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EXECUTIVE SUMMARY
 

The Regional Inspector General for Audit in Cairo (RIG/A/C) made
 
an audit of AID's $170.1 million Population and Family Planning
 
projects in Egypt to determine if family planning purposes were
 
achieved, ana it the projects were in compliance with the grant 
agreements and AID regulations. The audit was performed at the 
request of USAID/Egpt. USAID/Lg~pt signed project agreement No.
 
263-0029 on September 30, 1977, a grant of $67.5 million for
 
contraceptives, technical services, training programs and the
 
renovation and construction of a maternity hospital. On June 30,
 
1963, USAID/Eypt signed project grant agreement (No. 263-0144) 
to continue work started under project No. 263-0029. A'i 
oblicjate $2u m.illion under this grant with planned life o: 
project expenditures of $102.6 million. The GOE agreed to 
contribute $117.5 million equivalent Egyptian Pounds in support 
of the projects for personnel, logistic support and clinic 
operation costs. As of Hay 31, 1984, AID disbursements were $42.9 
million. 

The GGYL has had little success in reducing population growth. The 
GO!'S goal was to reduce the population growth rate from 20.6 per 
thousand in 1973 to 10.6 per thousand population by 1982. The
 
rate Lor 1982 was 26.9 per thousand population.
 

Project management and monitorship has suffered from the lack of 
progress ano site visit reports. AID Handbook 3 noted that these 
reports are important in monitoring project activities. 
USAiI/Lgypt should require these reports. 

'Ihe Linistry of Health has not provided the staff required by the 
grant agreement. 'Ihe lack of staff adversely affected 
iileioentation of the roject. USAID/Egypt should have the 
iinistr provide the required staff. 

UbAIl'/Ai.jpt needed to im[plement its policy on the payment of 
salaries, bonuses and incentives to Egyptian project personnel.


l~Te policy required that these payments be made only in 

exceptional cases of overwhelming need and only with the Mission 
Dircctor's explicit approval. We found that USAiD/rgypt had paid 
over $700,U0O for salaries, bonuses ond incentives that were not
 
exi.licitly approved by the birector. USAID project officials did 
not know. either the amounts of salaries, bonuses and incentives 
paid or who Laa receivea payrrerts. This infori;.ation was requested 
by UbAlD. USAID/Lgypt should review the data when supplied by the 
aJeClCius to actermine if the payments werc cligible for 
reimbursement. 



Alb committed $4.5 million to the construction and renovation of 
a maternity hospital. The project design provided for family 
plarinincj activities to be carried out by the hospital. We found 
that these activities had not materialized. USAID project
oificials shoula determine it additional funding of the hospital 
is justifie6.
 

The FzAmily of the Future, one of the four major Egyptian agencies 
receiving AID p roject funds, did not report to USAID on the use 
of $1.9 million generated by the sale of AID-financed
 
contraceptives as required by their agreement with USAID/Egypt. 
The Iiission shoul6 seek a complete accounting of the funds. 

USAlD/Lgyljt needs to liquidate $323,000 of project advances
 
outstarding from one to four years and establish a monitoring 
system to ensure tirtiely liquidation of advances. 

Tiie Ltatc information Service (SIS), another of the four major 
EgLyftiart agencies responsible for project implementation, did not
 
esta-l.1irh accounting controls over AID funds as prescribed by the 
grant agreement. AID provided LL5.5 million ($6.6 million) to SIS 
to cover operatirtg costs related to family planning activities. 
Invoices, receipts ana vouchers were neither properly filed nor 
indexed and cross-refercnce6 to cash journals. Expenditurcs were 
not properly recorded or substantiated. The USAID should have the 
State inforriation Service establish the accounting controls 
required by the crant agrceent. 

The % yjtian Ph&arraceuticjI Trading Company (EPTC) is the 
Governa.,ent of Egypt's recipient for AID-financed contraceptives. 
E±<iu'z invcrntcry include out-dated stocks, and stock levels at 
their wireiouses were both over and under requirements. 
UbAIb/Ly1t should requite tne L ptian Pharmaceutical Trading 
Company to adjust inventories to actual requirements and 
eliiainatc out-oated stocks. 
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PART I - INTRODUCTION
 

A. background
 

On September 30, 1977, USAID/igypt signed a grant agreement with 
the Government of Egypt (GOE) to finance the Family Planning
Project NO. 263-0029. The purpose of the project was to 
strengthen and expand nationwide family planning service systems
in order to make such services available to, and utilized by,
married couples of reproductive age. This was to be accomplished
by providing funds to: (a) support activities for the 
distribution and utilization of contraceptives, training,
inlormation, education and communications; and (b) develop an 
integratea social services delivery system which would provide 
health, family planning and social welfare services to the 
couiunity. The project is scheduled for completion on September 
30, 1985. 

UbAi'h/ypt initially obligated $4 million for the project. Four
 
amendments to the grant agreement were made between 1978 and 1981 
increasing tne total obligations to $67.5 million.
 

UbAll/hgypt financed commodities and sponsored participant
 
training prograiis for Egyptian project personnel. In addition,

AIL tunoed the services of U.S. and Egyptian contractors under 
host country and direct contracts to provide technical 
assistance, implement training programs, conduct research and 
perform: management advisory services. A summary of the principal 
sub-activities is presented in Exhibit 1.
 

In June 19b3, USAID/Egypt signed another grant agreement with the 
GOL to implement the second phase of its family planning program
(1-roject No. 263-0144) . Expenditures were authorized at $102.6 
million of which $20 million was obligated. The Loject purpose 
was to supiort the GOL etforts to strengthen and expand Egypt's
population and family planning activities among married couples
of reproauctive age. The project assistance completion date is 
blay 31, 1968. 

With the second agreement, AID's commitment tn ?opulatlon and
 
family planning activities in Egypt totaled $170.1 million. Of 
tuhis total USMID had obligateo $87.5 million and at May 31, 1984;
disbursements were $43 million. A summary of project obligations 
ana disburseiients for both projects is presented in Exhibits 2 
and 3.
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Three Governien t of Lg pt agencies and onc Egyptian private 
sector orgarzatior, were primarily responsible for implementinn 
the various roject activities. The GOL entities were: the 
Ministry ot health (N'OH); State Information Service (SIS); and 
the eok. ulation and Family Planning Board (PFPB) . The private 
scctor organization was the Family of the Future (FGF) . The MOH 
is responsible for coordinating overall project imp:lement-ation in 
cooperation with other ministries, agencies and institutions. 

The ajreed GOE contribution to the project included Egyptian 
Pounds eC1uivalent to $54.5 million under the initial grant 
agreeme nt. anc $u3 million under the second; a total of $117.5 
million. GOE funds were to finance the cost of personnel, 
lo-gistic suport an6 clinical oerations. 

B. Audit Objectives And Scope 

T he audit Was per fori,cd at the request of USAID/Egypt. CTe 

objectives of our audit were to determine ift the fainily planning 
projects i.,erc Lc.in9 ii,,p.luerh(.nted; achieving their purpose; and if 
the p rojects were operated in cofopl iance with the grant 
a',t .emenets and Al1) regulations. Speci1.ic audiL objectives 
includc revi(..s of the pa-ritent of. bonuses aria incentives to GGO, 
pro)ect of f.icial,,,; ver iiic tion of ianazccment controls over 

c.rocurc*.ont,storace aiu distribution of $15.7 million of 
A] - iiif,:rce co;;:o6itics; anc an aiz,lysis of financial controls 
over iocal, currency p.roject expenditures totaling arlr.roxi,:iately 
$i ii,iliion at the State ln1oritation Service and the Population 
ano ,iu.ii3 Planin9 Loard. Additionally, we reviewed the 
provi,-jw , of $,8.5 million for extension and renovation of a 
Vaternjt hosj. ital in Cairo and the MOi's project staffing and 

6e exziiineu USAlI/Lgjyt financial and project records, reports, 
ana correspondence and interviewed project personnel. During site 
visits, we revliswed GOE ano FOF financial, project and inventory 
recorts,; in Cairo and at six governorates. V;e also held 
discu.,sions with project staff. Our audit was conducted from June 
17 throu.h Novei,,ber 30, 1984 anu covered project activities from 
April 15/9 tnrCiuh May 31, 19b4. There was one previous audit of 
the project. (See Audit Report No. 6-263-80-1 ddLed October 30, 
19"T5.) iAll recohmIindations in that report were closed. 

