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SUBJECT:  Audit Report No. 1-532-88-05-N, "Audit of Component IT of the

Agro-Industrial Development Project with AGRO 21 Comporation in
Jamaica"

This report presents  the results of a non-Federal fimancial and
compliance audit  requested by vour Mission of Component II of the
Agro-Tndustriai  Development Proiect with AGRO 2] Corporation. The
certified public accounting fim  of Coopers & Lvhrand prepared the
report, which is dated April 20, 1088,

The purpose of this financial and compliance audit was to report on (1)
the fairness of the Cund accountabilitv statement of the project for the
neriod from September 1, 1984 (o March 31, 1987: (2) the svstem of
internal  control  of  the proicct,  including  procurement management,
vehicle management, and personne] management svstems; and (3) compliance
bv AGRO 21 with applicable laws, repulations, and agreement terms related
to the proiect.

Ceopers & Lvbrand disclaimed an epinion on the fund accountability
statement as of March 31, 1987 due to scope limitations caused bv AGRO
21's Timiting the anditer's access to informatior and AGRO 21's refusal
to furnish written renresentations. For the  same  reasons, they
disclaimed an opinion on the nrocurement management , vehicle management
and personnel mapagement  systems., However, their studv and evaluation of
internal accoutine control revealed a lack of segregation of duties and
accounting records which did not adequatelv reflect the transactions of

the project.  These conditions. in their oninion, ~ould result in more
than a relativelv low risk that material errors or other discrepanc ics
mav.occur and not be detected within a t imelv period.  Thev determined

thit  for items (51 ed. there  was  non-complian-o with  the policy
guitdelines  for  control  of ALl Do funded vehicles  and  the  proper
maintenance of  acconntiug records.  Thev disclaime! an opinion on the
items not  tested Tor compliance because of  the imposed rest rictions
ment ioned  above, Alvo,  Coopers &  Lvbrand  identified $10.081 in
aestionible costs chareed to (he project,



The Coopers & Ivbrand report contains two recommendations to improve AGRO
21's  svstem of internal  control and  one recommendation to improve
compliance with applicable laws, regulations, and agreement terms. We
believe that the finlines are significant and, as a result, we will
include the following recommendation in the Office of the Inspector
General's andit recommendation follow-up svstem:

Recommendation No, |

We recommend that USAID/ Jamaica:

a. obtain evidence from AGRO 21 Cornoration to demonstrate that it has
tnlemented  the two recommendations for internal controls and one
recommendation for compliance contained in the Coopers § ILvbrand
report dated April 20, 1988: and

b, negotiate a  settlement  with AGRO 21 Corporation concerni ne  the
disposition of the $10,081 in costs questioned by the Coopers §
Lybrand veport dated April 20, 19088.

Please aldvise this office within 30 davs of actions planned or taken to
tmplement this recommendat ion.



AUDIT OF COMPONENT II OF THE AGRO-INDUSTRIAL
DEVELOPMENT PROJECI IN JAMA1CA

USAID/JAMAICA PROJECT NUMBER 532-0081

ANl Coopers & Lybrand



COMPONENT II OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

IN JAMAICA

USAID/JAMAICA PROJECT NUMBER 532-0081

TABLE OF CONTENTS

Transmittal Letter and Summary
Background
Audit Objectives and Scope
Results of Audit
Management Comments
Financial Information
Auditors' Opinion
Fund Accountability Statement
Notes to the Fund Accountability Statement
Interrnal Accounting Controls
Auditors' Opinion
Findings
Compliance with Laws, Regulations, and Agreement Terms
Auditors' upinion
Findings
List of Report Recommendations

Appendices

Page
1 - 2
2 -3
4
5
6
7
8
9 - 10
11 - 12
13
14 - 15
16
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April 20, 1988

Mr. Coinage N. Gothard

Regional Inspector General for Audit

U.S. Agency for International Development
Tegucigal pa, Honduras

Dear Mr. Gothard:

This report represents the results of our audit of the fund accountability
statement of Component II of the Agro-Industrial Development Project, implemented
by Agro 21 tCorporation Limited under Project No. 532-008l1, for the period from
September 1, 1984 to March 31, 1987,

BACKGROUND

Agro 21 Corporation Limited (formerly Agro 21 Secretariat in the Office of the
Prime Minister) was created by the Government of Jamaica (GOJ) in Ocrober 1983,
and incorporated on April 29, 1985, to spearhead the private investment in
agriculrure, considered critical for the country's economic recovery., Agro 21
Corporation Limited (Agro 21) also has the responsibility for coordinating more
intensive land utilization, crop diversificrtion, adoption of improved technology
and the attraction of new 1avestment capital and technology inte agricultural
production, The company is tunded by the United States Agency for International
Development (USAID) and the GOIJ,

Agro 21 is administered by a Board of Directors appointed by the Government of
Jamaica, Its day to day operations are centrotled by a Managing Director,
appointed by the Board, and a Deputy Managing Director, with suppovt from various
departnent managers,

On September 30, 1987 rthe Goverrnment of Jomaica and the Agency for International
Development  signed Loan Agreemenr No. 532-T-019 rto fund rthe Agro-Industrial
Development  Project, USAID/Jamaica Project No. 532-0081, Tne loan agreement
provided USS9,489,000 ro be invested in two components, Component [ is primari”,
to provide loans to existing local mediun-sized agribugsinesses to  expand
production of traditional erops for the domestic market, Component  II, the
component  audiied, has a budget of US54,619,000 and is primarily to provide
funding for strategic planning, promotional activities, and feasibility studies
intended  to preatly  accelerate  the  investment by  large  private sector
apgribusinesses,  both  foreipgn and  domestic, in agricultural activities which
measurably increase the production of non-traditional crops for export,

KR LaCruise PA Desnoes SP Holtand DV Brown
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The borrower is the Government of Jamaica (GOJ). The execuiing entities are Agro
21 Corporation Limited and two other agencies, Jamaica National Investment
Promotion Limited (JINIP) and the Agricultural Credit Bank (ACB).

