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EXECUTIVE SUMMARY

The Regional Inspector General for Audit in Cairo (RIG/A/C) made
an auait of AID's $170.1 million Population and Family Planning
projects in Egypt to determine if family planning purposes were
achieved, ana if the projects were in compliance with the grant
agreements ana AID regulations. The audit was performed at the
request of USAIL/Egypt. USAID/Egypt signed project aygreement No.
263-0029 on September 30, 1977, a grant of $67.5 million for
contraceptives, technical services, training programs and the
renovation ana construction of a maternity hospital. On June 30,
1983, USAIDL/Eyypt signed project grant agreement (No. 263-0144)
to continue work started under project No. 263-0029. AID
obligateu $2u nrillion under this grant with planned 1life o:
project exrenditures of $102.6 million. The GOE agreed to
contritute $117.5 million equivalent Egyptien Pounds in sugport
of the projects for personnel, logistic support and clinic
operation costs. As of lMay 31, 1964, AID disbursements were $42.6
million.

The GCE has had little success in reducing population growth. The
GOL's goal was to reduce the population growth rate from 20.6 per
thousana in 1973 to 10.6 per thoucand population ky 1982. The
rate for 1962 was 206.9 per thousand population.

Projcct management and monitorcship has suffercd from the lack of
proyress ana site visit reports. AID Handbook 3 noted that these
reports are important in  monitoring project activities.
USALL/Lyypt should requirc these reports.

Ihe Liinistry of Health has not provided the staff required by the
grant agreement. The lack of staff adversely affected -
inplementation ot the groject. USAID/Egypt should have the
iMinistry provide the required staff.

Uskll/Lyypt needed to implement its policy on the payment of
salaries, bonuscs and incentives to Egyptian project fpersonnel.
The policy required that these payments be made only in
exceptional cascs ot overwhelming need and only with the Miscion
Dircctor's explicit approval. We found that USAlD/roypt had paid
over $700,00U0 for scalaries, bonuses &nd incentives that were not
explicitly approved by the Director. USAID project officials did
not know either the amounts of salaries, bonuses and incentives
paid or who hau receivea paymerts. This information was requested
by USALID. USAlDL/Lgypt should review the data when supplied by the
ayencies to cuetermine if the payments werz cligible for
reimbursement.



AlL comnitted $4.5 million to the construction and renovation of
a maternity hospital. The project design provided for family
planning activities to be carried out by the hospital. We found
that these activities had not materialized. USAID project
oificials shoulc determine it adaitional funéing of the hospital
is justifiead.

Tne Fumily of the Future, one of the four major kgyptian agencies
receiving AlL project funds, did not report to USAID on the use
of &1.3 willion generated by  the sale of AID-financed
contraceptives as required by their agreement with USAID/Egypt.
The liission should scek a complete accounting of the funds.

USAID/Egypt needs to 1liquidate $323,000 of project advances
outstanaing from one to four years and establish a monitoring
system to ensurec timely liquication of advances.

Tue State 1nformation Service (S1S), another of the four major
Egyptian agencies responsible for groject implementation, did not
estarlich accounting controls over AID funds as prescribed by the
grant agrecment. AIL provided LE5.5 million ($6.6 million) to SIS
to cover coperating costs relatea to family planning activities,
Invoicces, receipts ana vouchers were neither properly filed nor
indcxed ana cross-refercenced to cash journals. Expenditures were
not properly recordcd or substantiated. The USAID should have the
State Information Service establish the a&accounting controls
requireca by the grant agrcenent.

The Tgyptian Pharmaceuticecl Trading Company (EPTC) is the
Governwent of hgypt's rccipient for AlD-financed contraceptives.
Eric's inventeory included out-dated stocks, and stock levels at
their  warchouscs were both  over and under requirements.
Ubhlu/bgyrt shoula reguire the Lgyptian Pharmaceutical Trading
Company to adajust inventories to actual reguirements and
elininate out-uatea stccks.
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PAKT I - INTRODUCTION

A. Background

On September 30, 1977, USAIL/Egypt signed a grant agreement with
the Government of Egypt (GOE) to finance the Family Planning
Froject nc. 263-0023. The purpose of the project was to
strengthen ana expandé nationwide family planning service systems
in order to make such scrvices available to, and utilized by,
marriea couples of reproductive age. This was to be accomplished
by fproviding funads to: (a) support activities for the
aistribution ana utilization of contraceptives, training,
intormation, education and communications; ana (b) develor an
integrated social services delivery system which would provide
health, family planning and social welfare services to the
community. The Eproject is scheduled for completion on September
30, 1985,

boall/kgypt initially obligatea $4 million for the project. Four
amenaments to the grant agreement were made between 1978 and 1981
increcasing tne total okligations to $67.5 million.

USAlL/Lgypt f[inanced commodities and sponsored participant
treining programs for Egyptian fproject personnel. 1In addition,
AIL funued the services of U.S. and Egyptian contractors under
nost country and direct contracts to provide technical
assistance, implement training programs, conduct research and
periorn management aavisory services. A summary of the principal
sub-activities is presented in Exhibit 1.

In Jdune 1903, USAID/Egypt signed another grant agreement with the
GOL to imglement the second pnase of its family planning program
(Froject No. 263-0144). Expenditures were authorized at $102.6
million ot which $20 million was obligated. The p.oject purpose
was to support the GOL efforts to strengthen and expand Egypt's
population and family planning activities among married cougples
of reproauctive age. The project assistance completion date 1is
May 31, 156&8.

With the second agreement, AID's commitment tn nropulation and
family planning activities in Ekgypt totaled $170.1 million. Of
this total USAIL had obligatea $87.5 million and at May 31, 1984;
disbursements were $43 million. A summary of project obligations
ana disbursements for both projects is presented in Exhibits 2
ana 3.



Three Governaent of Egypt agencies anag onc Egygptian private
sector organization were primarily responsible for implementina
the various project activities. The GOL entities were: the
lMinistry ot Health (MOH); State Information Service (SIS); and
the ropulation and Family Planning Boara (PFFB). The private
scctor organization was the Family of the Future (FCF). The MNOH
is responsible for coordinating overall project implementation in
cooperation with other ministries, agencies and institttions.

The agrecd GOE contribution to the project included Egyptian
Pounds equivalent to $54.5 million under the initial grant
agreement anc $03 million under the seccond; a total of $117.5
million. GOE funds were to finance the cost of personnel,
loyistic supgort and clinical operations.