The audit wa" perf ormed in accordance with the Comptroller 
General's Stzinaards fo L Audit of Governncntal Organizations, 
Projx.,nLs, Activities and P'unctions and included such tests of the 
project activities, record-, and internal ccntrc:7s considered 
necessary in the circumstances. 
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PART II - RPJSULIJS OF AUDIT 

A. Findirnqs AnQ Recommendations 

1. Project i.ia7race.ent And USAIi honitorship Need Improvement 

'The oal. of the GOL fami'ly planning activities is to 
substantially reduce population growth. Statistics show however 
that the GOL has ihL6 liLtle success in reducing the poy:ulation
growth rate. rlh multifacetcd nature of the assistance providcd 
and the nur,,ocr of aqencies involved stretched the capability of 
the USA I c/hgypt project staff in directing project 
ii.,..lemcrtatioii, and monitor i1g and assistin9 the projects' 
progress. Site visits and progress reports are mentioned as
 
iiqortarit elci,,ents of project monitoring in H1andbook 3 (Project 
issistance) . dowever, lack of subgrantee procjrub6 reports and 
faiuzte to d6cuent the findings cf site visits by USAlD/Egypt 
project officials resultea in ineffective monitoring of subgrant 
activities.. Con .ccu ntly, ULiUL/Egy-pt did not have information to 
identify ii,,p,.cientation problems and initiate corrective action 
o. piorlc,., hI.f!LpeLlJ project imlleuientation and success. 

'1he GOL ten-year plan on poulation formulated in 1972, set an 
objective of reducinq the population growth rate from 20.6 per 
thousand ,opulation in 1973 to 10.6 per thousand pcpulation in 
Ilo2. Lne actul 1,opulation growth rate for 1962 was 26.9 rer 
thousand population. 

Currentl, Eoypt has 47 million people and adds one million every 
eight moriths. ihe ipopulation growth will not decline in the near 
futLure bLcause 43 percent of the population is under age 15 and 
soon will riove into pea childbearing years. 

RlecoiI.ienrutior No. 1 

We r ecoih.,u1 USAlD/Egyfpt ensure project monitoring through 

preparation oL reports on site visits and project progress. 

Discucssion
 

wL r evicweu project files for si). project sub -'tivities. Our 
Lindings are summarized below. 
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Site Visit 
inception Frequency of Reports Reports Reports by 

Project Activity of Activit Progress Reports Reyuired Submitted USAID/E 
(as of October 1984)

Clinic Refresher Training May 1981 Quarterly 13 3 None 

Com.rehensive Urban 
Family Planning Service 
it, Greater Cairo kebruary 1983 Quarterly 6 4 None 

IUD Training Progran, May 1980 Quarterly 17 3 1 

Sin-rkeya A-Azhar 
International Center
 
for Popul&tion Stuaies April 1961 Quarterly 13 5 None
 

Deapog r af ic D.-fta 
beveloi .ent * June 1962 Quarterly 36 7 None 

Al Galaa Maternity 
liosvital riovcmber 1962 Quarterly 7 3 1 

* lb .re are four separate activities under this sub-cjrant, each of which recuires 
a [,ro.re-ts reqxrt. 

'he ;usyrzntces dia not suurit proyress rel-orts to AL on a qurterly b-sis. In 
ac'ition, tle 25 reqort, submittcd did not provide adequate inifotmtion about the 
project st'Laus nor ioentif, prcble:z.ns for corrective action. USAII/jybt officials 
were aware of the failume by sutcrerit recipients to submit timely rccrecs relorts, 
anA, in ,Cct~n' an ui!su:szicns with the suLGrntees, had recucstcd them 'cvcral 
ties to proviao the reports. However, the subgrantees did not comply with 
U'*I%'D/Lg pt'! request. 

I1anay ey-ntCesinments 

UaSif/Lgy1.t resj4ndc.d that site visits have been made but not doc rented, and 
inadequate Wi)L stnaffin_ resulted in the limited nurtber of progress reports
surmiitted. 'Inc f;ro)cLL oiLiccr stated that tlicre were vicre comprehensive files of 
progress and site visit reports on larger activities such as Fzv-!' of the Future 
and the Po 1 ;u]ation ana 1caily Pannin5 oard. 

OfLice Of Inc.-ector GeCneral CorKj!nts 

UbA1O// 4y1t ,mna,encnt. asreed with the need to monitor project activities. Project 
ItanacjhoCIL ayjrca to IrLpare site visit reports, and rcqulre su.r:.,dtees to submit 
,rLob.ct robtc.;. reoi:t, on a curent basis. Bscci on U.:AII; managjcent's actions to 

correct. this ionitorin.1 1.oblemr, our rcconriandation will Lo cloned upon isnue of 
tis3i uuUit rcl.ort. Cozrcctive aULLonF; taken by ULAW/Lgpt wi]l be monitored 
throuyh lu lollowui, on closcd rec.)r,jxndatlons. 
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2. lhc iinistry Of. Lealth (MOH) Should Increase Project Staff 

The iiu reccds to improve project management by establishing a 
core of professional staff to coordinate family planning 
activities. Alt[nouCji rec1uirco by tne project grant agreement the 

11Oh had not established a sufficient number of professional and 
a6ministrative positions to achieve project objectives. While 
sympathetic to USAID/Egypt's request to increase staff, the
 
Ih.nistry of hiealth had done little.
 

ion No.
Recor.&&.-r tda 2
 

VO recomi,;en6 USAID/hL9 pt have the Ministry of Health provide 
sufticient stall: to ensure the achievement of project objectives. 

Discus.%ion 

Sccticn 5.2 of the project grant azreenent signed in September 
].977 rc u ired the MiOI to establish by September 1980 an 
appropri.atu rnurleer of proiessional and administrativC positions 
in oracr to achievu project objectives. The project paper statcd 
that the i"01 %,aC to recruit, tr&in anC assigjn full-time 
professional ana ad iinistrative .ersonnelto these p-ositions. As 
0 iC.'vc:ws 1 15, 1964, 1CIi had not recruited the necessary 
professJonal staff.. Trhe current VOH full-time staff responsib e 
ior Alb--fi ,uvu LZ,1a 1 planning activi ties consists of two 
proie., o1nals , oe consu1 Ltant , two eng ierier s , and Fix 

aCirrinit;L.Lcit ive &nc clericJa. personnel. Thce e was io; full- tle 
. r o fcs.;c:, 1ii s t f at t,,, governorates to coordirate fami ly 
-iannin, act iv it c s . AccorUin to USAi [/.ThyI-,t project officials, 
the currn(t iOi, staff ingj was inadeciuct. In their opinion, a core 

sLZL1 (,o.up to I,. Luli i, proics.als and a fani ly planzning 
tosp'ecialist at ezch of LcJyft's 26 qovernorat -s was requircd 

lfcCt]V( l coorujnate anC4 11anage the family planning program. 

Managencn.,u t Conr ,(rtS 

In re. _orise to our Record of Audit kindizig (RAF), USAID/Egypt 

state6 that in the second (,rant agreement No. 263-0144 dated June 

3U, ]9b. Letcwc( n the tNriistry o lealth and AID, a conditioll 

precedent (Ci) to disL1urse.nt required the C! to provide 
evierce that zUequatc ,staffL was available to am-inister the 
exparica fam i I p1 anning Frog9 r a. Also, funds for the hur al 

Famil f lanr.int caq'.&ijr1 ,oul6 not be released until action had 

been taken by the hioli to relieve the staffing problem. 
OC tic* Cd lns. ctor GCriCLAJ Coi,iicnt.s_ 

'Ine con, it icn r reccoent. al ,ect 1 ,i 6i ;)ur. cr,.,nt of funds to the 

NlB aiiu decision to dishurse additional untilocAlb's not funds 
tne ,£tul.inu I.rob I ut i. rcsolvuc iully ,,eLts the intent of our 

the recomendatLionreconmuncnation. ba.s;ed on the a:tion taken, 

will L, cjoeuu u.oh iZA,ue e1 thiL au(it rcj.ort.
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3. 	 Control Of Salaries, Salary Supplemen ts, Bonuses And 
Incentivles '10 Lg ti n Project Personnel Needs Improvement 

USA1lb/Lgyt's ofticial policy required that the Director approve

in writing all . AlD-financed payments to Egyptians for salaries, 
salary suppie;,,cnts, bonurises and incentives unless said payments 
were explic itly made eligible by obligating or commitment 
docunerits. i.e found triat tne Director had not approved in writing
 
payments for these purposes and the payment details were not 
describea in the obiij 3tirog and conrltitment documents. USAID was 
not aware of. either the amounts paid or who had recei,*ed 
payments. Tnis inf.ormration had not been provided by the Egyptian 
agencies involvea with the project. 

