOR ANNUAL FINANCIAL STATEMENTS 

The Board of Management is responsible for the preparation of financial statements that give a 
and fair view. 

The Board of Management c o n h  that the following statement is in acmrdancc with a resolution 
the Board: 

In the opinion of the Board: 

the income and txpcnditure statement is drawn up so as to prcscnt fairly, the net kcmig 
resources of the Association for the financial year ended 3 1 March 2002; 

the balance sheet is drawn up so as to give a true and fair view of the state of affairs of t h e  
Association as at 3 1 March 2002; and 

there are reasonable grounds to bclicvc that the Association will be able to pay its debts as 
when they fall due. 

Signed on behalf of the Board by: 

CHAIRMAN 

TREASURER 



Deloitte & Touche 
Kafw House 
I Nairobi Place 
Cairo Road 
Lusaka 

Tek (260) 1 228677B 
Fax: (260) 1 22691 5 
dnedcldne.com 

PO Box 30030 
Lusaka 
Zambia 

Deloitt 

REPORT OF THE AUDITORS 

To: The Board of Management 
Churches' Health Association of Zambia 

We have examined the financial statements on pages 3 to 13 which have been prepared on the basis of 
accounting policies on pages 7 and 8. 

RESPECTIVE RESPONSIBILITIES OF THE BOARD OF MANAGEMENT AND AUDITORS 

As described on page 1, the Board of Management is responsible for the preparation of the financial 
statements. It is our responsliility to form an independent opinion, based on our audit, on those statements 
and to report our opinion to you. 

BASIS OF OPINION 

We conducted our audit in accordance with International Standards on Auditing. An audit includes 
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. 
It also includes an assessment of the significant estimates and judgements made by the Board of 
Management in the preparation of the financial statements and of whether the accounting policies are 
appropriate to the Association's circumstances, consistently applied and adequately disclosed. We consider 
that our audit procedures were appropriate in the circumstances to support our opinion presented below. 

OPINION 

In our opinion the financial statements give a true and fair view of the state of the Association's affairs at 3 1 
March 2002 and the net incoming rcsomes and cash flows for the year thm ended and comply with 
operative Zambia Accounting Standards. 

DELOITTE & TOUCHE 

Deloitte 
Touche 
shmatsu 



INCOME AND EXPENDITURE STATEMENT 
fwthcy#trcndad31 March2002 

Kwacha '000 

Incoming resources 
Income 

Other income 

Total income resources 

Resources expended 
Project expenses 
Staff costs 
Depreciation 
Other operational costs 

Totd resources expended 

Net (outgoing) incoming 
resources 

NOTES 
Unrestricted 

funds 
Restricted 

funds 



STATEMENT OF MOVEMENTS IN ACCUMULATED FUND 
for the par ended 3 1 March 2002 

Kwacha '000 

Balance at 1 April 2000 

Net incoming resources for the year 

Transfer from revaluation reserve 

Balance at 31 March 2001 

Net incoming resources for the year 

Transfers fiom revaluation reserve 

Contributed Revaluation Accumulated 
capital reserves fund Total 

2,120,051 

79 1,232 

Balance at 31 hlareh 2002 



BALANCE SAEET 
at 3 1 Mmh 2002 

Kwacha 'OW 
NOTES 2002 2001 

ACCUMULATED FUND 
Restricted funds 
Unrestricted finds 

CAPITAL GRANTS 

FIXED ASSETS 
Tangibk f i x 4  assets 

CURRENT ASSETS 
Stocks 
Debtors 
Bank and cash balances 

CURRENT LIABILITIES 
Amounts payable to member institutions 
Other creditors and a c c d  ex- 
Employee provisions 
Bank overdraft - unsecured 

NET CURRENT ASSETS 

TOTAL ASSETS LESS CURRENT LIABILITIES 

LIABILITIES DUE AlTER MORE 
THAN ONE YEAR 

Defend liabilities 

Nf T ASSETS 

The responsibilities of the Association's Board of Management with regard to the preparation of the 
financial statements an set out on g 1. The fmancial statements on pages 3 to 13 were approved by 
the Board of Management on bkFb1 o L and were signed on its behalf by: 

1 
1 
) TREASURER 



STATEMENT OF CASH FLOWS 
for the year ended 3 1 March 2002 

Kwacha '000 
NOTES 

CASH mows m o ~  OPERATING ACI~VITIES 
Net incoming resources for the year 
Adjusted for: 
Amortisation of capital grants 
Depreciation 
Interest received 

Operating cash inflows before changes in 
working capital 

Decrease (increase) in stocks 
(Increase) decrease in debtors 
Increase in amounts payable to member institutions . 
Increase (decrease) in other creditors and accrued expenses 
(Decrease) increase in exnployee provisions 
Increase in deferred liabilities 

