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SJUBJECT: Aud it 
 Report No. 1-5 3 2-88-05-N, "Audit of Component if of theApro-Inhstrial Dlevlopment Proiect with AGRO 21 Corporation in 
Jima i Cal' 

This report presents the results of a non-Federal financialcompliance audit requested and
hv your Mi ssion of Component ii or theAp ro- Indust ri I)eve10Dmen Pro iect with AGRO 21 Corpora t ion.cert ifi ed publ ic accout inc fi ni of Coopers & 

The 
Lhrand prepared tihereport, which is dar ed April 20, 1988. 

The purpose of thi s f inancial iand compliance audit was to report on (l)the fairuess of tie fund accoilj;rah iiitv statement of he project for theneriod from September 1, 1981 to March 31, 1987- (2) the svstem ofI ternal cont rol of t he proii, t , i nc ]lid i p roc uremenut manapement,vehicle m naen ut,and rdersonnel1 manaement ,vstems; aind ( 3) comnplianc ehv ARO 21 with applicable laws, rep.,ulat ions, and ap,reelne r terms related 
to the Prolect. 

Coopers &, lvb ranvI isclaimed an eninion on tho fund accountabilitvstatement as of Mach 31, 1987 due to scope limitations caused bv AGRO21's limit in, the aurditcr's access to information and AGRO 21's refusalto furni sh wri I teni represent at ions. For t h same reasons, theydisclaimed an op iniOn on (he procirernenr ilanavenert , vehicle ma-la'irnent,ard npersnnnel ma napeil svslems. Ilowever, thir sti dv and evaluation ofinterna1 iccountine Cont ro l revealed a lae-k of set re, at inn of dt ies andaccounlit i, records which (liii not adeqiuat clv reflect the transact ionsthe proiect. These colditions, ofin their opini on, -nil]d resllt in morethan ;i relativelv low risk Ihit irmlaerial errors r orther ,iscierepacivsma\' occur a;n( not be detected within a timelv period. They dleterminiedIhit for i t es 1 "sr ed , I liw r ' wis non-c omp Iii rl- wit h Il I)oI i( vpuihlim ,s Ifor iont r l {If A. I.). fun, led vh i c Ies and Ilhe liroper
ma i lrit ewo of" aI( ()Ifilr i lIp rec,,rd s. "I'lev li sclaime an op i rion 
 on thei I I iot I e"st edI for ( 011)I ianu P becau;e or Ihr i limposed re treer Iionsmeit ioleI abonv. AI ,o, oCoo, rs lf.vraiid ident if ied $10,081 inoni St ion;hle cost' ; (] l 'pm,! t) the Droiec . 



The Coopers 6 !v\rand report cont ai ns two recornrnendations to improve, AGRO21' s s\'stem of i nt erna cont rol and one recommendat ion to improvecompliance with applicable laws. repulat ions, and ap reement terms. Webelieve that the findjins are significant and, as a result, we willincltde tthe followin recommend ation in the Office of the Inspector
General s al it recommendat ion foilow-up svstem: 

Recommenlat ion No. 1 

We recoinviein that IISAI!D/Jamaica: 

a. nbt ain evidtup t(ron ARO 21 Co roration to demonstrate that it hasSr)ltimnrtelf 0h t w rWcormolniflat ions for i I nimal c ont rol s and on(!rnw onmen. Ia t on forci inc e co Ined i n the Coopers t lvbrand 
report Etted Anri l 20, 1988; and 

aeb. nepol it a st t lement wit h ACRO 21 Corporat ion concerninip the
dIssposil ion of the $1 0,081 in costs quest ioned b the Coopers FIbr-lndI rport dAtel, April 2n, 1988. 

Pleaso advise tlis office within 30 days of actions alanned or taken to
ile1 'met hiii s mcommiTrnlat ion. 
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April 20, 1988
 

Mr. Coinage N. Gothard
 
Regional Inspector General for Audit
 
U.S. Agency for International Development
 
Tegucigalpa, Honduras
 

Dear Mr. Gorhard:
 

This report represents the results of our audit of the fund accountalbility
 
statement of Component II of the Agro-Industrial Development Project, implemented
 
by Agro 21 Corporation Limited under Project No. 532-0081, for the period from 
September 1, 1984 to March 31, 1987. 

BACKGROUND
 

Agro 21 Corporation Limited (formerly Agro 2] 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 
agricultuLre, considered critical for t1 coentry's economic recovery. Agro 21 
Corporation Limited (Agro 21 ) ail so has the responsibi 1 ity for coordinating more 
intensive land ut-ilization, crop diversific, t ion, adopt-ion of improved technology 
and the ar t racrt ion ofl new 'we'st ment cap i t aI ani t echnol ogy i nto agricIltural 
product ion . '1he compa ny is f.dl,,t by the United Srates Agency for International 
Develoixnent (IJSAil)) and th( GO J . 

Agro 21 is adm lIni ;tered by a Board (f l)i recl ors appoint ed by the Government of 
Jamaica. It s day to day oper:i ioni are (introl led by a Mai,,aging Director, 
appointe d by the Bo-r d, and a I)e;it y Managi rig Director, with support from various 
depart 'nont- mgl iIeri . 

On September '30, 1 98? the Government of Jc;mzica and the Agency for International 
Development s igi loan Agreenitnr No . 5 32-'1'-O1 9 to fund the Agro- [ndust ri al 
Devel opment Project , ISAII)/lai'iica Proje ct 1o. 532-0081 . TIhe I oa n agreement 

prov i ded JS59 ,4 89 ,000 to b: i nve st ed in t wo com pone nt s . Corn ponent I i s pr i ma ri'Y 
to provide loan; ti) exi st ing local medti uin-,;i zedI agr ibu'sinesses to ex inrv! 
producrt iin ft I rad t i onIal crops for t he donest ic marker . Component 11, the 
com ponen I 1tid i ed , has a budge t of US$4,19,OOO itnd i s pr i mna ri y to pro vi de 
fund in, for tgi plannin rir)()riijnal t ivi ti 0', fa,;ibil if y studies'itra c ,l n V ind 
i titend,:,l t .) great]I y uccel crate the Tinvvf;t ient )y l arge pr i vat-e sector 
agri)usines'es, bot h fore_-ign and Idomest- ic , in agricultural activities which 
nensural) y increase the produ-t ion of non-t radi r ionnl crops for export. 

rn K|HIIa:K 'CtPA .)'',nov'; SP Ihltlarnd DV [Itown 
prlinc(ipal immqi%~~l~ 1- G.'(o0(dell AG-L i. I )l tson 



2.
 

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 (JNIP) and the Agricultural Credit Bank (ACB).
 

The agreement provides that:
 

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

- Agro 21 woeuld prepare strategic plans for agricultural subsectors and
 
groups;
 

- Inform&,tion from these plans would be provided by Agro 21 to JNIP,
 
wh-c16 Would act as the marketing arm, or account executives for Agro
 
21 , ar,,d which target and attract foreign investors;
 

- ACB a,ojld assist invest Ors by providing Jamaican dollars from
 
counterpart funds.
 

Our instruction for thj ongagement confined oLr examination to the operations of" Agro 2. . and our sc'ipe was restricted by Agro 21 to only such information which 
i- (7onlidered to be directly related to the project and by its refusal to ful nish 
writ ter, repre _ent at ions in connection with the audit. 

From the i .Formation and oxplanat ions suppl ied to u; by Agro 21, that company had 
not operated on the b,, of the functional relationship outlined above and as 
set out in Amendmeat 2 of the project agreement . In addi t ion, it is our 
understandi ng that Agro 21 's funding was directly from USAID, and the JNIP did 
not function a ,, its market ing arm. 

It is, t' wrefore, unce_ rtain as to when the apparent departure from the agreement 
terms with respect to these ag.encies 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 AN!) SCOPE 

The overall object ivye of the engagement was to perform a financial and compliance
audit of Comp,,,ient 11 of the Agro-Industrial Development Project No. 532-0081, 
execut ed by the Agro 21 Corporat ion Limited, for the period from September 1,
1 9 84 to March '31, 1987. The objectives of this audit were to determine whether: 

1. 	 The fund accointability statement of th, project fairly presents the 
project funds advanced and disbursod as of March 31, 1 H7. 

2. 	 The internal cont rol s and aco !ft ing pract iices of Agro 21 are 
adequate for project Pu rp.)ses, i,rI]uding procurement management,
 
veh i c 10 mana, ement , and personnel managomnent systems.
 



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

Our examination was performed in accordance with generally accepted 
auditing
 
srandards, as well as with the U.S. Comptroller General's "Standards for Audit of
 
Governmental Organizations, Programs, Activities and Function" 
 (1981 	Revision),

and accordingly included such test s of the accounting records and such other
 
auditing procedures a's we considered necessary in the circumstances, subject to 
the restriction by Agro 21 in limiting our access to only such information that 
it considered to be directly related to the project. 

The scope of our examinat ion consi sted of the fol lowing:
 

1. 	 Review of financial infrrmation of the project for the period Septcmber 1,
 
1984 to March 31, 19I
 

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

3. 	 Evaluat ion ot the procurement management system of Agro 21 for commodities 
and services. 

4. 	 Review of the vehicle ma nageme nt cont rol syt em of Agro 21, to determine 
that lSAII) funded vehicles are used in accordance with agreed procedures. 

5. 	 Review of t he personnel management syst em. 

6. 	 Determination of whether expenditures were reasonable. allcable and 
allowable under the term s of the agreement, and identifying costs not 
considircd prl-ppopri ate foc reimbursernent. 

7. 	 Review of reuc'flC ii o f bonk s recordJat i 01 account that the receipts and 
disbur;ements of ISA I) fund, and assessment as to the validity of the 

recorded tranr,, t i c,,i . 

8. 	 Reconciliat ill, of the amount s recorded by Agro 21 of funds advanced 
under the project, with those reported aq having been disbursed by USAID. 

9. 	 Determinarion of whether Agro 21 complied with the terms ard conditions 
of appl icachl lawq,, rp'ulat iccos and c r vr'cmnt 5. 

However ' ', al ,( i nd ict ,,i ailve, the cc 4111lc,,examinat iccl was more l1mired 
than wocul ( n aV ( rec ' ' nc',,';c, /I I h 1VC Tur .II(s I;'C NLI, ( Tes--t c't iccn ,ed b)ya)s f imn'TJ 
Agro 21 1i mit inti ) lii i'ccle, to Il ) ',ich 1 Tito rmlt i oil which it c tnsidered to be 
directly relat (d t c th e projec t , and ibccause of its refusal t o fur nish written 
represent atiions in connect ion with the Pdit .
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RESULTS OF AUDIT
 

1. Fund Accountability Statement:
 

The audit revealed questionable costs in the amount of US$10,081. Our 
scope was limited 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 ruprcsentations requested in 
connection with the audit. This condition prevents us from expressing, and
 
we do not 
 ex press, an opinion on the fund account ability statement of 
Component 11 of the Agro-]nductrial Development Project for the period from 
September 1, 1984 to March 31, 1987.
 

2. Irternal Cont rol : 

Our study and evi Iuat ion cf the system of internal control of Agro 21, 
applicabe to the project, 
indicated the following deficiencies:
 

There was a lack of segregat ion of dut ies with respect to certain of 
Agro 21 account irig functions affect ing the project. 

Accounting records d()not 
adequately reflect the transactions of the 
project reported to lSAID). Our examination revealed that Agro 21 's 
general ledger account halances dffered from those contained in the 
relevant report s sent to IISAID by 1SS324 ,445. The reconciliation 
requi red in the ci rcumpst ances was carried out and the necessary 
adjust ment s incl uded in the fund account abi I ity stat emernt. 