RL-comcndatior No. 3 

Vie reconmnenu that USAI/,.q pt: 

a. 	 obtain the cdata rcc1uested from cooperating Lgyptian agencies 
on AID-funded payments to personnel to determine their 
eligibility uriier i rder N'o. 3-1U; and 

b. 	 review anK revise %here necessary, project obligating and
 
commitaeioL aocumcnts to ensure payritents to hgyptian project 
persoriznel are explicitly authorized. 

LC U 0 ri 

Ll A 11/ ,Lj t 1i _sior, Order No. 3-10 dated December 14, 1978 
enti.Llea "uuidelines for Use of AID Appropriated Dollars and 
U ,-ned L,,jti an ouxs for Local Cur ren y Costs" provided 
(juicniuce for p aymen tc to personnel of cooperating Egyptian 
entitiecs. 'lho Ifission Ordei precluded payaments to personnel of 
cooj.uritLing Lil:ytian entities except in cases of overwhelming 
neces. iL y. 'ite USAlb Director must a p[,rove in writing all 
exceptions unles, the payments had been explicitly made eligible
by ttc relevanL oL.Li tir,q or cort;,itment document. 

USA ID/I jy't fersonnel advised that MO 3-1.0 had been complied with 
i~cii trie LAi D Dirce tor ic.ic the obligatitic and comritimien t 
6ocumeiits cithorizin the expenditure of project f-:-ds. However,
oaliiatci r ind coi,itrIment project acjrec ient's were not. explicit in 
regard to paoyrents made to pertsonnel of cooierating Egyptian 
er;Litie . '1I-. docui.L tS provi(,Ld buc.,ets with line item 
6cs.r'cri1.tio ,nr. Amounts; for salarics, salary supplements, bonuses 
anc, iicerit -v- vere buried in line itei:., such as "media" or
"tr ai nia9" •
 

Ini June 19'4, USAID/1,gyijt reJueste 12 ptoject subgranteez to
 
pL ov iae iuf otn tion on 
 payren t s r ide out of AID fundt; for 
5aJiar J1 :j, boiiuucti ana iicciitivotc duri n, the pciriod Januarv 1, 
196b3 to Match 31, 1984. he infornma;:ion requested was the names 
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of the recipients and amounts paid. Only four subgrantees hadrespondca b the end of our audit. Although USAID/Egypt mailed ascconu request on Sejtc:Hmber 12, 1984, no further information was 
received.
 

Ve visiteu two GCk. entities who expendcd $12 million of AID grant
fun(-, the Population and Family Planning Board (PFPB) and the
State iniormation Service (SIS), in order to determ'ne the amount
an6 validity of bonuses and incentives paid by these entities. 

The PFPB &CCOuntincj Locords were under the control of the GOE's

Central Agency for Auditing, 
 and the records were not availableto us at the t iwc of. our review. From project inception
(September 1960) throuyh June 1984 salary supplements, bonusesanU incentivcs tot 1n LL08,00U9 ($612,000) were paid to PFPB
personnel resjponsibe for implementing the Population andDevolof.aeit ProjcLt (F-bP) . Fizcl reL:orts subritted by PFFB to
UShID/Ly;pt dia not provide names or job descriptions or theanountsI aEu to thc inciiv j.uuals who received bonuses and
inccntivcs. 

Froc, NovLirLer 1963 through June 1964, SIS :'id LE92,400
($111,300) to Eg y,;ti an radio and television chiefs whooiLributeutt1e alourI tS to program personnel. Fiscal reports
subtilttea to USAID/if.gcpt by SIS did not provide details of these>.r,cnts. 'Ihc SIL retorts surmIarizea all pa~mr~ents to personnel
under the line it(:, , .a " 

c.Len tN., L, Curm~lent.s 

UOA.i/CLlt oiiicia]r. rclorteu that seven of the Len inpljiemnting
ayencies Live }rovidWc data on salary payments, and that becausc
tnj- lists wcre voluminous it would takt months to detcrilaine ifvjcml:entseligible. future obligatirg,ete Also, and conmitment
doW. t6: ),n OLx e-x:.licit in respect to payrerts towould Le 
hgyptian personnel. 

Ol.ic.e OL Il:-j:;-.ctcLor Gcncral_ Coments 

ii aree thi. it ,1ill takc time to resolve the problcmrs
associated wi thj payment.- of ;alar is, bonuses, € ]an incentives toL,$yt ian. p1 cjt.ct mneu,ent. Lo ev , the rcco;.,eOndation cannot
be closeu until corrective actions arc initiated. 
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4. 	 Projecct Financial As.sistance To A Maternity Ho.pital Is Uot 
IeiaLe 'io Project Pur.'ozSe 

The project earmarked .4,.5 miillion for the renovation and 
construction of a maternity hospital. The AID--financed facilities 
were not used for family [1,i:nning activities. As pointed out in 
AID flar6nook 3 (Project As.istance), project outputs riust show a 
direct relation.sh ifp wi th a projec purpose. The hospital 
facilities, a froject output, do not have the required direct 
linkage to plannijrl AID were topa1hil, activities. funds used 
renovatc an6 construct ho spital facilit-ies which are not related 
to the accooi.ent ot project obiectives. 

Recommendation No. 4 

U,cn6 ,.t 
of bl-C,alaa 1.iaternity HospiLal and determine if AID funding is 
just-i ec, an(, i not jU tjiCCAi, suspend future provision of 
Lunis from its Population and Family Planning projects. 

We 	 recoLrio 'b/Lg review the renovation and construction 

Discuss 101 

In thc developmernt of a project, AID Handbook 3 states that a 
project designer must ensure that resource inputs will produce 
ou LU tputthat Zre a irec't ly related to the achicvcmcnit of the 
projec t ,urpose. 'he project purpose, in this case, was to 
str(arItijer, a Iurctionir,, nationwj(ide fauily planning system. All 
AIL outp:uts ,shuld be directly related to the achieement of the 
1,ro~ect'L pur,,m,. 

Te i:itiali ] ical frai,,c ,ork preparc.'i in F'i 1977 st-ttco that All) 
iunu, woulu b,. uses to f~rcvicie architect aind cnginecr ing services 
anu to of [s(t cozts a isociatea with the renovation of £- Calaa 
latcrnit hospital. The iip,[roved facilities at the hospital we're 
to be useci for trairiiri, fL.iimly planning workers. A rc Jew of the 
renovatiorn work per foriied at the hospital showed that the 
facilities renova ted jl1 not assist in thc achievc:i:,ent of the 
project's purj:o.;c. 

The buaj.ts [or the renovation of El-Galaa Maternity Hospital 
were establishied in Project Impleioentation Letter (PIL) No. 42 
ano its a1eTLUic nt (See L-h ibit 4). A review of tlhc. line iteus of 
the budgct ,;howed that funds were provided for the construction 
ana renovatioi of. the hc,+,iital ano a nurs-:ery school; nothing is 
nentioneo concerning specific family planning facilities. On a 
visit to tnic ho .ital we found thit the renovation work per formed 
was it, areas not related to family ,lannincj (t.vities. For 
exami ];, t e cjrourd aria first I loors of the ma n hospit a 
builuin9 are to be used tU accommodate ho.s;pital staff and provide 
sjpa(ic ior a ]auLiary and kitchen. In addition, two floor.* wcre 
auceu to a hospital buil6ing for a day-care center for chil6ren 
ea wor ;ing molnurs. 

http:relation.sh


P)L No. 42 yr ov i6ed $4.5 million for the renovation and 
construction of El-Galaa Maternity hospital. USAID/Ejgypt plans to 
provi.e an ao6itionai $7.5 million to the hczj ital for additional 
constrLuct.ion. ,;e believe USAID/Egypt management should review the 
hospital's liIKa1e to fafiily pllanninq activities before providing 
the additional funds. 