B. Audit Objcctives And Scope

The auGit wae perfornea at the request of USAID/Egypt. The
objectives of our audit were to determine if the family planning
projects were bLeing implemented; echieving their purpose; and if
the projects were operatea in  compliance with the grant
ayrecments and  AID regqulations. Specilic  audit  objectives
includca revicws of the payment of bonuses and incentives to GOL
project  officiale;  wveriiication of management controls  over
¢rocurcient, storage ana distribution of $15.7 mwillion of
AlL-linancca conioaities; ana an andlysis of financiel controls
over local currency project expenditures totaling arproxinately
$lz niliion at the State Information Service and the Population
ana rainily  Flanning  boarda. Additionally, we reviewed @ the
provivion of 44.5 million for cxtension and renovation of a
maternity hospital in Cairo and the MOi's project stvaffing and
ceorauination,

We exalincd USAIL/Lgypt financial and project records, rcgorts,
ana correspondence and interviewea project personnel. During site
visits, we revicwed GOE ana FOF financial, project and inventory
recoras in Cairo and at six governorates. We also held
discuscions with project staff., Our audit was concucted from June
17 through Novenber 30, 1984 and covered project activities from
April 1v79 thrcugh bay 31, 1984. There was one previous audait of
the project. (Sce Audit keport No. 6-263-80-1 aeted October 30,
197%.) All reconmendations in that report were closcd,

The audit was performed in  accordance with the Comptroller
General's Stanaards for Audit of Governnental Organizations,
Prograne, Activities and Functions and included such tests of the
project activitics, recorés ana internal centrelc 25 congcidercd
necessaty in the circumstances.
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PART IJ - RESUL1S OF AUDIT

A. Findings Ana Recommendations

1., Project managencnt And USAIL Lionitorship Need Improvement

The goal of the GOL fawrily planning activities is to
substantially reduce population growth., Statistics show however
that the GO hes hud little success in reducing the population
growth rate. The nmultifaceted nature of the assistance provided
ana the nurber of agencies involved stretched the capability of
the USALL/Lgypt project staff in dirccting project
liylementation, and  monitoring and assisting the projects!
progress., Site visits andéd progress reports are mentioned as
inportant elcients ol project monitoring in Handbock 3 (Project
Assistance). dowever, lack of subgrantee progress reports and
failure to accument the findings cf site visits by USAID/Egypt
project officials resultea in ineffective monitoring of subgrant
activiticen. Conscequently, USAlL/Egypt aid not have information to
identify implecmentation problems and initiatc corrective action
on proplcuws hampering groject implementation and success.,

“the GOL ten-year plan on population formulated in 1972, set an
objective of reducing the population growth rate from 20.6 per
thousana gopulation in 1973 to 10.6 per thousanda population in
lvosz. 1ne actuual propulation growth rate for 1582 was 26.9 [feor
thousand population.

Currently, Egypt hac 47 million people and adcde one million every
eight months. 1he population growth will not decline in the near
futvere because 43 percent of the population is under age 15 and
soon will nove into pea¢ childbearing years.

Reconmernoation No, 1

We recommené  USAID/Egypt ensure project monitoring through
preparation ot reports on site visits and project progress.

Discucsion

e reviewcu Eroject files for si» project suharctivities., Our
findings are summarized below.



Site Visit
inception Frequency of Reports Reports  Reports by

Project Activity of Activity Progress Reports Required Submitted USKRID/E
(as of October 1984)
Clinic Refresher Training May 1981 Quarterly 13 3 None

Comprehensive Urban
Family Flanning Service
in Greater Cairo February 1983 Quarterly 6 4 None

IUL Training Program May 1980 Quarterly 17 3 1
Snarkeya Al-aAzhar
International Center

for Population Stuaies April 1961 Quarterly 13 5 None

Denographic Data
Develoaent * June 1962 Quarterly 36 7 None

Al Galaa Maternity
Hospital toverber 1962 Quarterly

RN
1 NI

i w
0 o=

]

* 1b.re arc four separate activitiecs under this sub-grant, each of which regquires
a [TOYress rejort.

ihe sucyrantoes dia not suumit progress reports to AlL on a quarterly basis. In
aoaition, the 25 reports subnittcd did not provide adequate information about the
rroject status nor laentify preblers for corrcctive action., USAIL/Tqaypt officials
were aware of the failure by subgrant recipients to submit timely progress reports,
ana, in nectinge ana giscuscicns with the sulgrantees, had reguested then scveral
tines to proviae the reports. However, the subgrentces did not comply with
Uonil/bgypt's regyuest,

hanayenient Connents

USALL/Lgypt responded that site visits have been made but not dccurented, and
inedequate Ok staffing resulted in the limited nunber of progress  reports
sucadtted. Ine project officer stated that there were ncre comprehensive files of
proyress and site vigit reports on larger activities such as Fauil, of the Future
and the Populaticn ana bamily Planning Roard.

Office Of Incpector General Coments

LSALD/ L4yt manasenent agreea with the neced to monitor groject activities. Project
nanagenent agreea to prepare site vicit reports, and require suborentees to submit
pFogect progress reports on & current bacis. bBascd on USAIL nanagenent's actions to
correct. thic wonitoring problem, our reconsmendation will Le closed upon istsue of
s auuit report, Corrcective actions taken by USALD/Lgypt will be monitored
through 1v followup on closcd recominencations.
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2. ke linistry Of Health (MOH) Should Increasc Project Staff

The mCH necds to improve project management Ly establishing a
core of professional staff to coordinate family planning
activities. Altnough requirca by tne project grant agreement the
MOH had not establishea & sufficient number of professional and
adminictrative positions to achieve Fproject objectives. While
sympathetic to USAID/Egypt's request to increase staff, the
Ministry of health had done little.

Reconnicencation No. 2

We recoamend USAID/Egypt have the Ministry of Health provide
sufficient statf to cnsure the achievement of project objectives.

bLiscussion

Sectien 5.2 of the projcct grant agrecment signed in September
1977 reqguired the PMNOH to establish by September 1980 an
appropriate numwer of proicssional ana administrative positions
1n oracr to achicve projcct objcctives. The project paper stated
that the w04 was to recruit, trein  and assign  full-timce
profescicnal ana administrative personnel to these positions. As
oL hoveabor 15, 1964, CH  had not recruited the necessary
professional ctaff., The current MOU full-tiie staff rcsponsiblc
for AlbL-funced  family planning  activities consists  of  two
profecaionale, one consultant, tvo cngineers, and sin
aaminisirative enc clerical personncl. There was ne full-tine
profescional  staff  at  the governorates to coordinate family
planning activitice. hccoraing to USAh1DL/Lgyet project officials,
the current mCh staffing was inadequate. In their opinion, a core
stall ©L up te le full-tine proicccicrnals and a fanily planning
specialist at cuch of hgypt's 206 governoratss was reguirca to
eticctively cooruinate ana manage the family planning program.

