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FROM THE AMERICAN PEOPLE

Office of Inspector General

October 12, 2005

MEMORANDUM FOR MISSION DIRECTOR, USAID/Zambia, James F. Bednar

7
FROM: Regional Inspector General/Pretoria, 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 31, 2002 (Report No. 4-611-06-001-N)

This memorandum transmits the subject audit report prepared by PricewaterhouseCoopers
(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 partner
NGO’s and coordinates issues of self sustainable provision of community health services.

USAID/Zambia 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.

U.S. Agency for Intemational Development
100 Totius Street

Groenkloof X5

Pretoria 0181, South Africa
www.usaid.gov



The audit covered $1,336,297 in expenditures of USAID funds for the period October 1, 2000 to
March 31, 2002. The specific objectives of the audit were to:

e 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 disbursements basis
and modifications of the cash basis).

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

e Perform tests to determine whether the recipient complied, in all material respects, with
agreement terms (including cost sharing, if applicable) and applicable laws and regulations
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.

e 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.

e 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 audit disclosed
the following:

e Total questioned unsupported costs of $175,159.

e Three reporta‘ble conditions, one of which was considered to be material.

e One instance of material noncompliance:

Therefore, we are making the following recommendations:

Recommendation No. 1: We recommend that USAID/Zambia 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 USAID/Zambia 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 pages 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 595.3.1.5.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 he/she signs. Please
have the responsible official provide RIG/Pretoria with written notice within thirty days on any
information related to actions planned or taken to implement the report recommendations.
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Churches rHeasth Association of Zambia (CHAZ)
Grant Management Unit (GMU)

Report on the financlal audit of

CHAZ/USAID Cooperative Agreement

Number 690-A-00-69-00265-00

Background

in October 1989 the United States Agency for intemational. Develapment (URAIL)) and the
Churches Health. Aasociation of Zambia [CHAZ) signed a Co-openstive agnsement agrsamant number 680-

-mmmmmewmammwmmwm The Co-
operative Agreament provided US5$2.365,582 to CHAZ. CHAZ Is implementing iis programs
through the following four Non-Govemmental Onganisations (NGOs): Clwistians Children Fund
(CCF), Development Aid from People to People (DAPP), World Vision Intemationat (WW) and
Adventist Development Rallef Agency (ADRA).

The purpose of the agreement was (0 provide: support 10 CHAZ a3 g.patner NGO for & program
in population, Health and Nulrition. The agresment enabled hﬁ:bwmdww
Management Unit (GMU) under CHAZ to moniiar the whole progiam.

Management

GMU through the partner NGO's, Wmmmmmmdmmt
activities. It conducts workshops for the reapective commun Mﬁeﬂwmﬁnm«NGOs
coordinates issues of self sustainable provigion dwmmmly

target communities with the requirements for the effective quality living examples.

Objectives and scops of the financial axidit
Autdit objecviives
The specific objectives of the audit of the USAID funds sme o

@ Express an opinjon on whether the fund accountability stetement:for the USAID-Runded
programs presents fairdy, in all malerial renpects, reveiuss received, cnels incsnrad, and
commodities and technical assisiance directly procired by USAID for the panad puidieed in
mmwmmammmmmmmma
other comprehensive basis of accounting (Inciuding the Cash receipts and distirsaiments baois
and modifications of the cash basis).

b)  Evaluate and obtein a sufficient undarstanding of tha redipient's intemelconirol rekated to the
USAID-funded programs, asseass control risk, and identify reportsbie conditions, including
material intemal ernirol weaknesses,

¢} Perform tests l0-determine whether the réciplent compiied, nalmaleliallmpmwih
wmmmmmmwmmm 'pRODFRMS. A
mwmmdmumwwmmmmmummmm
occured should be identified.

d)  Perform an aulit of the indirect cost rate.

@) Determine if the tecipient has taken adequate corrective: action on prior audit report




Cnurches Health Assoclation of Zambla (CHAZ)
Grant umae-mnt Unit !Gmll '

. » L ( I i o
mmmmmmwwam dtdmmummwm
for the eightesn month period ended 31 mm in ackordants with:Governinent Ajditing
Standards issued by the Controller General of the United States. Tnsmm“mm
required we:-

. mmwwwmwwwmm

" s mu?ﬂﬁdﬁwg:ﬂmumu maggrmwm&sm
an un i
risks and:identify reportabile conditions inchiding: meleria intemal control weakness;

»  Perform teets to determine whether the psgociation compliad in alt material respects, with
agmmaunm.ammmmmmmmmwmm

o memtmmmdwwmmmdmmmmmmmm
properly recerded,
. RWMWMbWMMW!MMMMNb

. Dmmmamwadvmefﬁmﬁm' ,M,Mdowmm nCIOmg
reconailiaiions of imds advanced, dishursed; and aviiobie;
Dmmmmmmmnmmmmmr -