N.ana, e ii,ent -,iiint 

USAlb/Egcp vianacjcent agreed that the use of Population and 
Jaan,ily Plaipinc, Project funds Lo renovate the A) Galaa Hospital
is cluestion J:ML(. Also in terms of J.arqcr AID objectives, 
particularly those related to improving urban health services, it 
cculci still. be detruinrca that continued support for Al Galaa 
iospital renovation is indeed justified but from another project 
account. 

Office 03. Insvcctor General Conr.ents 

vic agree tnat SAID/L(3,.t. should determine if continued support 
for Al Galaa hospital should come from another project accourt. 
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5. 	 The ilhrl!i. Of 117 Future Had Not Complied With The e2ortinc. 
(C Cjire.ts e1 Its 1\e 'hue Agreecicr t With USAI/Lgy _St 

TiIe 	 Fahiil of the IFuture (lO-F) generated an income ot LLl,538,544 
($1.,850,666) troi the sale of 
 AID-funded contraceptives from
 
Octcobcr l9bu tlirough June 1964. Expenditures totalling LE483,167 
($560,000) were used. to pay bonuses and incentives to FOF 
1personnel, to purchc,se vehicles, arnd to pay for FOF opcrational
an6 jrogri;, costs. qhe lamil of the Future (FOF) did not report 
to Al; rcvenues 9,eneratea frofa, the sale of AiD- funded 
contracel, t i ves and the expenditures incurred therefrom as 
reLuire(, b, Lite te 1iis ot its revernuc agreement with USAID/Eg y ,t. 
UAil/L9ft had not requested these reports frou, the FOF. 
US A! J,/ I wa therefore unable to icnitor the generation of 
sales proceeds or to evaluate the propriety of the expenditures. 

Rhecor;,,:cnt&t .crj No. 5 

We recomimiend that USAI)/ligypt: 

a. 	 obtain LrOin the Eam-iIy of the Future financial reports 
requirca by its revenue agreement; 

b. 	 evaluat-c the accountEbilit, for sales proceeds and the 
propriet.y ot expenditures associated with the Family of 
Ft'ture; ana 

c. 	 reucst refunco for all unallowable ex.e.idi tures of local 
currcr-cy. 

IArevemue ,-rcer.:er t ,as sig.cned betweCen USAIiJLgyt and FOF on 
January 23, J964. 'ihe agreem ent established procedures for the 
use of all revenues gencrzte6 froh sales of contr aceptives 
Cionatcc b USAID to the FOr. The agrecemient which was retroactive 
to 	 encomjpa. _,, all iJ :'nds generated, stated ths. t the I'OF should 
report to AID on a quarterly basis the status of the revenue 
account. The report should incluQc: (a) cumulativ(" and quarterly 
revenues; (b) quarterly expenditure.r; (c) the balance in the 
revenue accouit; and (d) projections of revenues and expenditures
for 	 the next quarter. It was the intent of the agreement that 
revenues should b- utilied by the FOF for operational and 
programrz Lic expend itures consistent with the USAII) family 
plannin projects. 

The Fanil of the iuture (F*Oi) generated an income of L1,538,544 
($1,65U,000) frow thf: sale of Al!)-funded conLL,,,eptives from 
UctoLonr l'9o0c throuch June .904. Lxpenditures totalling L1.483,167 
($5O,OuU) were used to pay bonuses and incentives to FOF
 
per-,,onnel, to purh,.se vehicit.s, anj to pay for FOF operational 
anu projraii costs. 

- Jo 
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As of October 1b, 1984, FOF had not submitted reports to
 
USAID/Egypt on the status 
of the revenue account. Consequently,

USA1u/LgypL was unable to determine that the income was utilized 
by the FOF to promote the AID-funded family planning projects.
 

Nanae~ient Comments 

UAlib/hg~pt stated that The Family of the Future had provided on 
October 28, 1984, a comprehensive report which was deemed
 
aj propriate and consistent with the agreement on the use of the 
revenue. 

Office Of Inspector General CommaIents 

Our recouriendation focusea on the need for USAIB/Egypt to obtain 
the financial data from the Family of the Future on the 
eericration o1 revenucs frcim contraceptive sales and to determine 

the propriety of the expenditures associated with those revenues. 
USAID shoulu review the financial data provided by the Family of
the Future and evaluate the propriety of the expenditures. 
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6. Advances.Need Io Be Liquidated
 

Cash advances totalin $323,331 were outstanding for periods 
ranjing from one to four years. USAID/Egypt did not have a 
s~steinatic means to ensure that outstanding project advances were 
liquidated as required by AID regulations which require prompt 
liui6atici of auvances. 'ilhe iailurc of USAIE/Egypt to recover 
twenty-eihlt advanccs totaling $323,331 resulted in idle project 
fui as an6 interest cost to the U.S. Treasury. 

Recommencation No. b 

We Lecomacrio USAlI/1g,9pt liCui6ate outstanding project advances 
valued at $323,331, and initiate systematic follow-up to ensure
 
timely licuidation of outstaneiny auvances. 

Di scussion 

Alb handbook 19 (Financial Mana ement) and US Treasury
regulations require follow-up and liquidation of outstanding 
aovances. U1.on terithination of the project activity for which an 
advance was issued, cognizant AID officials are required to 
proiqptly notify the USAib bf]iing offic:e to seek a refund of the 
outstanding receivable by issuing a bill for collection. 

Project advances are currently maintzained by USAID/Lgypt on its
 
hiission Accounting and Control System (MACS) . This information 
was avail uie to all prcjcct ofliccrs, but was not used to 
liquidate overdue advances. 

liirc tabie below sho%,s the status of project advances. 

Number of Amount
 
Payees Advances Cutstandin 

Poptulation and Family Planning 
Boara (k~, B) - PIL No. 19 1 $ 31,204 

- PIL No. 21 1 168,450
 

IWenoulia Governoratc - Sub-Grant 
iio. 263-7b-G-009 1 98,413 

Project ej,,+lo4ees sponsore b Alb 
tor 'iraining Programs 25 25F264 

Total n $ 

Advances to PkiB under Project lmplerr :ntation Letter (PIL) No. 19 
were for the 1,esources Lor Awarcnc .s of Population Impact on 
Development (M API D) project. USAID/, jypt files showed that an 
ariount of $31,204 had been outstandinj since Januaiy 1983. Fiscal 
reports were not submitted by PFPB, and USAID/Egypt had not 
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followed-up on the status of this advance. Subsequent to the 
completion of our audit work USAID received an expenditure report 
from PFPB liquidating a large portion o the advance. 

Advances to FFPB under PIL No. 21 were made for the Population 
Develom~cnt Project (PDP) . The first phase of this activity 
started in August 1980 and terminated on July 31, 1982. An amount 
of $16u,450 hau been outstanainy since June ]982. On June 22, 
19b2, UbAID/Lgypt provided additional funding to PFPB to finance 
the sccono ph&Ee of the PbP activity. USAID/E ypt failed to 
recover the outstanding balance of $168,450 which related to the 
first jiase. 

Advances to the Governorate of henoutia were made under a 
subgrant for the Integrated Social Services Delivery (ISSD)
 
project initiatc6 on August 31, 1961. 1Jhen the subgrant expired
 
in March .1963, USAID accounting records showed an outstanding
 
bala 1 Cc oi. $;b,413. Agair. USAID/Lgypt had not folloted-up on the 
status of the outstanding amount or requested a refund from the 
grantee, 

Twenty-five travel advances totaling $25,264 were outstanding for 

p~eriods ranging from two to four years. The advances were made to 
GOL prcjc-ct [ersonn(i1 oL participant training programs. 
OSAID/Lgypt project officials told us that despite several 
rei;inciers froii AID, travel vouchers were not submitted by the 
trainees to liquidatc the advances. 