Since Agro 21 
 did not furni sh written represent at ions requested in 
connection with the audit , and due to" the furt her 1imi tat ions in our scope, 
referred to in t his report , we are una!l e to, and we do not , express an 
opinion on t he adequacy of the sy tem of i nt ernal cont rol s for USAID 
purposes.
 

3. Compliance with Applicable Laws, Regulations and Agreement Terms:
 

Our rev iew of agreement termr. reveal ed that I ht.re was non -Com p1 i ance wi th 
the policy guidelines for control of USAID-funded motor vehicles.
 

Because of the uncert a int y corncerni ng crmpl i arice with lte functional 
rel at i on h i p provided for in the a,roement between Agr, 21 , Jamaica 
Nat i onal I nvo;t mont Proinot ion ITi imitd (,NJP) "nd Agricultural Credit flank 
(ACB) , ant t he uic airint y ari ,in, frum he ret rict ion in our scope by 
Agro 21 limit ing our access to orly such information which it considered to 
be direct I y rolat ,d to the project and by it , refusal t o furi;lish written 
represent at ionsN in conrecI ion wit h tlie audit , wc. ore unall e to, and we do 
not, express an opinion on com)liance with applicable laws, regulations and 
agreement s for those items not tested. 
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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 amendeQd as a result of Agro
21 s refusal to furnish written represent at ions requested in connection with the 
audi t. 

We have received, throl!.;h USAlL)-Jancit'a, a copy of Apro 21 's memorandum to Mr, 
Coinat N. Gothard, set t in;. ouit their comments. to ourt rep rt . The nemoral-nldum is 
at tached as AppiqMl i x 2 t o Ihi s report . We ha,,e not ed t he' cemmTent s cont ai nod 
therein. We do not a'rce wi t h Ihem i n Kvntra and do not con' i ler t hm t o he of 
si gni f icht rI ivnnce to our finding,-

In gentral we concur with t he olbwervat ions of the Mission Director, 
UISAID-Jamaica, incl uded as Appendix 1. 

AcV(A'I'ANT."
 



COMPONENT II OF THE 

AGRO-INDUSTRIAL DEVELOPMENT PROJECT 

IN JAMAICA 

USAID/JAMAICA PROJECT NUMBER 532-0081 

REPORT OF THE FUND ACCOUNTABILITY STATEMENT 

AUDI ToRS' OPNION 

We have examined the fund accountability statement for the period September , 
1984 to March 31 , 1987 of Componunt 11 of the Agro-Industrial Development Project 
No. 532-0081 i inpl ernent ed by Agro 21 C or porat ion Limitud, and funded by 
USAID/Jama ira loan A recn ,nt No. 532-T--1 C9. (Cr exami nat ion was made in 
accordanet( wit h 1 enerai I y acc ,pt ed audit i n s t,a da rd ; and t lie I.S. Cora pt roll er 
General ' ' "St andards tar Audit of Government aI ()ra i at i)ns, Pr I rans 
Activ itf-,as nd Lunc t ions"' (1 981 Rev si0n) , and accord i ng'l y ui t]lded such test s of 
the a'l'count in raci,rd, and ,itich olher audit inj procedures 0 we ('(ins id.red 
nt'e 't y r C i' ' A[tm , except e' 1 a ne( t he c onYd rr uude) t h( t riceS' ax p1 1 in s pla r, Iaph 

be I ow. 

The scopi(' of o)ur work was rest ricted by Aj, ro 21 limiting ,)ur acces to only such 
informat ion wII i chi it cons i dared t o he di r(C t 1l re I at ed t o t he pro)ject and by its 

refusal to furnish writ teon reprj,)',ut at ions; in C)nneCt i)n wi t t he audit. Also, 
the 'r C nIt 1)r 0v ide- tI it alI funds t Id' the pri tjt to t e adn i ni ';t eredCT are 
and di slure,,ed by t h1 A~r i cIiI t Liral red it Bank (ACB) ion it tah r i z"at ion of the 
ot [ r execlit n[t a ,,u,ic i,, A!,ro 21 (or-pirat inn iImt d (Arro 21 ) and the .lamaica 
Nat iona I V',t ion i,I it d (JNIIP ) ; and t lit ,JN11 will act as 'tlhe1ntruiut ) 

mriarket in,, tir (ir i'i'iiunt eecit iviye; for At'rIi 21 . However, we s;tw no evid ence 
tnat this, funt ion relat ijn,,hi p existeid 'urinng the period tinde- review, and we 
are uncert oi a,, t po ,i 1 1) Iitff, c s n t ht, fund account 'Abi lit y stat ement of the 
project . AddI t iona I y, t he ,agr ,(tent included a proivi 'ion for counterpart 
cont ribut i on;, but wf wi re4 unalihlc t o tht ai ti sat i f-a(-t ory evidence convcerning the 
timely rc, i pt it t hi' i' int ii part cout r iit i n;. 

We i dent ifI i I If,I" 0 , 0',] in qu, .t i ,naIl' c, , t ; , as described in Note ). 

Because ilh','?T ,,t in t o andol'f t le t It-' intin ( t h' mat t ers re fIerred above, 
becaus e o tl ['i .ifrotlun itt I1 010,0H"1 whi 'h w. jIslnt i fiad a'; puest i nialle costs, in 
tlhe t hird ipa ri i , lu11 (a, wi' ariar11 ,anil 1 to), aid we do not , ex rpe;, an opinion on 
t he fund t(t1it .Iit r,'tllt C(mlkn'nit II df lIn ',,ro-I nibist rialait, li 'At;It it t A 
Devel opilientl t j, t I i t()I I tri) ).I Sept r I , 19H4 Mirch 'I ,, pCle i a t ( 1987, 

prepared on tIho .ta,h i ' Ofo atcount iny. as desc ribel in 14()t It. 

Api i 20, IopH rs n.., U D AC 

* Coopers &Lybrand 



7. 

COMPONENT II OF THE 

AGRO-INDUSTRIAL DEVEIOPMENT PROJECT 

IN JAMAICA 

USAID/JAMAICA PROJECT NUMBER 532-0081 

FOR 

FUND ACCOUNTAB ILI TY STATIEMENT 

PERIOD SEPTEMBIKR 1 . 1984 TO MARCH 

(expressed in t h0 sa Id s of USS 

31 , 1987 

RECEIPTS 

Fund received from USAID 

LESS DISBURSEMENTS: 

$ 1,833 

BUDGET CATEGORIES 
BUDGETE[) 

AMOUNT 
AMOUNT 

DISBURSED 
QUESTIONABLE 

DISBURSEMENTS NOTE 

Technical assistance 

Commodities 

Evaluations 

Rural physical 
planning unit 

4,012 

1 2 

75 

380 

1,676 

128 

-

22 

10 D 

4,619 1,826 10 

Bank balance on March 31, 1987 $ 

1 ,826 

7 
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COMPONENT 11 OF THE
 

AGRO-INDUSTRIAL DEVELOPMENT PROJECT
 

USAID/JAMAICA PROJIECT NUMBER 532-0081
 

NOTES TO THE FUND ACCOUNTABIIITY STATEMENT
 

PERIOD SEPTEMBER 1, 1984 TO MARCH! 31, 1987
 

A. Identificat ion and Act ivity: 

Agro 21 Corporatioun I. imited (formerly Agro 21 Secretariat in the Office of 
the Prime Minrist er) wa, crLt!d by the Government (of Jamaica (GOJ) in 
October 19H3, and i'',rporated on April 29, 1985, to si,narhead r-ivate 
investment s in ag'riculture,, nyt to revitalizet lhe Jamaican agricultural 
sect )r t -r C'i, I ,.' i Int t h 'h pl ip ion ofmIto ,, V v 10rt V t ,u a cat 
techn'i1 ,'m iI I nth. , t Ion ,. The ,'a it n' in f n l. ! Qy the Wni t id States 
Agency for It i'r-i tilnil Dtvlopment ([iSAII)) and the (;(O 

On Sept eumler I), 1' i ) , l.i in Agree:ent N",. 50?2-T--)1 9i wa'. gqel le t ween the 
,OJ aI t I ihAl I) to toni t hi Arro- In'lu,'t r Il Dvl ipmnt Project, 

USA l)/Jamicai' Proijvt No. 512-O()81 . The agreieient was ameneild on July 27, 
ust I'8'i; and for1983; Ai1 :'), Mare"> 28, 1PO4 August 29, 1985, to account 

changes in t hi W an and'h e teirms of repayment . The agreement an amended, 
provided for US ,48,000 to fund the project. Furds for the project are 
received from IHSAID and disbuirsed by Agro 21. 

B. Basis for Accountin
 

The books of Agro 21 Cory rat ion Iimited are maintained in Jamaican dollars 
and rest at eil i ri InIi t Pid St ates doll ars in t he accompanyi ng fund 
acctiuntabii it y ,t,it ,mit , which is p-esent,,il on t he cash basis of 
account ng . ( np,lient I y, W)Iy !iliii)lnt % advancedil and di slar sed during the 
period trli' r e'.'"i,'iew aeva e rec'uln id in the %tatement. 

C. Foreign Crren'y Ti nnla't ion: 

D)uring th, prid, tr',n,, a't ion; in) foreign e'urrencies were trans;lated at 
the rate )f ix'h,' , i1 i,,i at the date of th. transact ion. Out st andi ng 
btalani 5e,are tran'nIateid at tlit rate of exchainge ruling on March 31, 1987. 
On Miarhl 31, I'4H7, tie rateV (if exchango was 1 51 , 05,4(6. 

D. Quest io (ialtCost : 

This amount represents disbursements categoriz ed as follows: 

i) Payments made in oxcess of cont ract ed sums 671 

ii) Salaried check rcpor-ed lost, stop paid but not reversed 9,410 

uS$ 10,081
 



COMPONENT I1 OF THE
 

AGRO-INDUSTRIAL DEVELOPMENT PROJECT 

IN JAMAICA 

USAID/JAMAICA PROJECT NUMBER 532-0081
 

REPORT ON INTERNAL CONTROL SYSTEM
 

AUDITORS' OPINION
 

We have performed a financial and cormplianc( audit of Component I] 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 thereon dot ed April 20, 1988. As part of our examination, w, 
made a study and evaluat ion of Agro 21 Corporation limited', ';y,;tem of internal 
account i tij, cont ro] t o the ext cut- we considered necsq jy to oval iat[ ( 1h st en 
as required by generally accepted livd t i I, st nularidds and the U.S. Comlpt roIl er 
General 's "Standards for Audit of Coverntnen t Organi zlt ion,;, Programs, 
Act ivities, and l'unc I ions" (1 1I Revi si on). The Iur o.; 0 (ef o( t tdyi ItTnd 
eval uot ion was to dot ermine the iit re, t i ini n,', arid ext fent oF the liaudit i nj 
procedures necessary for ex presing, ar )pini(n (o t hli pr()Ject '; flnd 
accountability statement and to determir e the effect iv(,rl,,,; (if the. ilit errial 
cont rol s for p1 r ()f th, project . Out st udy aind Ivol uat l n ,,is morethe [ose 

limited than would he, 
 n.cessary to expr-,,;s an opi ni on on the yst err )t i t ernal 
account i ng cont rol of the Ag,,ro 21 Corporat ion ILi mit ed taken as a whole. 

