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August 29. 1996 

Memorandum 

TO: 

FROM: 

Director, USAID/Tanzania,,Mark G. r.entl:rJing 
(?Jt{1 cl t\\ -gh t'X J) 

Acting RIG/A/Nairobi, Shefdon Schwartz / 

SUBJECT: Agency-contracted Audit of the Agricultural Transport 
Assistance Program Non-Project Assistance Component 
Project No. 621-0166 

Attached are three copies of an Agency-contracted Audit of the Agricultural 
Transport Assistance Program Non-Project Assistance (ATAP-NPA) Component, 
performed by the accounting firm of Deloitte & Touche. Nairobi. 

The Agricultural Transport Assistance Program was established in 1988. pursuant 
to an agreement with the United States Government and the Government of 
Tanzania to provide support for alleviating constraints in the agricultural transport 
sector. The program involves cash disbursements into two separate. non
commingled special U. S. dollar accounts. These funds are used to pay suppliers 
of eligible commodities. Unused funds in the special dollar accounts should earn 
interest which is credited to the respective accounts. 

The grant agreement for ATAP-NPA was signed on August 31. 1988. The 
grant's completion date is December 31. 1997. The grant provides ahout S-+6.0 
million to he used to import road constmction equipment. spares and other items. 
As of Febmary 29. 1996. about S39.7 million had heen dishursed hy USAID. 
Funds dishursed had earned interest of about S 1.5 million which is included in the 

. Fund Accountability Statement as income. 

Although the Ministry of Finance has the overall responsibility over ATAP-NPA. 
the Co-operative and Rural Development Bank and the Standard Chartered Bank 
Tanzania Limited are responsible for the management of the two U.S. dollar 
special accounts. 

The ohjectives of the audit were to: 

• audit the Fund Accountahility Statement and express an opllllon as to 
whether the Statement presents fairly. in all material respects and in 
confonnity with the hasis of accounting descrihed in the report. the use of 
funds in accordance with the grant agreement: 

P.O. Box 30261, NAIROBI, KENYA. PHONE: (254)·2·211436. FAX: (254).2.213551 .... 
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• consider the auditee's internal control structure in order to determine the auditing 
procedures for the purposes of expressing an opinion on the Fund Accountability 
Statement and to report on significant internal control deficiencies and material 
weaknesses; and 

• test the auditee's compliance with the terms of the grant agreement as part of obtaining 
reasonable assurance about whether the Fund Accountability Statement is free of material 
misstatement, and report on any identified material instances of noncompliance; 

The audit covered obligations of about $46.0 million, cash transfers of about $41.1 million 
(including interest income of about $1.5 million), and disbursements of $37.8 million for the 
period August 31, 1988, to February 29, 1996. 

The auditors issued a qualified opinion on the Fund Accountability Statement. Their report 
identified questioned ineligible costs of $273,884 and unsupported costs of $479,351. The 
ineligible amount included payments against letters of credit which did not relate to the ATAP
NPA project of $131,080 and another $142,804 in bank charges. 

The auditors identified no material internal control weaknesses. In regard to compliance, the 
audit report stated that the grantee did not maintain books of accounts in accordance with 
generally accepted accounting principles and practices formally prescribed by the International 
Accounting Standards Committee or a comparable body acceptable to USAID. Instead most of 
the accounting work was being done by USAID/Tanzania. In addition, the audit report stated 
that disbursements were made from the AT AP-NP AU. S. dollar special account for activities 
which were not related to grant activities. This resulted in questioned costs of $131,080 
mentioned above. Other noncompliance issues relate to bank charges included as questioned 
costs of $142,804 mentioned above. 

Based on our review, we are including the following recommendations in the Office of the 
Inspector General's audit recommendation follow-up system. 

Recommendation No.1: We recommend that USAlD/Tanzania determine the 
allowability and recover, as appropriate, questioned ineligible costs of $273,884 from 
the Co-operative and Rural Development Bank. 

Recommendation No.2: We recommend that USAlD/Tanzania determine the 
allowability and recover, as appropriate, questioned unsupported costs of $479,351 
from the Co-operative and Rural Development Bank. 
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Recommendation No.3: We recommend that, USAID/Tanzania obtain a plan from 
the grantee for improving compliance with the provisions of the grant agreement by 
ensuring that: 

3.1 

3.2 

the grantee maintains books and records as required by the grant agreement; 
and 

disbursements are only made for authorized activities and that charges made 
are allowable under the grant agreement. 

We consider the recommendations to be unresolved. Recommendations 1 and 2 may be resolved 
when the Mission makes a final determination concerning the a1lowability of the questioned 
amounts. The recommendations may be closed when the Mission takes action appropriate to the 
determinations. Recommendation No.3 may be resolved when the Mission requests for a plan 
of action from the grantee for complying with the grant provisions. The recommendation may 
be closed when the plan is in place. Please advice me within 30 days of actions planned or 
taken to resolve and close the audit recommendations. 

Thank you for the cooperation extended to Deloitte & Touche auditors and the Regional 
Inspector General for Audit representatives during the audit. 

Attachment: al s. 

3 
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I:\TRODUCTION 

Uackground 

The Agricultural Transpl)rt Assistance Program (A TAP) \~JS established in 1<)88. pur-;\I;lI1t to a 
Grant Agrecment bet\\ een the United States of Amt!rica and the GIn emment of Tanzania. to prO\ ide 
support for tht! Government of Tanzania's efforts to alk\ iate constraints in thc Jgricultural transpl'rt 
sector. The program in\l)h es cash disbursements into t\\,) 'cparate. non-coml11 ingled special L·S. 

Dollar accounts. The funds in the special U.S. Dollar accounts .m~ used to pa: suppliers of eligible 
importt!d commodities. l'nused funds in the special L'S Dollar Jccounts should earn interest \\ hich 
is credited to the respective accounts. These two U.S. Dollar accounts are the subject of our Judi!. 

The grant agreement for the Agricultural Transport :\ssislJnce ProgrJm (ATAP) was signed on 
August 31. 1988 and has been amended nine (9) times. The mo~t rect'nt amendment to tht' program 
grant agreement was signed on September 22. 1995. The :\ T.-\P grant provides USD 45.962.97-1 to 

be used to import rOJd cl)nstrllction equipment. spJres and other eligible items which arc t'\cludt'd 
from tht! World Bank's Spt'ciJI Program for Africa (SPA) neg.Hi\ e list. As at Februilry 29. 19q6 
USD 39.650.000 had been disbursed. The program JSSistJlll:e (lll11pletion date is December: I. 
1997. 

Although tile Ministry of Finance hJS overall responsibilir: for tht' Agricultural Transport .-\ssistance 
Program. the Co-operati\ e and Rural Dt!velopment BJnk \ CRDB) and the Standard Chanered Bank 
Tanzania Limited (SCBT) are responsible for the management of the two U.S. Dollar special 
accounts. 

Audit Objectives 

Deloine & Touche. Nairobi \\ as conrracted to carry out the Judit Qf the llSAID funded Agricultural 
Transport Assistance Program - l\!on Project Assistance Component \.-\ T AP-NPA) Project 621-0166. 

A financial audit \\ as performed in accordance \\ ith Generall~ Accepted Auditing Standards and the 
U.S. Comptroller General's GO\ ernrnent Auditing Standards ( 1994 Re\ is ion) and included such tests 
of the accounting records a~ deemed necessary under the: circumstances. The specific objecti\ es \\ ere 
to: 

• 

• 

• 

• 

bpress an opinion as to whether the Fund Accountabilir: Statement fairly presents. in all 
material respects and in confomlity \\ith the basis Qf accounting described in the repons. the 
use of funds in accordance with the grant agreement. 