Promp t li cuidation o1 advances would ensure better cash 
mianagement and release idle funds for project activities. 

L~h cerLe Cor i ,cnts 

USAID/igypt iiianageruerit concurree in this recommendation and has 
actions underway to liquidate outstanding advances (See Appendix 
1).
 

Office Of InsLector General Comments
 

USAI manacemcnt's actions to liquidate outstanding advances Have 
already started, but additional actions are needed Lo establish a 
sysLeiiatic tolloup to ensure better cash management of project 
funds. The recommendation will be closed upon completion of
 
U fAi/Ejypt's actions. 
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7. 	 Ilhe State Information Service Needs To Account For Project 
Lxienci tures 

The State Inforimation Service (SIS) had not established 
accounting and administrative controls over AID funds from 
inception (15-i9) to 198J as required by the project grant 
agreement and implementation letters. An SIS official advised 
that the conuitioh resuiteo from a lack of instructions from 
USAID/Egypt on financial and reporting obligations. As a result, 
aocuvuentary su[port such as invoices, receipts and vouchers were 
riot tiled, indexed and cross-referenced to the cash journal. In 
addition, expenditures were not properly recorded or 
substantiatedC. 

hecommendatioA No. 7 

1e recoi;mena USAI D/Ei ypt have the State Information Service 
conformt its accounting systeum to the grant agreement provision. 

Discussion
 
'he 	 pro ject grant atreeent and irnplcmentation letters required 

,Ib to maintain books, records, documents and other evidence to 
substantiate project expenuitures. AID guidelines required 
project officers to monitor the use of AID funds in order to 
ehsure th ,t expendiLures Were being made in accordance with AID 
regulations and that commodities and services were properly 
procurea, delivered and used. 

At the rc ,uest of the project officer, the Mission's Office of 
Financial Nanageiient reviewed the grantees' accounting and 
repcitir,j systems. As a result of that review the USAID/Agyrt 
Associate Director for Financial Management alerted the Mission 
lvirector to weaknesses in the accounting and reForting systems of 
population project grantees. Subsequently, a consultant was
 
assiq eo to assist SiS in the establishment of financial records. 

An SIS official stated that he was not properly instructed by 
UbAlD/Lqg[pt about SIS financial anu reporting obligations under 
the grant agreement. In his opinion, proper accounting records 
could hcve been r;,ai ntainea and adequate accounLJng controls 
established had he received proper guidance from USAID during the 
initial phase of the project.
 

We found the followding weaknesses in the financial records
 
maintained by SIS:
 

o Petty cash records were not mE Lntained during 1979 and
 
196U. A petty cash book was , t up in 1981. However, 
no procedures for rer.]enishmf nt of cash funds were 
established, and cash on-hand was not reconciled to 
tne petty cash records on a regular basis. 
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O 	Frovm 1979 through August 1963, SIS did not have 
inventory recoros for AID-financed commodities. 
Records were established in September 1983, but 
records were not established for corumo~ities procured 
prior to August 1983.
 

o 	 There were no authorized tinie sheets, written 
supervisory approvals or other payroll documents 
available to substaLZiate overtime payments to SIS 
personnel. 

o 	 In two instances of reci.uitniellt of managerial staff, 
we founa no job descriptions or scope of work to be 
performed. 

lnaoe:ute acCou1ntii(j recorAs, poor internal controls and lack of 
USAID/Lgypt monitoring resulted in expenditures which were not 
properly rccoraccA or substantiated 'accordinS to the grant 
ayreemient provisions. 

ii&naeCent Cor mcrits 

U3AIDiLgj.)t concurrec; with the recormendation but stated that it 
was ir.,practical to confori,, SIS's accounting system to the grant 
a(recicnLt L.rcvision retroactively before November 1983. 

Office (Gf inspector General Comments
 

USAIb/L .pt should address the problem areas cited in the report 
and ir, particular the lack of an inventory for AID-financed 
commodities. 
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8. Inventory Procedures And Practices Should Be Corrected
 

The LEyptian Ph6aarmaceutical Trading Company (EPTC), should 
improve its inventory procedures and practices for AID-financed 
contrac4ptives. EPIC haa not disposed of obsolete contraceptives 
value at $144,376 nor corrected overages and shortages of stocks 
at tecir rejional warehiouses. Corrective action should be taken 
to ensure effective use of project commodities as prescribed by 
AIL, kianicaook 15 (AIL--financed Cor.aoities). 

Recommendation tno. 8 

We recowmend USAID/Lgypt arrange for the Egyptian Pharmaceutical 
Tradiny Company to adjust their inventories to appropriate stock 
levels and disiose of the out-of-date contraceptives.
 

Discussion
 

AlD tegulations (Hanouook 15, Chapter 12) specify that the 
grantue must ensure that commodities financed under project. 
agreeicnts be efiectivc1 usea for the purpose for which the 
assistance was made available. AID monitoring responsibilities 
iricluoc a review of project inventory reports to determine the 
effective use of AID-financed commodities, and if they are 
unusaLbe, to arrange for their disposal or transfer to other 
projects. 

Contraceptives with Exfired Shelf Lifes 

The followiny table illustrates the obsolete and unusable 
contraceptives foun6 at. the EPTC's central warehouse. 

Number of Contraceptives
 
Contraceptive Obsolete or Unusable Value 

Lippes Loops 4,960 $ 1,862 
Diaphragms/Jelly aubes 29,772 86,635 
Neo Sampoon Strips 629,446 55,881 

$144,378 

In Nay 1963, USAID signed a $561,000 contract with a U.S. 
manacement corsultinj firm, Price Waterhuse & Co., to develop a 
nationwide contraceptive information and inventory system (CIIS). 
The system as to collect data on inventory levels and 
contraceptive movements at the central and regional warehouses 
an, produce monthl mnaragcment. reporrs. 

Ve reviewea the CIlS monthly repor s from January through July 
Ibi , ano 1e analy cuo the movL ments of four AID-donated 
contraceptive items. A 24-month nupply of contraceptives is 
consioereo an adequate inventory by Price Waterhouse & Co. and 
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EP11C. ve found that although the reports identified warehouses 
with excessive or inadequate stock levels and those with slownovin inventori-s, L1;1'i failed to take action to redistribute 
inventorieb on 
location. The 

the basis of 
table below 

normal 
gives 

supply ruquirements at 
exa.ples of excessive 

each 
and 

inadequate stock levels. 

Months Stock 
Location Contraceptives On-Hand 

Aswan Condoms 323 

Assiyut 4 

Fayoum Neo-Sampoons 350 

Port Said " -0

tansura Lippes Loop 574 

Cairo " H 2 

IsmLailia Copper-T 44. 

Alexandria 2 

Althoujh USAID/Lgqpt was also a recipient of Price Waterhouse & 
Co. inventors 
 reports, AID project officials did not coordinate 
with Li[,-C to cniurc pr~toj.cr distribution of inventories. The 
comllete resultL of our findings are presented in Exhibit 5. 

Uj,,iLl. haZ A ,Ke for .nr]rcceivcu a design for a ne; inventory 
report b warehouse that highlights severe over and under stock 
situations. U"i'Ib shoulo ensure thAt reports generated are used. 

Management Corlments 

USAILO/Lcj~pt statei that neo samrlcon strips are being transferred 
to the Family of thu Future for subsequent repackaging and sale 
(6ee ApprAdix 1, page 6). 