For the purposes of this report we have clissified the significant int ernal 
accounting cont rols ovaluat ed as: 

i) cash recei[pt and disbursemont cycles, 

ii) procuremen t mana ement cycle, 

iii) personnel management cycle, 

iv) vehicle management cycle, and 

v) report ilg 

The management of the Agro 21 Corporation Li mited is responsihle for establishing 
and maintainino a systemn of internal accounting control In fulfill ing this 
res pons i hi I i t y, (-t i mate and jurJ10t',ntls by mnana, eernnt are requ i red to i';', the­
ex ipct ed bhrtfI it all relat ed t'o',t oif Cortt rol prttci'tlur(' . The oh ject ive oft lhe 
sysI em[I ar to ) v it'li, mntlagement wi t I1 reas onbi )1 ' , 11it riot abil ltt', ; '', ,orct*
 
that a , l;; atni, ,;0t ''g ln i ja i it,t t . I f ol unillit h r i '-d u' or di'p . i t not,
 
and that t rt ,,,r t i ; a,iot ' xt 'irt i intt'dri t l(', wit I rt n;tj't 'fr! '. fit1 l , 1tt ion 
antd rec rd, prtl tr I y t t, lit i tnt Iht' lnt'[arat i on f f I tnrIrt i l it ',t 1 it'lt , i 
acCorT irnce y tIwith Iieneral I au(tipt f-d tr 't iirm pr i ni'i p o". lieciti ,, of i rihirntl 
1 imital ionl', in t1y ;y,;t r111 tf iIl I'rriol il-oillt i, etirit roil , Or -sM (tir 
irreil a it i es may nevert he l e;', occtir t r (It't oct Al ,o,rid ft id. p)r)je-(t ion otf 
any eval Iunt ion of the 'iy,,t em t ) Itt ire per i t)(1; is 'utijt'ct t o t hI' r i ik t halt 
procediirt,,; may hectimi, i l rft'quht 0 bt'C/l ,i (of changes; in 'nii ti rI s o r" t lit t hit, 
degree of cttmpl i once wit h t he predurs rmay det er i orat v 

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

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

However, our ,1udy and evaluat ion di,;closd tihe c rndi tions explained in audit
findings nos. 1 and 2, which could reult in more than a relatively low risk that 
errors and ot her di screpaN I e0s in IaImoulnt s I ha t would ho mat or i al to the project 
may occur ant not he d tt cteod witwin a t imely peri)d. 

As sot fort h in t he St at crnt of Work for t h f inanc i al and compl iance audit of 
the project , (I ,val uot i on and st udy cf i nt ernl cont rol, also i ncl uded I he 
eval uat ion oM the proc tiremcnW rn' trio-nt , vehicl nllangemient, and p)ersoniel 
management '-yst em . 

Our scope w,'asn rI-cu I it ItIl n I tI t (' in, t heOd wold Sa;'-rI CircumstranCes because 
of Agro 21 restrict i ng' our access to oti.y such inforrmt ion which it consid-red to 
be di ""A I V e] at Pd t o the pro))w, , AM by t lie corporat i"n' % refusall t o sign a 
let ter of represent at ion in conrnet-t i on wit h1 the Audit . Thi c)rdiI t ion prevents 
us from cx )rt's i n , Ald we () ntot ex press-, an opi nion on the adequacy of t he 
procurement mana ',2ment , vehicle [ inraemunt ir porrnnl manayorrnt sy,t ems forUSAID purpose. However , our study and ovaluntion di sclosed a defici ency in the
vehicle rw,rcrent system ans xpl ained in audit findin1 , no. 1 in the report on 
Compl iance w t h Appl icable Lnw , o,, ul at i ln , aind At ,rmn t Terms. 

This report is I ntended sol ol for the u0 of the Agro 21 Corplration Li mited and 
the Agency for Inteirnat ional Develop ent . Thi , rest r ict :on is not intended to 
limit distr ibut ion of this report , which upon accept ance by the A. .D. Regional 
Inspector General, is a matter of public record. 

April 20, 
1988 CAi T-R:IE-D ACCOUNTANTj 



COMPONENT II OF THE
 

AGRO-INDUSTRIAL DEVELOPI4ENT 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
 
the foroign bank account, which are deemed incompatible were being performed 
solely by the Finance Director, without adequate independent checks by any other 
individual. These functions include the preparation of check vouchers, the 
co-signing of checks or transmittal letters, the direct r,-eipt and opening of 
bank st at ements, the performance of bank reconci I iations, and the preparation of 
entries for posting to the general 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 weakness 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 is prepaied, approved, 
and recorded by different individuals.
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COMPONENT II OF THE
 

AGRO-INDUSTRIAL DEVELOPMENT PROJECT 

IN JAMAICA
 

USAID/JAMAICA PROJECT NUMBER 532-0081
 

REPORT ON INTERNAL CONTROL SYSTEM
 

AUDIT FINDINGS
 

2. ACCOUNTING RECORDS ARE NOT IN AGRE'EMENT WITH REPORTS SENT TO USAID
 

Condi tion
 

The general ledger account s 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 ledger account balances were more than those 
contained in the reports sent to tJSAID by USS324,445. 

In addition, tihe reports submitt ed to IUSAII) did not include disbursements under 
the project made directly by USAID, and differed by US$1 ,220,650 from the total 
disbursements under the project as of March 31 , 1987. 

Criteria
 

For USAID purposes, the acco~inting 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 trnsa:tions of the project to
 
date, and this could lead to errors ard distortionc n project accountability.
 

Recommendat ion
 

USAiI)/Jamaica should require Agro 21 to update and reconcile its accounting 
records to present fairly tile financial position of the project. As a general 
policy, a st at ement of periodic reconc i1i tt ion of accounts shoul d be est ahl i shed 
to ensure prop,!:- prest.at ion of the f i nanci al posit ion of the project. 

Also USA lD/Janaica. h;,] d inform Ag,,ro 21 of all di ;bursement s it makes on Agro 
21 '- behalf under t );, projct. 

http:prest.at
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COMPONENT II OF THE 

AGRO-INDUSTRIAL DEVELOPMFNT PROJECT 

IN JAMAICA
 

USAID/JAMAICA PROJECT NUMBER 532-0081 

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

AUDITORS' OPINION 

We have examined t1he fund accountabil ity st atement of Colxment 1I of the 
Agro-Indust rial Development- Project in Jamaica, USAlD/Jamaica Project Number 
532-0081 , executed by Agro 21 Corporation L ir ited for the period September I , 
1984 to Mlarch 31] 1987, and have ;;sued our (pi n i()n t hereon dat ed Jinuary 20, 
1988. The sc(opt of our audit was imi ted by Af,ro 21 restri-t ingTur aCcess to 
only such inTformat ion which it T-n,idr't n(ces0ry f o)r- t he p11 T e ()f t he au1(dit 
and al o 1y tihe c,)rp rat i (m - ret iu aI to furnish writ t en It pLt-,t_.ilt t io5 in 
connect ion with t he audi t. Our ,'xNPi nIat inl wasq riaO i ) ai'C')lt,,1c' Wi t h t tn ,rall y 
accept ,d iti t i ng; "t and lr ,s ;ni he II . S. (Cmipt r( I l -r G et viiat. , ' "St' to rd s for 
Audit of (o.v 'rnrimtit a Or 'zani zat ins, I' i ,,rams, Act ivi t ie, and 'mict ion," (1981 
Revi 5i (m), which i nc I'udd idtl it i (tl st andanId alnd I'11 i re nTt s f ()r t ht r.v iew of 
compl iint' (1 witc h Iij ;w,, (u'e t11ap 1 a iitm(. a nd ii, re(.ment 5-. 

We t t'st tod t -ni'Ct i()' anTl(t -te('(', to0 deCt C rMinl Aj,'ro 21 ' , compl iance wit h the 
terms of the ,lt n Areer, nl No. '02-T-01 9 sin d SJt emb,'r 30, 1982 and amended 
July , 198427, 19 H3; Au , 29, ) 98'1; Matrch ', and AunI'nt 29, 1985, betweern the 
Government )t ,Iomo nulld, the, ti iti'd St it ', A.,'ncy I r t ional, for mtemn lDevelopmont-, 
and app]icatll' Iws ond r,,',Ilal itin,. 

The r ,'u I t s (Itf 1 r 't t , i n IC 't ( ' t h;t , I()T t h, it ('irI; t ,t e(I , t here was 
non-c ((tim)l nI iSt,, I i f, I I' I , 

finding No. 2 of (mlrl reprt m ii 4rrimt ,t'outIt mT.I- li iseof 


r i ' icc (T1y, y ni'Yilin i t T NiT. ai ', det t 'r i I d i n 

th res t rict ions 
referred tO i t1th firstr',I [ nlt 1 p, (lr) t I' in'l'rt y of ('mIl i ;arc, 
the fun,-t i coa rel at i on,,hi il;, pIrovidtd for in the r,,rctIf vLr , t A 

i l1h v aIt li iilt with 

,l ween (ro 21 
Jamaica Nat i'rial I nv-,st mert t'romr , ion L iiited (IN] P ) , and A1mr i ii ItI ural C t'd i,t 
Bank, we_ aire, ( f,1) tI , and we- dl rot , IX I' ani5 (lpi ni ()n (mn c(pl 1 i and' wit h 
appI icable laws, -I (I tl i On', lIrlli .rmlnt t erui', for t h(,,t' it ,,m,, not t f's ttd. 

This rel ()rt is i t ended ,I)] l y for the iu,, ()f Apr(l 21 (7orpnrat ion Limi t (d andI the 
Agency otr I ntc rnat i tlna] it v l(o l rrnt . TI' ret I i ct i .rn is, no t i ntt nded to limit 
di st ri but im ( f t hi , r'ep)rt , wh ich up( i ,a('>t ontc.' by t he A. I .1). Reg i onal 
Inspect or General , is a mat t cr (ft pu)l i' roc()rd 

April 20, 1988 C 11AR)EREACCOUNTANTS 

* 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 

AUIT1i FINDINGS 

1. GUIDELINES FOR THtE OPERATION OF AGRO 21 VEHICLES FUNI)ED BY USAID WERE 
NOT FOLLOWI) 

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, usage 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 he uncertain[ty as to the requirements in this regard. 

Corr.'wp{dnrev, dated NoV'mbeIr 19}86 howed evidence of an effort () established an 
agreemenTf t er Euid init'% f {ir the p}rat ion of IJMAI[) funded metor vehicles, 
cuhrirnlti In t I I ) )t I ; I) j(-ct ilder'e.ntrat ion lot ,t in early Februaryin .I r ,' 

1987, ly, aftorn! the l"I)jp t (AeMn"te.,d. 1ewever, a'. of March 31 , 1987 the 
pri'-duvr-s Wt it in rhe Voidelin,, were still not hoingu cemplipd with. 

Effect
 

We were unable to nscertain whether Agro 21 vehicles funded by USAID were
 
operated only for the project purposes.
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A~~4 ~ ~ ~ ~ ~ COMPONENT II'OF:THE~7 ~' .AAA'' ,A 

AGRO-INDUSTRIAL DEVELOPMENT PROJECTi<­

t4A.~~'.~~' *~ ~IN JAMAICAA. .' K 

USAID/JAMAICA-PROJECT lUMBER--52=0081 -

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

K'AUDIT FINDINGS 

Recommendraion: 

*USAID/Jamaica should ensure that vehicle usage logs are completed monthly by Agro
 
21 for al~l USAID funded vehicles in accordance with agreed policy.
 