Evaluate the auditees' internal control structures. assess cl)l1tTOI risk and identif~ reportable 
conditions. including material internal control weaknesses. 

Evaluate the 3uditees' compliance with the provisions of the grant agret!ment and applicable 
laws and regulations and report on any identified material instances of non compliance. 

Deternline if the auditees have taken adequate corrective action on prior audit and 
assessment recommendations. 
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Audit Scope 

TIIC audit scope rcquircd. to cnsure that the audit obj.::ctil·cs 1\ cre met. was to : 

To audit the Fund Accountability Statcment in rcspect of the two U.S. Dolbr ~pccial aC,l1tmts 
for the period Au.gust ) L 199~ to February 29. \l}<)(j and express an opinion thereon in 
accordance with SAS 62. 

Rcyiew and evalu3te the auditees' intcnJ31 control structure 3nd the c3pabilit~· to properl~ 
identify and account for expenditures in 3ccord311ce with SAS 55. 

Reyiew. 3ssess 3nd report 011 tllC ;mditees' compliance with the tenns 3nd conditions of lllc 1!rant 
agreement and applic3ble la\\ s ;llld rq,'l.llations in accordance with SAS 68 -

Reyiew the gram agreement. any 3Jl1endments thereof. pertinent laws and rcgulmions and other 
releyant docllments like Project Implementation Letters (PIL's) \\hich. if not obscf\ed. could 
h3\·c 3 1l13teri31 effect on tllC Fund Accountability Statement. 

Reyiew ule project structure. preyious 31Idit and assessment reports that pertain to A TAP·'.;PA 
and report on the st3tuS of prior recommendations. 

Perfonn 3udit steps :llld procedures to provide rC3sonable assurance of detecting errors. 
irregularities and illcg31 acts that could han a direct or indirect effect on 
Ute Fund Accountability Statement. 

Examine Bank Statements for the Li.S. Dollar speciJI accounts to detcnnine that they arc 
reconciled on a timely basis and that transactions :lfe JPpropriate. 

Detemline whetller US. Dollar funds were correctly deposited in the L.S. Dollar special 
accounts. 

Detennine ,,!leulcr the correct Jmotlnt of interest \\as (!;]n1ed and credited to the U.S. Dollar 
special accounts. 

Detennine \\hether willldrawals from the U.S. Dollar special accollnts were correctly made and 
that e:-.:penditures were in accord:l1lce \\ith the grant agreement and instructions from USAIDIT. 

Dctemline. as a compliance item. ulat host coun10 contributions h:lye been made :lnd Ul.1t 
required quarterly rcports hale been filed with Ule mission. 

Examine job descriptions and qualifications of all f1nancial man:lgement personnel hired by Ule 
1vlinistry of Finance to manage and ;]CCOlll1t for L'SAID funds. to determine the :lppropriateness 
of U1C job descriptions and ability of hired persOlUlcl to perfonn ule described functions 

Obtain specific mitten manJgement representations in accordance \\ illl SAS 19. 
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1.3.1 ~ 

1.3.14.1 

1.3.1~.2 

1.3.1~.J 

Scope limitations. 

COlllinuing professional education rcquirements. 

Wc wish to disclosc Ih;1I Ocloittc & Touchc in Ken~a has not mct continuing professionJI 
cducation rcquiremcnts of U.S Govcrnmcnt Auditing Standards by virtuc of bcing in pr:h:ti.:c 
outside thc United States. Howc,·cr. wc ha,·c attended courses organiscd by USAIO in Ken~ a. 
Institute of Certified Public Accountants of Kenya and illtcnulh organised courses. 

Wc also wish to disclosc that Octoittc & Touche in Kcn~a has lIot conductcd an c . ..;tcmal quality 
control revicw by an unaffiliatcd audit fim~ since this is not pra.:tised by Kenyan fimls prcsent[~ 
HOWC'·Cf. wc haYl~ h:Jd quality control rc,·iews done b~ panncrs from Ocloitlc &. Touche finns -
in other countries. As pan of Oeloitte Touche Tohnwtsu [ntenutional. wc arc subjcct to qU:Jlit~ 
control re,·iews by othcr member fions at Icast cvcry three ye::lrS. 

The Ministry of Finance has not hired any financial lll:Jn.1gcmcnt personnel to manage and 
account for USAlD funds and thercfore thc requiremcnt Ulat \\ e c\:aminc the job descriptions 
;1I1d qualifications of such personnel is not applicable. TIle m.1n;lgement of thcse funds has been 
done by USAlDrr. 
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Audit l\1cthodnlng,,'· 

The audit methodology principally comprised: 

a) Audit of the Fund Accountability Statement: 

b) 

c) 

• 

• 

• 

• 

• 

• 

Reconciled the total grants income on tJle Fund Accountability Statelllent to ;\ 
confinuation from USAIDfT. 

Obtained det3ited schedules showing computations of interest earned and credited 
to the \\\0 U.S Dollar special accounts from Citibank. ~ew York and Standard 
Chartered Bank. London and checked tJlem for correctness. 

For payments :lgainst Lie's. reimbursements to BOT and Direct pa~ments to 
suppliers. selected a s:lmple coYering at lc;lst ,(l0/o and agreed selected :lmounts to 
support document:ltion and ensured payments arc in accord:lllce \\·ith the grant 
agreement. 

For all payments tested. ensured the required local currency deposits had been 
1Il3de into tJle special local currency accounts and tJlat the correct e\:change rate 
h.ld been used. 

Reconciled tJle fllnd balance to the respccti\e bank statements. 

Identified any questioned costs ilIld analysed them eitJler as ineligible or 
unsupported. 

E\ aluatioll of the ;ldequacy and effectiyeness of the internal control stnlcturc. 

The internal control stmcture is defined in the AICPA Codification of Statements on 
Auditing Standards section AU 319.06-08 as being" Policies and procedures established to 
pro\ide re:lsonable assurance tJlat specific entit~· objecti\Cs will be achie\ed .... and consists 
of the following tJlfee elements: tJle control em·ironment. the :lccounting system :lnd 
control procedures." 

• We perfomled :l limited re\ie\\" of the internal control structure as it relates to 
AT . .l.P-NPA of the follO\\ing parties imolYCd in the implementation of the 
program: BOT. CRDB. SCBT and USAIDff in accordance "ith SAS 55. 

• Documcnted findings. obscn·ations and rccommcndations. 

Reyie\\ ed for compliance \\ ilh agrecment tenns and pertinent laws and regulations. 

• 

• 

• 

Identified agreement temlS and pertinent laws and rei,.'Ulations and dctemlined 
tJlOse which if not obsen·ed could h:lye a direct and materi:ll effect on the Fund 
A~;:ountability Statement. Asscssed tJ1C risk of material non-compliance 
occurring. including consideration of tJ1C intern:ll controls in place to ensure 
compliance \\itJl the temlS of the agreement. la\\ s and regulations. 

Ensured tJle funds \\ ere c\:pensed in accordance with agreement tenllS. :lpplic3ble 
laws and regulations Questioned funds e\:pcllsed for purposes not autJlOrised or 
not in accord:Ulce \\ ith agrcement tenllS. 

Documented findings. obsen-ations and recommendations. 

6 



I 
d) 

I 
I 
I 
I 
I 
I 
I 
I e) 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Steps to provide reasonable assurance 10r dctccting material errors. irrL';:lIlJrities and i1kgal 
acts in accordance with SAS 53 and 54 rcspecti\el;.. 