Hanagcment Conmnents

In response to our kecord of Audit Fkinding (RAF), USAID/Egypt
statea that in the secona crant agrcement No. 263-0144 dated June
30, 1943 Lctween the Ninistry of Health and AID, a condition
precedent  (C¥)  to dishursenent required the 2" to provide
evisence that adeguate staft wac available to aadminister the
expandca fanily planning program. Also, funds for the Rural
Family tlanriny carpaign would not be relcased until action haad
been taken by the MOl to relieve the staffing problem.

Gitice Gf Incpcctor Genelal Coments
fne conaiticn prececdent attecting oishurcenent of funds to the
MUK ana USAIL's decision not to disburse additional funds until
tne statling probles is reculvea fully mects the intent of our
reconmencation. based on the action taken, the recommendation
will Lo closcu upoun issuce ot thio aualt report,

-5 -
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3. Control Ct Salaries, Salary Supplenments, Bonuscs And
Incentives Wo kyyptian Project Personncl Neecs Improvement

USALL/bgyyt's ofticial policy required that the Lirector approve
in writing all AlL-financed pavments to Egyptians for salaries,
salary supplencnts, bonuses anda incentives unless said payments
were explicitly made cligible by obligating or commitment
accunents. we found tnat tne Director had not approved in writing
Payrnents for these purposes and the payment details were not
describea in the obligating and comnmitment documents. USALD was
not aware of either the amounts paid or who had received
payments. Tnis information had not been provided by the Egyptian
agencies involvea with the project.

Recommenaation oo 3

We recommena tnat USAIL/Lyypts

4. oObtain thc data reguestea from coogerating Lgyptian agencies
on AlD-[undeca payments to personncl to determine their
eligibility unaer Lission Crder No. 3-1U; and

b. revicw and revisce where necessary, project obligating and
commitment cocuments to ensurce payments to Lgyptian project
Eersonnel are explicitly authorized.

Liscugsion

UbAhll/Lyypt liigssion Oraer No. 3-10 Gated December 14, 1978
entitlca "Guiaclines for Use of AlD Appropriatcd Dollars and
USG-Ownea  Lyyotian  kounds for Local Currency Costs" provided
yuicance for payments to personncl of coopcrating Egyptian
entitics. 'lhe hission Order precluded payments to rersonncl of
cooperating hkoyptian centitics excopt in cases of overwnelining
neecessilty.  Yne  USALL  Director must approve in vriting all
exceptions unles: the payments had been explicitly made eligible
by the relevant otligating or comimitment dacument.

USALD/bgypt persennel aqvised that MO 3-10 had been complicd with
when tne USALD Dircctor signed the obligating and commitment
Gocuments authorizing the expenditure of project funds. However,
obligaling ana commsitment project agrecnents werc not explicit in
regard to paymnents made to personnel of  cooperating Egyptian
entitics.  The  docunuents  proviaed  buagets  with  line  item
acoeriptions. Anounts for salarics, salary supplements, bonuses
ana  incentives were ouried in line items such as "media" or
"trainiag".

In Jdunc 1%b4, WSAlDL/Lgyit reyueste 12 fprLoject subgrantees to
proviae information on payments naide out of AID funds for
ularicu, bonunes ana incentives during the period Januarv 1,
1463 to tarch 31, 1984, The informauion reqguested was the names



of the recipients and amounts paid. Only four subgrantces had
responaca by the end of our audit. Although USALID/Egypt mailed a
scconu reyuest on September 12, 1984, no turther information was
received.

We visitcu two GOE entities who expendca $12 million of AID grant
funds, the Fopulation ana Family Planning Board (PFPB) and the
State Information Service (81S), in order to detern’ne the amount
ana validity of bonuses and incentives paid by these entities.

The PFPE accounting recoras were under the control of the GOE's
Central Agency for Auditing, and the records were not available
to us at the time of our review. From project inception
(September 1960) through Junce 1984 salary supplements, bonuses
ana incentives totaling LES06,000 ($612,000) were paid to PFPR
personnel responsible for implementing the Population and
Developuwent rroject (FLP). Fiscal reports subnmitted by PFEB to
USALL/byypt dia not providae names or job descriptions or the
amounts paiu to  the  inaividuals who receiveg bonuses  and
incentives.

Freno  lNovenber 1963 through June 1934, SIS [rsid LE92,400
($111,500) to Egyptian  radie  and television chiefs who
aistributed the amounts to Frogram perconnel. Fiscal reports
sutbmittea to USAID/Lceypt by S1S did not provide details of thesc
Frylments, The Slo reporte summarizea all payments to rpersonnel
under the line itoin "nedia"

Hanagcient Comments

ULhin/Lyypl oicicialse reported that seven of the Llen inplementing
agencics have providoca data on salary payments, and that becsuce
the lists were veluwmincus it would take months to cdetermine if
payments were eligible. Also, fucure cobligating and commitment
gocuments would be wore explicit  in respect Lo payrnents to
Lyyptian personnel.

Otfice Ot Inspcctor Gencral Comments

we  agrece  thet it will  take  time to resolve the problems
assocliated with payments of salaries, bonuses, and incentives to
Eyypltian prcject manaserent. however, the recomnmendation cannot
be closeu until corrcctive actions are initiated.



4. Froject Financial Assistance To A Maternity Hospital Is HNot
kelatca 10 Froject Purpocse

The project earmarkca §$4.5 million tfor the renovation and
construction of & maternity hospital. The AlDl-financed facilities
were not usea for famlliy plenning activities. As pointed out in
AID Hanapbook 3 (Froject Assistance), project outputs nust show a
airect relationship with a project ©purpose. The hosgital
tacilities, a fproject output, do not have the required direct
linkagye to family gplanning activities. AIL funds were used to
rencvace ana construct hospital facilities which are not related
to the acconmplisnnent ot project obicctives.

kecommendation ho. 4

We recounena USAIL/BEYyEt review the renovation and construction
of Lkl-Galaa maternity Hospital and determine if AID funding is
justiticea, anu Jf noct jJustilfieu, suspend future provision of
funus {rom its Population and Family Planning projects.