Office Of Inspector General Coiimments
 

USAIb/Lgypt should expedite the transfer of neo sar.poon strips to 
ensure rLUecLive utilizaLion, an6 ensure that adequate inventory 
levels for all contraceptives are maintained at each warehouse 
location. 
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B. Compliance And Internal Controls 

Coicipliance
 

The AIL-iinanced family planning projects were authorized to 
provide assistance to the Egyptian national family planning
 
jprogram,. The project operates within that authorization. However, 
we noted tunds have been provided to renovate and construct a
 
iiiaternity hosi-ital which is princi~ally erggcd in non-family 
planning, activities (page 8). The project operated within the 
provisions of tianobook 3 (Project Assistance) and within 
agreementsl betweer USAlD/Egypt, the GOE, a private voluntary 
organization and various contractors. There was a need however, 
to more closely adhere to project documents. A recipient of AID 
coltracertives had not complied with its revenue agreement with 
USAID/Lgy1pt (page 10) and the Ministry of Health had not provided 
suificient staff to manage project activities as required by the 
grant agreement (page 5).
 

internal Controls 

All obligations and commitments are recorded against the project 
ana are supf.ortec by adequate obligating documents. However, we 
did note that aavaiices valued at $323,331 should be liquidated 
(page 12); accounting and reporting systems of grantees receiving 

AiD fuNUo unacr the family planning projects were weak; control 
of salaries, sulary supplements, bonuses and incentives to
 
Lqgftian project personnel neec-ded improvement; ar.C the Mission 
ha0 not iiiplenentea its policy on salary payuents to ensure that 
the t.ayi.cts were cligible costs (F.age 6). In addition, inventory 
procedure. , and practices needed correction to effect the 
eliicient utiiizatirn o. Al.-.iianceu contraceptivcs (1page 16) 
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C. Other Pertinent Matters
 

1. Funas For hesearch Activities Should Be Used More Effectively
 

AiLjrovideu LL 0,500 ($109,006) to the Population and Family
Planning Board (PFPB) for research activities. The Mission 
provideo the funds on the basis of research proposals presented 
by Pk'b. Mission management of the research funds was less than
 
eiiective. The Mission did 
not perform a review to determine if 
PkPb had the resources to complete the proposed research. AID 
thancbooOK 3 (iroject Assistance) assigns responsibility for 
project implementation planning to the AID project officer. Part 
of the planning Frocess is to outline the requirements for 
resources. As a result of the lack of an adequate review of 
research proiosals, five of the eleven research activities 
financea by Alb were cancelled, one was postponed and five were 
comijleteu. 

PFPL cancelled rcsearch activities due to a shortage of qualified 
staff and the inability of PFPB to develop coordination between
 
the Governorates and itself. These proLlem show the needareas 
for USAID/Egypt to evaluate host country capabilities prior to
 
provicin funis for project activities.
 

INanaement Comments
 

in Lesjcnse to our RAk, UcAlf project personnel advised that they 
are well aware oi. the problems encountered by the PFPB in the 
recruitzent of co,;,ietent research directors because of the low
salaries ofterca and other work commitments by the prospective 
reseaicncrs. iis a resuit, USAi D/.gypt decreased the research 
budget from i464,120 to $286,000 and transferred $178,120 to 
other activities. 

Ollice CL InsEpector General Commients 

As a result of USAIl's action, a forr.' . recommendation is not 
being made.
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AUDIT OF
 
USAI D/EGYPT'S
 

POPULATION AND FAMILY PLANL iNG PROJECTS I AND II
 
PROJECT NOS. 263-0029 AND 263-0144
 

PART III - LXhIBITS AND APPEI1DICES 



EXHIBIT 1
 

FAMILY PLANNING PROJECT
 
No. 263-0029
 

SUMMARY OF IMPORTANT SUB-ACTIVITIES
 

Description of Sub-Activity 


Social LWarketing Program 
Contraceptive Inventory & 

Information 6stev, 
Population Development 

Project 
Family Planning, health 


ana Social Services 

Delivery Project 


1ntegratea Social 

Services Delivery 

Project 


kOH Administrative 

imt~rove u.c n t 

Clinic heireshcr Training 


IUb 'Training 

Family Plajning Training 

Program for house Officers 
Physician Training 

Comprehensive Urban Family 

Pl nning Svrvice in 
Greater Cairo 

El-6alaa Latcrnity 
Hospital 


Sharkeya Al-Azhar 

International Islamic 
Center for Population
 
Studies 

iniotation Lducation & 

Communication 


Training of homen Managers 


Cairo Lemographic Center 

Demographic Data 

Levelopinen t 

Grantee Prime Contractor
 

Family of Future Triton Corporation
 
Egyptian Pharmaceu- Price Waterhouse & Co
 

tical Trading Co.
 
Population & Family
 

Planning Board
 
Governorate of American University
 
Beni-Suef of Cairo; Johns
 

Hopkins University
 
Governorate of Johns Hopkins
 

Menoufia; Ame can University
 
University of Cairo
 

Ministry of health
 

Ministry of Health Social Development
 
Center
 

Ministry of Health
 
Ministry of Health 

Hiyh Institute of One America Inc. 
Public health 
Cairo health 

Orgalization 

Ministry of Health Al Gomhouria 
Construction Co
 

Rageh & Anwar
 
Architects
 

Al Azhar Islamic
 
Center 

State Information Academy for Inter-

Service national Develop

ment; Social Develop
ment Center
 

Alexandria
 
Institutc for trainin;
 
ancO Rese, rch in 
Family P. 2nning 
CAPMAS
 
CAi'DAS 



EXHIBIT 2
 

FAMILY PLANNING PROJECT
 
No. 263-0029
 

FINANCIAL SUMMARY AS OF MAY 31, 1984 

Element 

No. Project Llement Committed Disbursed Unliquidated 

01 Ministry of health $25,756,040 $14,178,814 $11,577,226 

02 

03 

Poiulation & Family 
Planning board 

State Information 

13,804,224 10,894,955 2,909,269 

Service 7,339,998 6,436,905 903,093 

04 Family of the Future 11,214,335 7,763,688 3 50,647 

05 CAPiLAS 703,235 210,319 .2,916 

06 Institutional Training 
& Research 361,848 213,847 148,001 

07 

08 

09 

Cairo Demographic 
Center 

T echnology Transfers 

Private Sector 

501,927 

5,135,861 

138,466 

2,912,663 

363,461 

2,223,198 

Fai;.il/Planninr 3,463 1,443 2,020 

IOTAL $64,820,931 $42,751,100 $22,069,831 

Uncommitted 2,679,069 -0- 2,679,069 

Total Obligation $67,500,000 $42,751,100 $24,748,900 



EXHIBIT 2-a 

FAILY PLANNING PlJTrT 
No. 263-0029 

PRGITML DISBURS 2T Saz-AMY AS Cr MAY 31, 1984 

01 
Ministry 
of Health 

02 
Pop. & Family 
Planning Board 

03 
State Info 
Service 

04 05 
Family 

the Future CAPMAS 

06 
Inst. Trng.
& Res. 

07 
Cairo 

Dernog./Center 

08 
Ted. 

Transfers 

09 
Private Sector 
Fari' ,/Plar.ning =T1AL 

Host Country/Direct 
ContractsConsulting (includingServices) $ 3,730,246 S 584,800 S 754,240 $ -0- $ -0- $ -0- S136,520 $2,358,126 $ -0- $ 7,563,932 
Training 1,918,421 118,132 259,217 18,583 75,161 213,847 -0- 542,074 1,443 3,146,678 
Travel Authorizations 55,149 17,680 1,020 -0- 23,319 -0- 1,946 12,463 -0- 121,577 
Comodity Procurerents 4,444,634 5,235,632 90,893 5,916,077 3,533 -0- -0- -0- -0- 15,690,769 

Activities Financed 
Under Project Implemen"ation Letters 4,030,364 4,938,711 5,321,535 1,829,028 108,306 -0- -0- -0- -0- 16,227,944 

$14,178,814 $10,894,955 $6,436,905 $7,763,688 $ 210,319 $213,847 $138,466 $2,912,663 $1,443 S42,751,1CO 

Source: AID Financial Suwrary Report. 



