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EXECUTIVE SUMMARY

Introduction

.

At the time of our review, there were uine loons and one grant signed that
obligate $1.54 billion for the Commodity Import Program (CIP) in Egypt. A
significant part of total U.S, cconomic assistance to Egypt, the CIP was
initiated during 1975 to address the short-term necds of Egypt. To assist
Egypt in meeting hard currency costs of imported commodities ond commod] ty-
related Jﬁ1v1(.o ac needed, the program is designed to (a) relfeve the
sericus foreign exchanpe shortage, (b) achiave developmant cbjectives,

(¢) dmprove the standard of living, and (d) maintain political stability.

Of the $1.5 billion obligated, about 95.57% (over $1.4 billion) has been
allocated to Egypt's public sector. The remaining balance, aboutr $68.5
million, has been allocated to Epypt's private sector, and isg the subject
of AAG/E Audit Report No. 80-10 dated August 10, 1930. This report covers
the financial procedures and coutrols used to admlanter the CIP public
sector funds. A forthcoming report (No. €1-2) will cover the internal
operating procedurcs relative to CIP public scctor activities. Also to be
issued, a report covering those broad issues applicable to the overall CIP,
both public und private seciors, and presenting overall program conclusjions,
will be assigned No. 81-3. For better perspective, the reader may wish to
obtain this entire series of four CIP reports.

Audit Purpose_and Scope

We revicwed costs and financial data of the CIP from program inception,
February, 1975 through July 31, 1980; for CIP managcment policies and practices,
audit coverzge oxtended from program inception to report issuance. For this
review the audit purposes were to: (a) determine and evaluate the methods of
financing; (b) review fund disbursements; (c) evaluate the system of accounting
for program costs; (Jd) review and evaluate procedures and controls over specific
pregram transactions, including costs, losscs, refunds, advances, payments as
well as CIP Loan roruymont5° and (e) review and evaluate grant counterpart
generations,

To accomplish these objectives we examined procedures and systems in place and
planned, reports, files, planning and implementing documents, and referred to
pertinent Statutes, laws and other criterla. We wvisited GOE Ministries, agcntq
asnd public sector firms, involved USAID/E offices, and the Central Bank cof Egypt.
We also coordinated with the Area Auditor General/Washington (AAG/W) to obtain
information generated in AID/Washington and in the United States.



Conciusiong

AID's Accountinp and Information System for CIP

As currently functioning, AID's accounting and information system for the

CI Prograws does not nreovide all the information needed by management for
efficicnt propram implementation nor does it have adequate internal controls
to prevent misuse. Controls cover computer transactions and program informa-
tion are net adequate to prevent inconplete, inaccurate, or duplicative
‘feed-ins and, consecquently, unrcliable output reports. Information at the
USAID, E and in AID/W reporting contain nurcrous differences in doilar amounts
obligated. ALD/W reports of dishursements have not been timely and accurate
for controlling local currencies generated uncer CIP grant assistancc. The
system does not reacih the Letter of Credit level; therefore, the nceds of
USAID/E--as prime program wmanager—--are not being addressed. Since computer
system prebless are not within the contrel of USAID/E, we hrve informed the
Arca Auvditer General in Washington (AAG/W) and anticipate that a review of
this arca will be scheduled (page £).

Methods of Fiuanciny

USAID/E policices and practices in determining methods of financing for CIP
activities nced to be reass2sscd. In actual operations USAID/E practices

do not cowply with the mest curicnt "Cash Management Procedures' of alID
which prescribe Agency policy on the use of Dirvect Letters of Commitment
(Direct L/Coms) in preference to Rank L/Coms. AID's Cash Management Folicy
guidelines were approved by the Deputy Administrator on November 21, 1978.
In the past, the USATD/E and the COE have placed hieavy emphacis on the use
of Bank L/Cems in the CIP; this practice is being continued at the present
time, even wvhen large scale bulk commodities and/or large volume of capital
equipment are boupht from a single supplicr. As a result, Agency Policy is
not being carried ocut and the contrcls inheorent to the Direct L/Com method
of financing are not implerented, increasing the Agency's risk factor in
disbursing multi-million payments under this program. Also, considerable
sums of CIP assistance monies are spent on bank charges and interest which
are unnccessary under Direct L/Com prceedures. We calculated that bank
charges of about $5606,000 could have been saved in some selected transactions
included in the audit review period. We are recommending procedures be
established to carry out current Agency policy and to select the most
effective financing method for each procurcment (page 8).