The agreement provides that;

- ACB would administer all project funds and make disbursements based
upen authorization of the appropriate executing agency;

Agro 21 weculd prepare sirategic plans for agricultural subsectors and
groups;

- Irtormation {rom these plans would be provided by Agro 21 to JNIP,
whichk would act as the marketing arm, or account executives for Agro
21, ard which tarpget and attract foreign investors;

t

ACB would assist investors by providing Jamaican dollars from
counterpart funds,

Our instruction foi the engagement confined our examination to the operations of
Agro 21, and our scope was restricted by Agro 21 to only such information which
it consadered to be directly related to the project and by its refusal to fuinish

wirittern representations in connecticn with the audit,

From vhe ivformation and explanations supplied to us by Agro 21, that company had
not operated on the basis of the functional relationship outlined above and as
set out in Amendment Zz of the project apreement. In addition, it is our
understanding that Agro 21's funding was directly from USAID, and the JNIP did
not function as its marketing arm,

It is, therefore, uncertain as to when the apparent departure {rom the agreement
terms with respect to these agencies occurred, and due to the restriction imposed
by Agro 21 described above, we are unable to obtain corroborative evidence to
support its representation on this matter,

AUDIT OBJECTIVES AND SCOPE

The overall objective of the engagement was to perform a financial and compliance
audit of Compouent 11 of the Agro-Industrial Development Project No. 532-0081,
exccuted by the Agro 21 Corporation Limited, for the period from September 1,
1984 to March 31, 1987, The objectives of this audit were to detoermine whether:

1. The fund accountability statement of the project fairly presents the
project funds advanced and disbursed as of March 31, 1987,

2, The internal controls and accrnunting practices of Agro 21 are
adequate for project purposes, including procurement management ,
vehicle manapement , and personnel manapement systems,



3. Agro 21 complied with applicable laws, regulations, and agreement
terms,

Cur examination was performed in accordance with gpenerally accepted auditing
srandards, as well as with the U.S. Comptroller General's "Standards for Audit of
Governmental Oiganizations, Programs, Activities and Functions" (198) Revision),
and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the cirtumstances, subject to
the restriction by Apro 21 in limiting our access to only such information that
it considered to be directly related to the project.

The scope of our examination consisted of the following:

1. Review of Tinancial information of the project for the period September 1,
1984 to March 31, 19k7,

2. Study and evaluation of the system of internal accounting control,
including testing the effectiveness of the system,

3. Evaluation of the procurement management system of Agro 21 for commodities
and services,

4, Review of the vehicle manapement control sy<tem of Agro 21, to determine
that USAID funded vehicles are used in accordance with sgreed procedures.

5. Review of the personnel management system,

6. Determination of whether expenditures were reasonable. allocable and
allowable under the terms of the apreement, and identifving costs not
considered appropriate for reimbursenent,

7, Review of reconciliations of bank accounts that record the receipts and
disburscements of USAID funde, and assessment as to the validity of the
recorded transactions,

8. Reconciliation of the amounts recorded by Agro 21 of funds advanced
under the project, with those reported as having been dishursed by USAID,

9. Determination of whether Apro 21 complied with the terms and conditions
of applicable laws, repulations and aprecment s,

However, as also indicatod above, the scope of our examination was more limited
than would be necessary on the circumstances because of restriction imposed by
Agro 21 limitaing our access to only such intormation which it conoiderced to be
directly related to the project, and because of its refusal to furnish written
representations in connection with the andit,



RESULTS OF AUDIT

1.

Fund Accountability Statement:

The audit revealed questionable costs in the amount of USS10,081, Our
scope was 1limited by Agro 21 restricting our access to only such
information which it considered to be directly related to the project, and
by the corporation not providing written representations requested in
connection with the audit. This condition prevents us from expressing, and
we do not cxpress, an opinion on the fund accountapility statement of
Component IT of the Agro-Industrial Development Project for the period from
September 1, 1984 to March 31, 1987,

Internal Control:

Our study and evaluation cf the system of internal control of Agro 21,
applicable to the project, indicated the following deficiercies:

- There was a lack of segregation of duties with respect to certain of
Agro 21 accounting functions affecting the project,

- Accounting records do not adequately reflect the transactions of the
project reported to USAID, Our examination revealed that Agro 21's
general ledger account balances differed from those contained in the
relevant reports sent to USAID by USS324,445, The reconciliation
required in the circumstances was carried out and the necessary
adjustments included in the fund accountability statement,

Since Agro 21 did not  furnish written representations  requested  in
connection with the audit, and due to the further limitations in our scope,
referred to in this report, we are unable to, and we do not, express an
opinion on the adequacy of the system of internal controls for USAID

purposcs,

Compliance with Applicable Laws, Regulations and Agreement Terms:

Our review of agreement terms revealed that there was non-compliance with
the policy puidelines for control of USAID-funded motor vehicles,

Because of the uncertainty  concerning compliance with the functional
relationship provided for in the apreement  hetween Apro 21, Jamaica
National Trnvestment Promotion Limited (JNIP) and Agricultural Credit Bank
(ACB), and the uncertainty arising from the restriction in our scope by
Agro 21 Timiting our access to only such information which it considored to
be dircetly related to the project and by its refusal to furn.sh written
representations in connection with the audit, we sre unable to, and we do
not, express an opinion on compliance with applicable laws, regulations and
agreement s for those items not tested,



MANAGEMENT COMMENTS

We provided Agro 21 and USAID-Jamaica with draft copies of the report and we met
with officials of both Agro 21 and USAID-Jamaica on January 27, 1988 to discuss
the report.

Our opinion on the findings in cur report has been amendod as a result of Agro
21's refusal to furnish written representations requested in connection with the
audit,

We have received, throveh USAID-Jama,ca, a copy of Apro 21's memorandum to Mr.
Coinage N, Gothard, setting out their comments to our report ., The memorandum is
attached as Appendix 2 to this report.  We have noted the comments contained
therein,  We do not apree with them in pencral and do not consider them to be of
significant relevance to our findinge,

In  general  we  concur  with  the  observations of the Mission Director,
USAID~-Jamaica, included as Appendix 1,

Bofr i gt
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COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

IN JAHAICA

USAID/JAMAICA PROJECT NUMBER 532-0081

REPORT OF THE FUND ACCOUNTABILITY STATEMENT

AUDITORS' OPINION

We have examined the fund accountabilitry statement for the period September 1,
1984 to March 31, 1987 of Component 11 of the Agro-Industrial Development Project
No. 532-0081 implemented by Apro 21 Corporation Limited, and funded by
USAID/Jamaica  lLoan  Agrecment  No.  532-T-019, Gur  examination was made in
accordance with generally accepted auditing standards and the U,.S5. Comptroller
General's  "Standards  for  Audit  of  Governmental  Organizations,  Proprams,
Activities and Functions” (1981 Revision), and accordingly included such tests of
the accounting records and  such other auditing  procedures as  we considered
necessary under the circumstances, except as explainead in the second paragraph
below,

The scope of our work was restricted by Apro 21 limiting our access to only such
information which it considered to be dircetly related to the project and by its
refusal to furnish written representations in connection with the audit, Also,
the aprceement provides that all funds under the project are to be administered
and disbursed by the Apricultural Credit Bank (ACB) upon authorization of the
other executingg apencies, Apro 21 Corporation Limited (Apro 21) and the Jamaica
National Investment  Promot ion Limited GINIP):; and that JUNIP will act as the
market ing arnw or account  executives for Apro 21, However, we saw no evidence
tnat rthis functional relationship existed during the period under review, and we
are uncertain as to possible etfects on the fund accountability statement of the
project, Additaionally, the agreement  included a provision for counterpart
contributions, but we were unable to obtain satisfactory evidence concerning the
timely receipt of the counterpart contribut ions,