Discuzsion

In tne Gevelopment of a project, AID Handabook 3 states that a
project designer must ensure that resource inputs will produce
outj.uts tnat ore alrectly related to the achicvement of the
project purpocce. The project purpose, in  this case, was Lo
strengthen @ functioniny nationwide family planning system. ALL
AIL outputs should be directly related to the achievement of the
roject's purnonc,

Tne initial Jogyical frawcwork preparcs in FY 1977 statea that ALD
funas would be uscda to provide architect and engincering services
ana to offset cocts associatea with the renovation of f£1-Galaa
Matcrnity hospital. The iwproved facilities at the hospital wvere
to bce used for training fanily planning weorhers. A review of the
renovalion work perforimed at the hospital showed thal the
facilities renovated will not assist in the achievement of the
project's purposc.

The buogets for the renovation of El-Galaa Matcernity Hospital
were cstablished in Project Implementation Letter (P1L) MNo. 42
ana its amcnuient (Sce Lkxhibit 4). A review of the line itewms of
the budget showed that funds were provided for the construction
and renovation of the hospital anu a nursery school; nothing is
mentionca concerning specific family planning facilities. On a
visit to tihe hospital we found thot the renovation work perforned
was in arcas not related to family planning activities. For
exaliple, Lhe ground anu  first floors of the ma.n hospital
builuing are to be used tu accommoaate hospital staff and provide
sgace Jor a launary and kitchen., In addition, two floors were
audcu to a hospital building [or a day-care center for children
oL working motuers.,
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P1L No. 42 groviaed $4.5 willion for the renovation and
construction of kEl-Galaa Maternity Hospital. USAID/Lgypt plans to
provice an acditional $7.5 million to the hecpital for additional
construction. We believe USAID/Egypt management cshould review the
hospital's linkaye tec family planning activities before providing
the adgaitional funds.

Hanayeient Cosdients

UsAlL/Egypt managenent agreed that the use of Population and
Family Planning Project funds Lo renovate the Al Galaa Hospital
is  gquestionable. Alsc in  terms of larger AlDb objectives,
particularly those related to improving urban health services, it
coula stil) be dGeterminca that continued support for Al Galaa
Hospital rcerovation is indeedé justified but from another project
account,

Office O1 Inspcector Genercl Conments

wC agree that USAID/Lgypt should determine if continued support
) p gt : 1S
for Al Galaa lhospital should come from another project account.



5. The ramily Of The Futurce Had Not Complied With The keporting
Reguirecients Of 1ts kevenue Agqrecment With USAID/Lgvpt

The Fanily of the Future (FOF) generated an income ot Lk1,538,544
($1,850,000) from the sale of AIG-funded contraceptives from
Octcier 1%bu through Junc 19&4. Expenditures totalling LE483,167
(b560,000) were used to pay bonuses and incentives to FOF
rersonnel, to purchose vehicles, ana to pay for FOF orcrational
ana proyrai. costs. The Family of the Future (FOF) dié not report
to AIL revenues seneratea from the sale of AlD-funded
contraceptives ana  the erxpenditures incurred therefrom as
regurrea by lue terns ot its revenue agreement with USAKID/FEgypt.
Sh1L/byypt  had not  requested these reports from the FOF,
USALL/Egyt was therciore unable to mncnitcr the generation of
sales procecds or to evaluate the propriety of the expenditures.,

Reconmwcnoation No. 5

We rcecommend that USATID/Egypt:

a. obtain from the Family of the Future financial rerorts
requirca by its revenue agrcement;

b, ecvaluate the accountebility for sales procceds and the
propriety ot expenditures associated with the Family of
Friure; ana

€. rcgyucst refuna for all unallowable expenditures of 1local
currcncy.

Discucsion

A TOVCRUC agrcement was siynca betwcecern USAIC/Lgypt and FGF  on
January 23, 1964. ‘Ihc agreement estahblished procedures for the
use o¢f «ll rcevenues gencretea from sales of contraceptives
aonatcu by USAHLID to the FOF. The agrecment which was retroactive
to encompass all funas gencrated, stated that the FPOF should
report to AID on & quarterly basis the status of the revenue
account. Yhc regort should incluce: (a) cumulative and gquarterly
revenucs;  (b) quarterly ecxpenditures; (c) the balance in  the
revenue account; and (a) projcctions of revenues and expenditures
for the mnext quarter. It was the intent of the agrecment that
revenucs  should be utilized by the FOF  for operational and
proyramratic cxpenditures consistent with the USAID family
planning projects.

The Fanily of the Future (FGF) generated an income of LE1,538,544
($1,650,000) frow the sale of Alu-funded coniiaceptives from
Uctoncr 19cu through Junc 1%¢4. bxpenditures totalling LLL483,167
($560,000) werc usecd to piy bonuscs and incentives to FOF
personnel, to putchase venicivs, ana to pay for FOF cperational
ana proyrali costs.
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As of Cctober 15, 1984, FO¥ had not submitted reports to
USAID/Egypt on the status of the revenue account. Consequently,
UsAlu/ngypt was unable to determine that the income was utilized
by the FOF to promote the AID-funded family planning projects.

Manageient Comments

Usk1b/Egypt statea that The Family of the Future had provided on
October 2&, 1Y64, a comprchensive report which was dcemed
appropriate ana consistent with the agreement on the use of the
revcnue,

Office Of lnspector CGeneral Comments

Our recommendation focusea on the nceé for USAIL/EgyEt to obtain
the financial data from the Family of the Future on the
gencration oif revenucs frek contraceptive sales and to determine
the propricty of the expenditures associated with those revenues.
USALL shoulu review the financial data provided by the Family of
the ruture and evaluate the propriety of the expenditures.,



6. Advances . hNeecd To bBe Liguidatea

Caeti aavances totaliny $323,331 were outstanding for periods
ranging from one to four years. USAID/Egypt did not have a
systematic means to ensure that outstandaing project advances were
liguidated ac requirea by AID regulations which require prompt
liguidgation of auvances, '“he failurc of USAID/Egypt to recover
twenty-cight aavances totaling $323,331 resulted in idle project
funas ana interest cost to the U.S. Treasury.

kecommendation No. b

We 1ecommena USAIL/Lgypt liquidate outstandaing project advances
valued at $323,331, ana initiate systematic follow-up to ensure
timely liguidation of outstanaing aavances,

biscussion

AllL  hanabook 19 (Financial Management) anad US Treasury
reyulations require follow-ug and liquidation of ouvtstanding
auvances. Upon teriinaticn of the project activity for which an
aavance was issuecd, cognizant AID officials are requirea to
promptly notify the USAlL billing office to scek a rcfund of the
outstanding receivable by issuing a bill for collection.

Project advances are currently mainteined by USAID/Lcypt on its
lilssion Accounting and Control System (MACS). This information
was availavle to all preject officers, but was not used to
liquidate overduc advances.

ine taoie below shows the status of project advances.