Advances and Progress Payments to Suppliers

Regulations and AID policy make a distinction between "Advances" and "Progress
Payments' to suppliers. Advance payments are made without reference to work
progress and should not exceed 10% of the total cost of a centract. Progress
payments are made on the basis of costs incurred or percentage of ccmpletiom
of work accomplished. Our reviecw disclosed that significant amounts of money
have been paid to suppliers uader the CI Program either as advances which
exceed the 107 limitation or as progress payments which are not truly based

on percentage of comnletion and which can be classified as further advances.



To illustrate, three suppliers sampled in our review received in total $14
million in advance or "propress payments' against total contracts ol $38
million. There are two causes for these conditions: (a) ambipuity of the
regulations, and (b) an absence of necessary ALD and USAID/E systens,
procedures and practices that ensure that advances and progress payments meet
establiched cviteria. As o result, the USAID/E may nct be following repgula-
tions and the practice is costly. The 0.8, Government, although not a direct
party to these contracts between the Hest Governwment and the suppliers,
Incurs unneccessary administrative expenses and high interest costs on funds
borrowed by the U.S. Treasury. At the same tire, suppliers hold and use huge
sums of public funds for lengthy periods of time. We are recommending that
procedurce be established to assure proper approvals of and contrcis over

CI? advance payments; also, that applicable regulacions and Handbooks ble
reviewed and classified, as necessary (page 14).
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Rates of Disburserents

The rate of disbursement is an importsaut factor in the CIP becauvse this non-
project assistance is intended to address short-term economic needs of host
countrics and lmprove their Balance of Payment positions. To achieve these
program objectives of the CIP, obligated funds should be disbursed reasonably
fast and have a positive impact on the economy.

The rates of disbursewent under the CIP can be improved by establishing
systematic procedurcs to identifiy fully completed transacticns, thereby
enabling USAID/E rmanagement to immediately repregram unused balancas excess
to actual costs but remaining cormitted under issued Letters of Credit.
These unused balances are “lest" in the system and uvnavailable for usa by the
GOE until they ave identifisd and reproprammed for other valld needs under
the CIP. Under a continuing-basis computer system, as we recomnend, these
"lost" funds could be identified eariy and reprogrammed for GCL use under the
CIP without the nced tc exteéenc TDDs. Administrative costs should be reduced .
substantially. We are also rvecommending that USAID/E review idle balances of
over $.95 million and deobligate those amounts wihtout valid, existing
liebilities (page 20).

Commodity lLocses

Quarterly reports continue to accumulate commodity losses now totaling §3.1
million but no effective actions have been taken by the responsible action
officers. USAID/E operating managers in the C1P need to identifly and pursue
those lesses that are reccverable and collectible. USAID/E Controller records
and loss reperts should be adjusted and maintained to accurately reflect
recoverable losses based on CIP management determinations. Procedures should
be effected for continuing monitoring cf losses and appropriate follow-up

action. We are recomnending actions directed at improved procedures and
reduced acdministrative costs (page 25).



Local Currency Counterpart Cenerations

AID Grant HNo. 263-0119, dated August 29, 1979, provided $85 million :in
assistance through the CIP and requires that the GOE depnsit into a
Special Account local currencies cqual to abeout $70-willion in proceeds
accruing under the grant, Grant Implementaticn Letter No. 4, issucd by
the USAID/F on April 15, 1980, scts forth procedures with regard to
establishment of this Special Account and use of the GOE "Set Aside”.
Deposited funds are to be vsed for purposes mutually agreed upon by AID
and the Crantee. Planned uses of these funds can significantly benefit
the United States, AID and USAID/E operations, the GOE, and the AID
program in Lpypt. '

Although USAID/E records show activity under this grant as early as
February 1980, effective controls over substantial local currency funds
generated under this grant have not yet been applied by the USAID/L.
Primary causes are: (a) USAID/E delayed implementing procedures rogarding
establishment of the Special Account and in wonitoring activities thereing
(b) AID/V has not furnished the USAID/E with timely or accurate Report W-214
data to enable notification to the GOE of required deposits; (c¢) the GOE
has not furnished the USAID/E with required bank statements containing a
record of deposits, withdrawvals, and balances; and (d) the USAID/E did not
determine activity .nd status of the Special Account in the absence of COE
statements.,

In view of these circumstances, the audit teanm scheduled an examination of
GOE procedures, activity, and status of the account; but this exanination

was delaycd because access to the account was not granted for over five weeks,
causing a further delay in obtaining and verifying account information.