We identitied HEST0 051 in quest ionable costs, as deseribed in Note D,

Because of  the uncertainties inherent gn the matters referred to above, and
because of the amount ot USS10,081 which we identificd as questionable costs, in
the third parapraph above, we are unable to, and we do not, express an opinion on
the fund accomtability  statement  of  Component  I1 of  the Apro-Industrial
Development  Project  tor the period from September 1, 1984 to March 41, 1987,
prepared on the cash basis of accounting as described in Note B,

yZm A e

April 20, 1988 CHARTEKEED ACCOUNTAN
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COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVEL.OPMENT PROJECT

IN JAHAICA

USAID/JAMAICA PROJECT NUMBER 532-0081

FUND ACCCUNTABILITY STATEMENT

FOR PERTOD SEPTEMBER 1. 1984 TO MARCH 31, 1987

(expressed in thousands of USS)

RECEIPTS
Fund received from USAID $ 1,833

LESS DISBURSEMENTS:

BUDGETED AMOUNT QUESTIONABLE
BUDGET CATEGORIES AMOUNT DISBURSED DISBURSEMENTS NOTE
S $ S
Technical assistance 4,012 1,676 10 D
Commodities 15 128
Evaluations 75 -
Rural physical
planning unir 380 22
4,619 1,826 10
1,826
Bank balance on March 31, 1987 S 7
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COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

USAID/JAMAICA PROJECT NUMBER 532-0081

NOTES TO THID FUND ACCOUNTABILITY STATEMENT

PERIOD SEPTEMBER 1, 1984 TO MARCH 31, 1987

Identification and Activity:

Agro 21 Corporation Limited (formerly Agro 21 Secretariat in the Office of
the Prime Minister) was created by the Government of Jamaica (GOJ) in
October 1983, and incorporated on April 29, 1985, to spearhead private
investments in apriculture, and to revitalize the Jamaican agricultural
sector  ante o comnercially  vaable  operation through  application  of
technolop ol THLOAV Al 1O, The conpany 05 funde! by the United States
Apgency for International Development (USAID) and the GO,

On September 30, 1987, Loan Aprecment No, S32-T-019 was <ipned between the
GOJ and  the USAID  to fund  the Apro-Industrial  Development  Project,
USAID/Jamaica Project Noo 9532-0081.  The aprecment was amended on July 27,
19837 August 29, 19835 Marcl 28, 1984 and August 29, 1985, to account for
changes in the loan and *he terms of repayment,  The agreement as amended,
provided tor US59,48%,000 to fund the project. Funds for the project are
received from USAID and disbursed by Agro 21,

Basis for Accounting:

The books of Apro 21 Corporation Limited are maintained in Jamaican dollars
and  restated i United  States dollars in  the accompanying fund
accountability statement,  which is  presented on the cash  basis  of
accounting.  Consequently, only amounts advanced and disbursed during the
period under review are recopnized in the statement,

Foreign Currency Tranoslation:

During the period, transactions in foreiyn currencies were translated at
the rate of cxchange ruliapg at the date of the transaction, Outstanding
balances are translated at the rate of exchange ruling on March 31, 1987,
On March 31, 1987, the rate of exchange was USST = JS$5, 46,

Questionable Coste:

This amount represents disbursements cateporized as follows:

i) Payment s made in oxcess of contracted sums 671

ii) Salaried check reporved lost, stop paid but not reversed 9,410



COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

IN JAMAICA

USAID/JAMAICA PROSECT NUMBER 532-0081

REPORT ON INTERNAL CONTROIL SYSTEM

AUDITORS' OPINION

We have performed a financial and compliance audit of Component II of the
Agro-Industrial Development Project No., 532-0081, implemented by Agro 21
Corporation Limited, for the period September 1, 1984 to March 31, 1987 and have
issued our report thercon dated April 20, 1988, As part of our examination, we
made a study and evaluation of Agro 21 Corporation Limited's system of internal
accounting control to the extent we considered necessary to evaluate the system
as required by penerally accepred ouditing standards and the U.S, Comptroller
General 's "Standards for Audit of Covernment al Organizations, Programs,
Activitices, and Functions™ (1981 Revision). The  purpose  of  our  study and
evalustion wis to determine the nature, timing, and extent of the auditing
procedures necessary  for  expressing  an opinion  on the  project's  fund
accountability statement and to determine the coffectivencss of the internal
controls for the purpose of the project.  Out study and  evaluat ton wias more
Timited than would be necessary to express an opinion on the system of internal
accounting control of the Agro 21 Corporation Limited taken as a whole.

For the purposes of this report we have classified the significant internal
accounting controls evaluated as:

i) cash receipt and dishursement cycles,
ii) procurement manapgement cycle,
iii) personnel manapement cycle,

iv) vehicle management cycle, and

v) reporting
The management of the Agro 21 Corporation Limited is responsible for establishing
and maintaining a system of internal accounting control, In fulfilling this
responsibility, cstimates and judgements by manapement are required to assess the
expected bhenefits and related costs of control procedures,  The objectives of the
system are to provide management with reasonable, but not ahsolute, assurance
that assets are safepuarded apgainaet loss from unauthorized uae or divposition,
and that transactions are cxecuted in accordance with manapgement "o authorizat jon
and recorded properly to permit the preparation of  finencial  otatement s in
accordance with pencrally acceptoed account ing principles, Becanse of  inherent
limitarions in any system  of internal accounting  control, errors or
irregularities may nevertheless occur and not he detected,  Also, projection of
any evaluation of the system to future periods s subject to the risk that
procedures may bhecome inadequate because of chanpges in conditions or that the
degree of compliance with the procedures may deteriorate,

Coopers & Lybrand




10,

Our study and evaluation made for the limited purpose described in the first
paragraph would not necessarily disclose all material weaknesses in t he sysrem,
Accordingly, we do not express an opinion on the system of internal accounting
control of the Agro 21 Corporation Limited taken as a whole,

Since Agro 21 did not furnish written representations in connection with the
audit, we arc unable to, and we do not, express an opinion on the adequacy of the
system of internal controls for USAID purposes,

However, our study and evaluation disclosed the conditions explained in audit
findings nos. 1 and 2, which could result in more than a relatively low risk that
errors and other discrepancies 1n amounts that would be material to the project
may occur and not be detected witiin a timely period,

As set forth in the Statement of Work for the financial and compliance audit of
the project, our cvaluation and study of internal controls also included the
evaluation of the procurement manapenent . vehicle  management . and  personael
manapement <ystems,