• Errors are un-intentional misstatcments or omissions of amounts llr discklsures in 
financial statements I'hile im~gularities are intentional misstat<:l11~nts or l'missions 
of amounts or disclosures which may imolve falsification. manipulation or 
alteration of accounting records or supporting documents and or 
misrepresentations and omissions ofsigniticant infonllation. Ilkgal acts are 
violations of govemment regulations. 

These II ere addressed by : 

• 

• 

• 

• 

Considering any weakness as may be apparent in the intemal control structure. our 
assessment of the auditees' anitude and our exercise of professional judgement 
regarding perceived audit risks. 

Focusing on specilic areas lIe considered to be risky e.g. bank account controls 
and local currency generations. 

Being ait:rt to identify and bring to light at the earliest stage an) act or actions 
Ilhich appear to be violations of gOI elllrnent la\ls and regulations. provisions of 
the agreement and other relevant directives. 

Obtaining leners of representation in accordance with SAS 19 from the re!elant 
parties. 

Rev iell ed the status of actions taken on linJlI1gs and recommendations reponed in prior 
audits and assessments that penain to A TA.P-:\PA.. Documented and reponed material 
unresoll ed findings and recommendations. 
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RC)iult.~ of thc aucJit 

Commcnts rcganling audit oh.iccth·es 

(i) 

(ii) 

(iii) 

(iv) 

Dctermine the propriety and validity of the Fund Accountahility Statement 

We concluded t11:"11. except for the questioned costs amoulHing to USD 75:-.2:-5 ( ineligible 
costs of L:SD 2 73 .88~ and unsupported costs of USD 479.:>51 1. the Fund Acc(lunt.1bilit~ 
Statemcnt for the period AU!,'l.ISI 31. 1988 to Febmary 29. 19% is fairly presentcd. 

Identif~·. c\'aluate and report on the auditees' internal control structures. 

We redewed the intemal control structures of t11c organisJtions handling AT AP funds and 
concluded. based on our rc\·iew. that their internal control structures were adequate. 

Reach an opinion as to whether 01' not the auditees complied. in all material resJlects. 
with agreement terms and applicahle laws and re,,"'lliations. 

We concluded th:Jt there was no material instance of non-compliance. 

Determ illl' that the auditees have taken adcquate corrective action on prior audit and 
assessment recommendations. 

We concluded that. whilst most recomlllendations had been acted on. a few issues noted 
tllen need to be addressed. These are included in our statement of general comments. 

Comments regarding counterpal1 contrihutions 

The AT AP USD component did !lot haye a host country counterpart contribution clement. Howe\er 
equh'alent local currency deposits were made by the yanOUS importers. 

Comments reganling o\'erall project implementation and accomplishments. 

The objectiYes of the project ha\·c. in all matcnal respects. becn achie\ed. A report on the project 
eYalualion carricd out by USAlD dated August I Y. 1l}93 indicated tllJt dcspite dclays iniliall~' due to 
the change in the disbursement mechanism from a modified commodity import program to a 
modified cash transfer. excellent progress has been made on : 

• 
• 
• 
• 

Foreign cUlTency ayailability for tlle transport sector related imports. 
The fornwtion of a Roads Fund. 
Increased inyoh'cment of the pri\'ate sector in road constnJction and maintenance. 
TIle cOIl1petitinness of priyatc sector bidders for nJral roads construction and 
maintenance. 

Comments on the audit 

An entrance conference lIas cOllyened and attended by represelltatiYes of LISAIDrr. CRDB. SeBT. 
BOT and the auditors. TIle purpose of this conference \Ias to familiarise oursclyes with the 
requirements and procedures of the audit. 

l;pon completion of tlle dr:1ft audit report. an exit conference was conyellcd to discuss mallers :1nsing 
from the audit. Comments by BOT. CRDB. SCBT and USAlDrr JfC included in the relel'ant 
sections. 

8 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Deloitte& 
Touche 

PART::! 

2.1.0 

Certified Public Accountants 
(Kenya) 

REPORT OF INDEPENDE:\T AUDITORS 

AGRICULTURAL TRA:'IiSPORT ASSIST A;\CE PROGRAM 
NON - PROJECT ASSISTA:\CE (No.62I-OI66) 
AUGUST 3], ]988 TO FEBRUARY 29, ]996 

REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

INDEPENDENT AUDITOR'S OPINION 

"Kirungii", Ring Road, 
Westlands 
P.O. Box 40092 
Nairobi, Kenya 
Telephone: 254-2-441344/05-12 
Facsimile: 254-2-448966 
Telex: 22966 
DJo.p,Plng"zpne_B_o2< .N9" .92_ 

We have audited the Fund Accountabilit) StJtement of the USAID AgriculturJI TrJnsport 
AssiSlJnce Program (Non-Prl'ject Assistance component) No.621-0 166 for the period August 3 I. 
1988 to February 29, 1996. nle Fund AccoulltJbility StJtement is the responsibility of the MinisIT) 
of Finance and USAIDIT. Our responsibility is 10 express an opinion on the statement based on our 
audit. 

Except for not having a full~ satisfactory continuing education program and not conducting :10 

external quality control re\ ie\\ by an un-affiliated audit tllm. we conducted our audit in accordance 
with generally accepted auditing standards and in JccordJnce with GO\ emment Auditing Standards 
(1994 Revision) issued by the comptroller general of the United States. Those standards require that 
\\ e plan and perfoml the audit to obtain reasollJble Jssurance as to whether the Fund Accountabilil) 
Statement is free of material misst.llement. An audit Jlso includes examining. on a test basis. 
evidence supporting the amounts and disclosures in the Fund ,-\ccountability Statement. An audit 
also includes assessing the accounting principles llsed and signiticant estimates made b~ 

management. as well as e\aluating the overall fin:lIlcial statement presentation. We believe that our 
audit provides a reasonable basis for our opinion. 

As discussed in Note 1 to the Fund Accountability Statement. this statement was prepared on the 
basis of cash receipts and disbursements in line \\ ith USAID Financial .-\ccollnting System. This IS a 
comprehensive basis of accounting other than generally accepted principles. 

The results of our audit include questioned costs of USD 753.235 ( ineligible costs of USD 273.884 
and unsupported costs of USD 479,351 ) 

In our opinion, except for the questioned costs mentioned above. the Fund .-\ccolliltabilil)' Statement 
referred to above presents fairl~. in all material respects. the project income and disbursements Illade 
for the period August 31. I Q8S to February 29. 1996 in cOllformil) \\ ith the basis of accounting 
described above. 
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This report is intended solely for the use of the Ministry of Finance and USAIDiT and should not be 

used for any other purpose. This restriction is not intended to limit the distribution of this report 

which. upon acceptance by the AID office of the Inspector General. is a matter of public record. 

Certified Public Accountants (Kenya) 

Nairobi 

21 June 1996 
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I. 

2. 

3. 

4. 

i\'OTES TO THE FUND ACCOL'~T ABILITY STATEMENT 

Basis of Accounting 

The Fund Accountability Statement is prepared on a cash basis. As noted in Notes ~ and 3 below. Income 
and Disbursements are recorded when cash is physically received or expended. 

Income 

Income represents amounts receiyd LInder the Grant Agreement from L'SAID and interest earned on 
the two U.S. Dollar Special accounts during the period from August 31. 1988 to February 29. 1996. 

Disbursements 

Disbursements represent amounts ~\pended as follows: 

(il 
(i i) 

(i ii) 
(i\ ) 

PaJ ments against Letters of Credit for purchase of eligible items as per the grant agreement. 
Cash transfers to Bank of Tanzania in respect of foreign exchange auction reimbursements. 
Direct payments to suppliers. 
Bank charges debited to th~ U.S. Dollar Special accounts by the respective banks. 