Net cash inflows from operating activities 

CASH lXOWS FROM INVESI2NG ACTIVITIES 
Purchase of tangible fixed assets 
Interest received 

Net cash outflows to investing activities 

CASH mows  OM FINANCING ACTIMTIES 
Capital grants received during year 

Net cash inflows from financing activities 

Net cash inflows 

Bank and cash balances at beginning of year 

Net bank and cash balances at end of year 

Comprised of: 
Bank and cash balances 
Bank overdraft 



' HEALTE ASSOCIATION OF ZAMBIA 

ACCOUNTING POLICIES --- -- -- 

BASIS OF ACCOUNTING 

The fmancial statements are prepared on the historical cost basis of accounting, as d e d  by the 
revaluation of certain tangible fmed assets, and comply with o p t i v e  Zambia Accounting 
Standards. 

INCOME 

Income represents donations received during the year. 

PROJECT EXPENSES 

These relate to expenses incurred on specific project activities and are included in the incom and 
expenditure statement in the period in which the payment is made. 

PROVISION 

Provisions are recognised when the Secretariat has a present legal or constructive obligation as a 
result of past events, where it is probable that an outtlow of resources embodying economic benef- 
will be required to settle the obligation, and a reliable estimate of the amount of the obligation can 
be made. 

PROVISION FOR BAD AND DOUBTFUL DEBTS 

Any debts identified as bad are writ& off. Whne it is likely that a debt may eventually becom 
bad, a specific provision is made in the financial statements to rdlect the reality. 

FINANCIAL INSTRUMENTS 

Financial assets and liabilities arc accounted for at cost, but adjusbmnts are made when the 
recoverable or payable amounts change from the canying values. Fair values of fmancial 
instrumnts are disclosed where these differ from the carrying values. Income or expenditure 
relating to fmancial assets or liabilities is accounted for on an accruals basis. 

TANGIBLE FIXED ASSETS 

Leasehold buildings are stated in the balance sheet at valuation less depreciation. 

Other assets are stated in the balance sheet at cost less depreciation. 



DEPRECIATION 

Depreciation is charged to write off the cost or valuation of tangible fmed assets over their expected 
usem lives on a straight line basis, at the following annual rates: 

Leasehold buildings 
Other equipment 

Motor vehicles 

Computer equipment 

remaining period of lease 
20% 

25% 
33% 

CAPITAL GRANTS 

Capital grants represent amounts received from foreign aid agencies for the purchase or constmction 
of tangible fmed assets. The grants are credited to the income and expenditure statemnt in equal 
annual instalments over the expected useful lives of the related assets. Capital grants included in the 
balance sheet represent total grants receivable to date, less amounts so far transfemd to the income 
and expenditure statement 

REVALUATION RESERVE 

The surplus arising on revaluation of tangible fmed a k s  is credited to a revaluation reserve. A 
transfer is made from this reserve to the accumulated fund each year equivalent to the diffmce 
between the actual depreciation charge for the year and the depreciation charge based on historical 
values. 

STOCKS 

Stocks are stated in the balance sheet at the lower of cost and net realisable value. Cost is calculated 
using the fmt-in, fmt-out method and includes all costs incurred in bringing the stock to its present 
location and condition. 

TRANSLATION OF FOREIGN CURRENCIES 

Transactions denominated in foreign cumncies are translated into Zambian Kwacha at the rates of 
exchange mling at the date of the transaction. 

Assets and liabilities denominated in foreign currencies arc translated into Kwacha at the rates of 
exchange ruling at the balance sheet date. Gains and losses arising on translation are included in the 
incomc and expenditure account in the period in which they arise. 

RETIREMENT BENEFITS 

Certain of the Association's employees arc on 3 year contracts and gratuity is payable at 25% of the 
annual gross remuneration. The Association's ~ l o y t e s  that are on permanent contracts and have 
smed for more than 10 years are eligible for three months pay for each year of service. 

The portion of the provision which is estimated to become payable after more than one year is shown 
as a deferred liability. 



NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 3 1 March 2002 

Kwacha '000 

5.- ACTIVITY * -. 

The Association's principal activity is the coordination of the activities of Church administered 
institutions. 

2. TAXATION 

The Association is exempt from taxation under section 15 of the Income Tax A d  1996, as amended. 