EXHIBIT 3
 

FAMILY PLANNING PROJECT
 
No. 263-0144
 

FINANCIAL SUMMARY AS OF MLAY 31, 1984
 

Committed Disbursed Unliquidated 

Private/Commercial Sector $ 1,395,000 $ -0- $ 1,395,000 

Intorhation, Education & 
Communication 4,808,149 224,472 4,583,677 

Population Statistics & 
Policy 582,083 -0- 582,083 

Population Intermediate 
& ecnnical Iransfer 

$ 
800,000 

7,585,232 1
-0-

/ $224,472 
800,000 

$ 7,360,760 

Unco11mitted 12,414,768 -0- 12,414,768 

Total Oblir.ated $20,000,000 $224,472 $19,775,528 

I/ 	Funds to be programmed as follows:
 

Contraceptives $1,395,000
 

Host Country/
 
Director Contracts 2,994,232 

PIL's 3,196,000 
$7,585,232 



EXHIBIT 4-a
 

FAMILI PLANNING PROJECT 
No. 263-0144 

REHABILITATION OF EL-GALAA HOSPITAL 
PHASE I BUDGET 

1 

2 

Renovation of ground and first floors 

Addition of two floors to the nursery 

LE 537,284 

school 136,746 

3 Construction of power house and workshops 224,411 

4 Installation ot emergency generator 

ano boiler fuel tanks 58,873 

5 Installation of sewage and sanitation 
facilities 54,510 

6 Temporary buildings consisting of 
kitchens, pharmacy and blood bank 53,918 

7 Aluminium win6ows for 
and first floors 

the ground 
146,115 

8 Faca~e repairs, plastering and 
painting of the entire hospital building 18,774 

9 Demolishing trie morrjue building and 
dismanteling of the existing old kitchen 
ana laundry equipment 7,313 

TOTAL LE1,237,944 

LE = Egyptian Pounds 

(LE.83168 = $1.00) ($1,488,486) 

Source: PIL # 42 dated November 23, 1982. 



EXHIBIT 4-b
 

FAMILY PLANNING PROJECT
 
No. 263-0144
 

REHABILITATION OF EL-GALAA HOSPITAL
 
PHASE II BUDGET
 

(A)
 
1. hospital's electric network 


2. The finishing and decoration
 
of the hospital 


3. Elevator's Room Adjustments 


4. Kitchen, laundry and
 
sterilization installation 


(B)
 

Design contractor fees
 

(C) 

LE 


1. Cost of supplying and installing
 
the medium voltage switch 


2. Cost of supplying and installing
 
the low voltage switchgear 


3. Transforimers 


4. Sound system 


5. Telephone s~steu 


6. Fire alarm system 


7. hosiital clock system 


6. Doctor's paging system 


9. Boilers 


10. Incinerators 


11. Temporary air conditioning 

L,= Lgyptian Pounds 

(LL.blbb = $i.uO) 

766,809 

233,166 

39,519 

200,000 
LE1,239,494 

LE 400,000 

190,000 

115,000 

165,000 

40,000 

55,000 

23,000 

15,000 

20,000 

140,000 

65,000 

50,000 
LE 878,000 

LE2 517 494 

$3.027.000 

Source: PIL 4 42, amendment # 1 dated June 26, 1983. 



EXEBIT 5 

FAMILY PIANNING PFOJ)L 
NO. 263-0029 

ANALYSIS OF CN7TRACEPTIVE INVEIMPCRY LEVELS AT 12 VREHCUSES 
THE EGYPTIAN Pi ARACELTIICAL TTADING CO. (U1C) 

FR34 JAN-UAY fTHFCLX;JULY 1984 

OF 

EPIC Warehouse 

Central 

Alexandria 

Aswan 

Assiyut 

Beni Suef 

Fayoum 

Port Said 

Ismailia 

Suez 

iansura 

Tanta 

Mhalla 

Average 

Balance 

135,568 

2,290 

1,341 

607 

1,065 

1,837 

689 

1,318 

1,024 

4,778 

1,874 

1,495 

Condors l/ 

Number of Months 

of Supply 

52 

16 

323 

4 

45 

67 

28 

41 

93 

27 

78 

50 

Note 

5 

6/ 

5/ 

6/ 

5_/ 

5_ 

5/ 

5/ 

5/ 

5/ 

5 

Neo-Sanrnoons 2/ 

Average Nunber of Months 
Balance of Supply 

185,374 6 

3,652 9 

4,633 24 

3,737 12 

4,189 10 

2,400 350 

930 -0-

5,351 15 

2,210 15 

3,968 4 

4,640 6 

9,435 16 

Note 

6/ 

6/ 

6/ 

5/ 

6/ 

6/ 

6/ 

6/ 

6 

6/ 

Lippes Loop 3/ 
Average Number of Months 
Balance of Supply 

36,066 2 

8,371 14 

3,000 N/A 

3,444 W/A 

2,931 5 

3,000 5 

2,731 N/A 

2,914 N/A 

2,814 244 

2,559 574 

3,686 N/A 

6,403 NA 

Note 

§/ 

6/ 

21 

7/ 

V 

6/ 

7/ 

7/ 

y 

5/ 

7_ 

7/ 

Average 

Balance 

313,320 

1,715 

2,700 

3,635 

1,381 

4,029 

2,548 

3,376 

2,293 

2,583 

5,683 

5,545 

Copper-T 3" 

?Nzber o= Mnths 

of Suu:zly 

39 

2 

N/A 

39 

1-.7 

N/A 

36 

441 

94 

48 

205 

438 

Ncte 

5/ 

6/ 

7/ 

5/ 

5/ 

7-/ 

5/ 

5/ 

5/ 

5/ 

5/ 

5/ 

Notes: 

2/ 
2/ 
3/
4/ 
/ 
b/ 
le 

Boxes of luO units. 
Boxes of 20 units. 
6ingle units.According to EP1IC ana Price V.aterhouse officials, norral stock level is 
warenouses with excessive stock levels. 
iroarehouses with inadequate stock levels. 
Warehouses with little or no changes in inventory levels. 

based on 2 years (24 months) of supply in ending inventory. 
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

CAIRO, EGYPT
 

FEB 25 1985 

FEB 23 Rco 

MEMORANDUM
 

TO: Mr. Harold Gill, RIG/A
 

FROM: 
 Frank B. Kimball, DIR
 

SUBJECT: 
 Draft Audit Report; Family Planning
 
Project 263-0029 and 263-0144
 

Attached 
is the USAID's response to 
the draft audit report
prepared by 
the Population division of 
the Mission.
 

Att: a/s above
 

/
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UNITED STATES GOVERNMENT 

AREPLY TO 
ATM OF, 

s4uJmE 

2/21/1985 

Bernard Wilder, 

Population 

memorandum 

TO Mr. T. J. YvtMahton, AD/M 

Attached is HPDC/POP' s camments 
Projects 263-0029 and 263-0144. 

on the draft Audit Report of Population 

OPTIONAL IONM NO. If 
(RCV, 14101 
*SA FPMN(4CFN) 101,11. 
1111-14 

*V.I. OOWIPIIMI1 P1110G OrflCI I left 0 - II|-Its Ilion) 
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February 20, 1985
 

Subject: Population: Family Planning Projects 263-0029 and 263-0144:
 

USAID/Cairo; Response to Draft Audit Report.
 

This response from USAID is divided into two parts: 
 A. "editorial comment"
 
and, B. "specific comments on recommendations".
 

A. Editorial Comment:
 

1. P. ii, first line should read "Four Government of Egypt agencies etc. 
and the Central Agency for Public Mobilization and Statistics (CAPMAS) 
should be added. A/ 

2. page ii, second paragraph, the termination date for 0029 is September 
30, 1985, not June 30, 1985. Also, the IG may wish to note that as of 
Jan. 30, 1985 a total of $51.7 million has been disbursed. 

3. Page iii, first paragraph, the mission's Project Paper approved by AID/W
 
in April, 1983 did explicitly authorize payments for salaries, bonuses
 
and incentives as local cost reimbursement items.
 

4. Page 3 insert for government of Egypt agencies etc. by adding CAPMAS. 

5. Page 19, it is incorrect to say Othe project had no activity." This 
should be changed to "although the project was active, fiscal reports 
m. . N 

A/ We do not consider CAPMAS a major participar . In the project. 
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B. Audit Recommendations
 

I. Recomnendation No. 1: Seven of 10 implementing agencies have provided
 
data on salary payments as of January 31, 1985. A/
 

2. Recommendation No. 2: Substitute "commitment" for the word
 
"subobligating" (agreed to during 2/7/85 exit conference). B/
 

3. Recommendation No. 3: As discussed in the exit conference, Lhe issue is
 
whether renovation of Al Galaa Hospital isan appropriate use of USAID
 
P/FP funds. 
 In terms of larger AID objectives, particularly those
 
related to improving urban health services, itcould still be determined
 
that continued support for Al Galaa Hospital renovation is indeed
 
justified but from another project account. 
C/
 

4. Recommendation No. 4: USAID regularly had been apprised of the size of
 
the revenue account and other established FOF reporting procedures 
routinely allowed us to monitor their product sales. D/ 

Effective October 28, 1984, we received a 
comprehensive report on the
 
use of the revenue account which we have deemed appropriate and
 
consistent with our revenue agreement. 
Given these facts, it ismy
 
understanding from the exit conference that this recommendation can now
 
be closed.
 