Our scope was more limited than would be necessary in the circumstances because
of Agro 21 restricting our access to only such information which it considered to
be cGirectly related to the projeci anug by the corporation's refusal to <ipn a
; = A - k)
letter of representation in connection with the sudit. This condition prevents
us from cxpressing, and we do not cxpress, an opinion on the adequacy of the
procurcment manapement ;- vehicle management  and porsonnel management  systems for
USAID purposes,  However, our study and evaluation disclosed a deficiency in the
vehicle nonapenoent system as expltained in auwdit finding no. 1 in the report on
Compliance with Applicable Lawe, Repulatione, and Aprocment Terms,
' I ) ¥

This report i< antended solely for the use of the Apro 21 Corporation Limited and
the Agency for International Develapsent . This restriction is not intended to
limit distribution of this report, which upon acceptance by the A.1,D. Repgional
Inspector General, is a matter of public record,

4 .
‘/(f:i. uM’{A/(;ﬂéﬂﬂ4ua£21

April 20, 1988 CHAKTERED ACCOUNTANTS
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COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

IN JAMAICA

USAID/JAMAICA PROJECT NUMBER 532-0081

REPORT ON INTERNAL CONTROL SYSTEM

AUDIT FINDINGS

1. LACK OF SEGREGATION OF DUTIES

Condition

Certain accounting functions, especially in relation to transactions affecting
tke foreign bank account, which are deemed incompatible were being performed
solely by the Finance Director, without adequate independent checks by any other
individual. Trhese functions include the preparation of check vouchers, the
co-signing of checks or transmittal letters, the direct rcceipt and opening of
bank statements, the performance of bank reconciliations, and the preparation of
entries for posting to the peneral ledger,

Criteria

An adequate system of internal control should provide for segregation of duties
in relation to the authorization or initiation, processing and recording of
transactions in the accounting records,

Cause

There was inadequate implementation of a proper system of internal control in
this regard.

Effect

This wecakness has resulted in one individual performing incompatible functions,
and accordingly errors and other discrepancies could go undetected for a long
period of time,

Recommendation

USAID/Jamaica should require Agro 21 to adopt a procedure for ensuring that
accounting functions are properly and effectively segregated so that the work of
authorization, processing and recording of transactions 1is prepated, approved,
and recorded by different individuals,



COMPONENT I1 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

IN JAMATICA

USAID/JAMAICA PROJECT NUMBER 532-0081

REPORT ON INTERNAL CONTROL SYSTEM

AUDIT FINDINGS

2. ACCOUNTING RECORDS ARE NOT IN AGREEMENT WITH REPORTS SENT TO USAID

Condition

The general ledger accounts in the books of Agro 21 overing advances and
expenditures on the project were not in agreement with relevant reports submitted
to USAID. For example, the general ledper account balances were more than those
contained in the reports sent to USAID by USS324,445,

In addition, the reports submitted to USAID did not include disbursements under

the project made directly by USAID, and differed by USS$1,220,650 from the total
disbursements under the project as of March 31, 1987,

Criteria

For USAID purposes, the accounting records should be maintained to reflect
adequately the accumulated receipts and expenditures under the project,

Cause

Agro 21 had not accurately recorded amounts expended directly by USAID, nor
effected periodic reconciliation of these amounts with USAID to ensure agreement,

Effect

Accounting records do not adequately reflect the transactions of the project to
date, and this could lead to errors ard distortione in project accountability,

Recommendat ion

USAID/Jamaica should require Agro 21 to update and reconcile its accounting
records to present fairly the financial position of the project. As a general
policy, a statement of periodic reconciliation of accounts should be established
to ensure proper presartation of the financial position of the project,

Also USAID/Jamaica - hsald inform Apro 21 of all disbursements it makes on Agro
21's behalf under the project,

12.
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13.
COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

USAID/JAMAICA PROJECT NUMBIR 532-0081

REPORT ON THE COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS

AUDITGRS' OPINTON

We have examined the fund accountability statement of Component 11 of the
Agro-Industrial Development Project in Jameica, USAID/Jamaica Project Number
532-0081, executed by Agro 21 Corporation Lirited for the period September 1,
1984 to March 31, 1987, and have issued our opinion thereon dated January 20,
1988.  The scope of our audit was .amited by Apro 21 restricting cur access to
only such information which it considered necessery for the purpose of the audir,
and also by the corporation's refusal to furnish written representations in
connection with the audit,  Our cxaminat ion was made in accordance with venerally
accepted auditing  standards and che U,S, Comptroller General's “Standards for
Audit ot Governmental Orpanizations, Proprams, Activities and Functions” (1981
Revision), which included additional standards and requiarement s for the review of
compliance with applicable laws, regulations and ayreement s,

We tested transactions and records to determine Apro 21" compliance with the
terms of the Loan Apreement No. 532-T-019 signed September 30, 1982 and amended
July 27, 1983, Aupust 29, 198%; March 28, 1984 and Aupust 29, 1985, between the
Government of Jamaica and the United Statoes Apency for International Development,
and applicable Taws and repulations,

The  results  of  our  stuedy  indicate that, for the iteins tested, there was
non-compliance as desceribed in the accompanying Tinding No. 1 and as deshribed in
finding No. 2 of our report on internal controls,  Because of the restrictions
referred to in the first paragraph above, and the uncertainty of compliance with
the functional relationships, provided for in the agrecement . between Apro 21,
Jamaica National TInvestment Promotion Limited (INIP), and Apricultural Credit
Bank, wo are unable to, and we do not, express an opinion on compliance with
applicable lTaws, repulations, and aprecment terms for those items nol tested,

This rejort is intended solely for the use of Apro 21 Corporation Limited and the
Agency for International Development.  This restricticn is not intended to limit
distribution of this report, which upon acceptance by the AJT,D, Repional
Inspector General, is a matter of public record,

o il

April 20, 1988 CHARTERED ACCOUNTANTS

C&L Coopers & Lybrand
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COMPONENT 11 OF THE

AGRO-INDUSTRIAL DEVELOPMENT PROJECT

IN JAMAICA

USAID/JAMAICA PROJECT NUMBER 532-0081

REPORT ON THE COMPLIANCE WITH APPLICABLE LAWS, REGULATIONS AND AGREEMENT TERMS

AUDIT FINDINGS

1. GUIDELINES FOR THE OPERATION OF AGRO 21 VEHICLES FUNDED BY USAID WERE
NOT FOLLOWED

Condition

Agro 21 did not adequately maintain motor vehicle logs for control of official
and unofficial use of motor vehicles funded by USAID.