Number of Amount
Payees Advances Cutstanding
Forulation ana Fanily Planning
Boara (¢rvB) - PLIL No. 19 1 $ 31,204
- PIL No. 21 1 168,450
Menoufia Governoratce - Sub-Grant
wo. 263-76-G=-00Y 1 96,413
Project cuployecs sponsorca by AlL
for draining Frograrms 25 25,264
Total 28 $323,331
=3 t-2-2-F-¥-% %}

Advances to PFPBE under Projcct Impler :ntation Letter (PIL) No. 19
were tor the hesources for Awarcnc .s of Population Impact on
Development (kAPID) project. USAID/. jypt files showed that an
anount of $31,204 had bcen outstanding since January 1983, Fiscal
reports were not submitted by PFPB, and USAID/Egypt had not



followed~up on the status of this advance. Subsequent to the
comgpletion of our audit work USAID received an expenditure report
from PrPB liguidating a larye portion of the aavance,

Aavances to PFPB under FIL No. 21 were made for the Population
Deveclopnent Project (FDP). The first phase of this activity
started in August 1980 and terminated on July 31, 1982, An amount
of $16u,450 had been outstanuinyg since June 1982, On June 22,
1562, USAIDL/Lyypt providea adaitional funding to PFFB to finance
the ecccona phase of the PLP ectivity. USAIL/Egypt failed to
rccover the outstandinyg balance of $168,450 which related to the
first phase.

havances to the Goverrnorate of llenoufia were made under a
subgrant for the Integrated Social Services Delivery (ISSD)
project initiated on August 31, 1961, When the subgrant expired
in nMarch 1983, USAID accounting records showed an outstanding
balance ot $vb5,413. Again USAID/Lgypt had not followed-up on the
status of the outstanding amount or requesteda a refund from the
yrantce.

Twenty-five travel advances totaling $25,264 were outstanding for
periods ranginy from two to four years. The advances were made to
GOL  prcject  personncl  for participant training [programs.
USAl1D/Lgypt project officials told us that despite several
rcrminacrs from AlD, travel vouchers werce not submitted by the
trainces to liquidatc the advances.

Prompt liqguicdation oL advances would ensure Dbetter cash
managenent ana releasc idle funds for project activities.

hahdayewentl Comnments

USALD/LgyEt managenent concurrea in this recommendation and has
actions underway to liquidate outstanding advances (See Appendix
1l).

Office Of Inspcctor General Comments

USAIDL management's actions to liquidate outstanding advances Have
alreaday startcd, but additional actions are needed co establish a
systematic followugp to ensure better cash management of project
funds. The rccommendation will be closed upon completion of
UsAlL/Lyypt's actions.



7. Yhe State 1Iniormation Service Needs To Account For Project
Expenaitures

The State Inforuwation Service (SIS) had not established
accounting ana administrative controls over AID funds from
inception (1979) to 198> as required by the project grant
agreement ana implementation letters. An S1S official advised
that the conuition resuitcu from a lack of instructions from
USAIL/Egypt on financial and reporting obligations. As a result,
documentary support such as invoices, receipts and vcuchers were
not filed, indexea and cross-referenced to the cash journal., In
aaaition, expenaliturces were not properly recordaed or
substantiatead.

keconmenaation No., 7

We¢  recommena USAID/Lgypt have the State Information Service
conform its uccountiny syster to the grant agreement provision.

Discussion

he projecct grant agrecment and implcmentation letters required
515 to maintain kooks, records, documents and other evidence to
substantiate projcct  exgpenaitures., AID  guidelines required
roject officers to monitor the use of AID funds in order to
ensure that cxpenailures were being made in accordance with AID
regulations and that cormmodities ana services were properly
procureca, deliverca andg usea.

At the rcquest of the prcject officer, the Micsion's Office of
Financial hanagcnent reviewed the grantees' accounting and
repcrting systemns. As a result of that review the USRAID/igygpt
hssociate Lirector for Financial Management alerted the Mission
Lirector to weaknesses in the accounting and reporting systems of
population project grantees. Subsequently, a consultant was
assignea to assist S1S$ in the establishment of financial records.

An S5IS official stateda that he was not properly instructed by
USA1D/bkgypt about SIS financial anu rcporting okbligations under
the grant agreerment. In his opinion, proper accounting records
coula have been mnaintainca ana adequate accounting controls
established had he received proper guidance from USAID during the
initial phase of the project.

Wwe founa the followiny weaknesses 1in the financial records
maintainea by SIS:

o Petty cash rccoras were not me intained during 1979 and
196U. A petty cash book was ¢:t up in 1981. However,
nc procedures for replenishmo nt of cash funas were
established, and cash on-hand was not reconciled to
the petty cach records on a regular basis.
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o From 1979 through August 1963, 8IS did not hdve
inventory recoras for Alb-financed commodities.
Recoras wecre established in September 1983, but
recoras werc not established for commocities procured
prior to August 1983.

o There were no authorized time zheets, written
supervisory approvals or other payroll documents
available to substantiate overtime payments to SIS
personnel.

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

lnaaegyuate accounting recoras, poor internal controls and lack of
USAID/Lgypt monitoring resulted in expenditures which were not
properly recoracua or suvstantiated ‘according to the grant
ayreenent grovisions.

bahayclent Corments

UGALL/byy)t concurrca with the rcconmendation but stated that it
wao impractical to conforin S1S's accounting system to the grant
agrecncnut prevision retrcactively before November 1983,

Cffice Gf lnspector General Comments

USAlL/Lgypt shoulau address the problem areas cited in the report
ana in particular the lack of an inventory for AID-financed
commoditics.,



8. Inventory PFrocedures And Practices Should Be Corrected

The Lgyptian Pnarmaceutical Trading Company (EPTC), should
imgrove its inventory procedures ana practices for AID-financed
contraccptives. EFIC hau not dispousea of obsclete contraceptives
valuca at $144,376 nor correctea overages and shortages of stocks
at tncir reyional warchouscs. Corrective action should be taken
to ensure effective use of project commodities as prescribed by
AlL hancpook 15 (AlL-financea Cornmiocdities).

Recoumendation No. 8

We reccolmena USAID/Lgygt arrange for the Egyptian Pharmaceutical
Trading Company to adjust their inventories to appropriate stock
levels and dispose of the out-of-date contraceptives,

Discussion

AID 1eyulations (Handwook 15, Chagpter 12) specity that the
grantee must ensure that commodities financed wunder project
agreencnts be eflectively usea for the purpose for which the
assistance was made available. AID monitoring responsibilities
incluuc a revicew of project inventory reports to determine the
effective use of Alb-financed commodities, and if they are
unusable, to arrange for their disposal or transfer to other
projects.,

Contraceptives With Expircea Shelf Lifeg

the followiny table illustrates the obsolete and unusable
contraccptives founa at the EPTC's central warehouse.