We are rcconmending controle and procedures be established through mutual
agreement with GOE officlals and the Central Bank of Egypt; also, that
exlstent requirements for monthly account information be enforced (page 27).

Agents' Cormissions

The USAID/E has made a decision, which was apparently concurred with by

AID/V, to finance agents' commissions of CIP transactions as U.S. Dollar

costs rather than as local currency costs. There have been questions

raised during the last five years about -this practice for two basic

reasons: first, the practice reduces the value (estimaied at $44.2 million)

of actual commodity imports into the Egyptian economy; and second, the

USAID/E has an inconsistent posture on this issue. In the case of capital
projects, the USAID/E refuses te finance agents' commissions as an operating
rule and these costs are financed with lccal currency; yet, the USAID/E

permits U.S. Dollar cost financing under CIP. In addition, the USAID/E, in

its respense to cur draft report, introduced the fact that the practice extends
into other areas aside from the CIProgram. For this reason, and in order to
more fully consider the subject in a broader perspective, we decided to include
our discussion of the issuc and available facts known to us in Audit Report

No. 6-~262-81-3, entitled "An Overview of the Commodity Import Programs of
Egypt," which will be issued o/a January 10, 1981 (page 35).

- iy -



Recommendations

This report contains 10 recommendations listed in Appendix II.



INTRODUCTION

1. Description of the CI Program

Since resuming diplomatic relations with Egypt, in 1573, the U.S. Governuent
has been providing assistance prograws which are directed towvards promoting
cconomic and political stability of the country. From a development voint-
of-view, AID has tellowed, according to stated policy documents, an econcmic
stratepy which cncompasses dunl objectives:

(2) to maintain a large net inflow of U.S. and cther foreign
resources in the short-run; and,

(b) to achicve a lower need for foreign resources inflows over
the medium and long-run through expansion of Egypt's
productive capacity,

Two of AID's programs, the Commodity Impert Programs and the P.L. 480 Programs,
are designed to address the short-term peeds of Fgypt. The medium and long

-un requirements are being addressed through numerous bilateral projects and
pregrams, )
This report limits its coverage to the Commodity Import Program (CIP) and

more restrictivcly te the financial procedures and controls used in the dif-
ferent phases and systems of the progiam. Background information on the CIP

is treated iIn prearver detail in Appendix T,

In brief, there have been nine CIP loans and one grant signed since 1975 when
economic assistance was initiated. Through the time of the avdit, these agree-
ments oblizated $1.54 billion for the CIP. The funde arec appropriated through
the Feconomic Support Fund (FST} as au:horized under Sectien 532 of the Foreign
Assistance Act (FAA). )

OF the total $1.54 tillion cbligated funds, abeut $1.472 billion was allocated
to Publiic Sector organizations (Ministries and sencies) cf the GOF. A small
porction ($68.5 million) was allocated to the Private Sector to encourage free
enterprise and private participation as part of AID's continuing commitment

to comply with the internt of Section 601 of the FAA. Reviews have been nade
covering the procedures used in managing the funds processed by beth the
Public and Private Sectors. The resulte of this comprehensive CIP audirt
Coverage are being reported in series. For better perspective, the reader nay
wish tc obtain this entire series of four reports, identified below.



Audit Report No, Date of Publication . Title

6-263-80-10 ’ August 10, 1980 The Private Scctor
 Allocarcions of the

Commodity Import
Programs of Egypt.

6-263-81-1 November 30, 1980 'The Financial Pro-
cedures and Controls
of the Commodity
Import Programs of
Egypt.

6-263-81--2 o/a December 15, 1980 Internal Operating
Procedures of the
Public Sector Allo-
catlons of the Com-
modity Import Programs
of Egypt.

6-263-81-3 o/a January 10, 1981 Overall Issues and
' Conclusions on the

Commodity Import
Programs in LEgypt.