Criteria

For USAID purposes and in accordance with USAID policy, usege logs should be
prepared periodically for all Agro 21 motor vehicles funded by USAID under the
agreement

Cause

Established guidelines for vehicle operation were not clearly defined and there
appeared to be uncertainty as to the requirements in this regard,

Correspondence dated November 1986 showed evidence of an effort fo established an
agrecmnent  on o puidelines  for  the operation of USAID funded motor vehicles,
culminatyng 1n the iscuance of a project amplementation lev: »r in early February
1987, lony after the project  conmenced, However, as of March 31, 1987 the
procedures «et out an the poidelines were still not heing complied with,

Effect

We were unable to ascertain whether Agro 21 vehicles funded by USAID were
operated only for the project purposes.
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c) each transaction was cleared with AlD and its approval
solicited. When it was time for reimbursement, any
transactions which did not technically comply with AID
procedures but which were proper and businesslike were
the subject of waiver letters which are in the files at
AID and AGRO 21,

It de qumite  clenr  that  apart from the oo tht the
"condition” mentioned in the report is de minimus, i1gnorance

s not the  "cause”  of the "condition” and a ¢eneral
recommendat ion 1t hat AGIO 21 =should  be obliged o fallow
purchase order procedures  is quite out ol order, In tact
AGRO 21T hiae heen abidine by proper purchacine  proceduares
AT i ta S oo iy : conp b it T T R
cituntion anvolvinge maoldiions of dollars, Fhominy s e the
AID rules themse lves are anconsistont and confused or do not
apply to cituntion inoa forergn country ke Jamndca. Any
minor deviction- in the ey ctares of the piraject wWere

approved by AR and gt s patently unfaar at thie ctave 1o
try to shift tlame  to AGRO 21 under o hysterical  headline
"no evidence  that o proper purchase  order procedures  were
followed",

AUDIT FINDING £3 (KEPORT ON COMPLIANCE WITH APPLICABLE LAWS, ETC

o}
o

23)

24)

page 20) 0 EXCESS OUTSTANDING LOAN AND GRANT ADVANCES

The "condition” identified hy the project auditors is that
at March 271, 1987 ATD had paid over to AGRO 21 U1S81,930,000
which excecded the  projected regquirements for the nest 90
dayve,

The "cause” of thic "condition” i« <aid to be "inaccurate
cach forecastine by AGRO 217 and the el fect” e that t he
funds remained "idle dn o interest frec accoounte,

It should be  pointed out that forceasts by definition are
only estimates  of  what  way or may not e acoomplished
depending on ot cunstances, [ e ditticult ta  sce how
anyvone, short b being a0 prophet, can biterally produace
"accourate”  forecaste cepee ral 1 the o gected wvark
depends oo the peod o ER R PR PR AN TR KRR I Lot to
prroe e SGRGO 2T miny b Lo over optamr=tae abhonn whin!
o bd b socoany b s e nd i oo b to b i,
granting the necessaty approvad e, S et The oy vl ue
Judgement < vhaich can never be preeiue, The "rtecomns ndation”
can call for monthla DoV ey, 1w Vi AGRO 2 ] tOG
optimistic or AID  too slov,  but to reguire AGROo 2] to
produce accurate forecasts is linguistically silly.,  Becnuse
most husinecces know  that forconsting cash  needs does ot
always  correspond o realitys,  curplu: cash o mude
productive by carning intereat ., But carningy  interest Oh

cash surplucses bo prohibited by AID, Sines this as part  of
the "cffect” analysis vhy iwn't thic fact mentioned by the
project, auditors?
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AUDIT FINDING #2(AIDP page 12): ACCOUNTING RECORDS ARE NOT IN

26)

r
-1

29

AGREEMENT WITH REPORTS SENT TO AlID

This finding results from a basic misunderstanding by the
project auditors about what accounting functions AGRO 2
chooses as a Corporation to set up for ite own use and  what
USATD  requires by vay  of  information  on reccipts  and

dichurcements For the pevtaenlory project The ot tine up of
a general ledger for AGRO 21 as a Corporation covers 1ts
overall bucinese and this ledeer can be  mmantained ac it
sees cnt e s ot discretion. The Keeping  off A
general lTedeer 1S niot 4o 1hee Qua hon for aceount inge for
proaject pecernte and dichursements ononocash orenarting haegg
{ et A S et b et L0 I U B R DO PP O Loane!
the overall vt tand iy e that they e} U ke 1no
ditfference vhether thie adrec- with AGRO 217¢ vencratl ledyer
oronot W o oeven va g0 far, for  the gyurposes  of
ardwment, too sar that Cven tEOANGRO U ket its  general

eedeor inacourately this vould have no henraine on the aatter
if the project reporting  of receipts  and  expenditures
cubmitted tao ATD was correct,

In fact AGRO 21 Kept ite general ledger 1 an entirely
professional and  acceptable  way  and  the  "discrepancies”
noted by the projgect auditors are  casily explained in the
Peat Marvaocol rebuttal and the menorandum ffrom Llovd  Foateor,
Not the loeast dronte result of this miscunderstanding 15 that
part ot the difference vas  caused by ALD D making  direct
disbursement s and not adyavsinge AGRO 2T,

The  ivan. ol pesition ol the  progect 1= confined to
reconct binn eyt and e penditures, In  fact 11 18
nothine buat an Caimprest o acceount”™  wvhich  docs not necd g
fenecral Tedver to cabstantiate how monies  in the imprest

have heorne as-oed,

Sa far this analyvais  of the draft project audit has  denlt
with cpecatio audit Pindings but it remains to comment  on
come overall pornts to which AGRO U1 tales esception,

Ad o cnm throuchont thear ey ort Cocper e and Ty b and pe
the diectaimer that the v oadat ot the projeet g Teub jeet
L O O L T O e A N T A T N PR S PR AT TR
such anformat von a0 coneardered to e b ec t by e fatod to
the project™ o Thare s ot true and gt depetition ¢gives the

impres<ion that AGRO P hae comcthangt to hide, The
imprecsoaion s also gaven that AGRO 21 unilaterally  decided
to Timit acceve an gte sole diverction. This too 1w alse,
The Timrtatiron of acocse 1o contained an the Scope of Work

and vao mutually negotiated  with USAID before  commencoment
of the audit,
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35) The fact 1s that, with the Fund Accountability statement as
the focus of their work, it was completely auditable with
the following documents being made available:

a) a statement of funds paid over to AGRO 21 Corporation
by USAID during the period under review

) nl! e ! vooehe e contraote, o, relating to
project transactions

o) the  bank statemento, cheque  bookis, Jdeposit slips,
transmittal letters, fales, etes for the project  bank
nccounte  which  nare separate and cpecifie an the
o porar oo T e anntane st g