Review mwumntwm !oduhrmhe Msomd mmqual pmunas miudmg

. wmmwmmmmmmmmm
supported and appeoved:

. ?%Mlhmdbyhm&anﬂmmmmoﬂwm
'or 9 UsH;

. Reviawtodnﬂoatmmmdsqmspmcmwmmwamﬁm
procured directly by USAID for CHAZ;
Determine if CHAZ/SMIU has taken comective action of prior year

secommpndations:
Exmmecmmmmmpummamismmemm«mm
the indirect ¢ost rate; and

. Exmnolwaemdndnectmmmfmmemmdmmmwm.
Summary of audit rasults
a) The foltowing are the significant ragaits of our sudit:

Our opinion on the FWMMWWWWWM Qualified;

= Atotal of USS 175,150 of questionsd coata were neled durks, e suadt 4 sile 1o a ack of
adequate suppont docurmentafion, ailhoudh Hiase aie UNSVPDINS], mfmmmw '




be inaligible bacause significant partion of anm wiee o payients made 1o
statubory bodies: and stalf costs not sy M sheets;




Intarnal control struclure

s W noled i ;hh




Churches Health Association of Zambia (CHAZ)

Grant Management Unit (GMU)

Report on the Financial Audit of
CHAZ/USAID ¢ .
Number 690-A+00-99-00285-00

Agreement

0

Status of prior year intemal control recommendations

signed by a senior official to ensure enors and
frauds are not parpatrated.

As much as possible, goods and services
shouid be paid for by cheque 10 safeguard the
project's funds.

Recommendation Stahus of implementation
Bank and cash
| Bank reconciliations should be reviewed and | Implemented.

Implerented. Except for Wortd Vision project in

Payrol expenses

Project empioyeas should be paid their
remuneration with the amounts stiputated in
that employmant contracs.

implemented.

General — other recommandaions

it was recommended that a praject driver be
employad as spon as;poasitie as this has
been catered for in the budget.

it was recommended that management
consider acquiring a computer for the CCF
project.

The informalion postad to the computerised
accounting system should ag clearly as

possible have easily identifiable reference to
the source transactions. It was recommended
for the use of chequa number as this also
provides a sequence. control of the cheques.
Adjusting journatls should also be referanced.

it was reconumended that the cashbooks of alf
projects be designied to reflect budget linés of
expenditure.

Implemanted.

Iimplemented. Excel is bairig used 1o rscord the

| Implemented.

Nat implementead.




Churches Health Associlation of Zambia (CHAZ)
Grant Management Unit (GMY))

Report on the financial audit of

CHAZIUSAID Cooperative Agreement

Number 630-A-00-99-00285-00

Statement of responsibliity for project fund accountability staternent

The management is responsible for praparing the fund accountability siatements for sach
mmmmmqamwumdmaupofa«mwamumwm
surptusordeﬁtmdmhﬂ:wﬂoﬂrmpm hwmmmm
statements, the managerment sslect suitalie acominting policies: ‘apply
consistently, mm@mwammmstmmwmmwumq
accounting

The management is responsibie for ensuring that CHAZ/GMU: keans proper acou nnmmds
which disciase with raasoneble accuracy at aiy ime the Snanciel position.of CHAZ)
manmmntbdwmmslmmmwwmﬂmmdmdmmdbwlm
Managements’ ststements on the fund accountabifity statemant

We, the management of CHAZIGMU are of the opinion that:

2) The fund accountability statements ae drawn up 30 as lo give A true and fair view of the
surplus of CHAZIGMU for the eightersn month period endéd: 31 March 2002 andl the: fund
balances held at that dale; and

b) There are reasonable grournds to believe that CHAZ/GMU: will be able to pay:its liabilities as
and when they kil due.

Signed on its behalf by:

G

Dr G Blemily~ Mo B Wy
Executive Diractor Grant o
Churches Health Assaciation CHAY
of Zambia Gvie

LT
e
AR




Board of Directors WY PWE LM
Churches Health Association of Zambia (CHAZ)

Grant Management Linit (GMLU)

P O Box 34511

Lusaka.

independent auditors report on the Fund Ascountabiiity Siatement

We have audited the und acoountability stetement of CHAZ/GMU for the eightesn:
ended 31 Murch 2002, mmmmwmmmupmm OHA.ZJGMU

management. Our responsibility is 1o exprens an opinloh on the fund WMWW
based on our audit.