Fund Balance 

Fund balance represents the unexpended cash balances in the two U.S. Dollar Special accounts. 

11 
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2.2.0 

AGRIClILTIiRAL TRANSI'ORT .\SSISTANCE I'IW(;I{A!\I 
NON-I'IW.JECT ASSISTANCE .'0. 621-01(,(, 

HINI) A(,COt INTAntLiTY STATEMENT 

- -
FOR TilE l'Eluon AIIGIIST JI, 191111 TO FEHlWAny 29,1996 

INCOME 

{ISAII> GRANTS 
Tranche N(). I 
Tranche Nu. 2 
Tranche No.3 
Tranche No.4 

Tranche No.5 
Tranche No.6 
Tranche No.7 

Tranche No.8 

Tranche No. <) 

Interest Earned 

TOTAL INCOI\IE 

D1SIllIRSEM ENTS 

Lcllcrs or Cn:dit 
Translt:fs to Bank ofTall/ania 

Direct payments to suppliers 
Bank charges 

TOTAL ()ISIJlIRSEMENTS 

FliND BALANCE 

~ 

A!\\OlINT 

OBLIGATE/) 

lIsn 

),210.000 

5,200,000 

5,000,000 

12,51.)0,000 

8,650,000 

3,000,000 

1,000,000 

2,000,000 

3,312,974 

-t~'l(,2.9H 

- -

('ASII 

TRANSFERS 
ClTIHANK A/C 

liS I> 

'i,lIO.OOO 

S,200,OOO 

5,000,000 

12,590,000 

X24.'11'J 

~llJiUdJ-,! 

I X,21)X.Il'J2 

'),451,461 

142,804 

17,1l1J2,ill 

2JM!.fll 

12 
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CASII TOTAL INELIGIBLE llNSllPPORTEI> I{EF 
THANSFEHS CASII COSTS COSTS 

SCI~ Ale TRANSFERS 
{lSI) lISI) llSI) lIsn 

5.210,000 

5,200,000 

5,000,000 

12,590,000 
8,650,000 8,650,000 
3,000,000 3,000,000 

655,17X 1,47(),7(J7 

lUJl.~ llJ29,797 

156,75X IX..Is.I,X50 131,OXo ·17'1,.151 2.\ I 
(),1>('.\,275 I (), I 14,7:\(, 

110,492 110,<192 
6,800 149,604 142,804 ~ .~ ~ 

2,'.)J7.J25 gill 9 Jil!1 27J,1I8-t 472m 

~,Jf!H,tl~ ,I,J!!!.U)j 
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Findings, ObserYations and Recommendations 

Pa}"ments against Letters of Credit 

Out of the total pa~ ments against Letters of credit amounting to USD 18A5~.850. USD 17.844A 19 
was recommended for acceptance while USD 610.431. being payments from the Citibank. New York 
account was questioned (ineligible costs - USD 131.080 and unsupported - USD 479.351). 

Two payments :unounting to USD 131.080 were made from the A TAP-NPA Special U.S. Dollar 
account with CitibJnk. New York which did not relate to the ATAP-NPA Project. Details are as 
follows: 

Amount 
USD 

60.230 
70.850 

UC Ref. 

TAN6USAID I 91 
LCUSAID 291 

In addition. a pa:ment in respect of LiC No. 14LCUSAID 20/92 amounting to USD 479.351 was 
considered unsupported primarily because the file with the supporting documentation could not be 
located. 

Recommendation :\0. I 

USAIDT should dctennine the allowabilir: and reco\er. as appropriate. the questioned costs of 
USD 6 lOA31 (ineligible costs - USD 131.080 and unsupported - USD 479.351) from CRDB. 

CRDB Comments 

CRDB accepts that the total amount of USD 131.080 which pertains to Letters of Credit Nos 0 J'91 
and 02191 for liSD 60.230 and 70.850 respectively appear to have been erroneously charged to the 
A TAP special dollar account No 36075952 with Citibank 'Jew York. CRDB will immediately bring 
this error to the attention of the Citibank New York for correction. Once the correcting entry is made 
into the accounts. the auditors and USAIDrr will be notified accordingly. Supporting documents for 
the Letter of Credit );0 20,'92 for USD 479.351 will be provided and be available to the auditors 
before the final rep0rt is issued. 

Auditor's response 

Accepted. 
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2.3.2 

USAlDrr Comments 

The unsupported costs of USD 479,351 relate to Letter of Credit (L C) No 20,92. Unfort1Jnately. 
during this audit. this tile has been misplaced. However, the mission believes that this amount 
represents eligible costs. based on the following history of this LT. 

This LIC was established by Messrs Tanganyika ;>,lotors Co Ltd on January 1. 1992 and cash cover 
equivalent to USD 423.826.58 was paid into the special local currenc: account maintained at CROB. 
The beneficiary of this LiC presented shipping documents to the CROB and the amount of USD 
479,351 was paid from the AT AP dollar account maintained with Citibank, New York. 

Peat Marwick did a reconciliation in 1993 and identified USD 55.524.-12 as the difference between 
the amount of USO r9.351 paid to the beneficiary and the equivalent Cash cover collt-cted from the 
importer of USO -123.826.58. We (via the [\linistry of Finance) requested CROB to collect this 
ditference from the impol1er. CROB debited the importer and credited the A TAP local currenc;. 
account respectivel: . 

Therefore, based on the above mentioned transactions and previous reconciliation. the miSSIon 
considers these costs supported. We have talked with the BOT, which \\ ill provide photocopies of 
the LT, import licence and final invoice. Once received, we will request closure of this 
recommendation. 

Bank charges 

Out of the total bank charges claimed amounting to USD 1..19.604. USO 6.800 was recommended for 
acceptance and the other LSD 142.804 questioned as ineligible. 

These relate to various comtn iss ions charged b: Citibank. New York in respect of several Letters of 
credit. The grant agreement did not provide for such charges: instead CRDB should have recovered 
these amounts from the various importers. 

Recommendation :'010. :2 

USAlDiT should detennine the allowability and recover. as appropriate. the ineligible cost of USD 
142.804 from CRDB. 

CRDB Comments 

CROB has detenn ined that the bank charges claimed amounting to LSD 141.804 should not have 
been charged to the :HAP account by the Citibank. :-.lew York. Therefore CRDB will bring this 
wrong charges to Citibank New York for appropriate action. The beneficiaries of the Letter of Credit 
established should meet all the charges claimed by the bank. Results will be communicated to the 
auditors and USAID T accordingly. 

USAlDrr Comments 

None 

Auditor's comment 

Accepted. 
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Deloitte& 
Touche 

PART 3 

3.1.0 

Deloitte Touche 
Tohmatsu 
International 

Certified Public Accountants 
(Kenya) 

"Kirungii", Ring Road, 
Westlands 
PO. Box 40092 
Nairobi, Kenya 
Telephone: 254-2-441344/05-12 
Facsimile: 254-2-448966 
Telex: 22966 
Dropping Zone Box No. 92 

INDEPENDENT AUDITOR'S REPORT ON I:"<TERNAL CO~TROL 

AGRICULTURAL TRANSPORT ASSISTANCE PROGRAi\1 
NO~ - PROJECT ASSISTANCE (No.621-0166) 
Al!GUST 31,1988 TO FEBRUARY 29, 1996 

I~DEPENDENT AUDITOR'S REPORT 

\\ ~ hale audited the USAlD Agricultural Transport As,i,t:tncc Program. ~on-Projcct Assi,tar..:e 
component) :--Jo.621-0166 for the period August> I. 1988 to February 29. 1996 and have issued ot.:~ 

rerort thereon dated 21 June 1996. 

bcept for not ha\ ing a fully satisfactory continuing education program and not cunducting J:l 
e\ternal quality control review by an un-affiliated audit firnl. lIe conducted our audit in accordance 
with generally accepted auditing standards and in accordance II ith GOlernment Auditing StandJrcs 
(199~ ReI ision) issued by the comptroller general of the United States. Those st3ndards require tl,2: 
II e pl3n 3nd perform the audit to obtain reasonable assurance as [0 \\ hether the Fund Accoul1t:lbilit; 
Statement is free of material misstatement. 