360 wo believe  that whaite 3t ¢ proper to state clearly  the
nature of  the "restriction” 1t the  transmittal Jetteg to
you, 1t should not be used to qualify the auditors'  opinton

o\

on the Fand Acconntaba ity statoment

37) In closinge Pl intoereatany to note that Coopers A
labrand dethine their audit as bherng pertformed n nceordance
with generalls accepted auditiney standards, as well as with

the Us Comptraller Generat ' "standarde Tor o audit of
Governmental oreanrsat rons, Proyroonme e, ety gt e - and
functyon=" (1951 revasgon). Whide wo are happ. to e judged
by wencrally acceptod ~tandards v e compdote | tenor: it
of the e Comptroll 0 General s o tandard: and ot ser s
patently unfoarr for Coopera A Ivbrand  to ancorpoarate this
it ther ot e e Dt s b b ol e acceptabn oy,
Nor o doeo gt he by o e b rabd o b byt ha b secoond
standard deoc e e trom seera b by o e ted ctandorde,
I R B O S A PR 08 N I TOR NI S LA R I SN P PR W AR R |
canteot e pudde ed et p o peot bre Gt docurent that (TR
never dise Toed ta gt N, Whether mnter pal or ot it
is the attompt to creaty o method of documentation to which
AGRO 2T v oo a0 parte o whaeh o shease Che untdateral oand
prreoaucie ol o ane banatron af o the [TURTE I e foerence e e (Y
Compdrobler Gonera! " tnndrde Lo aad ot o b e remoy ed

fron the ooyt et

dH) Woo o hanve o o s ane trouble v o ann)vne vhy o most 1 ot ol

bt e ot !

e Al vaone, rupertiton o e enda
atd o Tooh torviard to o peceavany the tanal oot U tacnded in
the Trght ot cur comments, the Peat Marwvick rebuattal and the

memot nndum from Llovd Foster,



MEMORANDUM

TO: KENNETH C. BRITO

FROM: LLOYD O. FOSTER /

DATE: FEBRUARY 10, ]986/‘ |

SUBJECT: COOPERS & LYBRAND AUDIT REPORT - QUESTIONABLE ITEMS
&~ __LISTED _

I have reviewed and investigated the questionable items listed in
the Coopers & Lybrand Audit Report for the US AID Projects and my

findings are as follows:

AIDP 11 (Page 8 of Audit Reportl
ITEM (i) - PAYMENTS IN EXCEGO OF CONTRACTED SUM - USE6T1

The amount of US5$671.00 indicated in the report is compogsed of
two (2) amounts as follows:
- Overpayment to David Best under Contract no.

532-0081-21: 05$210.900

- Overpayment to EKarl Parks under Contract no.

532-0081-31: ’ US$461.00
05$671.00

The US$210.00 overpayment to David Best wao detected by the
Finance Department, March 17, 1987, prior Lo the Coopers &
Lybrand audit and the amount overpnid was recovered from David
Best ¢ compencation voucher for March 1987 per your memo to Tommy
Eanterling dated April 14, 1987.

CONT D _PAGE_2
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PAGE 2 CONT'D

The overpayment to Earl Parks wag also detected by the Finance
Department, March 17, 1987, and Stuart Kane was requceoted to
recover the overpayment from Mr. Parks. However, when Inter-Grow
(through Ken Brito) eventually tried to recover payment from Earl
Parks, he had left the country on ternmination of hies contract.
Ken Brito's letter to ERarl Parks dated June 1, 1987 r=fers.

However, Mr. Parks 1s now back in Jamalca on contract to
Inter-Grow and 1 have gsent letters both to Karl Parks and Yehuda
Rauer dated January 29, 1888 to recover the overpayment from his

current contract with Inter-Grow Ltd.

ITEM (11) TRAYEL EXPEMDITURED DISALLOWED FOR TRAYELLING BY NON-US
CARRIER - UOS$1600.00

The amount of US$1,600.00 refers to airfare reimbursed to

M. J.F.R. Seneratne for his trip from Sri L,anka to Kingston,
Jamaica, pald to him on April 23, 1986 from Ch/1 Project funds
under a CD/1 Project Contract no. 532 0123 -4 dated February 21,
1986. It was detected by Coopers & Lybrand that Mr. Jencratne
travelled by British Airways (o UK. Carrier) which i not a
permissible carrier under a US ALD Loan funded contract. 1 have
advised Mr. Seneratne that this amount will have to be repaid by
him. 1 will follow for repayment. Coopers & Lybrand incorrectly

groupcd this item under ALDY 11 Quentionable Ttemn.

ITEM (iii) - SALARY CHEQUE KEPORTED LOST. STOP PAYMENT NOT
REYERGED

This item refers Lo a salary cheque number 155 dated February 6,
1987 paid to Art Bjorlykke from AIDP 11 FX account which was
reported lost by him and “Stop Payment” instruction tesucd by
Finance to Citibank Miami per letter dated March 10, 1887,
Coopers & Lybrand claims in their listing of Quostionable Itameg
that this “Stop Payoent” was not reversed in Agro-21'n books.
Thetr nllepgation 1o incorrect becausne the stop paid cheque wan
reversed per our Journal entry no. JK 372 dated March 31, 1887,

Coopers & Lybrand appanrently overlooked thin entry.

CONT D PAGE_3
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PAGRK 3 CONT'D

CD/1 PROJEBCT - QUBSTIONABLE COSTS6 (PAGE 8 - CD/I SECTION OF
AUDIT REPORT)

(a) EMPLOYEEK SALARIEG INCORRECTLY PAID FROM CD/1 PROJECT FUDNDS

The amount of US%10,280 indicated as qQquestionable for this itenm

reprecoents the following:

(1) SALARY PAID TO GONIA FRENCH J$55,749.99 = 05%$10,210.00
(2) SALARY PAYMENT WHICH COULD NOT BE

IDERTIFIED BY COOPERS & LYBRAND ON

REQUESGT FOR INFORMATION ... 438.00 = . 80.00

J$56,187 .97 05$10,290.00
The correct amount for Sonia French' s compensation g J356,749.99
but Coopers & Lybrand s Mr. Leighton MeKnipght adviced that he

picked up the fipure in his audit records J$1,000.00 ghort.

tonia French was employed to Agro-21 in June 1985 under a US AID
funded Project number 532 0079 called Technical Consultant and
Training Grant (TC & TG), a U5 AID source which fell outside the
scope of the normal CD/I and AIDP 11 funding. Ao ouch, Apro-217a
new Dircector of Finance, Lloyd Foster, wan unaware of thie and
since Sonin French worked with the CD/D Project, he assumed the
she waeg o CD/1 Contractor.  Henee, charpes for o portion of her
galary totalling J$56,749.99 wan charped to the CD/T PProject.

Expendses.

Mr. McKnight of Coopers & Lybrand was not able to pgive me detalls
of the quentioned walary anmount of J$3438.00 from hin files, so 1
am not able to rescpond to that item.

I have oade correcting Journal Entries to adjust for the Sonia

French error (JE no. 2/1 14988).

CON’'D_PAGE 4
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PAGE 4 CONT'D

(b) PURCHASE ORDERS NOT IN COMPLIANCE WITH REQUIRED PROCEDURE
OF INYITING THREE QUOTATIONS

This conclusion is based on a small "sample” and on checking with
George Sterhenson who wag directly involved in CD/1 procurement
during its early period, I was advised by him that the
transactions being questioned by Coopers & Lybrand can be
Justified on a "sole dource" basis and were approved as such by
US A1D.