Except as discussed.in the fallowing two [
accountabiily siatament in accordence .lhg,% Clovanimest Audiing Stin
auattoobwnmmasmmam Iww eountebiity stalgman
material misstatement. An audit included exiiminkig, on 3 fest basis, SVINCS suRbOring the
amwntsanddmbsummtheﬁntaocommw Maudﬁmmasmo
the accounting principles usad and significant estiriates mide by manageinent, as well as

evaluating the overall financial statement . We believe that our audit providee a
reasonable basis for our opinion.

We do rot have a continuing education program that fi mmwmmmm
Chapter 3, paragraph-3.6 of .S, Governnent Audiling 9 ds. Fowevsy, our cusvent program
providas for at leas! (mimber) hours of coplinuing ed on-ndl Wrabhis  avary bvo yoors, We sre
taking approgpriate steps to implement 2 hat fily sal

requirement.

Wednnothavemextamwtymntrdmbya unaffiliated audit organi
iy Chapter 3, paragriiph: 3.33 of U.S. Gow M&umm. 10 such program is
offered by prafeasionsl orgenisations in Zambia. mmmwmmmmm
useammummmm;smmmwm :
PricewaterhouseCoopérs wddwide: lemamm Mmm
office to be subjected, every two years, mmmwmmwmw

managers from ottwer aiflisle offices.”

nmresukdmwsdwommefdlomngMWMhMWM
accountability statement, USD164,073 in costs that are not supported with age pit

On 11 July 2005, time sheets were made aveliable to us. However, under Giidelings
audits contracled by fonsign recipients section 5.3 (b), WMWMMM
be reparted without ragaid to whether the. coneitions giving fise 1o them wete conaoled
Consequently, no adistrrenis have bean made to our opinien”

228810



Independent auditors report on the Fund Accountabiiity Statement (continped)

on, wmmummmmmmmm
memn%m fty statament referred o shove prasents fe hﬂ"_.,.',,.,‘:m
mmmmwmmmmm 2 and. prcricn
directly procured by USAID e sightaen month ondag 31 Manch lin; atcordance
mmmemd%WMmmmm“mmmm
Notet.

In ammwmweovmtwﬂmgﬁmdm mmmmwmw
26 August 2005 on our consideration of CHAZ/CGA dwmmm
gtbﬁsofit:fcunpﬁ;mmm."w ¥ s and segiiations.

ral part of an audit parformed in acooidance with S Bovammient MG e
S&Hb@mmmﬂ%m ‘, ‘ ,. e : ! - -0 '“m
of our audit.

This report i intended for the information of GHAZ/GMA! an
USAID, this report is & matter of public recard and its dis




Churches Health Association Of Zambia (CHAZ)
Grant Management Unit {GMU)

Fund Accountability Statement

from 1 October 2000 to 31 March 2082

Budgmt Actust - " Questinnad Copts
$ $ B 3
Revenue
USAID grant 2425502 1341238 — —

Costs incurred

Subgrant
ADRA

CCF
DAPP

'a‘;\-'.]

NI

Human resources 164,073
indirect cost - -
Other direct costs - -
Transportation - -
Workshops and fraining - ____=
Total costs incusved —_— 175158
Outstanding fund balance

" 4841
Represented by:
Cash balance at
1 October 2000 . (4.298)
Transiation difference - {4,439%)
Cash balance st
31 March 2002 — 13674

S 4901
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mamm

mmdwm: et mm
mmmmmmgmw. ,%
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' ,wmw’ ‘

Wmafwabhemm Doer:

12 montha
18 months

Costs incurred
Cmummmmmmswmbumm
uneupponad MMWW

I@m

2

o2
o357

= e e W
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o
b

id o of which ua:wm
don. The following ane-defalls of the

usb
16.57
8217
158340
| 42%

SAT8
- 26049

Staff salary costs paid amounting 16 UBD 164,073 were not supgdiied by tinceieats.
- ’ S

The fund aceountabilty statereent i (epiaredin Unitees States lioler.

Indiwect costs (ses page 13) |

1




Boardofbim
Churches k

P O Box 34511
Lussaka.

mmmﬁn%ﬂemmwmmm
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Churches Health Assacistio mm(m
Grant Management Unit (GMU)
indirect Cost Rate
forﬂnyaummmzm

Expenditure

Annual Genera| Meating expenses
Audlt foes
Bank charges
Comniittes expbnses
Depraciation
Electricity and umr
Food relief expenses
Grant- Wm.m Unit (ML)
Insuranice
Legal foes
Malaria control .

13




Churches Health Association Of Zambia (CHAZ)
Grant Managenwnt Unit (GMU)

Indirect Cost Rate |

for the year ended 31 March 2002

Notes to the indirect cost rate computation

The indirect cost rate is based on 12 montha figures to 31 March 2002.