In planning and perfornling our audit of the CSAID funded Agricultural Transport Assistance 
Program (Non - Project Assistance component). II e considered the intemal control structure in ord<,~ 
to detemline our auditing. procedures for the purpose of fornling an opinion on the Fund 
:\ccountabilit;. St2temcnt and not to provide as,urance on the lnt~mal Control Structure. 

The Ministry of Finance and USA IOiT are responsible for establishing and maintaining the internal 
control structure. In fulfilling this responsibilit;.'. estimates and judgt:ments by management are 
rt'quired to assess the expected benefits and related costs of internal control structure, policies and 
proct:dures. The objectives of an internal control structure are to provide management \Iith 
reasonable. but not absolute. assura;1Ce that assets are safeguarded against loss from unauthorised use 
or disposition and that transaction, are executed in accordance \1 ith management's authori,ation and 
recorded properl) to permit the preparation of financial statements in accordance with generall: 
accepted accounting principlt:s. Because of inherent limitations in any intemal control structure. 
errors or irregularities may nevertheless occur and not be detected. Also. projection of any evalu:nion 
of the system to future periods is subject to the risk that procedures may become inadequate becau,e 
of changes ill conditions or that the degree of compliance 1\ ith the procedures may deteriorate. 

For the pUI-pose of this report. we hale identified the significant internal control structure elell1t'nts in 
the follo\\ ing Income and Disbursement categories' 

• 

• 

s: stel11 of receipt of grants from LS.-\ID to the L S. Dollar special accounts . 

Gencrdtiol1 of interc:st income b: L~js in th~ L.S DollJr specIJI aCCL'unts . 
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• 

• 

• 

Allocation and disbursement system of project funds under the terms of the 
agreement. 

Bank account controls. 

Overall monitoring, control and co-ordination of the project. 

For all the control categories listed above. we obtained an understanding of the design of relevant 
policies and procedures and whether they have beo::n placed in operation: we assessed control risk. 

The purpo<e of our evaluation was to detennine tho:: nature. timing and e:-.tent of JUditing procedures 
no::cessary for forming an opinion on the Fund .-\ccountability Statement. Our study Jnd evaluation 
\\as more limited than would be necessary to e\press an opinion 011 the rele\ ant internal control 
,tmctures taken as a whole. 

Our consideration and evaluation of the internal control structure would not nec",~sarily disclose all 
material weaknesses in the system. 

The following reportable conditions were observed: 

• Lack of bank account reconciliations. 

• Lack of independent check of the accurJC~ of interest earned as shown on (he 
bank statements. 

Reportable conditions involve matters coming to our attention relating to significant deficiencies in 
the design Of operation of the internal control structure that. in our judgement. could adversely affect 
the auditees' ability to record. process. summarise and report financial data consistent with the 
assertions of the auditees in the Fund Accountability statement. 

A material weakness is a reportable condition in which the design or operation of the specific 
internal control structure elements does not reduce. to a relatively low level the risk that errors or 
irregularities in amounts that would be material in relation to the Fund Accountability Statement 
being audited may occur and not be detected within a timely period. by emplo;ees in the normal 
course of performing their assigned functions. 

Although our consideration and evaluation of the categories identified above disclosed no conditions 
that we believe to be material weaknesses. we ha\e noted some minor issues in the internal control 
structure which should be addressed. Our findings. observations and recommendations are presented 
in part 3.2.0 of this report. 

This report is intended solely for the use of the \linistry of Finance and USAID T and should not be 
llSed for any other purpose. This restriction is not intended to limit rhe distribution of this report 
which. upon acceptance by the AID office of the Inspector General. is a matter of public record. 

Cenified Public Accountants (Kenya) 

?\airobi 

21 June 1996 
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Findings. Observations and Recommendat.ions 

Bank account reconciliations 

Both CRDB and SCBT. who are tht: account holders ofth~j\\l9;ATAP speciaILJ.S. Dollar accounts 
in Citibank. New York and Standard Chartert:d Bank. Lori.don .respt:cti\t~ly. do not pt:rforrn regular 
rt:conciliations betwt:en tht:ir internal rt:cords (NOSTROac.cbuilts) \\ ith the bank statements. For the 
Citibank account, this hJS lead to int:ligible b~})k commi~.~·(ont~mounting to LSD 142.804 which 
ha\t: been questioned in pal1 2.2.0 of this rt:port: 

Recommendation No.3 

Wt: recommend that both CRDB and SCBT perfQI1]l regulw/eg;J.lJciliJt;c'ns bel\\et:n their NOSTRO 
accounts with respecti\ e correspondt:nt banks a.nd }l~~ .~.~n~ :,~l~temt:nts regularl~ and preferably 
nWllthl). All recollciling itt:llls should be follow{d up promptly. 

eROB Comments 

CRDB acct:pts tht: abo\ t: rt:commt:nd:ltioll and will efft:ctively.and immediatt:ly start doing tht: 
reconciliations as recommended. 

SCBT Comments 

We will implement LSAlD proposal. 

LSAiD'T Comments 

!\one 

Auditor's response 

COlllmt:n!s by eRDB and SCBT acceptt:d. 
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Interest income 

Although detailed monthly interest activity reports are received from Citibank. New York. there is no 
evidence that these are checked for correctness at eRDB. 

Similarly. the bank statemt!nts recei.cd from Standard Chartered Bank. London show the amounts of 
interest credited but no independent checks of these amounts are carried out at SCBT. 

Recommendation No . .t 

We recommend that both CRDB and SCBT should check the correctness of the interest credited tl' 

the Citibank. New York and Standard Chartered Bank. London accollnts respectively. 

CROB Comments 

CROB accepts the above recommendation and will check the correctness of the interest credited to 
the Citibank, New York accordingly. 

SCBT Comments 

We will endeavour to provide bank statements and interest activity reports on a monthly basis. 

USAlDff comments 

None 

Auditor's response 

Accepted. 
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Deloitte& 
Touche 

Certified Public Accountants 
(Kenya) 

"Kirungii", Ring Road, 
Westlands 
P.O. Box 40092 
Nairobi, Kenya 
Telephone: 254-2-441344/05-12 
Facsimile: 254-2-448966 
Telex: 22966 

PARTot INDEPENDENT AUDITOR'S REPORT ON COI\IPLlANCE 
Dropping Zone Box No. 92 

4.1.0 

AGRICULTURAL TRANSPORT ASSISTANCE PROGRAM 
NON - PROJECT ASSISTANCE (No.621-0166) 
AUGUST 31,1988 TO FEBRUARY 29,1996 

INDEPENDENT AUDITOR'S REPORT 

We have audited the fund Accountability Statement of the USAID Agricultural Transport Assistance 
Program (Non-Project Assistance component) No.621-0 166 for the period August 31. 1988 to 
February 29, 1996 and have issued our rt:port thereon dated 21 June 1996. 