INCOME 

Income represents donations from the following donors: 
Unrestricted Restricted 

funds funds 

DanChurchAid 
CORDAID 
NORAD 
Central Board of Health 
Canadian  public^ Health -- --- - - 
Leprosy Mission - - 

world M t h  &isation - &AIDS 
Southern African AIDS 
Training Programme 

GRZ Disaster Management 
World Council of Churches 
International Family Health 
Beit Trust 
Danish International Development Assistance 
United States Agency for 

htmatitiana\ Dwelapmmt 



4. OTHER INCOME 

Administration, service and 
clearance fees 

Sale of drugs, seeds and 
mosquito nets 

Exchange gains 

Amortisation of capital 

grants (note 6) 
Rent receivable 
Miscellaneous income 

Members' conhibution to Annual 
General Meeting expenses 

Warehouse Project 
Membership fees 
Interest receivable 

Sale of miscellaneous equipment 

5. PROJECT' EXPENSES 

Unrestricted Restricted 

funds funds 

DanChurcMid - AIDS and Eye Projects 
CORDAID - Planning and Development Project 
CORDAID - Pharmaceutical Services Project 

NORAD - Drug Revolving Fund Project 
NORAD - Malaria Control Fund Project 
Leprosy Mission Project 
International Family Health Project 
World Health Organisation - United Nations AIDS Project 
Southern Afiica Aids Training Program 
Danish International Development Assistance - Drugs Fund 
Canadian Public Health Project 
Beit Trust Project 

Project expenses represents expenditure relating to specific projects. 

It is outside the scope of these financial statements to cover the eventual utilisation of funds t ransfnd 10 the 
beneficiary institutions. 

6 CAPITAL GRANTS 

Balance at begining of the year 
Additions during the year 
Amortisation (note 4) 

Balance at end of the year 



Total 

7 TANGIBLE FIXED ASSETS 
Leasehold Motor 
buildings vehicle Equipment 

COST 

At begjnning of year ,750,201 542,301 267,192 2,559,694 
Additions - 168,796 37,687 206,483 

At end of year 1,750,201 711,097 304,879 2,766,177 

Cost or valuation at 3 1 March 
2002 is reprtscnted by: 

Valuation - 1995 
Cost 

DEPRECIATION 

At beginning of year 
Charge for year 

At end of year 

NET BOOK VALUE 

At end of year 

At beginning of year 

Leasehold buildings were revalued on the basis of open market value for existing use at 
3 1 March 1995 by independent registered valuation sweyors. 

The Board of Management consider that the fair values of the leasehold buildings exceed 
its carrying values as reflected in the balance sheet. 

There were no capital commitments at 31 March 2002 and 2001. 

9 STOCKS 

Stocks comprise medical supplies held for distniution to member institutions. 



10. DEBTORS 

Staff debtors 
Other debtors and prepayments 
Subscriptions 

11. BANK AND CASH BALANCES 

Project accounts - positive bank balances 
DanChurchAid - US Dollar Account 
Canadian Public Health - US Dollar Account 
Southern Afiican Tmining - US Dollar Account 
Cordaid Planning and Development - Kwacha Account 
DanChurchAid - Kwacha Account 
Southern Africa Aids Training Program - Kwacha Account 
DanChurchAid Eye Project - Kwacha Account 
Cordaid Pharmaceuticals Services - Kwacha Account 
Canadian Public Health - Kwacha Account . 

CHAZ accounts - positive bank balances 
CMAZ Main - US Dollar Account 
CMAZ GRZ-Grant finance - Kwa'cha Account 
Standard Chartered - Call Account 
Standard Chartered Bank - Kwacha Current Account 
Standard Chartered - GRZ Grants Kwacha Account 
Citi'bank - US Dollar Acccnmt 
CMAZ Luan Kwacha Account 
Citibank - Kwacha Account 
Cash in hand 

Total positive bank and cash balances 

Project account - Overdraft 
Canadian Public Health - Kwacha Account 

Net bank and cash balances 

Designated bank accounts were maintained for certain projects as detailed above. Funds foi 
projects were merged with fimds from other donors for other CHAZ activities. These fimds we 
in nondesignated CHAZ Secretariat US Dollar and Kwacha bank accounts. 

other 
held 



AMOUNTS PAYABLE TO MEMBER IN-ONS 

Amounts payable to member institutions represent fimds received h m  the Central Board of 
and the Ministry of Health for onward remittance to member institutions. 

DEFERRED LIABILITIE3 

D e f d  liabilities comprise provisions for gratuity and rctinment benefits estimated to 
payable after more than one year. 

CONTINGENT WILFTIES 

Then were no ]mown contingent liabilities at 31 March 2002 and 2001 



DETAILED INCOME AND EXPENDITURE STATEMENT 
forthtycarcndsd31 March20112 

Kwacha '000 

Income 
Donations received 

Other income 

Total income 

Expendire 
Project expenses 
Staff costs 
Depreciation 
WCC workshop expenses 
Food relief expenses 
Annual General Meeting expenses 
Training expmses 
Repairs and maintenance 
Postage and telephone 
Electricity and water 
Bank charges 
Audit fees 
Malaria control 
Travelling expenses 
Committee expenses 
Printing and stationery 
Miscellaneous expenses 
Motor vehicle expenses 
Planning meeting expenses 
Ltgal fees 
Security 
Insurance 
Rent and rates 

r ~ a d  debts 

Surplus of income over 
expenditure for the year 
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