* These are payment made to subgrants during the 12 months to 31 March 2002 excluced as
direct costs from the computation 25 per Cooparative Agreamerit attachment 1 pp 6 (Indirect
Costs).

**These are costs incurred on specific prgjacts by CHAZ. See the general purpose financial
statamants nots 5 (please note wmmb&lvm financial stitements are in kwacha)

*** Reconciliation of fotal expenditure per indirect cast rese to the: general purpose financial
staterments (GPFS)

-Balamaqormoacost

comprtation
- Less GMU expenses
- Revised costs

- Balance per GPFS




Board of Directors

Churches Health Associstion of Zambia (CHAZ)
Grant Management Unit (GMU)

P O Box 34511

Lusaka.

independent auditors raport on the general purpose financial statements of CHAZ

for the year ended 31 March 2002

We reviewed the general puspose financial stabements for the year ended 31 March 2002 and

note that the audit of them was done by Deloitte 8 Touche.

The audit reporis on the generad purpose financial statements for the years ended 31 March 2002
dated 17 June 2002 are unqualified.

e rere o

prtisk@asmnet.zm

Tolephors +(280 1) 228310
Faceimiie «(200 1) zg:gs
WO, COM
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mmbem(seeaomdb:amr«mmms)

incoms taxes and NAPSA not rermitted to relevant authiorities.
Cashbook not anslysed according to budget

A material weakness is @ condition in. which the; -0r aparation of one or moee:
memwmmwwmwi Mw fovel Bhe M 70rs o fei
in amounts that would b material in relation to the fund a e
nﬂhdwmammwmmnhmzaNmbﬂf ot
assigned funcions.

. wwmmufmmmmwmumhmm
Mmmnempmbhmuonsw._; J MM aiarly gRacio

We aiso noled clher matiors. invoivig inkarnal coitrol and lis epecition 4
mmam@ﬂhmmmwwmw ' ;

This report is infengied information:of Wﬁ A
Develapment m) %‘ﬁ ologie by USK
and its distribution ls: not




Detailed compliance findings
Appendix A




Churches Heaith Association of Zambia (CHAZ)
Grant Management Unit (GMU)
Report on compliance detalled findings

No timesheets. for staff salary costs pald

Cond#tion
Staff salary costs paid to GMU staff were not supportad by imesheets.

Recommendation/criteria
Mwwmmmmwwmsamwwmmmm
122A attachment B 7 m (version daled 03/21/02).

Cause
Management believed that bocausa ol the GMU staff weresemployad on a fulllime basis by
CHAZ/GMU project, there was no need (o maintein separate timesheets.

Effect
Non compliance with OMB cost principles A-122 attacherent B 7 m (version deted:03/24/02),

Management comment _
None received up o the time of signing the rapert on 28 August 2005,
Payioh

Condition
Bonuses pad to employeas US0441 were not taxed.

Recommendation/enileria
All staff relatad muﬂmhandbmeﬁtdedbewwmmmema
required by the Zambis Income Tax Act section 46.

Cause
Lack of understanding of the tax laws by management.

Effact

Potential penaities and interest of USD 217 o taxes not paid. Non complignce with OME cost
principies A-122 altachment 8 51 a

Management comment
None received up to the time of signing the report on 28 August 2005,

20




Churches Heslth Asseciation of Zambia (GHAZ)
Grant Managemant Unit (GMU)
Report on compliance detailed findings (continued)

Napsa pension payments

Condition

We discovered that the amount belng deducied for NAPSA for 7 employsss exceadod the limit
set of K51,483 (USD14) by K88,000 (USD24). in.addition we alsa noted that the amployer
contribution to NAPSA was not being made.

Recommendation/critoria

Only 5% of an employees gross. salary up o alimit of IK81,483 (USD14) should be deducted for
NAPSA. The employer should in tum alsocontribute & 100% of the employées doniribution to
NAPSA as required under section 14 (1) of tha Mational pension Schams Act.

Cause
Lack of understanding of the NAPSA laws by management.

Effect :
Nai-compliance with the laws and regulationg which cowd Jeex © (e projact inauning fines and
penalties and in addition poesible iagal action from employess for over dedisclion of pension
contributions. Non compliance with OMB cost principles A-122 sitachment B.51 a

Management comment.
None received up to the time of signing the report on 28 August 2005.

Supporting documents

Condition ]
We could not find supparting documents for payments amounting to K32,976.061 (48D 9,032). |

Recommendation/criteria

All supporting documents for payments, ie sugipliers’ involoss or receipts, shouldbe filed propery
and retained for fulure reference as required undes chapler 4 of paragraph 4.5 (d) of the USAID
guidalines for financial audits coniracted: by foreign recipient.