The log should indicate the following:
 

a)~~~~~ Ofiia iestavle 

b) Uofficial miles travelled 
 A.A 

b) Uoffal miles travelled
 

Usage logs should reconcile with vehicles' speedometer, readings and form 0, basis
 
for establishing charges to employees for unofficial travel at US$.2Q0i per mileA
 
in accordance with the agreed policy. There should be appropriate eviderrcof
 

* approval by the department heads.
 

A 4" 
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.~ .COMPONENT 	 II OF. THE .. 

AGRO-INDUSTRIAL DEVELOPMENT PROJECT 

.	 y.IN JAMAICA 

* 	 ~USAID/JAMAICA PROJECT NUMBER~ 532-0081 i. )I 

LIST OF RECOMMENDATIONS .P 

INTERNAL CONTROL SYSTEM .. 

1. 	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 -isprepared,
 

-. .. ­ approved, and recorded by different individuals.
 

2. 	USAID/Jamaica should require Agro 21 to update and reconcile its accounting 
records to present fairly the financial position of the project. As a 

established to ensure proper presentation of the financial position of the 
project.
 

Also 	 USAID/Jamaica should inform Agro 21 of all disbursements it makes on 
Agro 	21's behalf under the project.
 

'COMPLIANCWEWITH APPLICABLE LAWS, REGULATIONS, AND AGREEMENT TERMS
 

1. USAIP/Jamaica should ensure that vehicle usage logs are completed monthly by 
I1~ Agro 21'for all USAID funded vehicles in accordance with agreed policy. 

The log should indicate the following.
 

a) Official miles travelled 

b) Uoffiial ilestravlle
 

b) Uofal miles travelled
 

Usage logs should reconcile with vehicles' speedometer readings and form a 
basis for establishing charges to employees for unofficial traVel at USS.2O5 p...per mie in accordance vith the agreed policy. There should be appropriate
evidence@ of approval by the department heads, 

I'y 

_.. 
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DATE: M ar 4 ch 44'4.44 1988, 
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prcuemni 4'fi2eand plce 
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______ 

Following are comrments responding to specific issues highlighted by Agro 21 
which require clarification: 

A. AUDIT FINDING #2 (C)/I Page 13) - Aro 21 ws aware of the loa...rant 
split and the requairement to report separately the disbursements thereunder. 
There was somre confusion in the early stage inthat the Project Implementati on 

~ funs. Te reson eingthat' the initial
PIL approved Agro 21's requirements for the first year of operation with
subsequent PILS approving sub-activities for that year. This concern has long
been resolved. Agro 21's accounting record had to be designed to account for 
the different sources of funds and they did in that their reimbursement 
requests listed expenditures under each source. The Financial Department has 
acknowledged that their reporting had this problem and have a review underway 
to correct the records. 

B. AUDIT FINDING #1 (CD/I Page 18 - Guidelines for Vehicle Operations)-
USAI ) did request Agro 21 to establish guidelines for the use of vehicles 
provided under the two projects. We acknowledge that the request was not 
timely but was in sufficient tire to be implenented and reveiwed during the 
audit. The request was submitted under PIL #111. 

C. AUDIT FINDING 82 (CD/I Page 20 - Excess Outstanding Loan and Grant
Advances.) - USAID's project management and Controller's Office concur that 
the advance levels at particular times did exceed Agro 21 requirements. This
is still a problem and the Controller's Office reviews the advance status 
during processing of each voucher submission. Staff nembers of Agro 21 have 
acknowledged that their projections were optimistic at tires and have 
indicated that- they will ensure improved forecasting in the future. It should 
be pointed cut that Agro 21 controls the procurement of goods and services and 
should hav adequate information on hand to develop a cash flow. 

I do not anticipate any problem in resolving the recommendations presented in 
the two audit reports. The responses of Peat Marwick brd Mr. Lloyd Foster, 
which are attached to Mr. Thompson's nemorandum, are the first steps in 
addressing the issues. 

I appreciate the help and assistance provided by your Non-Federal Audit Staff 
in USMAD/Jamaic's first non-federal audit undertaking. I look forward to 
continue cooperation in these types of audits. 
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AGRO 91< 'CORPORTION 	 IMT
 

a.'t,.K 	 'PROJECT AUUS-A'""' -'''DRAFT 	 a 'a,7 

REGIONAL INSPECOQR GENERAL FOR AUDIT
44 	 7f&a4a 

a U.S. AGENCY FOR JNTHRNATIONAL DEVELOPMENT
 
TEC1UCIGA.PA, IJONDUHAS
 

THROUGH: 	 USAID MISSION- DIRECTOR ."a""a
 

USAIDo KINGSTON, JAMAICA
 

FROM: 	 RAL4PH C. THOMPSON.a a 

MANAGING DIRECTOR aa 

AGRO 21 CORPORATION LIMITEDa
 
KINGSTON, JAMAICA
 

1) I refer to letter dated January 26, 1988 to AGRO 21' from 
 -

Coopers & Lybrand enclosing draft report of their audits of<
 
'a Copnet II of Agro-industriul Development Project and Crop
 

Diversification and Irrigation Project. 
 ' 	 )A 

-- -Within
2) the 30 daty period allowed' for management's com~ments ".'
 
on the draft, we hereby submit the following documentation:
 

'A) this meonau which serves as managem4tit's overafll­
'Aresponse to the draft. audit, all relIevant. poinitu 

the~reof t~o apply mutatim mtandis to points raised both 
iti the- A111111 and t~he CD/I sectiong of the draft audit 

- b) 	 letter dated FPebruary' 10, 1988 to AGHtO 21 from Peat, 
Marwick setting out their rebuttal to the points raised 
In the draft audit, said letter being Incorporated by a 

-reference 	 -officialine this memorandum as 'the 	 view of 
a--' -	 ' '­ui~anagemont 

a e) ' 	 hPi UWII#1(Jum dated February 10, 1988 from Mr Lloyd"a
Foster,to AGR 2's FIinancen Director commienting o 

4eti 'pcil fitidingi% 4n the drisf1t audit, sanid. 
memorandum bueing I ncorporated I n thi*4 

a ~~~memorandum am. the orricial view of management. )aa ' a 

a>a'-	 -by 'rel'urence, 

http:TEC1UCIGA.PA


'4' ~2 

Fo te we ,rcod coifI mtht.P a Mric hveb- -1 

auior-orARp2 sic th ineto -f h opn ,
 

) Trouhoutrerdower arnidm thband repot thric hsest be 

2 then intionuof audiorunovrsa appicelt te wompanl, tis 
nalo ".b th thir "aldl meng prma for thes isGovrnt
 

__~~5 r toug an iThi problemiruns-Ev teareoAr+lie a-i usuu~~ 
~maifick has n "unconitoe ncybtee a particular 

corndton ecried oytheprc audith pupyteCoopese& 
 -

)sethrugout thihe and epnivereait te
Coes clmbtads seem
a"rckofenappiaetion h.inh ndsupn bi gusao unihra
 

4" thate itbears nppreationshipetn thoughrthuwrd"onl"tin
 
ant isdthee he phslasn oregareiortsi.ccpedt
 

A thod examvletof "ais mynnrome morUDT" FIIs-G aJ(bIc
 

r lthofg the cndiiond ecionthk clith clortaty the
 

o)nThy problem rs thrug the oport ofke auvirusran is
 

reconiittondecobdb thefauditors thek purpotd tcaue
 

"recommendation"setohc up so tfcin
ends being universal 

that itbearshoul reauionship 2tohdopatcuarocoditio"
 
endurisgthfore miclening oucton
gratuitousacounin
 

Ah od eoapl ofuthiisonromecssin andl recordi of
 

6)Athoughcthen (conditiona"se nsctionks) It plerethartde
 
onloveprole reaornetheyoifn ondithduaudior Tis
 
impnlitatnotherisolc frIgtnbanl aonounalltof
 
"Grommendation'endrs upo a unieasotiiato
be igl ot 

7)oehauring tht ccount tunion (readi adit accouing n 
functiltrodeonsrt segregd topoeldefeasvy how ae soe 
Ineh eortaulwthon processibalngcd-pitreon oheof fan 

Htaations ra, "l"tascin) i rprd
 

Aprve an recorde byDUIA ThIS
dSOfErn Aindivid uls 


i lsthatg there i ar n
laknubof internal controls In.o
 
AGO1'ApocduM whitoaesimese-notathoncfase, nin
 

dutiessen wiaa aonin funcion teAU) intrelato 




- -

-- -

- -

t EansacQtions8 afftecting the foreign -back acon hc are d emed -><ncompatible'are pbfre oey y---h
 
-~-~ Finance Director' wi'thout adequate independent checks-~-i
 

__ Ny-ath-t e in i-id --- -_ h s __1u c io s i clu e 
Spreparation 
 'of 'cheque vouchers,, the co-signing, of 

cheques or transmittal letersf the direct receipt. and>~~­
~ opening of baink s.tatements,~ the peformiance of~ bank 

rponiihttonsi, and th e preparation of' entries fo r 
posting to the general ledger. 

An adequate system of control for the
-~internal 


reconciliation of' bank accounts should prov ide for,-~
segregation of duties in relation to the authorization--­
or initiation of fund transfers, the receipt of bank 

- statements and the actual performance of monithly bank
 
reconciliations.
 

0 CAUSE
 

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

0 EU 

This weakness has resulted In one individual performing;
 
* -~ -incompatible- functions in connection with foreign bank
 

accounts a~nd accordingly errors and other discrepancies

in this area could go undetected,
 

-o 1IIc'OMmENaflQa should require, AGRO 21. to adopt U
 

procedure for ensuring that the person authorizing or
 
initiating fund -transfers in the foreign bank account
 

>">~. -is --- not the same person receiving the monthly bank
 
sta.tements and retvojciing them. The chief accountant
 

<..- -- should receive the bnnk statements, reconcil~e them and 
then turn over the re~ults of his work to the Director 

< 

of Finance for chech~ing
 

$~Would sueh a Poiwdin, wi;k-~U8AU) any less aware of the- ­
truth of the iltuntion ats perceived-by the project auditors? i>~ 

>K19) This-assumes, of ourse#Ithati the parties are ineese i ­
truhathr than reating a written-record' designed toSI-hift~kall:blame in> one direction. ,Mo oivilizations. havp,
 

~ >"~> . sin, b
>l learne~d tha'truth manifeted not only 
 h&issaid
 

- but uilco by what ,in, not aid ln. h *asf 1 at0,
 
tell the truth,-the whole- truth andc nothing.i.ut the , ruthi,

HA-~ uitrbe guided by this fudmna-idm the
ad th 


http:nothing.i.ut


1 ij:jrej~port, would have been, useful, 'as a manageinent tool. I~t is ~7 
in ac so, misleading and, con-A.using2 'that it serves no <;> 

~ ,purpose-in~[L7 	 the real) world and therefore is of little or .no >~i 
~~:zyr-a-vaue
either-taXID-OVr tOAGRO 21 
 -* 

S 10) 	 The reworded,"recommendation" section, above, because it is 
logically tied to the "condition" giving rise to the '?: 
proposed eorrective section, serves nis a 9pecific agenda for'~"' 
discussion. In the matter of foreign bank account 
reconciliations the project auditors feel, that proper

*se I regation of duti es is not. in 'place; Peat, Marwick,

Mitchll, AGRO 21's auditors, feel that 'the system is
 

0''',,.~jacceptable. A re~al Issue has beet) Joined which can be

debated reasonably, 'AGRO 21 feels that. the reasons set out
 
by ;Peat Marwick as to why the present procedures should 
remain as is are cogent and compelling' and in the light of 
them we request that. the draft project audit be amended" 
accordingly. 