Except for not having a fully satisfactory continuing education program and not conducting an 
external quality control review by an un-affiliated audit finn. we conducted our audit in accordance 
with generally accepted auditing standards and in accordance with Government Auditing Standards 
(1994 Revision) issued by the comptroller general of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance as to \\ hether the fund Accountabilir;. 
Statement is free of material misstatement and, accordingly. included such tests of the accounting 
records and such other auditing procedures as we considered necessary under the circulllstances. 

Compliance with agreement tenns, laws and regulations, contracts. binding policies and procedures is 
the responsibility of the Ministry of finance and US/d~T. As part of our audit \Ie selected and 
tested transactions and records to detemline whether the ~linistry of Finance (through BOT, CRDB 
and SCBT) and USAIDT complied with the agreement temlS. laws. regul3tions. conrracts, binding 
policies and procedures. However, our objective was not to provide an opinion on overall compliance 
with such provisions. 

Material .instances of non-compliance are failures to follow requirements or violations of grant 
agreement terms, 13\\'s and regulations th3t cause us to conclude that the aggregation of misstatements 
resulting from those failur.::s or violations is material to the Fund Accountability Statement. 

The results of our tests of compliance disclosed that neither the Ministry of Finance, CROB or SCBT 
maintain any books of <!ccount in <lccordance with the generally accepted accounting principles and 
practices formally prescribed by the Internatiol1al Accounting Standards committee or 3 comparable 
body acceptable to AID. 
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We considered this material instance of non-compliance in forming our opinion on ""hether the Fund 
Accountability Statement is presented fairly, in all material respects, in accordance with the temlS of 
the grant agreement and in conformity with the basis of accounting described in Note I to the Fund 
Accountability Statement, and this report does not affect our report on the Fund Accountabilit: 
Statement dated 21 June 1996. 

We noted certain immaterial instances of non-compliance that we have reported under part 4.2.0 of 
this r.::port. -

Exc.::pt as described above, the results of our tests indicate that with respect to those items tested, the 
Ministry of Finance (through BOT. CRDB and SCBT) and USAfDiT complied, in all material 
respects, with those provisions of the Grant Agreement and applicable laws and regulations, non
compliance with which could have a material effect on the Fund Accountability Statement. However 
\Ie noted cel1ain issues that we believe warrant the attention and action of BOT, CROB, SCBT and 
USA-miT as described in the audit findings section below. 

Nothing came to our attention that caused us to believe that, for the items not tested, the Ministry of 
Fin:mce (through BOT, CRDB and SCBT) and USAlDfT were not in compliance with laws or 
regulations or provisions of the Grant Agreement, non-compliance with which could have a material 
effect on the Fund Accountability Statement. 

This report is intended solely for the use of The Ministry of Finance and USAIDT and should not be 
used for any other purpose. This restriction is not intended to limit the distribution of this repon 
which, upon acceptance by the AI D office of the Inspector General. is a matter of public record. 

Cenified Public Accountants (Kenya) 

Nairobi 

21 June 1996 
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4.2.0 

4.2.1 

4.2.2 

Findings, Observations and Recommendations 

Reports and records 

The Grant Agreement requires the grantee to maintain or cause to be maintained. in accordance with 
generally accepted accounting principles and practices formally prescribed by the International 
Accounting Standards committee or a comparable body acceptable to AID . such books and records 
and underlying documentation relating to this agreement. 

We noted that neither the Ministry of Finance. CROB or SCBT. maintain any books of account for 
the ATAP Special U.S. Dollar Accounts. Currently. most of the accounting work is being carried out 
by USAIDIT. 

Recommendation No.5 

We recommend that the responsibility of keeping the books of account for the Citibank. New York 
and Standard Chartered Bank. London accounts be vested with CROB and SCBT respectively. 

CRDB Comments 

CRDB accepts the recommendation as outlined above. 

SCBT Comments 

We will keep books of accounts for A TAP account with Standard Chartered Bank. London and 
provide reports on a monthly basis. 

USAIDff Comments 

None 

Auditor's response 

Accepted. although CROB's comments should have been more positive - i.e. showing what action 
they intend to take. 

Fees for record keeping and reporting function 

Project Implementation Letter (PIL) No. ~7 of July 5. 1994 vested the responsibility of record 
keeping and reporting function with respect to the London U.S. Dollar Special account to Standard 
Chartered Bank. London at a monthly fee of USO 400. The Standard Chartered Bank. London 
agreed to submit the following reports to the \-linistry of Finance and USAID T : 

(i) 

(ii) 

Status of Letters of Credit established showing the name of Importer. Dollar value of credit. 
date of and exchange rate used to convert Tanzania Shillings. amount and date of cash 
cover deposited. 

Comprehensive report for the Tanzania Shillings and U.S. Dollar accounts explaining 
all entries made over the accounts as well as copies of statements. 

We noted that of the above. only the bank statements have been availed although the bank continues 
to charge the agreed fees. 
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Recommendation No.6 

USAIDIT should follow up this issue with Standard Chartered Bank Tanzania Limited. 

SCBT Comments 

Agreed subject to USAID recommendation and format. 

USAIDIT Comments 

None 

Auditor's response 

Accepted, however comment from USAID.rr would have been useful. 

U.S. Dollar disbursements relating to NON-A TAP UC's 

The following payments were made from the A TAP-NPA U.S. Dollar Special account with Citibank. 
New York but were not related to the AT AP-NPA Project. This has been questioned on the FAS on 
part 2.2.0 of this report. 

Amount 
USD 

60.230 
70.850 

Recommendation 

UC Ref. 

TAN6USAID 1191 
LCUSAID 2/91 

No.7 

Importer 

Tukuyu Tea Estates 
Ambangulu Estates 

We recommend that in future only disbursements relating to the ATAP-NPA Project should be made 
from the ATAP-NPA funds in the U.S. Dollar Special accounts. 

CRDB Comments 

CRDB agrees with the recommendation outlined above. 

USAIDIT Comments 

None 

Auditor's response 

Comment by CRDB should have indicated action to be taken. 
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Bank Charges 

Although the grant agreement does not provide for any bank charges in respect of the U.S. Dollar 
account with Citibank. New York, the bank has debited this account with commissions amounting to 
USD 142,804. This amount has been questioned on the FAS on part 2.2.0 of this report. 

Recommendation No.8 

Controls should be put in place to ensure only charges provided for in the grant agreement are paid. 

CROB Comments 

CRDB agrees with the recommendation outlined above. 

lJSAIDff Comments 

1\one 

Auditor's response 

CRDB's comment should have indicated positive action taken or to be taken. 
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STATEMENT OF GENERAL CO!\J:\lENTS 

RC\'iew of status of prior audit and assessmcnt recommendations 

There has not becn an audit of thc two U.S. Dollar special accoullts which were the sll~iect of 
our audit. Howc\·cr. KPl'v1G Pcat Marwick. Certificd Public Accountants performcd J 

rcconciliation of thc local currcncy generations of both t.he AT AP-NPA Projcct NO.621-0 166 and 
t.he AEPRP-NP A Project NO.621-0 165 and made five recommendations. four of which touched 
on the AT AP-NPA Project NO.621-0 166. TIlC results of ollr follow-up are as follows. 

Unpaid Cash CO\'cr 

Out of the total underpaid local currenc)' cash CO\'er and accrued interest amounti;lg to Ish 
530,482.702 a substantial amount of Tsh 523 .. B3.505 representing about 98.7% has bcen 
rccovered from CRDB as at February 29, 1996. This lea\'cs a balance of unpaid cash cover 
amounting to Tsh. 7,OH,I97. 