Cause

Poor filing

Effact
Non-compliance with the cooperative agreemaent attachment 3 pege 1 saction 2(a).

Management comment
None received up 1o the ime of signing the report on 26 August 2005.

21




Churches Health Association of Zambia (CHAZ)
Grant Management Unit (QMA)
Report on compliance detalied findings (continued)

indirect Cost Rate

Condition

The indirect cost rate of 33% used to compute the indirect costs claims by CHAZ was less than
the actual rate for the year by 1%.

Recommendation/criteria

All the indirect cost daims should be baged on:the. ) indirmct cost mmmmw
audmedbymhdqpanmauddorasmquiaq undler 4dpnmotm4,25 and 4.26 of the
USAID guidelines for financial audits coritracted by foreign recipient.

Cause
The indirect cost claims were based on the provisional rate.

Effect

CHAZ has under recoverediciaimed from GMLJ indirect costs incurred and shouid bie relmbiursed
by USAID.

Meanagement comment
None received up to the time of signing the report on 28 August 2005,

22
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Report on internal m WW Mﬁmﬂ
No timesheets for ataff salary conts. pald

Condiition
Staff salary costs paild lo GML) staff were not slpperted by femesheeis.

Recommendation/coloria
Al staft salary costi must be.supporied by fmigehi
122A atiachment B 7'm (version dated 0a/2112).

Cause

a8 required: by the OMB cout principle-

mwwmmﬂ GMUMM

annploypd on - il baais by

Nen compliarioe with OMB cost principies A-122 atachmes! B 7 m (version defeli ANE16R).

Management comment
None received up t/the time of signing the raport on 28 Agguit 2005.

qumpma oo ' Wao.
s mx* m m\
mm&dum St g

Inadaquaﬁadoabnolmkﬂemalconmmm

Effect

Managemant commnt
None received up to the ime of signing the: mmasmms




Churches Health. Association of Zambia {CHAZ)
Grant Management Unit (GMU)
Report on internial controls detailed findings (continued)

Cashbooks not anslysed according to the budget.

Condition ‘
The cashbooks maintainied by the projacts wara not anatysed according 10 the budget nes
agreed for reporting: purposes.

Criten
The budget should e used as a basis for the expenditure calegorisation in the cashbook.

Cause
Poor communication between the GMU and the subgrants.

Effect
Loss of monitering control over expenditure,

Management comment ‘
None received up o the time of signing the report on 26 August 2005.
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Soventh Flodr
National Savings &
Board of Diractors , :-'5'&3“ m%ﬂo#
Churches Health Asgociation of Zambia (CHAZ) Lusnks, Zemble
Grant Manapgement Linit {GMU)
P O Box 34511 Wm ﬂéaom‘n 228810
Lusaka. Fockimie mn@'
26 August 2006
Dear Sir
Management ietter

We have audited the fund accountability: statement of CHAZ/GML as of and for the eighleen
month period ended 31 March 2002 and hawe pleasure in presenting our inding and i
recommandation 10 you.

The matter contzined in this lefter came (0 our notice during the: course of our narnal audit
procadures, whicharedosigmdpﬂmmyfwmwpmdexmmwommmmem
accountabiiity statement of CHAZ/GIMU.. Tﬁsb&umynd,m inckide all the
weaknesses that a special examination of systems might identify.

This letter has been prepared solely for your use and should not bie quioted, either in full of in part]
without our prior written consent. No respohsibliity to any third party is acoapted as the letter has
not been prepared for, and is not inkended for, any other purpose.

The matter referred to below in this letter has been commumicated and discusast with the Preject
managers.

Despite the amounts involved not being sigrificant, we nated that some petty cagh. vouchers werg
not approved. This is not in compliance with:the CHAZ/GMY financial it procedures
that require ail petly cash vouchers: 1o be approved belore payment is made. Nomanagement
commient was received on this matter up to the date of sighing Whis report.

We would like to take this opportunity to thank management and staff of the Project fon the co-
operation accorded to us during the audit.

Yours faithfully

/0 ﬁcew@m‘U«Conﬂeb
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CHURCHES' HEALTH ASSOCIATION OF ZAMBIA
STATEMENT OF RESPONSIBILITY FOR ANNUAL FINANCIAL STATEMENTS

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

The Board of Management confirm that the following statement is in accordance with a resolution of
the Board:

In the opinion of the Board:

the income and expenditure statement is drawn up so as to present fairly, the net i
resources of the Association for the financial year ended 31 March 2002;

the balance sheet is drawn up so as to give a true and fair view of the state of affairs of the
Association as at 31 March 2002; and

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

Signed on behalf of the Board by:
) CHAIRMAN
)
A )
f )
\ ) TREASURER
)




Deloitte & Touche PO Box 30030

Kafue House Lusaka
1 Nairobi Place Zambia
Cairo Road

Lusaka

Telk: (260) 1 228677/9

kel Deloitt
& Touc

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 responsibility 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 Intemational 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 31
March 2002 and the net incoming resources and cash flows for the year then ended and comply with
operative Zambia Accounting Standards.