***; AUDIT FINDINGS # 2 (CD/i page 14) - INADEQUATE ACCOUNTING' 
PR.OCEDURES FOR CLASSIFICATION AS LOAN OR GRANT FUNDS 

11) The "condition" segment appears to contain an internal
 
. contradiction. The' first sentence declares categorically 

that AGRO 21's accounting records do not distinguish between 
' 

loan and' grant funds but the second sentence points out that~ 
in certain cases AGRO 21 uses its own discretion in 
classifying expenlditures as Loans or grants. Three points 

. 

should be noted: 

a) 'there is no requirement, either itn the project document 
 ' 

or in any subsequent instructions from AID, that AGRO
 
Ml 21's accounting records per se must distinguish between
 
V 	 loan and grant funds. Indeed, any suoh requirement by


AID would be an unwarranted interference in how AURO
 
21's overall accounting system should be structured
 

1kb) 
 the obligation to repay the AID loans rests with the
 
Jamaican. 	Government, not with AGRO 21 Corporation

Limited whieh, in any case,. would have no funds for -'.""' 

~thi s purpose. Hence, there is no r'eason in the 
Carportiion's books to distinguish between grants and 

II ~'loans 

C) for reimbursement reporting purposes, AID M~ require-~~:~'
'AaOQ 21 to classify expenditures as between loans7 andK 
grant~s and itwas in an attempt to do thi'sthat "AGRO 
21 exercised the "discretion"~ mentioned by the, project 

''' 

- ~"'#~auditors. 

* 	 12) The "cue emn of the draft: audit report assigns tw4o ;r

kI''reasons for ~-'the " C.ondition~,~t~- namely:
 



4 

3­
-

T-7* 
F,' 	 ~ .4 

r 3 3 	 -3-*~~333 3~5. 

a)3 	 thtAR 1hdntstu lal eie.aAoni
 

procdure 	 hanlin in he~po44
fo 	 thetranactons 


manner"
 

b) 	 that AID~ 21ihd ot spt Undcmlely defnsiasentin
 
procedures forhai nthe rasations ofnth proert
 

ex~penditures as either loan or grant. 

13) 	 What the report conveniently by-passes is whether (a) (even
assuming it.to be a requirement.) might not be caused by (b)­
a basic link~age which 'any section dealing with casualty
should take into account. if such a linkage does exist. then, 
the phrase "in a proper manner"is misleading since what 
c!onl .1tuteit pr'opiety Is not.) up to AGHO 2)J but. to All). 

14) The simple truth of the matter is that in the beginning of 
.the 
 project AID never indicated any necessity for a 

Kbreakdown between loan and grant in the reporting
procedures. Since in any case the bas is for such at) 

­

allocation rests with AID they ought to be able to determine
 
the breakdown from their own records. In the recommenda­
tion" section points (b) and (c) are acceptable but point

(a) should be changed to read, "provided such information Is
 
conveyed to AGRO 21 by PIL letters, to require AGRO 21 to
 
establish a proper system of reimbursement requests whereby

expenditures are classified as to loan and grant funds, and
 
detailed by budget categories".
.4-

AUDI~T FINDING #3 (CDL! Pagg 15,) THE TIME KEEPING AND ATTENap&.q
RETPQR21lNGSSTM AS I! AY~qj&Tt__O CQAI CONTRACTED F.MPlOYEES'0 

15) The rebuttal of this point, In the Peat Mnrwick reply to the
 
draft audit speaks for itself. We have no problem with the 
recommendation" as
of 	 setting out. a new procedure which All)
 

-3wishes 
 us to Initiate. We do take exception to the "cue
 
3 . section which states that AGRO 21 did not implement "the 
3required system", If'there was no such requirement this

could not be a cause.
 

AV I I L4Qe3 _j _R R 
__T 

- 16) 	 The comments inthe Peat, Marwick reply to the draft audit 
are germane. This In another clear came of AID not advising
'AGRO 21 of a set ot procedures and then, through~ the 
complicity of the' audit report,# accusing AGRO '21 of 

Snon-compliance, 
 It such" managemnent details are to be 
dictated by AID, thure omies a point at which do 'facto'"-~ 

- mrriag0eent or the project, no loviger roots' with AORO 21. 



I17 ~From a manageme~nt p'oint ofvew if ided we hvan sa),~
in:thematerwe' suppIort the compromis e,recommendati o~n put

f~wa& n the: eatMrwo n to~~~,si&t thlat thea draf
 
7 1",ab ac-bri'g-'1
itw ~e"amen'ded' 

AUDIT~FINDING #2k (REPORT ON COMPLIANCEWITH APPLICABLE LAWS. -ETC'J 
~~ NO EV~IDENE'THAT PROPER. PURCHASE ORDER PROCEDURES WiEREk 

18)j Out~of total disbursements during the audited' period of i 
US$3,983,000, US$43,850 are identified i the draft. audit. as
 

jr-: not having complied with the requirement, for three bids~
 
.evenTh(: "condi tion" secti on i s gracious enough to men ti on 

that. this areurred in "the oarly im lenientation stage of theo 
project" yet the audit, finding is that. there is "no
evidence" that prope-r purchase order procedures were 
follow4ed. This is another classic example of' jumping -froma 
minor specific to a gra tuitous tin iversalI. This corruption 
of logic distorts all the sections after the "condition" 
paragraph. The "criteria" paragraph should be changed to 
read: 

USAID purposes, all procurement should be done on tl~e
4'"For 


basis of soliciting at, least three quotations and the 
issuance of a purchase order for alprocurements, under 
US$25,000 UNLESS A WAIVER FOR ALTERNATIVE PROCEDURES IS 
GIVEN BY AID". 

& 19) The failure of the project auditors to grasp that the AID 
procedures themselves allow or aiesfrsomnei'63
 
source" transactions leads to further distortions- in the
 
"1cause"~paragraph, Thi s that there lackstates was 
 of
 

4,unders 
 .staff
tanding by project responsible for the 
of this function during
prjc. Ntigcudb ute rmtetuhperformancethe early phase of the
 

prjet Nohn col be fute fro th ruh
 

5,20) In the early stages of the project, because of timne 
.constraints 
 recognised by the then mission director, 'the, 4

following modu~s operandi by AGRO 21 was approved by AID. 

n) formal permi~ssion was, granted by All) that GOJ ~f Unds 
could be advanced for project expenses, such funds 1 
be* relnibursed byAll) when the Pioje(,t Document was' 4 

completed and US fund becamaeavailablet. on this basis 
G0J advanced'AGRO 21 J$3.5 millioni to get on~with,: the-~~< 

4 work 

Sb), reimbursement by AID,:would depend on normal AID­
~. ~.procedures having been followed :unless,, .under thej~

circumstances, time constraints-did not 4permdt-the use 
of~ normal prooedures and deviations~ were approved by 

-----. 44-4 
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o ) each t.ransact.io, wilis c Ienr ,d wi t h All) ancl its a1 pp rovasol i ei 	ted When i t. IwaIir.eentt.ime or reI , any 

transact. i oris which did not. technical ly comply with All)
procedures hut. which w,,re proper trid bus iness] i he "ere 
the subject. of wai\'er letters which are in the f iles, at. 
All) and AGtM 21. 

21I 	 It is (J i I } : 1:1 :11,: 1 h'' ,, , tti , I ,,
"co ]ediI i oil m(,rl i otrld i i 1 he I'-p r't 2-,d ni in illus. , I(o-alwe.	 nI 

was riot I hi( " 'aitj.i'-. I he( ored I i ti1"1" L

1.> 	 1)1' "'(' i ;era11"] 0 lee''[ ]a
V t' I tIlli l it jt I tli (() , )filli t,, ,1 l i ',( I ,, .I 1 I f'1 1o 

,;ee 'r r' iA ,it ()h I hrdir.F ri' 1),d,I(lIII 11 i -; s II) IinId 	 1, f'act 

I], I L f i I )" I
 
") 1l! I" j ( l l I}~ l 1 it>IIll(( "ItII.I I Ai t'I
1 i I' v l I ll c, t I ) '. I-Sdi)A 'I 	 j ])i s,,'1 l (II' ( ' 'd i.' (l I . ,{lT'01 
'I lI+ I> 	 I I - (Ii t i II(-tiI ir il t ; 11 ft;t 'II1 	 A ,\i 

11,)) r-iw. f d I> A V Tid I I ,i (-.Iit I *\ ti f '1 1 1 iIh -. i i!e I 
I. Ty 1 1 i1 F 1 iItiii 1( A(;W) 21 iiioh'I' :I il 'ii. wai I h ad I i tic,to(-

til0 (10 '' tti e' pi''t), I'dll v 11 .)'Ic'di I'(- werI-( 

TA ' 	 F I N1)l1 N(; --' (W-1OP)TI'O 0>11!l lA'K('I WITH'l APil. I (ABlE LAWSET 
page 21) 1: L(E-SS OTI'STANDI)NG lOAN AND (RAJT AI)VAN('ES 

22) 	 The "(orCili i ol" idforit if'i Id hy I Iw pi-o'jol Oulit or'.s, i. t ha t 
at >la r('tl 1 , 1 87 .AlII LI t I I It w,i' A(i 1 1 1 I ,.g ), 0(J 

i'I)l e ( 	 5--,1 ohe c23)h1i t' it iit Iio r' "iI'tt'm'r s,l l P'i'('O 
Sthel'. ' 8i ! t i,,A. i I lt l , d I ior' tI) li 	 13 

Ifunlds e' i'8 d( I"e1 11 1 t ' ItIti . ic It li',. I I 5 , 

24 	 1 t oo 1(d1t II l III (d out I 1-; I f 'fs .-' by II F i I I I orl re 

t) 'j II I" i I I , 1 - t.I II'I-I. I TIM .I I ' 'l I ;I '511)1 , 11 

,itj) fi] l l 1, ('1il1 " ,' ' ' ' 1 1 it iII 1 w(lll l 	 -.kf 1 j t III.,' . . ti I ( ( I II ,ti- I1 ) 

I , ( I ' 1,	 ti--,, 


itj';. i 1 t1,i i (i .' A'' IIit i Iit . it I i' 'li t i '( 1i , 1 Itf 

. " 	 ,ily , + ~i'- I>,
I",. ".",t t .	 I'hi,-;ll'I I'1 . II,. i iu, ,.p'f-o i j(l :.i':. i I 1Ifoh I il by A I jI). I I I hi .i \ . ,, tI)cf 
" C l j l 1 1t]J! . i i i11;1t d b l ) I l , 11 , I , p t o fIi - '' FfI-( , II, I ,' isr; i-itN. i srItI I ei fik - li I II (ItI YV i1 	 8l'c 

I__I_-_f_-_Iit__IIII_ 

http:t.ransact.io
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AU!)I_-, F] NI)NG ;2 (A] )IP page 12): AC(''O'NTIN(; IGR 'ECII)SAIE NOT IN 
AGIIEEMEINT WIH' RIEOI'Ih'ITS SENT 'T AI) 

25) This finding results from a basice mi.sunderst.anding by the 
projeet auditors about what aceourlt i ng functi ons AGR() 2 
(IoChses an a ('o'portii (1 I (" set up for il 5. Ownt Use and what 
ISA 1 ) Ie tu i i .--. I 1, f)i i' I tlt-. )t 'yv f, t til 1 n' i anild 

dti Yt 1 8 I 1 ( t V fI W( I r t I pi ('orIr1 h -i iO l u p o' w f 
i - ,i ,'llil l '- I t t , Ii I ? i , I a i t. lI I . lm i I c 1.vs . I s 