U.S, Dollar tlishurscmcnts relating to Non-AT AP LlC's 

lllC following pa:-'ments were madc from the AT AP-NP A U.S. Dollar special account \vith 
Cilibank, Ncw York but were not related to the AT AP-N'P A Project. 

Amount LlC Rcf. Importel' 
USD 

60,230 TAN6USAID 1/91 Tukuyu Tea Estates 
70.85/) LCUSAID 2/91 Ambangulu Estates 

250 LCUSAlD 39]/91 RJIIi Estates 
175 LCUSAID 755/91 Super Coatings 
205 LCUSAID 759/91 Kas Mcdics 

nUll) 

Since these amounts ha\'e not been reco\'ercd, we haye includcd them in the questioned costs on 
thc FAS. TIle first two amounts totalling to USD l31.080 have becn questioned as per dctails on 
part 2.3.1 of this report. The other three amounts totalling to USD 630 form part of the USD 
142,804 questioned ns pcr details on pJ!1 2.3.2 of this report. 

Outstanding items 

lllere were scyera] unc:-;plailled debits amounting to USD 5,793 for which KPMG Peat Mamick 
requested USAlDlT to obtain e:-;planations from CROB as to thc nature of thc items. in ordcr to 
cnSllre proper allocation to thc rcleY<Jnt LlC or if not releY<1nt to tJIC progf(!!ll. to ensurc the 
amounts arc debited to tJle correct US. Dollar accounts. AltllOugh LiSAID/T has bcell follO\\ing 
this up with both CROB and Citibank. thcse debits h;]\c not becn rC\'Cfsed ;md as at FcbIl.lary 2'}. 
1996 tJlese had increased to USD 142J'04. Wc ha\'c qucstioned this 3mollilt on tJ1C FAS in 
section 2.2.0 of this report. 

Onrpaid Cash Coycr 

There werc a few instances where importers o\'eqJaid tllC local currency cash co\er. amounting to 
equh'alent of USD 98.966. KPMG Peat ~j;m\'ick had recommended that USAIDIT should requcst 
CROB to rcfund thc respectiyc importcrs who had o\upaid. Gnly USD 36.268 has been refunded 
to various importers leaying a balance of USD (,2.698 as at Fcbruary 29. 1996. 

24 
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Non-reportable condition relating to compliance with agreement terms and 
conditions. 

Procurement rules-origin of commodities 

We noted a few cases where items were purchased from Kenya but, by their nature, these items have 
their origin elsewhere since Kenya does not produce them. From the information in the documents 
seen it was not possible to ascertain whether they had originated from the U.S. or code 935 countries. 
Examples are: 

Amount lOFt Importer Item 
USD UC Ref. 

1. 52,390 005993 Tanzania Bottlers Ltd Fanta beverage 
base 

2. 30,246 23008 Tourism Promotion Steel reinforcing 
Services (T) Ltd fabric 

3. 88,000 AZBLC Continental carriers Tipper truck 
227/92 (T) Ltd 

Recommendation No.9 

A procedure needs to be put in place to ensure that any purchase of items from a country other than 
the actual country of origin does not violate procurement rules. For example, the exporting countTJ'S 
suppliers should be asked to give a certificate indicating the actual country of origin of the goods they 
are exporting to Tanzania. 

BOT Comments 

Since final scrutiny of import documents to decide on the eligibility is done by USAID,T. the few 
listed items were found beyond reasonable doubts to be either of Kenyan or free world origin. Clean 
report of findings (CRFs) issued by Pre-shipment Inspection (PSI) Company reconfirmed such 
findings. 

USAIDIT Comments 

This information and documentation does exist at the BOT and will be made available to USAID. 

Auditor's response 

Accepted. Once information is provided to USAlD/T, matter should be considered closed·. 
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GLOSSARY OF TER!\fS 

AEPRP 
AICPA 
ATAP 
BOT 
CRDB 
FAS 
GOT 
IDF 
LlC 
NPA 
OGL 
PIL 
SAS 
SCBT 
SPA 
Tsh 
USAIDfT 
USD 

African Economic Policy Refonn Program 
American Institute of Certified Public Accountants 
Agricultural Transport Assistance Program 
Bank of Tanzania 
Co-operative and Rural Development Bank 
fund Accountability Stateme~t 
Government of Tanzania 
Import Declaration Form 
Letter of Credit 
Non Project Assistance 
Open General License 
Project Implementation Letter 
Statement on Auditing Standards 
Standard Chartered Bank Tanzania Lim ited 
Special Program for Africa 
Tanzanian Shilling 
United States Agency for International Development Tanzania 
United States Dollar 

Appendix I 
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(o-operative and Rural 
Development Bank 

Benld ya Ushirika na 
Maendeleo Vijijini 

P.O. Box S.l.P. 

Phone Simu 

Cables: MTAJI 

Ref. No.: CRDB/AZB/14/GC/96 

Deloitte & Touche 
P.O. Box 40092, 
Nairobi 
KEN Y A 

Dear Sir, 

Date: May 23, 1996 

RE: DRAFT REPORT ON AN INDEPENDENT AUDIT OF THE 
USAID PROJECT NO. 62.-0166 - AGRICULTURAL TRANSPORT 
PROGRAM NON-PROJECT ASSISTANCE COMPONENT (ATAP - NPA) 

Reference is made to the above subject and appended here 
below are our comments on each of your recommendations. 

Recommendation No.1 

CRDB accepts that the total amount of USO 131,080 which 
pertains to Letters of Credit Nos 01/91 and 02/91 for USD 
60,230.00 and 70,850 respectively appear to have been erro
neously charged to the ATAP Special Dollar account No. 
36075952 with Citibank New York. CRDB will immediately bring 
this error to the attention of the Citibank New York for cor
rection. Once the correcting entry fS made into the accounts 
the Auditors and USAID/T will be not~fied accordingly. Suppor
ting documents for the Letter of Credit No. 20/91 for USD 
479,351 will be provided and be available to the Auditors before 
the final report is issued. 

Recommendation No.2 

CROB has determined that the bank charges claimed amounting to 
USO 149,604 should not have been charged to the ATAP Account by 
the Citibank of New York therefore CROB will bring this wrong 
charges to Citibank New York for appropriate action. The bene
ficiaries of the Letters of Credit established should meet all 
the charges claimed by the Bank. Results will be communicated 
to the Auditors and USAID/T accordingly. 

Recommendation No.3 

We recommend that both CROB and SCBT perform regular reconcili
ations between their NOSTRO accounts with respective correspon
dent banks and the bank statements regularly and preferably 
monthly. All reconciling items should be followed up promptly. 
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CRDB accepts the above recommendation and will effectively 
immediately start doing the reconciliation as recommended. 

Recommendation No.4 

CRDB accepts the above recommendation and will check the 
correctness of the interest credited to the Citibank, New York 
accordingly. 

Recommendation No.5 

We accept the recommendation as outlined above. 

Recommendation No.7 

CRDB agrees with the recommendation outlined above. 

Recommendation No.8 

CRDB agrees with the recommendation outlined above. 

Yours faithfully, 
CO-OPERATIVE AND RURAL DEVELOPMENT BANK 

,/ 
J, ,,'v ... / 
.. v./' 

I _/ 

G.J.Ngolle 
BRANCH MANAGER 
./ 
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COMMENTS FROM STANDARD CHARTERED BANK: 

3.2.1: Bank account reconciliations 

Will implement Usaid proposal 

-
3.2.2 Interest fncome 

will endeavour to provide Bank statements and interest 
activity reports on a monthly basis. 