Jeloih ¢ oo
DELOITTE & TOUCHE

(7 Jome Loo L

Deloitte
Touche
Tohmatsu




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

INCOME AND EXPENDITURE STATEMENT

for the year ended 31 March 2002
Kwacha '000
Unrestricted Restricted
NOTES funds funds 2002 2001

Incoming resources
Income 3 694,022 4,292,139 4,986,161 3,892,926
Other income 4 349,382 331,659 1,681,041 230,487
Total income resources 2,043,404 4,623,798 6,667,202 5,123,413
Resources expended
Project expenses 5 4,098,879 4,098,879 3,187,163
Staff costs 987,024 987,024 529,400
Depreciation 7 214,187 214,187 158,823
Other operational costs 850,191 850,191 456,795
Total resources expended 2,051,402 4,098,879 6,150,281 4,332,181
Net (outgoing) incoming

resources (7,998) 524,919 516,921 791,232




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

STATEMENT OF MOVEMENTS IN ACCUMULATED FUND
for the year ended 31 March 2002

Kwacha '000
Contributed  Revaluation Accumulated
capital reserves fund Total

Balance at 1 April 2000 1,574 1,194,151 924,326 2,120,051
Net incoming resources for the year 791,232 791,232
Transfer from revaluation reserve (19,393) 19,393

Balance at 31 March 2001 1,574 1,174,758 1,734,951 2,911,283
Net incoming resources for the year 516,921 516,921
Transfers from revaluation reserve (19,393) 19,393

Balance at 31 March 2002 1,574 1,155,365 2,271,265 3,428,204




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

BALANCE SHEET
at 31 March 2002

Kwacha '000

NOTES

ACCUMULATED FUND
Restricted funds
Unrestricted funds

CAPITAL GRANTS

Represented by:

FIXED ASSETS
Tangible fixed assets

CURRENT ASSETS
Stocks

Debtors

Bank and cash balances

CURRENT LIABILITIES

Amounts payable to member institutions
Other creditors and accrued expenses
Employee provisions

Bank overdraft - unsecured

NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES
LIABILITIES DUE AFTER MORE
THAN ONE YEAR
Deferred liabilities

NET ASSETS

10
11

12

13

2002 2001
2,017,645 1,629,134
1,410,559 1,282,149
3,428,204 2,911,283

796,774 790,045
4,224,978 3,701,328
2,062,154 2,069,858

225,787 530,344

178,610 4 144,156
2,604,169 1,390,936
3,008,566 2,065,436

205,936 160,075

298,799 93,956

33,333 96,438
3,805 -

541,873 K 350,469
2,466,693 1,714,967
4,528,847 3,784,825

303,869 ¥ 83497
4,224978 3,701,328

The responsibilities of the Association's Board of Management with regard to the preparation of the
financial statements are set out on page 1. The financial statements on pages 3 to 13 were approved by

the Board of Management on l)t! El;l 0 L and were signed on its behalf by:

-

CHAIRMAN

TREASURER




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

STATEMENT OF CASH FLOWS
for the year ended 31 March 2002
Kwacha '000
NOTES 2002 2001
CASH FLOWS FROM OPERATING ACTIVITIES
Net incoming resources for the year 516,921 791,232
Adjusted for:
Amortisation of capital grants 6 (186,988) (122,021)
Depreciation 7 214,187 ISE,823
Interest received (2,721) (13,586)
Operating cash inflows before changes in
working capital 541,399 814,448
Decrease (increase) in stocks 304,557 (308,342)
(Increase) decrease in debtors (34,454) 39,611
Increase in amounts payable to member institutions 45,861 61,315
Increase (decrease) in other creditors and accrued expenses 204,843 (111,485)
(Decrease) increase in employee provisions (63,105) 27,749
Increase in deferred liabilities 220,372 55,869
Net cash inflows from operating activities 579,165
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of tangible fixed assets 7 (206,483) (503,747)
Interest received 2,721 13,586
Net cash outflows to investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Capital grants received during year 6 193,717 433,636
Net cash inflows from financing activities 193,717 43§,636
Net cash inflows 1,209,428 522,640
Bank and cash balances at beginning of year 1,390,936 868,296
Net bank and cash balances at end of year =L,£0=,9=i6=
Comprised of:
Bank and cash balances 2,604,169 1,390,936
Bank overdraft (3,805)
2,600,364 1,390,936




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

ACCOUNTING POLICIES

BASIS OF ACCOUNTING

The financial statements are prepared on the historical cost basis of accounting, as modified by the
revaluation of certain tangible fixed assets, and comply with operative 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 income 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 outflow of resources embodying economic benefits

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 written off. Where it is likely that a debt may eventually become
bad, a specific provision is made in the financial statements to reflect the reality.