5. Recom;mendation No. 5: requires USAID to liquidate outsta-ig advances
 
of $123,331 and initiate systenatic follow up procedures to insure
 
timely liquidations. The following specific actions have been
 
undertaken to liquidate the questioned advances listed in the draft
 

audit report. E/
 

A/ Reconmendation NIo. 
 3(a) in this final report. 

B/ Recomnendatlon :4o. 3(b) in thin final ruport. 

C/ Recom, 'ndation 'Jo. 4 in thin final rpolt. 

D/ Huconunrd.sioi 5 inth ii final repurt. 

E/ Recortmo i,at ion h . 6 in thit final1 repor . 
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Oustanding 

Advances Payee 

$ 31,204 PFPB-PIL No. 19 USAID has received expenditure 

reports covering about 70% of the 

amount advanced and efforts are 

continuing to receive accountability 

for the balance. 

$168,450 PFPB-PIL No. 21 PFPB ha& informed USAID that 

approximately $150,000 has been 
expended for which vouchers will be 

submitted in the near future. The 

balance will be refunded to USAID. 

$ 98,413 Menoufia Governorate USAID has found an error in 

Sub Grant application of the convcrsion factor 

No. 263-78-G-009 to the amount of pounds advanced. 

The accounting records have been 

adjusted, to reflect the correct 

advance amount of $78,856.99, USAID 

is in contact with Menoufia 

Governorate to either submit expense 

reports or refund the advance. 

$ 25,264 Project Employees USAID has contacted all 25 employees 

who received advances for training 
progra~ns. All travel vouchers are 

expected to be received within a 

month. 
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6. Recommendation No. 6: State Information Service: 
 The narrative should
 

state that since November, 1983 when a new project implementation letter
 

was signed, SIS has adhered to USAID grant provisions regarding
 

operation of an adequate accounting system. On page 22, the narrative
 

also should reflect that beginning November, 1983 consultants have been
 

assigned to SIS by USAID so that they could establish adequate financial
 

recording and reporting systems. F/
 

We accept the requirement to have SIS conform their acounting system to
 

the grant agreement, but it would be impractical to ask them to do this
 

retroactively before November, 1983.
 

On page 23, we question the statement that "there was no personnel
 

policy relating to recruitment of personnel" in SIS, a Governvment of
 

Bgypt agency. The reference to recrui'ent of two managerial staff in
 

fact refers to the recruitment of two consultants and we again assume
 

that under normal GOE personnel procedures, appropriate job descriptions
 

and/or scopes of work were agreed upon. Unless the audit staff have
 

hard information to the contrary, references to this should be deleted.
 

7. Recommendation No. 7: 
It was 3greed in the exit conference that the word
 
"require" would be substitutcd by the the phrase "arrange for." 
 On page
 

25, we question whether you are correct in stating that Neo Sappoons
 

strips are "obsolete or unus.ble." Their shelf-life has not expired and
 

this comodity is routinely .-ing transferred to the Family of the
 

Future for sub:4equent repackaging and sale. Y/
 

Regarding contraceptive corynodltie. anfJ "Exhibit E," it is not clear what unit
 

of quantity is unex in the table or. Condoms. Are they individual pieces or
 

units of 1007
 

F/ Recoruwitd.t ton Ntvo.7 In thin f iil 'uport. 

C/ R cotw..nd-ition ,1o. 8 in thit f' i report. 
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With regard to Copper Ts, it is inappropriate to indicate that in a
 

governorate of several million people e.g. Beni Suef, that 1381 individual
 

IUDs constitute a 137 month supply. Comon sense suggests that a minimum
 

stock level be available inevery governorate regardless of the past history
 

of distribution so that distribution can begin and expand. A typical rural
 

governorate should have at least 4 to 5 thousand IUDs on hand so that as
 

physicians are trained to use them, these devices would be readily available.
 

With regard to EGYDRUG inventories, we can not "require" Egydrug to do
 

anything and ifsome lack of inventory control isthe price we pay for
 

contraceptive distribution, itmay be worth it. Also, each warehouse will
 

never have exactly the inventory itneeds. If one could calculate demand that
 

precisely one wouldn't need any inventory. Ifwe can gradually improve the
 

system and determine for ourselves what an appropriate inventory is,then the
 

recommendation isO.K.
 

Italso does not seem necessary to destroy diaphragms just because there is no
 

jelly. The new National Population Council may order more jelly in the near
 

future.
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Recommendation No. 1 
 3
 

We recommend USAID/Egypt ensure project monitoring

through preparation of reports on site visits and
 
project progress.
 

Recommendation No. 2 
 5
 

We recommend USAID/Egypt have the Ministry of
 
Health establish sufficient staff to ensure the
 
achievement of project objectives.
 

Recommendation No. 3 
 6
 

We recommend that USAID/Egypt:
 

a. 	obtain the data requested from cooperating

Egyptian agencies on AID-funded payments to
 
personnel to determine their eligibility under
 
Mission Order No. 3-10; and
 

b. 	review and revise where necessa-y, project

obligating and commitment documents to ensure
 
payments to Egyptian project personnel are
 
explicitly authorized.
 

Recommendation No. 4 
 8
 

We recommend USAID/Egypt review the renovation and
 
construction of El-Galaa Maternity Hospital and
 
determine if AID funding is justified, and if not
 
justified, suspend future provision of funds from
 
its 	Population and Family Planning projects.
 

Recommendation No. 5 
 10
 

We recommend that USAID/Egypt:
 

a. 	obtain from the Family of the Future financial
 
reports recuired by its revenue agreement; and
 

b. 	evaluate the accountability for 3ales proceeds

and the propriety of expenditu es associated
 
with the Family ot Future;
 

c. 	request refund for all unallowable
 
expenditures of local currency.
 

7! 
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Recommendation 14o. 6 12 

We recoatiend U.AID/LSgyt liquidate outstanding 
project advances valued 
systematic tollow-up to 

at $323,331 and, initiate 
insure timely liquidation 

of outstanding advances. 

Recona.orenuation No. 7 14 

We recommend USAID/Egypt have the State 
Iniormation Service contorm its accounting system 
to the grant agreement provision. 

Rocogimendation No. 8 16 

tie recommend USAID/Egypt arrange for the Egyptian 
Pharmaceutical Trading Company to adjust their 
inventories to appropriate stock levels and 
disi.ose ot trie out-ot-date contraceptives. 
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Report Distribution
 

No. of Copies
 

Mission Director, USAID/Egypt 
 5
 

Assistant Administrator, Bureau For Near East 
 5
 

Office Of Egypt Affairs 1
 

Audit Liaison Office (AA/NE) 1
 

Assistant To The Administrator For External
 
Affairs (XA) 
 1 

Office Of Legislative Affairs (LEG) I 

General Counsel (GC) 1 

Assistant To The Administrator For Management 

Office Of Financial Management (M/FM/ASD) 2
 

Giice Ot Population (&&T/POP) 1
 

Center For Development Information And
 
Evaluation (PkC/CDiL) 
 3
 

Inspector General 
 i
 

Assistant Inspector General For Audit (AIG/A) 1
 

Office Of Policy, Plans And Programs (IG/PPP) 1
 

Executive Manatement Staff (IG/EMS) 12
 

Assistant Inspector General For Investigations
 
And Inspectirns (AIG/II/W) 1
 

Regional Inspector General For Investigations
 
And Inspections/Cairo (RIG/II/C) 
 1
 

RIG/A/Dakar 
 1
 
RIG/A/Rarachi 
 1
 
RIG/A/Latin America 
 1
 
R1u/Ai/Manila 1
 
RIG/A/14airobi 
 1 
Rba/h/1aash irig ton 1 