AIDP II - ACCOUNTING RECORDS ARE NOT IN AGREKMENT WITH REPORTS
eooeee . OENT TO UG AID

On page 12 of the AIDP Il Section of the Coopers & Lybrand Audit
report ltem £ JCondition”, they state that “"The general ledger in
the bookn of Agro-21 covering advances and expenditures on the
project are not in agreement with relevant reports submitted to
US AID. For example the general ledper account balances were
more than those contained in the reportn sent to US AID by

US53324,445 .

The Auditors are here addressing a figure of US3604,363.33
(J$3,299,823.78) recorded for total cash disbursments up to
31/3/71987 in the Cash Advance Status Reports (CASR) submitted to

U5 AID which 1o a Cash Tmprest report.

Correspondingly, the general ledpger AIDP 11 Expenditure Control
account balance which includes cash disbursements from the AIDP
IT FX account as well an other non cash expenne items was
J3$5,082,207 .78 (USTI30,807.33) an at. March 31, 1987 a difference
of J31,782,384.00 (equivalent. US3$326,444.00) in excenn of

disbursmentn reported throupgh the CASH's submitted to US AID.

CONT'D _PAGE 5
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The difference between the two balances derlives basically from
the fact that there was J$1,823,374.01 (0S$333,951.28) of
expendituras made directly by US AID mostly for AIDP II
expatriate comvensation payments of J$1,784,053.90
(US$326,749.80) prior to Agro-21 taking over the payment
responsibility for expatriate compensation in March 1987.
Additionally AID made direct expenditures to purchase motor
vehicles totalling JU$39,320.11 (US$7,201.49) »n behalf of
Agro-21.

A reconciliation of the total difference of J$1,782,384.00

between the General Ledger and the AID reporte is as fol owus:

*NON-CASH_ ENTRIES TO AIDP 11 EXPERDITURE CONTROL ACCOUNT

a. *Expatriate Compensation paid by U5 AID: J$1,784,0563.90
b. *Motor vehicles purchased by US AID: 39,320.11
c. *Amount advanced to Dr. Frank Ross by Agro-21

for AIDP 1l eponsored trip: 6,996.60
d. Cheque no. 113 dated 25/9/86 which wac

not recorded in CASGR disbursments for
Sept. 1986 (U5$5,583.33) adjusted after

March 31, 1987: 30,484.98
e. Bank charges recorded tvice in General

Ledgor (U5320.80): 113.54
f. Bank charpges recorded in General Ledger

but not in CASR until after 31/3/87 (UG340.00): 218.40
g. US AID disallowed payments not recorded in

CASR but recorded in General Ledpger (USH1097.10)

(Refunded by Agro 21 to AIDP 11 bank account

in January 26, 19808: 5,990.17
h. *LEGS: Peat Marwick Mitchell audit entry of

Dec. 1986 made in error daplicating payment

made to Americnn Graduate

School of Manngement,: (.84,793.80).
(Reversed after Dec. 31, 1987) J31.,782.384.00
EQUIVALENT US$ 326,444.00

CONT D PAGK 6
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EQUIVALENT (cont’d) US$ 326,444.00
Difference indicated in Coopers & Lybrand
Audit Report U5%_324.445.00
Difference tc be discussed with Coopers &
Lybrand - 0US53 1,999.00

I trust that this memo responds substantively to the Coopers &
Lybrand Questionable Items.

cc. MR KALPH THOMPSON
MR. TOMMY EASTERLING
MR. ALFREKD BARNES
MR. GEORGK STKPHENSON
MR. STANLEY RAMPAIR



KPMG'Peat Marwick

Chartered Accountants

The Victona Mutuai Bulding Telephone (809192 26640
PO Box 76 6 Dub e Street Telex 2449 ventat o
Kingston Telefax (B0 92 27198
Jamaca Westindes Catles vertatem

February 10 1985

The Managing Director
Agro 21 Corporation Limited

3rd Fleor

14-20 Port Royal Street

Kingston

Dear Sir,

Coopers & Lybrand's Report on USAID Funded Projects

We refer to your letter of January 27, 1988 and give below our comments on the matters
raised therein,

A.LD.P. - Component 11

1. Lack of Segregation of duties

(a)

(b)

As mentioned in the project audiiors' report (Page 9, Paragraph 3) the
objectives of a systemn of internal control are to provide management with
reasonable, but now absolute assurance that asscets are safeguarded and
transactions are executed in accordance with management's authorization and
are properly recorded. As described below all the entical functions relating 1o
the foreign bank accounts are performed at the highest level of management.

An important factor that should be considered i assessing a system of
internal control is the size of the organization. Agro 21 is a small entity and
many of the controls that would be relevant to a large enterprise would not be
cost-effective, practical, appropriate or necessary. Butas i all small entities,
management control 1s strong because of the dircet personal involvement of
management i the company's operations and accounting. ‘Therefore, the nsk
that material cirors or discrepancies will o undetected iy relatively Tow,

The disbursements under thas project Feading represented salaries and related
expenses of contract statf except fora few miscellancous expenses for travel
and seminary for focal staff and the payment for a technical study. All of
which amounted to 3.8% of the wotal disbursements for the penod. The
number of payments were few and averaged four per month during the first
half of the per'od and celeven during the fatter half,



KPMG Peat Marwick

The Managing Director
Agro 21 Corporation Limited February 10, 1988

1.

Lack of seoregation of duties Cont'd.)

On the basis of monthly invoices and supporting documents submitted by contract
officers and approved by the Managing Director or the Deputy Managing Director,
numerically controlled payment vouchers are prepared by the secretary to the Finance
Director for all disbursements other than direct transfers for which transmital letters
are prepared by her. Requests for other payvments originate from various heads of
department and form the basis for the preparation of payvment vouchers,

Cheques and transmittal letters prepared by the secrerany o the Finance Director are
signed by the Finance Director and passed on for the second signature to the
Managing Director or the Deputy NManaging Director along with the payment vouchers
and supporting documents.

Since disbursements are few in number and in view of therr contidential nature, these
are listed monthly under cach experise heading by the Finance Director and retained as
a permanent record - Cheque numbers are identtied apainst payvments and cancelled
cheques are noted ineren

Considering the confident al nature of over 965 of the total disbursements and the
small number of disbursemients involved, the system of internal control including the
segregation of duties is adequate since no disbursement could be effected by the
Finance Director without the routine intervention of at least one independent person at
the highest level of management.