FINANCIAL INSTRUMENTS
Financial assets and liabilities are accounted for at cost, but adjustments are made when the
recoverable or payable amounts change from the carrying values. Fair values of financial

instruments are disclosed where these differ from the carrying values. Income or expenditure
relating to financial assets or liabilities is accounted for on an accruals basis.

TANGIBLE FIXED ASSETS

Leaschold 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 fixed assets over their expected
useful lives on a straight line basis, at the following annual rates:

Leasehold buildings remaining period of lease
Other equipment 20%
Motor vehicles 25%
Computer equipment 33%
CAPITAL GRANTS

Capital grants represent amounts received from foreign aid agencies for the purchase or construction
of tangible fixed assets. The grants are credited to the income and expenditure statement 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 transferred to the income
and expenditure statement.

REVALUATION RESERVE

The surplus arising on revaluation of tangible fixed assets is credited to a revaluation reserve. A
transfer is made from this reserve to the accumulated fund each year equivalent to the difference
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 first-in, first-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 currencies are translated into Zambian Kwacha at the rates of
exchange ruling at the date of the transaction.

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

RETIREMENT BENEFITS

Certain of the Association’s employees are on 3 year contracts and gratuity is payable at 25% of the
annual gross remuneration. The Association's employees that are on permanent contracts and have
served 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.




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2002

Kwacha '000

ke PRINCIPAL ACTIVITY

The Association's principal activity is the co-ordination of the activities of Church administered health
institutions.

2. TAXATION

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

3. INCOME

Income represents donations from the following donors:
Unrestricted  Restricted

funds funds 2002

DanChurchAid V1,529,692 1,529,692y 2,068,588
CORDAID ' A,050,345 1,050,345 614,575
NORAD - 8284410 8284417 312,321
Central Board of Health 426,448 - 426448 Y
Canadian Public Health . - - . 308,984 208,984,/
LeprosyMission .. . - 203,714 203,714/
World Health Organisation - UNAIDS 178,793 178,793/
Southern African AIDS '

Training Programme - 140,675 140,675/ 64,880
GRZ Disaster Management 137,354 - A31354 Y
World Council of Churches 130,220 - v 130,220 -
International Family Health - 109,547 09547 / 175439
Beit Trust 41,948 41,948 -
Danish International Development Assistance - - 454,100
United States Agency for

Intemnational Development 31,072

694,022 4,292,139 4,986,161 3,892,926




5.

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' contribution to Annual

General Meeting expenses
Warehouse Project
Membership fees
Interest receivable

Sale of miscellaneous equipment

PROJECT EXPENSES

DanChurchAid - 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

Intemational Family Health Project

World Health Organisation - United Nations AIDS Project

Southem Africa Aids Training Program

Danish Intemational Development Assistance - Drugs Fund

Canadian Public Health Project

Beit Trust Project

Project expenses represents expenditure relating to specific projects.

Unrestricted Restricted
funds funds 2002 2001
509,827 509,827 329,960
493,329 - 493,329 479,472
|
168,352 144,671 313,023 11 [,378
- 186,988 186,988 122,021
81,901 81,901 84,909
48,136 48,136 T,534
14,714 14,714 9,369
14,549 14,549
14,436 14,436 14,116
|
2,721 2,721 l§,586
1,417 1,417 4142
|
,349,382 331,659 1,681,041 1 ,230.487
1,745,479 ,818,581
454,854 157,899
|
427381 414,428
658,228 -
191,125 27,739
164,439 9?,199
156,462 215435
91,707 -
84,162 72,855
73,307 380,793
40,315 -
11,420 2234
|
4,098879 3,187,163

It is outside the scope of these financial statements to cover the eventual utilisation of funds transferred to the

beneficiary institutions.