Numcer of Contracegptives

Contraceptive Obsolete or Unusable Value
Lippes Loogs 4,900 $ 1,862
Diaphragms/Jelly Tubes 29,772 86,635
Neo Sampoon Strips 829,446 55,€81

$144,378

In May 1963, USAID signed a $561,000 contract with a U.S.
managcment consulting firm, Price Waterhicuse & Co., to deveclop a
nationwide contraceptive information and inventory system (CII1S).
The system was to ccllect data on inventory levels and
contraceptive movements at the central and regional warehouses
anc precauce nontnly management reporrts,

we reviewea the CI1S monthly repor s from January through July
lvb4, ana we analyzcu the movements of four AlD-donated
contraceptive items. A 24-month supply of contraceptives is
consicereu an adequate inventory by Price Waterhouse & Co. and
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EP1C. we founa that althougyh the reports identified warchouses
with cxcessive or inadequate stock levels and those with slow
moving inventorics, EFiC failcd to take aclion to redistribute
inventories on the basis of normal supply requirements at each
location. The table below gives examples of excessive and
inadequate stock levels.

Months Stock

Location Contraceptives On-Hand
Aswan Condcoms 323
Assiyut " 4
Fayoum Neo-Sampoons 350
bPort Said " -0-
lansura Ligppes Loop 574
Cairo " " 2
Igmailia Copper-1 441
Alcxandria " 2

Althouyh USAID/Lgypt was also a recipient of Price Waterhouse &
Co. inventory reports, AIL project officials did not coordinate
with uLFtrC Lo cnsure proper districution of inventories. The
conjp-lete results of our findings are presented in Exhibit 5.

Ubniv haa anked for wne receivea a design for a new inventory
report by warchouse tnat highlights severe over and under stock
situations. USalb shoula ensurc that reports generated are used.

Management Conments

USAIL/EGypt statea that neco sampoon strips are being transferred
to the Family of the Future for subsequent repackaging and sale
(5ee Appendisn 1, paye 6).

Officce Of Inspector Gencral Comnents

USAIbL/rgypt should expedite the transfer of neo sampoon strips to
ensurc etiective utilizavicn, and ensure that adequate inventory
levels for all contraccptives are maintained at each warehouse
location.,
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B. Compliance And Internal Controls

Cowjliance

The AlIL-tinanced {family planning projects were authorized to
proviae assistance to the Lgyptian national family planning
progyran, The project operates within that authorization. However,
we noteca funds have been provided to renovate and construct a
wmaternity hospital which is principally engayed in non-family
planning activities (page 8). The project operated within the
provisiouns of Handbook 3 (Project Assistance) and within
agrecunents betwecn USALID/Egypt, the GOE, a private voluntary
organization and various contractors. There was a neecd however,
to more closely adhere to project documents. A recipient of AID
contraceptives had not conplica with its revenue agreement with
USAIDL/Lyypt (page 16) and the Ministry of Health had not provided
sufticient stati to manage project activities as required by the
grant a¢reement (payge 5).

Internal Controls

All obligations and commitiments are recorded against the project
ana arec¢ supportea by adequate obligating documents. However, we
did note that aavances valuca at $323,331 should be liguidated
(paye 1z); accounting and reporting systems of dgrantees receiving
AlR funus unacr thie fainily plaenning projccts werce weak; control
of salaries, suzlary supplements, bonuses and incentives to
Lgyptian project personnel necded improvement; a&and the Misgion
haa not iiuplementca its policy on salary payments to ensure that
the payimcents were cligible cocte (page 6). In aadition, inventory
proceduress ana practices needed correction to cffect the
etficient utilizaticn ot AlL-{inanccu contraceptives (page 16).



C. Other Pertinent Matters

l. Funus For kescarch Activities Should Be Used Mcre Ef fectively

Alu proviaea LESG,500 ($109,000) to the Population and Fanily
Planning Board (PFPB) for research activities. The Mission
providea the funas on the basis of research proposals presented
by PFFB. Mission management of the research funds was less than
eitective. The Mission dia not perform a review to determine if
P¥Pb haa the resources to complete the proposed research. AID
nanapock 3 (Froject Assistance) assigns responsibility for
project implementation planning to the AID project officer. Part
of the planning fprocess is to outline the requirements for
resources. As a result cof the lack of an adequate review of
research  proposals, five of the eleven research activities
financeu by AlL were cancelled, one was postponed and five were
conpletea.

FFFDE cancelled rcsearch activities due to a cshortage of qualified
stafi ana the inability of PFPB to develop coordination between
tue¢ governorates and itself. These prokblem areas show the need
for USAID/Egypt to evaluate host country capabilities prior to
provicing funas for project activitics.,

hanagement Comments

In response to our KAk, USAIL project personnel advised that they
are¢ well awarc of the problems encountered by the PFPE in the
recruitrnent of coupetent research directors because of the low
salaries offerca and other work commitments by the prospective
recearchers. hs a resuit, USALD/Eyypt aqecreascé the research
buaget from $464,120 to $266,000 ana transferred $178,120 to
other activitics.

Oftice GL Insjpector General Comments

As a result of USAIL's action, a forr. . recommendation is not
beiny maae.
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EXHIBIT 1

FAMILY PLANNING PROJECT

No. 263-0029

SUMMARY OF IMPORTANT SUE-ACTIVITIES

Description of Sub-Activity

Grantee Prime Contractor

Social harketing Progran

Contraceptive Inventory &
Infornation system

Population Development
Project

Family Planninyg, Health
ana bocial Secrvices
Delivery rroject

Inteyratea Social
Services Delivery
Froject

1OH Adaministrative
ln,.rovencnt

Clinic Refresher Training

10L Training

Family Planning Training
Program For house Officers

Physician Training

Comprehensive Urban Family
Flanning Scrvice in
Greater Cairo

El-Galaa hatcrnity
Hospital

Snarkeya Al-Azhar
International lslamic
Center for Population
Stuaies

Infornation bLducaticn &
Comnunication

3

Training of women Manager

Cairo Cemogyraghic Center
Demoyraghic Data
Developnent

Family of Future Triton Corporation
Egyptian Pharmaceu~- Price Waterhouse & Co
tical Tradingy Co.
Population & Family
Flanning Board
Governorate of
Beni-Suef

American University
of Cairo; Johns
Hopkins University

Governorate of Johns Hopkins
Menoufia; Ame' ican University
University ot Cairo

Ministry of Health -

Ministry of Heal~h Social Development

Center

Ministry of Hecalth -

Ministry of Health

High Institute of One America Inc.