,- I ll I I ia - fli I i ll I, led I ,i \ rl I i \l(, ', ITi-t" 
SiI Fl,I W t i P I il LI il T kir ih "F 

-lit6) L nl I , hI) I i ipt i 4 gir1Wci ll' (Inat ni tti j i y 
1) t 'i] l 1] ll t l1 I . "l f,t ;)'fhtite,; i ; , i Imi,o-L i. t I,< i e ; ,(Ii't,or ItirI yI Iifirjf l, !t jul!,i t if i I 1iIC, 
liteo I ,>1, Ii. t] I ; ui~t I I: t t" i, r. ,i t i ll 11K, i I " " nli!iri s. I 1(, 

gi F f t I u h n I h t el- t 4 lie-wur ilnl ith AMtU(t P '- in " Ie I>,t 
.t t () p ,o-.n-I ll I%I 1-. (1, I';ir , I t ih 1,111 1, f 

tnt I i l,_i k .ilIJI Ill. ' , " t tii e'v e i ( t , i i]P 1 I I I;tt t i j i t'tS; 

Nt I ;I I sI I I I l ovY t~ . i ht~t A e I I aI i Ii I n i ha Ni 8i u Vak nI 

26) Inl faurl .A(G1() 2 1 kept~ it.s- genpral'fl ledger' inl a1tl len irely 

t 1e il !i ti 1' l "ndt t Inn iit I v Ia t til. t ', I Iittl 1,v. ,lno;ct ed i, II ' p:q cw iiiit,.-Il arc.-- epla~ in'-, au ory' IPA -ily indii t h e 

par~ll't " 'li'L hp ;it i U r l ( ra-sli_ n.-'1 t ( a n ".,1 by%. 

2J7),_h u* F[tt i n, ni~ a~ I ;,w l it i,>!, to1 III,' P' r'.' >. ' ' ) i ' li<* o 

I t't'onlit I I tI .iI )t 4 il5 ' i il i I u rl I ll tt is 
n thioh "I m " do,., not need a 

r,. S P 8 I fact 

n"oImlIi itIt 1 I An ..- I 
gen~i " I f - A,, ' ( i0V .' sl ll ini!" ti ,m rii)niiok inl Ithe imrli e st 

haiv e, h u(,' r lI.-.,. , 

2R) So .'tt I i ,An l Iy i Yor iia d I ll'lwt , ltl donI li traf t l1 n I (' has I t 
w.Cll i V \ l Fl I a - , ih '\ih( l I- ,my ,c ntt i i"d I lin buti "I N 1,I mm Oi 

J-- c t, t . '._Iof'il l () * ,l :1 1 1 po i 'i ,ll I v, h iw , C H I I ">, i 1. i i ' 

ti I t( d i I ;I Jilml, I i on I' h -, i I ilnd I " 1 finl p ro<, 1( - 1 I " u-h-i j V fl 

I n L1, , i ;l 1 1 .n k. Y 1 , 1 1 f : ' <, . : i 1! _. <" nl I . 

s u p h'] iM',l iii I Ml N;" . II , m ni . I.lJd, - ' ,f-, l I l, I N I d It () 

ItIt, JI ,tj, . 'I !I I !, 1 1, t I I lu t ;In d It1 I ,e , t I I il -i, 1i , h t! 

I lli 1) 1-4 '. I. I I I I h tli M'\It7 :, I' h a !. :. o Ilil( I tII I ll! I IIl Iii f, . I l , 

i >, IV 1 Iil Af 1 111 \q 'iIll Il ro' ' !" 'i) o II ! \''i1 t ,,I 1,()i,1 111 1A 1. 1Y] t, td'ql 
' 

o Ilim itI a1(" V.n.h Ill Ill. ,n" I ,ti<.l a l illi. 'Ii h I , In i . Fa I n.< 

Thui I i m iINI ihnl Fl,1 , I;:a lnod ' ,clo of" irkn kl- won.l i i i he . l 

ilild ;,a;. [Ili l il ll ] 'lituano " iltty ,Citht lCK-A ll hipforr'l (mlilicuplp'vliti 

()Jf, tihe aliid i I . 



30) 	 The objec'tives nd scope o the audit are tted as being to 
determine whether: 

a) 	 the fund accoun tabi I .t y s. tenment for the period 
September' 25, 1985 1to March 31, 1987 fairly presents 
the projecl fulnds rece'iv'd and disbur'sed during t he 

i it erna 1 Pont ro Is nec01unt 	 adoptvd1) tlh 	 and i rig pract i a ds 

" 
byl'1!44 II '] '- IA t :41 pr1'4'I l 4'1l14 'i441 .4 lnll- t' u 

tihff I 	 ; I ( I ­c 	 W 11 elll A I I , (1". I ('l , ) I I (.. I %: I I I,),I (.n I)I, 

31) (hr "hLjw I I % - '41( Ka &4j4 th, a4 4ll 4i-. - it l t44n"IN 4 I 1( 

(' 'nr ;' It r I I lfl I Ii I any-' i 44( d1 (14441 m- ;*1 I a n 

32 1 	 AG I? WI Fin V .I on'lI , I njI k I ; I %a I I I 1 ' l l pl 1 

"). '- Jani 	 i()lnpaN\-I i r I 1 lll 014e' -I 	 s ii une 1' 	 ,i]' ;t n 14141 
I e ma ke ily , Jt pu t i Ilt ar ir Is il' w 1 l 4,I I., I Ih m 
i'gisi~ri fr ('wlpin iA vim4 Sal uiii 1 14', 1 Ina (1 11hn T A ( 

"l(',11t ; i ii,, I>; 441, 44~ , '' ' 	 1 14)44 : I . t tI 1 141.4 I rl[ll;l1 l (h 

('Io IolJ ('1 -f 1 1'h (' j (I f, h ,I . alnI I ((1 ( Ia I I14 

4J •41 1 r A -(1 ('ll 1i 	 , "|r'4'1 l I,' 4 I1f 1 1 1 'f It I 0' 1)4d I mNl I 
M'1ll(('1i t i .I I , * I I 1f,Ilt 441 1 1 l Il, IN I II i ) 1', SI - ( 

i i :',, l, 	 I 4' . ,. I h, I Nn[ ,i I n iw'. 44! I1 . ; 'Ir 4 'tFunded b5 

AP I ,i ' i ' d 4 '4 5 1h.I I . '41 tI , ,fi I Ir 1:41 I- 4111 +,; 4, 11141t' 

,4 1 k l ,I 1 	 4 1t 14: 1 nh( 'I1 I l . d ' _,, I F 1 I ;WP I 1 4' I1t 

(i I()'|4~'1i '1 ,1 . I" 14-1 W 14 .4 I (.44(1 I 41 ln' I 4 ,l.I I ' llI 
II' 3;II4+. I:' . ' '1( I k1 - i i l 4 4(1 I 4. 

", 	 Kofc Ja nI nv -t ir I "n ll( P ,+t l"nwrl I I'I;. hlt no,in rvl '­

t ha1 I I 41 1; i h..i 	 In I "d1 4441 1014 h auit 4i Would4 I n!i I ( 

1451 ~ 	 4Iv11"I Wi1F45 4'h 4 (J'~ I I I w1 nii 1 "ni,i,'i (1 '1 I 1I 

"I'1kI++114'I 44414'. ~I, 4 ,'v ,+n,' " -4 i 1ll 4l<(I .. I [). 1,41iiS 44J+)'41 	 I d 11'''I |
Jt45~~~~~i.;Il' 4' A Il1 I I ,# 44 (( 14 II ;1 1 t11( I4I4 )4, 4, d1' 4 l, ht414, I h41 , ,',II. f I I I;I', 1 it 

4'4 	 a' 1;4 '4 a( li 41 Il; ' 	 t'j'I Itfi'€ljl 11144 044 Ij444 i4 "ldI4Q n o n VA nvI.r p 
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35) 	 The fact is that , with the Fund Account ij I ity st at eenie t aS 
I he focus of t heirv work, it was compip t ely audi table w~ith 
the following documents be ing made ava i able: 

a) 	 a statemenit ol' funds paid over to AHO 21 Corporation 
by USA II) (JuT' i fig th e pe rio(4 inideri' revi et, 

-
:I1 1 ' ll I , I '.l-W, " ,r -1 0 	 t * r' at II 

proje' I iiiI -;icI Ion s 

c ) 1,;r . i f, t Ii t. ' ,t ,)f. Ittip 1 1, t A ! I ,,.r , io I,,iE,., ( h p
nsmi Ic'
tra .- ttal Io s, fil 's. e+tr. f )"r the' pro'jec<t ban~k
 

('('(01 110 LI c r[9'mr 1 9 '- fir in twh I~ t'it and( Pori 	 ho 
('.,! - lift' I-f . t 1 . |;"-	 litf36) l19V9 l tt .'i i - + i '4 l;iJifojiti t 5't (le" I+( 	 i~it' I Ic :;11 ,;I I . i l 'fj 

W ,i,t I it r 	 ; i I h(31 I( I I tI hi I i ' iK- pr8 t'(, It .ta l, U l},' l 
I " t 11Ihr rlltt' (],tvi, t<3l) t oIf it ip Kt i "r" In t tha 

llfo t ("9l d nII ;?ti us \l I i l fnigiit 1 II'fol in 

Il) l t '], .i I I ' t . 'I I I I t i. 1 (9 "a i I (1( 1 j t 

1,,' f d FitI , I hpii't r ;u II rii t I : f (IfI"la' in gro';''t. 
w fhi 	 I5 i-tt, j -Iiif (d nudif tl. * I l-finh ifiiifj" "T ;if (i t i1w lan 

t- I ' t I t t ,I ; -I[ ; I t I I I i hIirdai. it'I, (it I.i f In I .I ii)li 
G ovi<' w nm M'I-"a (I *)';I"V'nIcl ' ' 	 } Pr" n M P, N t 4,+ al(, Po ", II if . rl'(i 

t I , 1 , f,. 11 I f Ii 'I ; at " T 	 M.1(w "I ! 1 i A, ! A n I t " Ill, 
,I t ITIi I HP r F l ( ,i I tV I I t . tI, f91 Ilo , I t tI I. 

tIn!t I , I [ n I It 1 I ilititif T i 

fIt O 0 ft l f" t .I 1 P I I I It f I" 

III .pl tI'<( I ,'I1 (1' ( ' '.4( 	 %. .1+ 	 I'lit Itla I , 

Ir( p,It of I !., ' ( . ' i t I. I I !1 ' ; l1. '%Il i r l I 1; I ! ;A':It l, l!t 'l I t 

'i(;Wth ', ItiA , . ~ Iol \ t;I II1 1 ) A 'Ap<,' ,I,) tu+llt,) l IA I A I land'} 
,w1;+ u "I , ], 1 I,.l , I t , tj i I [ I 'f 1 1 j 	 r '_ 

:,
f I , .m t ol J ni- I llI I r; - ,I f i l J . t . l" J + r l I t t l ( 

,tVtt,n 	 f:h I "tl !) " Wl't!)h o W + n o 1+ j' t t A n n ,nt F , I I ,+ 
'I ;S I ' A ll.I ' 'M r UlW I U I W* I a. a k 

)+ pltI %+*I Il' I Ii1nd 	 + ,t. ' l,+q ] I n, hi ', I,n" " Ift- Invn(rd ;I n 

U p.n(I ;ig(]h l f"I'(il .(,,i<p<l So t) rt Ma wi kr'iI I ad. 

min"Frm andm1,1 "y top Pp 
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TO: KENNETH C. BRITO 

FROM: LLOYD 0. FOSTER 6 

DATE: FEBRUARY 10, 198 
- QUESTIONABLE ITEMS
SUBJECT: COOPERS & LYBRAND ADDIT REPORT 


_LISTED_ 

have reviewed and inventigated the questionable items listed in 

Report for the US AID Projects and my
the Coopers & Lybrand Audit 

findings are an follows:
 

AIDF II ffagc 8 of Audit Report) 

SUM - U3$671IThli_1) -7-PAYMENTS IN EXCESS OF CON TRACTED 

The amount of US$671.00 indicated In the report in composed of 

two (2) amountsi an follows:
 

- Overpayment to David Beist under Contract no.
 