4.2.1 Reports and records: 

We will keep books of accounts for ATAP account 
with standard chartered Bank, London and provide 
reports on a monthly basis. 

4.2.2 Fees for record keeping and reporting Function: 

Agreed subject to USAID recommendation and format. 
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LlINKI KUU 'I'll IIINIIiNtll 

S.L.P. 2939 
DAR ES SAL AAM 

Simu ya Mdomo: 21291 
Anuani ya Simu: "BENKUU" 

Kumbukumbu} 
Ref. No. } .......... JJ)l.7WlQV ... 

Project Development Officer, 
USAID Mission to Tanzania, 
P. O. Box 9130, 
Dar es Salaam. 

Dear Sir/ madam. 

Attn: l\lonica Stein-Olson 

UI 11I~Ltl""'lll 

P.O. 130\ 29~:: 
DAR l5 54.L:":".' 

TANZ4.\:~ 

Phone: 21291 
Cable: "BE~KLL" 

23 I\Jay 1996 

RE: CO~li\IENTS ON THE AUDIT REPORT OF THE L'SAID 

PROJECT NUMBER 621-0166 UNDER ATAP -l'.'PA. 

We acknowledge receipt of your ullrcferenced letter dated 1-1- t-.Lty 1996 

seeking for the Banks' comments on the findings of the audit that was conducted 

by !\kssrs Deloitte and Touche on April and May 1996. 

The Bank is therefore pleased to suhl11it to you the comments as attached 

herewith. 

Yours Faithfully. 

BANK OF TAI\ZA~IA 

~0J0~bd<M ttfJel 
Balance of Payment!, epart1l1el 

DIRECTORATE OF ECOi\O\~ICS :\'\0 L\TlSTlCS 
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RESPONSES TO AUDIT REPORT OF THE USAID PROJECT NU;\IBEH 621·0100 
AGRICULTURAL TRANSPORT ASSISTANCE PROGRAl\ll\lE - NON PROJECT 

ASSISTANCE CO;\IPO;\iENT (ATAP - NPA). 

We hereby wish to submit our comillents to the findings of the audit on ATAP - NPA \\hich \\a~ 
conducted by Messrs Oeloitte and Touche in April and May 1996 as thereunder: 

1. 

2. 

3. 

Payments against Letters of Credit (Lcs). 

Letters of credit worth about USO 6 I 0,431 out of the total USO 18.-1-54,850 processed 
under the project were noted to be unsupported and or financing ineligible expenditures. 
Import documents related to transactions worth USO 479,35 I could not be located from 
CROB. It was therefore recommended that USAlD and CROB collaborate and find out 
ways of solving this issue. 

nOT Comment 

CROB should request for the missing import documents from either Off-shore Bank. or the 
beneficiary/importer. However. regarding ineligible expenditures USAIDIT are well placed 
to provide the best fit ex planations 

Bank Charges 

Funds worth USO 124.804 in exce~s of USO 6,800 allowed were appropriJted as 
commission by City Bank. Ne\\ York. as charges for opening and confirming Lcs. Since the 
Grant Agreement did not pro\ide an allowance for such charges. the auJitl)rs ha~ 

reco1l1111enckd to LJSAID/T to determine allowability and reCOWT as appropriate the 
ineligible cost from CROB. 

nOT Comment 

It was the requirement under the Old OGL system that all charges for opening <1nd 
confirming Lcs were to be bome by importers and the opening bank. was responsible for 
collecting such charges as service rendered charge. This procedure was also applicable for 
USAIO import financing programme. It is therefore prudent for CROB to refund 
USAID/T for such unallowablo: expenditure. 

Fees for Record Keeping and Repo[·ting functions 

Project Implementation Letter (PIL) number 27 of 5 July 1995 allowl'd Standard 
Charto:red Bank. (SCB), London to chargo: a fee of USO 400 po:r month for ro:cord ~eering 
and reporting functions. Unfortunately. report on status of Lcs established and TZS/CSD 
accounts explaining entries OWl' the accounts were not a\·ailcd. Howe\"Cf, SCB continut'd 
to charge for these services. USAIOrr are ad\'i~ed by tho: auditors to follow up on the 
IS~Ue. 
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4. 

BOT Comlllent 

These reports are quite useful as they can assist the concemed authorities to establi~h the 
ineligible expenditures and where possible trace the \\ hereabouts of the missing import 
documents. 

Procuremcnt Rules· Origin of Commoditics. 

Procurement conditions pertaining to utilisation of US fund requires imported coinl11oditie~ 
to be either of USA or free world origin. The auditors noted few cases were country of 
origin of some imports was not easy to ascel1ain. The noted example were fanta be\erage 
base, steel reinforcing fabric and tipper truck imporkd from Kenya but have their origin 
elsewhere since Kenya docs not produce them. 

BOT Comment 

Since final ~cl1ltiny of import documents to decide on the eligibility is dune by USAlO/T. 
the few listed items were found beyond reasonable doubts to be either of Kenyan or free 
world origin. Clean report of findings (CRFs) issued by Pre-shipment Inspection (PSI) 
company reconfinned such findings. 

BA;\K OF TANZA:-\IA 
DIRECTORATE OF ECONO~lICS A:\D STATISTICS 
!\Ie\. Y 1996. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

.USAID U.s. Agency For International Development 

memorandum ~ 
.. 

\' .~.,;. . -'" . ~. . 

******* 
~'I'." 

DATE: 

REPLY TO 
ATTN OF: 

SUBJECT: 

TO: 

REF: 

May 24, 1996 

~~, Controller 

l\1ission Comments - ATAP Audit (Project 621-0166) 

K. V. Mutilangi 

Your letter dated May 10, 1996 

Recommendation #1: 

USAID/T should determine tile allowability and recover, as appropriate, the questioned 
costs of USO 610,431 (ineligible costs - USO 131,080 and unsupported - USO 479,351) 
from CROB. 

USAID/T Comments: 

The unsupported costs of $479,351 relate to Letter of Credit (LlC) No. 20/92. 
Unfortunately, during this audit, this file has been misplaced. However, the Mission 
believes that this amount represents eligible costs, based on the following history of this 
Lie. 

This LlC was established by M/s Tanganyika Motors Co Ltd on January I, 1992 and cash 
cover equivalent to USO 423,826.58 was paid into the special local currency account 
maintained at eROB. The beneficiary of this LlC presented shipping documents to the 
CROB and the amount of US!) 479,351 was paid from the ATAP Dollar Account 
maintained with CITIBANK/Nev,,' York. 

Peat Marwick did a reconciliation in 1993 and identified USO 55,524.42 as the difference 
between the amount of USO 479,351 paid to the beneficiary and the equivalent cash cover 
collected from the Importer of USO 423,826.58. We (via the Ministry of Finance) 
requested CROB to collect this difference from the Importer. CROB debited the importer 

-;fb 
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and credited the ATAP local currency account respectively. 

Therefore, based on the abovementioned transactions and previous reconciliation, the 
Mission considers these costs supported. We have talked with the BOT, which will provide 
photocopies of the Lie, Import License and Final invoice. Once received, we will request 
closure of this recommendation. 

Recommendation #9: 

A procedure needs to be put in place to ensure that any purchase of items from a country 
other than the actual country of origin does not violate procurement rules. For example, 
the exporting country's supplier should be asked to give a certificate indicating the actual 
country of origin of the goods they are exporting to Tanzania. 

USAID/T Comments: 

This information and documentation does exist at the BOT and will be made available to 
USAID. 

UNITED STATES A.I.D. MISSION TO TANZANIA 