Public Health

Cairo Health
Organization

Al Gomhouria
Construction Co

Rageh & Anwar
Architects

Ministry of liealth

Al Azhar Islamic
Center

State Information
Service

Academy for Inter-
national Develop-
ment; Social Develop-

ment Center
Alexandria -
Institute for Iraining
ané Rese. rch in

Family P. anning

CAPMAS

CAFIAS



EXHIBIT 2

FAMILY PLANNING PROJECT
No. 263-0029
FINANCIAL SUMMARY AS OF MAY 31, 1984

Elenent

No. Project Llcment

01 Ministry of hcalth

0« Population & ramily
Planning board

03 State Information
Service

04 Family of the Future

05 CAFilAS

06 Institutional Training
& Rescarch

07 Cairo Demographic
Center

08 Technology Transfers

0y Frivate Sector

Fanily/Flanning
10TAL
Uncommitted

Total Cbligyation

sESERESTR

Committed Disbursed Unliquidated
$25,756,040 $14,178,814 $11,577,226
13,804,224 10,894,955 2,909,269
7,339,998 6,436,905 903,093
11,214,335 7,763,688 3 50,647
703,235 210,319 2,916
361,848 213,847 148,001
501,927 138,466 363,461
5,135,861 2,912,663 2,222,198
3,463 1,443 2,020
$64,820,931 $42,751,100 22,069,831
2’679'069 -0"' 2'679’069
$67,500,000 $24,748,900

Z2SSEDESEDT



EXHIBIT 2-a
FAMILY PLANNING PRCJECT
No. 263-0029
PRQIJECT DISBURSEMENT SIMMARY AS CF MAY 31, 1984
01 02 03 04 05 06 07 08 09
Ministry Pop. & Family State Info Family Inst. Trng. Cairo Tech. Private Sector
of Health Planning Board Service the Future CAPMAS & Res. Derog./Center Transfers Fami! s/Planning TCTAL
Host Country/Direct
Contracts (including
Consuiting Services) § 3,730,246 § 584,800 $ 754,240 § -0- s -0- $ -0- $136,520 $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 3,146,878
Travel Authorizations 55,149 17,680 11,020 -0- 23,319 -0~ 1,946 12,4€3 -0- 121,577
Camodity Procurenents 4,444,634 5,235,632 90,893 5,916,077 3,533 -0~ -0~ -0~ -0~ 15,690,769
Activities Financea -
Under Project Implemen-
tation Letters 4,030,364 4,938,711 5,321,535 1,829,028 108,306 -0~ -0- -0~ -0- 16,227,544
$14,178,814 $10,894,955 $6,436,905 $7,763,688 $ 210,319 $213,847 $138,466 82,912,663 $1,443 $42,751,1C3

Source: AID Financial Sumrary Report.
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EXHIBIT 3

FAMILY PLANNING PRCJECT
No. 263-0144
FINANCI1AL SUMMARY AS OF MAY 31, 1984

Committed Disbursed Unliquidated

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

Infornation, Education &
Communicetion 4,808,149 224,472 4,583,677

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

Population Intermediate
& lechinical 'iransfer 800,000 -0~ 800,000
$ 7,585,232 1/ $224,472 $ 7,360,760

Unconmittea 12,414,766 -0- 12,414,768

Total Oblicatea $20,000,000 $224,472 $19,775,528

P R gy D — e mm e e e - ey
=2 —R—p-F -2 == sESSEESEET

1/ Funds to be programmed as follows:

Contraceptives 31,395,000
Host Country/

Director Contracts 2,994,232
PIL's 3,196,000

$7,585,232



EXHIBIT 4-a

FAMILY PLANNING PROJECT
No. 263-0144
REHABILITATION OF EL-GALAA HOSPITAL
PHASE I BUDGET

Renovation of ground and first floors

LE 537,284
Addition of two floors to the nursery
school 136,746
Construction of power house and workshops 224,411
Installation ot erergency generator
and boiler fuel tanks 58,873
Installation of sewage and sanitation
facilities 54,510
Temporary buildings consisting of
kitchens, pharmacy and blood bank 53,918
Aluminium windows for the ground
and first floors 146,115
Facaue repairs, plastering and
painting of the entire hospital building 18,774
Deniolishing the morque building and
dismanteling of the existing old kitchen
ana latnary eguipment 7,313
TOTAL LE1,237,944
LE = Egyptian Pounds
(LE.83168 = $1.00) ($1,468,486)

Source: PIL % 42 dated November 23, 1982,



(A)
1.

2.

(B)

(C)

10,
11.

EXHIBIT 4-b

FAMILY PLANNING PROJECT

No. 263-0144

REHABILITATION OF EL-GALAA HOSPITAL

PHASE I BUDGET

tiospital's electric network LE

The finishing and decoration
of the hosgital

lLlevator's Room Adjustments

Kitcnen, laundry and
sterilization installation

Design contractor fees

Cost of supgplying and installing
the medium voltage switch

Cost of supplying and installing
the low voltage switchgear

Transforrners

Sound system

Telephone system

Fire alarm system
Hospital clock system
Doctor's paging system
Boilers

Incinerators

Temporary air conditioning

Ly = Lgyptian Pounds

(LL.bblobb = $1.u0)

Source:

766,809

233,166
39,519

200,000

190,000

115,000
165,000
40,000
55,000
23,000
15,000
20,000
140,000
65,000
50,000

LE1,239,494

LE 400,000

LE 878,000

LE2,517,494

$3.027.000

PIL % 42, amendment § 1 dated June 26, 1983.