US$210.00532-0081-21: 

to Earl Parks under Contract no.Overpayment 
USS46 ,0.0
532-0081-31: 

US$671.00
 

to David Best wani detected by th,;
The US$210.00 overpayment 

Finance Df.-i rtment, March 17, 1987, prior to the Coopern & 

and the ove rpaid wati rcove red from David
Lybrand audit, amount 

for 1987 your memo to Tommy
Beat'a competnnition voucher March per 


14, 1987.
Eanterling dated April 

COHTiD-1'AGE_2 

http:US$210.00
http:US$671.00
http:US$210.00
http:US$671.00


PAG X2_NTD
 

alno detected by the Finance
 The overpayment to Earl Parka wan 


and Stuart Kane waB requeuted to
 
Department, March 17, 1987, 


However, when Inter-Grow
from Mr. Parks.
recover the overpayment 


(through Ken Brito) eventually tried to recover 
payment from Earl
 

contract. 
Parka, he had left the country on termination 

of hit 

June 1, 1987 r,.f, rf.to Harl Parka datedKen Brito's letter 

Rauer dated January 29), 

However, Mr. Parkn It now back in Jamaica on contract to 

Inter-Grow and I have tient I(tterti both to Earl Parks and Yehuda 

1968 to recover the overpayment from hin 

current contract with Inter CGrow Ltd. 

ITEM (il) TIAVEL EXPE1DITU(E53 	 DIlSALLOWED FOR TRAVELLING BY .IO:17U5 

CARRIER - UO351600.00
 

to airfare reimburied to
The amount of $11.4,600.00 referti 

Sri Lanka to Kingiston,M.J.F. 	1. Sentratne for hits trip from 

23, 11956 from CD/I Project fundii
Jamaica, paid to him on April 

no. !32 0123 4 dated February 21,
under a CI)/] Project Contract 

Cooirem & Lybrand that Mr. Senreratne
1986. It was detected by 

not a( a U.K. Carrier) which ina
travelled by Brititsh Airwayn 

a Ul AID Loan funded contract. I haveerpermitsitible carrier urde 
be repaid by

advitsed Mr. '.xneratro th;at thina amount. will have to 

incorrectly
him. 1 wi ll lfol low for rejpayment.. C( ,prts & Lybr.-rvi 

inde r A l))' 1 I Qutat. ionable I temal.grouped thiisi t.cmt 

ITEI (Ill) - 3ALARY CHEQUE REPOITED LOST. 3TOP 'AYMENT NOT 

REVEROED 
isalary chetque numl)er 1!)!) dated February 6,

Thin item referi to a 

from AII) II FX account which wan 
1987 paid to Art Iijorlykke 

and "; to) Payment" Inat. ruct. ion ianued by
reported I, it. by him 

ink Miami pr le.tter dat-d March 10. 1987. 
Finance 1.t Ctil 

Quontionablo Itomn
 
Coopern & lybrnnd clnimn in their linting of 


in Agro 21" 1 hookn. 
that tht -I"I.;top l'ayment." watn not reve rned 

a to)p paid cheque wanfIts Incorrect. beIc)fualf theTheir n I .a tion 
dated March 31, 1987. 

reverscd pr our Jotrnal entry no. JK 3/2 

thin entry.
Coopern & lybrand apptirently overlookerd 

http:UO351600.00


PAGR 3 (A)ND 

CD/I PROJECT - QUESTIONABLE COSTS (PAGE 9 - CD/I SECTION OF
 

AUDIT REPORT)
 

(a) EMPLOYEE SALARIES INCORRECTLY PAID FROM CD/i PROJECT E0NDS 

The amount of US$10,290 indicated as questionable for this item 

reprenenttn the following: 

(1) 	SALAHY PAIl)T O1SONIA FRENCH J$55,749.99 = US$10,210.00 

(2) 	 SALARY PAYMENT WIICI COULD NOT BE 

IDENTIFIED BY COOPERS & LYBRAND ON 
REQUE:;T FOR INFOHMATION .... .. 430.00 0. 00 

J$56,187.97 1l;S1O,1/90.O0 

The corr,.ct amount for Sonia French'is compt-rinat ion its J$56,749.99 

but Coop-ris & Lybrani(1n Mr. L,Ighton McKnight advite(d that he 

picked up the figure in hi n audit rcordn; JI$1 ,000.00( tshort. 

Sonia French was employed to Agro-21 in Juno 1985 under a US AID
 

funded Pro.Joect number 532 0079 call, d T,chnical Connultant and 

Training (;rjnt (1C & T(;), a U All) inource which f(-ll outf1id! the 

scopef of the- normal CD/I ard Al1)1' II fndr iri '. At; tuch, Agro-21" 

nfw ) rector of 'iri; ir f , L loyd Fotitor, w;t; 1r:jwtrf of thini arid 

a ince Sonia French workod with the CD/I hr.,,t. n, theh ;,irnir wd 

nlhe w;a a CD/ I Con trac tor 11f,-wf:,. ,ha/ rge,'t; for ; portion of her 

valary tot.;i11 inig i$V ,749.99 w;11 (ih;1-j!(, 1,o 11hf. CI)/I Proj c. 

gxpenten. 

Mr. McKnight. of Coop,-ri & Lybraad wa1ti not able to give mo. details 

of th,! quejtitoned iil;;ry am, ont. of J$438 00 from hi n file , 11o I 

am not able to respond to that Item. 

I have, u)ta e c,( ,rir'et.I oiu rnt l Frit.ri eis to adjus t, for the S;onia 

French error (JF no. 2/1 198). 

C014/lDAAGEA 

http:J$56,749.99
http:corr,.ct
http:1l;S1O,1/90.O0
http:J$56,187.97
http:US$10,210.00
http:J$55,749.99
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(b) PURCIASE ORDERS NOT IN COMPLIANCE WITH REQUIRED PROCEDURE
 

OQ-IRYITINGLTEE -QU OTATI ON 

This conclusion In baned on a small -Tample" and on checking with 

George Stephenson who was directly involved in CD/I procurement 

during its early period, I was advined by him that the 

transactions being questioned by Coopern & Lybrand can be 

justified on a "ole source" batlsi and were approved an such by 

US AID. 

AIDP II - ACCOUNTING RECORDS ARE NOT IN AGREEMENT WITH REPORTS 

SENT TO US AID ..... . .. 

On page 12 of the AIJP 11 Section of the Cooperi & Lybrand Audit 

report Item 2 Condition", they titat e that "'Ihe gleneral ledger in 

the bookn of Agro-21 covering a(dvnl(0ii aid expendit.Uire,1 on the 

project are not. in agreement wit.h relevant, reportmt3 nubmitted to 

US AID . For example the general ledger account balance,, were 

more than thoui contained in the reporti aent to US All) by 

US$324,44!*'.
 

The Auditorts are here a(idrenii ing a figure of US$604,363.33 

(J$3,299,823.78) rtcorded for total cau;h ditiburnments up to 

31/3/1987 in t e Cash Advance :;t,:t.utl e)ort.; (CA';R) i;ubmitted to 

US All- which iit a Cai;li Imprtlst. rep.)ort.. 

Corre(ps (1 ingly, the genera l,.Idgwr Al l' II Expendit ure Control 

account balance wH(h inc ld,(t . ir,;h dinhbrcem,.nt i from the AIDP 

II FX account ai well an otlher nfn (;id) l-exjnt,# i t.,'ml wag; 

J$5,0132,207.71 (1S$,930,807.33) ai at. March 31, 1987 a (if'ference 

of J$1,782,3114.00 (-(uivalent. U%$326,444.00) in excenil of 

dlinbursment-n reported t rougfh the CASRW' niubmit.(.ed to U; All). 

COBT.LD.?AGR-5 

http:niubmit.(.ed
http:U%$326,444.00
http:J$1,782,3114.00
http:1S$,930,807.33
http:J$5,0132,207.71
http:dinhbrcem,.nt
http:J$3,299,823.78
http:US$604,363.33


The difference between the two balances derives basically from
 

the fact that there was J$1,823,374.01 (US$333,951.28) of
 

expenditures made directly by US AID mostly for AIDP II
 

expatriate compensation 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 J$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 reports is as fol ows:
 

*HOH11CAII ENTRIES TO AIDP 11 EXPENDITURE CONTROL ACCOUNT
 

a. *Expatriate Compennation paid by 115 AID: J$1,784,053.90 

b. *Motor vehicles rurchaned by [S All): 39,320.11 

c. *Amount advanced t.o Dr. Frank Rot;u by Agro-21 

for AIDP II sponsored trip: 6,996.60 

d. Cheque no. 11:1 dated 25/9/86 which wan 

not recorded in CASR di sburnmentis for 

Sept. 1986 (0U5$5,583.33) adjusted after 

March 31, 1987: 30,484.98 

e. Bank charges recorded twice in General 

Ledger (US$20.80): 113.54 

f. Bank charIgeti recor(ed in General ILedger 

but not in CASH unt.il after 31/3/87 (US$40.00): 218.40 

g. US All) dinalllowed paymen i not. re(cord(ed in 

CASR but. recorded in General 1 Hede r ( M.$ 1097 10) 

(Refunded by Atgro 21 tlo AllH' I I baik i-wcclli , 

in January 26, 198M: 5,990.17 

h. *LES53: Peat. Marwick Mi l,(h 11 iul tui , t-ry of' 

Dec. 1986 made in e rror du pl ica I,iig payment 

made to American Graduat,e 

School of Mrinawgtmerit: L-04,793.0,01 

(Reversed after Dec. 31, 1987) J$!,702,304,O.. 

EQUIVALENT US$ 326,444.00
 

CONT.'D PAGE-£ 

http:326,444.00
http:J$1,782,384.00
http:US$7,201.49
http:J$39,320.11
http:US$326,749.80
http:J$1,784,053.90
http:US$333,951.28
http:J$1,823,374.01
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EQUIVALENT (cont'd) US$ 326,444.00 

Difference indicated in Coopers & Lybrand 

Audit Report US$__2l.A OJ0 
Difference to bc. discussed with Coopers & 

Lybrand - US$ 1,999.00 

I trust that this memo responds substantively to the Coopers &
 

Lybrand Questionable Items.
 

cc. 	 MIl PALPH THOMPSON 

MR. TOMMY EASTERLING 

MR. ALFRED BARNES 

MR. GEORGE STEPHENSON 

MR. STANLEY RAMPAIR 
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Kmuon ]Itfti (MDT92 271M9 

Jamac. \,'t',t !r%Yd cs Cabus vertattm 

February 10 1988 
The Managing Director 
Agro 21 Corporation Limited 
3rd Fhoor 
14-20 Port Royal Street 
Kingston 

Dear Sir, 

Coopers & Lvbrand's Riport on LISAII) Fun(ed Projects 

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

A,lj),.P. - Qrwjo nLt1 

1. 	 1ack 4¢ Sgr£~ ~a iml of (Itin 

(a) 	 As mentioned in the project aUdiors' report (Page 9, Paragraph 3) the 
objectives of, a svtc;n Of internal control are to provide nanagemnent with 
reasonablc, but no absolulte assurance that assets are safeguarded and 
transacti()ns arc executed in accordance with llanatetvient 's authorization and 
are propcrl.v recordcd. As descrilxd beh w all the critical functi(s relating to 
the foreign bank accoun t, are perlformed at the higlhest level )fmanagement. 