CAPITAL GRANTS

Balance at begining of the year

Additions during the year
Amortisation (note 4)

Balance at end of the year

10

2002 2001
790,045 478,430
193,717 433'f636

(186,988) (122,021)
796,774 790,045




7 TANGIBLE FIXED ASSETS
Leasehold Motor

buildings vehicle Equipment Total
COST
At beginning of year 150,201 542,301 267,192 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 31 March
2002 is represented by:
Valuation - 1995 ,609,601 - - 1,609,601
Cost 140,600 711,097 304,879 1,156,576
1,750,201 711,097 304,879 2,766,177
DEPRECIATION
At beginning of year 124,496 158,824 206,516 489,836
Charge for year 20,750 162,502 30,935 214,187
At end of year 145,246 321,326 237,451 704,023
NET BOOK VALUE
At end of year 1,604,955 389,771 67,428 2,062,154
At beginning of year 1,625,705 383,477 60,676 2,069,858

Leaschold buildings were revalued on the basis of open market value for existing use at
31 March 1995 by independent registered valuation surveyors.

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

8 CAPITAL COMMITMENTS
There were no capital commitments at 31 March 2002 and 2001.
9 STOCKS

Stocks comprise medical supplies held for distribution to member institutions.

11




10. DEBTORS 2002 2001

Staff debtors 92,816 98,592
Other debtors and prepayments 57,456 28,202
Subscriptions 28,338 17,362
178,610 144,156
11. BANK AND CASH BALANCES
Project accounts - positive bank balances
DanChurchAid - US Dollar Account 445,629 283,518
Canadian Public Health - US Dollar Account ‘ 165,356 8,318
Southern African Training - US Dollar Account 80,033 20,721
Cordaid Planning and Development - Kwacha Account 43,180
DanChurchAid .- Kwacha Account 29,889 240,544
Southern Africa Aids Training Program - Kwacha Account 28,431 ,996
DanChurchAid Eye Project - Kwacha Account 15,189
Cordaid Pharmaceuticals Services - Kwacha Account 14,692 6,357
Canadian Public Health - Kwacha Account . - 6,731
822,399 569,785
CHAZ accounts - positive bank balances
CMAZ Main - US Dollar Account ‘ 1,346,824 50?,925
CMAZ GRZ.Grant finance - Kwacha Account 169,699 35,094
Standard Chartered - Call Account 139,436 92,814
Standard Chartered Bank - Kwacha Current Account 53,921 ,492
Standard Chartered - GRZ Grants Kwacha Account 32,019 48,702
Citibank - US Dollar Account 23,766 17,365
CMAZ Loan Kwacha Account 9,061 2,787
Citibank - Kwacha Account 6,888 73,865
Cashin hand . 156 107
1,781,770 821,151
Total positive bank and cash balances 2,604,169 ,390,936
Project account - Qverdraft
Canadian Public Health - Kwacha Account (3,805)
Net bank and cash balances 2,600,364 1,390,936

Designated bank accounts were maintained for certain projects as detailed above. Funds for |other
projects were merged with funds from other donors for other CHAZ activities. These funds weré held
in non-designated CHAZ Secretariat US Dollar and Kwacha bank accounts.

12




12. AMOUNTS PAYABLE TO MEMBER INSTITUTIONS

Amounts payable to member institutions represent funds received from the Central Board of Health
and the Ministry of Health for onward remittance to member institutions.

13. DEFERRED LIABILITIES

Deferred liabilities comprise provisions for gratuity and retirement benefits estimated to become
payable after more than one year.

14. CONTINGENT LIABILITIES

There were no known contingent liabilities at 31 March 2002 and 2001

13




CHURCHES' HEALTH ASSOCIATION OF ZAMBIA

DETAILED INCOME AND EXPENDITURE STATEMENT

for the year ended 31 March 2002
Kwacha '000
2002 2001
Income
Donations received 4,986,161 3,892,926
Other income 1,681,041 1,230,437
Total income 6,667,202 5,123,413
Expenditure
Project expenses 4,098,879 3,187,163
Staff costs 987,024 529,400
Depreciation 214,187 158,823
WCC workshop expenses 151,472
Food relief expenses 118,301
Annual General Meeting expenses 99,041 85,992
Training expenses 69,647 30,478
Repairs and maintenance 57,434 35,792
Postage and telephone 41,972 34,932
Electricity and water 40,139 13,448
Bank charges 39,920 11,719
Audit fees 36,502 33,140
Malaria control 32,000 60,478
Travelling expenses 29,353 40,770
Committee expenses 24,728 23,460
Printing and stationery 20,779 21,873
Miscellaneous expenses 20,737 14,609
Motor vehicle expenses 20,030 26,826
Planning meeting expenses 12,461 -
Legal fees 11,101 -
Security 10,544 7,249
Insurance 7,614 7,354
"~ Rent and rates 6,416 3,375
“Bad debts 5,000
6,150,281 4,332,181
Surplus of income over ‘
expenditure for the year 516,921 791,232
14
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