EXISIT 5

FAMILY PLANNIMG PROJECT
NO. 262-0029
ANALYSIS CF CONTRACEPTIVE INVENTCRY LEVELS AT 12 WAREHOUSES OF
THE EGYPTIAN PHARMACEUTICAL TFADING CO. (E2IC)
FROM JANUARY THROUGH JULY 1984

Londons 1/ Neo-Sanpoons 2/ Lippes Loop 3/ - Copper-T 3°

Average Number of Months Average Number of Menths Average Number of Months Average Nutber o7 Months
EPIC warehouse Balance of Supply Note Balance of Supoly Note Ealance of Supoly Note Balance of Surcly Ncte
Central 135,568 52 5/ 1B5,374 6 6/ 36,066 2 &/ 313,320 39 5/
Alexanaria 2,290 16 (74 3,652 ) 6/ 8,371 14 &/ 1,715 2 8/
Aswan 1,341 323 5/ 4,633 24 3,000 N/A vy 2,700 N/A v
Assiyut 607 4 &/ 3,737 12 (74 3,444 NA /4 3,635 33 5/
Beni Suef 1,065 45 5/ 4,189 10 &/ 2,931 S &/ 1,381 o7 4
Fayoum 1,837 67 5/ 2,400 350 5/ 3,000 5 6/ 4,029 N/A i/
Port Saia 689 28 5/ $30 -0~ |74 2,731 N/A /4 2,548 36 74
Ismailia 1,318 41 5/ 5,351 15 6/ 2,914 N/A /4 3,376 441 =74
Suez 1,624 93 5/ 2,210 15 &/ 2,814 244 5/ 2,293 94 5/
Mansura 4,778 27 5/ 3,968 4 &/ 2,559 574 S/ 2,583 48 5/
Tanta 1,874 76 5/ 4,640 6 &/ 3,686 N/A v 5,6€3 205 5/
Mehalla 1,495 S0 5/ 9,435 16 6/ 6,403 NA v 5,545 438 5/
Notes:
1/ Boxes of 1u0 units.
</ Boxes of 20 units,
3/ &ingle units., . .
4/ According to EFIC ana Price waterhouse officials, normal stock level is based on 2 years (24 months) of supply in ending inventory.
2/ Warenouses with excessive stock ievels.
Y/ warenouses with inadequate stock levels.
7

Warehouses with little or no changes in inventory levels.
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

CAIRQ, EGYI'T

FEB 25 1985

FEB 25 Recy

MEMORANDUM

TO: Mr. Harold G111, RIG/A

FROM: Frank B, Kimball, DIR }

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

Attached 1s the USAID's response to the draft audit report
prepared by the Population division of the Mission.

Att: a/s above



OATE:
REPLY TO
ATTNOF:

SURJECT!:

TO:
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UNITED STATES GOVERNMENT

memorandum

2/21/1985

Bernard Wilder, AD/HRDC?ZM

Population

Mr. T. J. McMahon, AD/FM

Attached is HRDC/POP's caments on the draft Audit Report of Population
Projects 263-0029 and 263-0144.

OPTIONAL PORM NO. 10
(REV. 1-80)

GOAFPMR (41CPR) 101110
|

oV,8, COVERNNEWT PRINTING OFFICE @ 1902 0 = ME1-82¢ (71190)
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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 Bgypt agencies etc. by adding CAPMAS.

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

A/ We do not consider CAPMAS a major participar: in the project,



APPENDIX 1
Page 4 of 7

B. Audit Reccmmendations

1.

2.

3.

5.

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

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

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

Recormendation 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 is my
understanding from the exit conference that this recommendation can now
be closed.

Recomnendation No. 5: requires USAID to liquidate cutstaniiiy advances
of $323,331 and initiate systemnatic follow up procedures to insure
timely liguidations. The following specific actions have been
undertaken to liquidate the questioned advances listed in the draft
audit report. E/

Recommendatlion Mo, 3(a) in this final report,

Recommendation No, 3(b) (n this final roport,

Recommendation No. 4 {n this final report.
Recommendation Yoo 5 {n thian final report,

Recommendation No, 6 {n thin [inal repor A \
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Advances

$ 31,204

$168,450

$ 98,413

$ 25,264

Payee

PFPB-PIL No. 19

PFPB-PIL No. 21

Menoufia Governorate
Sub Grant
No. 263-78-G-009

Project Employees
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USAID has received expenditure
reports covering about 70% of the
amount advanced and efforts are
oontinuing to receive acoountability
for the balance.

PFPB has' 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.

USAID has found an error in
application of the conversion factor
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 Mcnoufia
Governorate to either submit expense
reports or refund the advance.

USAID has contacted all 25 employees
who received advances for training
prograns. 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 accounting system to
the grant agreement, but it would be impractical to ask them to do this
retroactively btefore November, 1983.

On page 23, we question the statement that "there was no personnel
policy relating to recruitment of personnel® in SIS, a Government of
Egypt agency. The reference to recrui!ment of two managerial staff in
fact refers to the recruitmant of two consultants and we again assume
that under normal GOE personncl procedures, appropriate job descriptions
and/or scopes of work were agrecd upon. Unless the audit staff have
hard information to the contrary, references to this should be deleted.

7. Reconmendation No. 7: It was agreed 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 Sampoons
strips are "obsolcte or unusahle.” Their shelf-life has not expired and
this cormodity is routinely t~ing transferred to the Family of the
Future for sub.equent repackajing and sale. G/

Regarding contraceptive comoditie: and "Exhibit E,” it is not clear what unit
of quantity {5 uted in the table or. Condoms. Are they individual pieces or
unita of 100?

F/  Recommendation No. 7 {n this f1:il vuport,

G/ Recommcndatfon No. 8 {n this {7 .1} 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. Common sense suggests that a minimum
stock level be available in every 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 if some lack of inventory control is the price we pay for
contraceptive distribution, it may be worth it. Also, each warehouse will
never have exactly the inventory it needs. If one could calculate demand that
precisely one wouldn't need any inventory. If we can gradually improve the
systen and determine for ourselves what an appropriate inventory is, then the
recommendation is O.K.

It also does not seem necessary to destroy diaphragms just becaucc there is no
jelly. The new National Population Council may order more jelly in the near
future.
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Recommendation No. 1

We recommend USAID/E9gypt ensure project monitoring
through preparation of reports on site visits and
project progress.

Recomnendation No. 2

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

Recommendation No. 3

We recommenda that USAID/Egypt:

a. obtain the data requested from cooperating
Egyyptian agencies on AID-funded payments to
personnel vo determine their eligibility under
Mission Order No. 3-10; and

b. review and revise where necessary, project
obligating and commitment documents to ensure
payments to Egyptian project personnel are
explicitly authorized.

Recommendation No. 4

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.

Reconmendation No. 5

We rccommend that USAID/Egypt:

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

b. evaluate the accountability for sales proceeds
and the propriety of expenditu es associated
with the Family ot Future;

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

10
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Recommendation RKo. 6

We recomnena USAID/Egypt liguidate outstanding
project aavances valued at $323,331 and, initiate
systenatic follow-up to insure timely liquidation
of outstanding advances.

Reconn.enaaticn kol 7

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

Kocommendation kKo, B

we recommend USAID/Egypt arrange for the Egygtian
Pharmaceutical Trading Company to adjust their
inventories to appropriate stock levels and
dispose ot the out-ot-aate contracegtives.
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