An important factor that ,hould bc considCred in assessing a system of 
internal control is the /e tof the oranization. Agr) 21 is a small entity and 
many of 11irt c(mtiols that would bc icrc,nt tl a larec cuterprise wolhd not be 
Cost-effctivC, PIadtlcal, alpprpriatC or nCcsarV. BuIt ;is in all "mall entities, 
man;agtCllClltrl is strong bccar Of the di tetC pcrsonal involvCment Of 
lma:lnac!eCllt1 ill the ctnpanyv", pc01tin,, and icc.)rrnring. '[ILreforC, the risk 
that llalcliAl cl(vo, or ufi',ceL-jMIic4 " ill go) undCItd 4irelatively h)w. 

(h) 	 'i1C dihit',clw :t ir lncr Ihu P#rCuL edi reltplCr)eCeuiil alrieS ad related 
expenses of ntict stlf except r a ev iiccllanrcon- expenses fO travel 
and seminars for local staff and the lpyment for a technical study. All of 
which d|lt.1lOHtLl to 3.'l ; of the total disl,,ursencns for the peri(l. The 
number of payments were few and avcragcd fonur per mrnith dInring the first 
half of the pxN(tiand eleven during the latter half. 
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KPMG Peat Marwick 

Tie Managing Director 
Aars 21 Corporation Limited February 10, 1988 

1. Jgck of segregation of duties Cont'd.) 

Oil the basis of monthlv invoices and supporting documents submitted by contract 
officers and apprio'cd by the NI ania ng Director or the Deputy NManaging Director, 
numerically controlled payment vouchers are prepared by the secretary to the Finance 
Director for all dishurmsenments otler than direct transfers for wlhiCh transmittal letters 
are prepared by her. Requests for other payments (riinat1C frol various heads of 
department and f( rin the basis ftr the preparation ()fpaynnt vouchers.. 

Cheques and trainsnittal letters prepaied 10 tKe ,cictarv to the linance l)irector are 
sitned by the inance l)irector and passed on hor the second siilature to the 
Nmanaing ,l)irect(or r the )puty NLanagi ng I)leIC't(r aIi ,with the pav+ni lt vouchers 
and supporline,, dcuCents. 

Since disbursemcnts are few in niinbcr and in view t,f their confidcntial nature, these 
are listed monthly under each expciw. hcadin by the 1-inaincc )ircctor and retained as 
a pcrilnancnt rccrdt (,hcquc nitbcrs are identified pyainstpyaviients and cancelled 
cheques are noted mnc,,! 

Considering the condti-n: .al nature of' over 9)1.*; of ther total disbursenints ain(' the 
sinall number o0 disbu r tns involved, the sve n of internal cmtrol including the[ita: 
segrecgation of duties is adequate since no disburnement could be cffected by the 
Finance I)ircttxr without the rotminc intecrvention of at let one independent person at 
tile highest level oft namagenent. 

Ilsullilar, transactitlins aye: 

Authori.',, Iv Managing l)ircctor/l)eputv Managing Director 
Proicssd bQ The security of the finance I)irector 
Input lPrepared I,' Finance i)irectr 
Reco rded by Acco' ntant 

Any systern, itinte. nial cnt(ld can be improved bv dlcoatinie of the functions 
to additional staff. But such dclc!ation ,hould only be doic it the cot, of delegation 
does no, exceed the benef tatta be derived by,addwtin nil e.Ol ontrol aid whether the 
con Fidential ity of the tran sactions couhl be diposed with. 
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The Managing Director 

A gro 21 Cogioratieln I imlitcd February 10, 198 

2. 1mAM>! U, _~yL11~h~~yYAlf-12)I J~ 

() Anti 21i C ' t I :,tioyn rral II It1l.c iCC. C\VCo!CIt - , arc" 

exlldirtt t f til 'ull iii c . 0k ,l III D mok1 of'4 (1111yCt. 

fun) Ac~ i.c 1 '1c Iot I;.u \. .Yx ' th:. Irl,!II ICi tof.1!;l 1cit 1 rc(d ;itcn 
anuikath O'. 410r *rkA nyywil 11 u Wm 

III 111M 1 I11: U 4't 11lN C 

rcC :i f'b Ith) Is II'tw 1 ka I11 1l,1 I IiL,~IkIoo ItI \I 

' It~lO i4 1 1 I c , )I I( Ho II.41ll~CII 'AK t il c, CItII ep 

('n 111ufdC Il"- .1p ovi o 11,cc 

thc Pf~ooo'Itkl' to ) I o tIk i hOl c1 , r.o1101 I, toilIolnr~a coototand 
tlettcoci I(' ()M I,! ~ (!,t 11 tie01' N .tol oli'l'ote laI1l. I,'~t~. 

(a)Arch~~ t1, utth"I'A f Ihill]0)..7Id 1~ 

3. wdc thr \\l~ Iod till',I, :C II IItooI ooV1 I-','vI,4* 

Al o t ll) ritlt: %o'I (tot1w to'c t ICII I', l Y i CI% ti1ttto IC' i. uII f,ootlo do 

(rpamoI 1)1()% ( tr ooY't' h Ito~ I lI~.1,,j~ I siollIlllo HootJ h.\f :1 c 

ttl i F4 O l it h1:i t it 4 11 , ' 1 1 , x ') A I)tt i oOto~ I 

\l)to Ohin \h ctot t hoei 010KW ioll Vh 10i da mi A A 0 Iirthoo kI ! tu ou teduay 
SLC.~ii'oo', o,*\ I", oXl1OW I~(LC. \I f 10010 I00 011Iu ihe rucd .1.CotIVI 1.11 1 (; 

fMhetarc 3 1C1a~~ctaIV I~I'loIb~I l)o t tnt\1,1' 
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The Managing Director 
Aro 21 Corporation Limited February 10, 1988 

3. Guidelines for operating vehicle, were not follo'.ved (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 r-imburse 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 tile percentage of project use be estimated in advance in 
respect of each funded vehicles, based on the duties and functions of the authorised 
user of the vehicle. The operating costs should be maintained for each 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 Irrigation Project 

1. Lack of segrecation of duti. 

Our comment 1(a) on 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 J$6 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 )ook. 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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KPMG Peat Marwick 

The Managing Director 
Agro 21 Corporation Limited February 10, 1988 

4. 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: 

(i) Infra-stntcture rehabilitation and commdctities - 48%. 

(ii) Con tract salaries ad expen1scs - -1­

(iii) Flood relief designated disburscment - 9"1'­

(iv) Horicult ural dcmonstration 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 thit for AIIP II described under (i) 
above. Thie 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 vouchcrs and cheques or transnittal letters. Tile 
disbursements through this bank account are also listed monthly under each expense 
category and retained as a permancnt record. 

Over 875,( of the d isbursene nts under thi, B .ojcctheading: orig:inate froni operatirg 
departments and were subjectcd to procedrtual checks by the accouits departmet 
whilst the halarice repr:en Ii g colltl act salaries and expenses wab sewd on invoices 
approved by the Managing irector or l)cluty .Ianag'iug l)ircctor. 

Considering the sensitive nature ,fJcontract salari,,,s and expensc,, and the 
management objective of imaikntai ni n ( strict confidentialitv over thi, trea and the fact 
that the Financial Director cannot conipltce a trail:,action with the interventi olit of at 
least one independent person at the highct level of tnag,:nent, the accolntin I 
systen inoperation is conisilcrcd adciatate to achieve the internal contiol 0bj.Ctive Of 
safeguarding the ascts and the preve and/o detecticton ofiMregularities or fraud, 
in tile absence of collusion. 

5. _ _ fI t-: I,,___r _ I n , r;. 

The conmpatiy tflalltaltlis a record to total funs lecceived ;'nd total funds exlCndCd ill 
the general ledger. In addition, total funds disbursed are u nutiariscd monthly for 
USAID reportintg purposes betmcc n loan and grant funds oti the basis of fiscal data 
provided in USAID Project Iniple tentation lotiers (P11.,)or on the basis of 
guidelincs set out by USAII) v,here such 1lILs are not issued. 
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The Managing Director 
Aaro 21 Corporation Limited February 10, 1988 

5. IJnmi ate¢ prR'edures for classification as ioan or grant funds (Page 14) (con'd,) 

The disbursement of funds are not separated letween loan and grant in the general
ledger but should be maintained, if USAII) does not consider the monthly summaries 
an adequate record. 

_a
6. 1 i .. ,rnd 'Utr_ 1in,. r pOrli2nmiLscr (Pac e 15) 

Most of the locall, contracted cmployces arc in nmnaerial and professional
eat.e)ries,. In Jamaica, this tlloo of enmploees do not maintain daily attendance
and time records. Further, a review of the tlpr(Jcct aercement or the related PILs or
the contracts, themselves did not indicate a rcqtuiremient for mainte,narnce of such 
records. II( ,.vcver, the c)mpanv ctsitrcdt thiat htlca mtff were paid only for tile 
worked, hv thc maintenancc oI: 

(a) 	 AttndnceL'C rcistcr fo r co ntract secrctarics and 

(b) 	 FProperly ajppr vcd d ,cuntrt ion for ab.,,cnce from work for all contract 
ernplot vee. 

7. Q__i___i_____f . ._n yQ ht_ i t- !. 

Our conmiments undcr AlI)l II ar- rclvant hcre t(o). 

,_LydT,.m.,.,:t'ihl.
8. LNO 1;! p *,.' pr,2::I!!,;,_e,, dlowed (Pa1-e 19) 

As mentioned in tie rcportltislates to the early implemcrination stage of the project 
only and wa,,c,.,ecte.I'oib,,ue,, tly as indicatdcd in the audit report. 

9. 1 	 . 'Tit Jrtfn1 hQ 
The Company prepae, cash forecasts on the Lsis of work plans and budgets
preparcti hv cnee., '[hc forcastrite future ca,,h requirements is by riturc 
difficiult and Is ., , .L:,,v:
 

5o tI hrre 

for c\pcild tric ver I "S25,l )(.
 

(i) 	 "ihc delx t',.k, o ir ,lthr, \t'erience in obtaining USAIl) approval 

(ii) ,111 rction (d n tro:at e to unflreseen circumstances. 
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The Managing Director 
Agro 21 Corporation Limited February 10, 1988 

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 
an),given pcriods arc detcrmined to be optimal. 

Yours faithfully, 

JJ :vm
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REPORT ITSITR I BJuTi ON 

Director. 

AA/IAC 
I.AC!/CAII'/.J 

A,X.M 

IAC(:o1 

LACiIIA 

11SAID/Jamica 

{;C 

No. of (Copies 

5 

2 
I 

2 
1 

1 

1 

LAC(/'P[As 
AA,'PIC 

V~\ 'XA 
1 

NI/P1:I 'ASI} 3 

PI'C,!('I}I F 3 

AI C;/, 

IC;/'P 
l 

2 

Ic; / IT/6! 1 

ICRI; I I 

r)t h.',r n l(;,As 