In summary transactions are:

Authorised by - Managing Director/Deputy Managing Director
Processea by - The securnty of the Finance Director

Input Prepared by - Finance Director

Recorded by - Accountant

Any system of internal control can be improved by deleeating some of the functions
to additonal staff. But such delegation should only be done if the cost of delegation
does not exceed the benetit that may be derived by additional control and whether the
confidentiality of the transactions could be disposed with,
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The Managing Director
Agro 21 Corporation Limited February 10, 1988

Accounting records are notin agreement with reponts senf 1o USATD (Pace 12)

()

(a)

Agro 21 Corporation’s yeneral ledyer records totad tands recenved and tunds
expended for the purpose ot internal management control only, Detals of
funds recenved we mantned by the Binanee Doeotor and reconctded at Teast
annually owath the peneral Tedeers The detals ot tands expended are
mmntuned meoa canh book e pect of Tocal Cotrenoy pavinents and on
monthiv Lt o te oot Lo cnirensy panies

The genceral ledeer expendinme conttol accoant swill notalwans apree with
the USATD repoit tor avaiens of rew onnan tudine

() Accruad ot expendire whoch wall beretlected on the report (»nly
alt oot de barenent

(h) Dubarcmentof compan s fands peanding approval of USALID, ete.

The project awduor” condinon statemeat as repards the peneral ledyer and
the related recommendations do notappear to retlect the correct position,

Asregards the de bar crnento made drcctdy by USATD which had not been
recorded i the projects books the hould not be corvadered anmternal
control seeabness ot the company ance the can e tor notrecording was the
non-provivaon of the wtommation by USATD whoch s external o the
company.

Further, the audit obqecnses and scope as stated on pave 1) paaptaph 1ol

“the report refers 1o the deternunation of whether the tund accountability

statement tanly present the project tunds peoaved and disbursed as of
Muarch 31, 1987,

Guidelings for operanns vebiclys wers nog follos e (0 14

All operating costs of the motor vehicles to date have been aborhed by Apro 21
Corporanon Lameted and not recovered trom USATD progect tunds e should be
emphasreed that o the abeence o any Tind dowon USATD polios e e thie company
that mitated descusaon wath USATD o wcertam o baeas onowhach project related
operiting costs of the veluches could be recovered from project tunds The puidelines
for the nunntenance of aloy was tesued by USATD on February 12, 1987,
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3.  Guidelines for operating vehicles were not followed (Page 14) (cont'd.)

As regards the recommendation, it is not the practice for employees, especially
professional staff to maintain daily logs of miles travelled and to reimburse the
company for private use. The implementation of the recommendation would entail
the employment of additional staff and thus negate the cost savings envisaged therein.

We therefore recommend that the percentage of project use be estimated in advance in
respect of cach funded vehicles, based on the duties and functions of the authonsed
user of the vehicle. The operating costs should be maintained for cach vehicle and the
applicable project related costs transferred to the project on a monthly basis.

The question whether operating costs relating to private use should be borne by the
company per se, or recovered from the employee should in our opinion, be a matter
that should be decided by the Board of Directors of the company and not the USAID.

Crop Diversification and Impation Project

1.

Lack of segrecation of duties

Our comment 1(a) o1 page 1 under AIDP - Component 11 are relevant here also.

The total disbursements under this project heading amounted to approximately J$21
million during the period of which J$15 million was disbursed through the local
currency bank account whilst approximately JS6 million (US$1.1 million) through
the foreign bank account.

The disbursements in local currency which represented nearly 70% of the total
disbursements are based on numerically controlled payment vouchers prepared by the
accounts department on the basis of authorised documentation received from
engineering and other operating departments. The payment vouchers are approved by
the Finance Director or Chief Accountant after which cheques are prepared by the
accountant and recorded in a cash book. The cheques are signed by the Finance
Director and the Managing Director or the Deputy Managing Director who reviews the
supporting documentation. The monthly bank reconciliation is prepared by the Chief
Accountant and reviewed by the Finance Director.
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Lack of segregation of duties (cont'd,)

The disbursements through the foreign bank account which accounted for
approximately 30% of the total project disbursements pertained to:

(1) Infra-structure rehabilitation and commaodities - 48%..
(1) Contract salaries and expenses - 417

(i)  Flood rehief designated disbursement - 9%

(iv)  Hornicultural demonstriaton project and service - 2%

The number of disbursements averaged seven payments per month during the first
seven months and twelve during the balance eight months.

The procedure for contract salaries is identical to thot for AIDP 11 described under (1)
above. The requests for other disbursements originate from operating departments,
are checked by the accounts department and forwarded to the Finance Director's
secretary for preparation of payment vouchers and cheques or transmiual letters. The
disbursements through this bank account are also listed monthly under each expense
category and retained as a permanent record.

Over 87% of the disbursements under this project heading originate from operating
departments and were subjected to procedural checks by the accounts department
whilst the bilance representing contract salaries and expenses was based on invoices
approved by the Managing Director or Deputy Managing Director,

Considering the sensitive nature of contract salaries and cxpenses and the
management objective of maintaining strict confidentiality over this irea and the fact
that the Financial Director cannot complete a transaction without the intervention of at
least one independent person at the highest level of management, the accounting
system in operation is considered adequate to achieve the internal control objective of
safeguarding the assets and the prevention and/or detection of nregulantes or fraud,
in the absence of collusion,

Inadequiie procedures forclasatication o donn or srang funds (Page 1.4)

LTS L S

The company maintains a record to total funds received and total funds expended in
the general ledger. In addition, total funds disbursed are summarised monthly for
USAID reporting, purposes between loan and grant funds on the basis of fiscal data
provided in USAID Project Implementation Letiers (PILs) or on the basis of
guidelines set out by USAID vhere such PILs are not issued.
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5. Inadequate procedures for classification as loan or grant funds (Page 14) (cont'd.)
The disbursement of funds are not separated between loan and grantin the general
ledger but should be maintained, if USAID does not consider the monthly summaries
an adequate record.
6. Thetime-keeping and ptiendance reporting svstem (Paee 15)
Most o the locally contracted emplovees are in managerial and professional
categories. In Jamaicy, this category of employees do not maintain daily attendance
and time records. Further, a review of the project agreement or the related PlLs or
the contracts themselves did not indicate requiremient for maintenance of such
records. However, the company ensared that local staff were paid only for time
worked, by the maintenance of:
() Attendance register for contrict secretaries and
(b) Properly approved documentation for absence from work for all contract
employees.
7. Guidelines for the operption of vehicles oioee 17)
Our comments under AIDP H are relevant here 100,
8. Noevidence hat proper purchasy order procedures were followed (Page 19)
As mentioned in the report this relates to the carly implementation stage of the project
only and was corrected subsequently as indicated in the audit report.
9. Longontstunding loan and grang funds (Page 20)

The company prepares cash forecasts on the hasis of work plans and budgets
prepared by the envineers. The farecasting of future cash requirements is by rature
ditficult and s compounded by

(1) The delays ot twoto three months, experienced in obtaining USAID approval
for expenditure over TS325,000,

(11) Delays i completnon of contracts due to unforeseen circumstances.
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We understand that steps have been taken by the company to monitor more closely its
cash requirements but the problem stated in (i) must be successfully addressed before
any given periods are determined to be optimal.

Yours faithfully,

P

JJ:vm
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