Exhibit A shows the breakdowq of CIF loans and grants with allcecations, as
approved by the GOE. The figives in Exhibit A, and in other Exhibits appended,
should not be considered a measure of actpat CIP expenditures. To illustrate,
under Agency accounting definitionz, disbursenents include advances; but,
.advances are not actual expenditures. The report section cpvering advances
and progress payments (page 14) adds perspective on this. {he' accounting and
information system section of this veport (page 5) addresszes difficulties
encounterad during the audit in°attempting to determine tue actual disburse-
ment and expenditure status of these CIP allocations. Related, specific
sitvations will te covered in AAG/E Audit Report No. 81-2. Those inter-related
areas involving disbursements and expenditures, and affecting overall CIP
country objectives, will be addressed in AAG/E Audit ‘leport No. £1-3,

This report covers the tinancial procedures and controls used in the series
of actions which take place in a CI Program from the time the funds are
obligated by agreemerts to the time the principal amount is repaid by the hest
country. These actinns include the following:.

(1) Accounting and information system operations.

(2) A determination on and use of the methcds of financing,

(3) Disbursement of funds for the following purposes:



procurencat of commodities: advances to suppliers; progress
payments; agents' commissions; bank charges; freight/
demurrage costs; and other related program costs.

(4) Expediting rates of rund disbursement for maximm benefit
to the ccenomy and Ralance of Payments position of the
host country.

(5) Deposits of required local currency into the special
counterpart account,

(6) Filing of insurance losses.
(7) Request fcr refunds.
(8) Payment of interest at rates stipulated in the agreements.

(9) Repayment of principal amounts for AID.

2. Scope of Audit and Purpose

This is the second audit report by the AAG/E of the CIP. The series of four
reviews contribute, individuvally or cellectively, towards attaining compre-
hensive audit objectives listed in Appeudix I. Yor this review, our audit
objectives were: (a) determine and evaluate the methods of finmancing;

(b) review fund disbursements: (c) evaluate the system of accounting for
program costs; (d) review and evaluate procedures and controls over specitic
program transactions, inciuding costs, losses, refunds, advances, payments

as well as CIP loan vepayments; and (e) review and evaluate grant counterpart
generationg.

Our examination covered the procedures.used by the USAID/E, AID/W, the GOE
and, to a very linmited extent, the Central Bank of Fgypt. The period covered
in this audit was from program inception February, 1975, to July 31, 1680

for financial data. CIP management policies and practices werc reviewed up

to report issuance. Althcugh our examination placed emphasis on procedures

in effcct at the most current time, historical trancactions were examined to
gain perspective and to analyzec origins of problems. The review was conducted
in accordance with sound auditing principles and standards. Accordingly, we
examined, to the extent deemed necessary, historical files, computer runs
produced by ATD/W, transaction support data, cables, correspondence, disburse-
ment data, arrival accounting information, related files, and pertinent
statutes, regulaticus and other criteria. We visited various GOE Ministries,
public sector firms, the Central Bank of Egypt, agents of importers, agents
of suppliers, and involved USATD/E offices. We also held meetings and inter-
views with various officials and employees of GOE entities and with cognizant
managers and involved USAID/E personnel, including top USAID/FE management.



We coordinated with the Area Auditor General, Washington (AAG/W) to obtain
information geacrated 1in AIN/W and the United States.

3. USAIN/E Comments

The USAID/E was furnicied the draft of this report and two extensions of tine
for comments were agrecd to by the AAG/E. We were adviscd that the report
raised fundanental issues which the USAID/T. found difficult to resolve within
the extended time frame. During processing and assembly of the [inal veport,
we received a draft response from the USAID/E and considerod theee comments
during final report assembly. While these comments arve considered herein,
they are of an interim nature and indicate the USAID/E is comploting further
internal study on several issues wvhich will result in more comprehensive
comments in response to this final report,



AUDIT FINDINGS, CONCLUSTONS ARD RECOMMENDATIONS

1. Aid's Accovnting and Informatlon System for CIP

As currently functioning, AID's accounting and information system for the

CT Programs dees not provide all the information needed by management for
efficicent propram iwplementation nor does it have adequate internal controls
to prevent misnie. Couwtrols over transactions and program information are
not adequate to prevent sncouplete, inaccurate, ov duplicative fced-ins

and, couscygucnily, unreliable output reports.

The Agency makes extevnsive usce of the computer as a source of its informa-
tion system and to zccount for obliparlons and expenditures under CI
Programs in I'gypt and avound the world. During the audit, we requested five
different profiles of the disburscmencs refiected in the coimputer memory
for the CI? loans of Egypt. We were not able to get the information as
nceded because the system does not have a query feature; it stores infor-
mation, but management cannot request information on composition of indi-
vidual transacticns or characteristics of groups of itewms. The system
reaches the Letter of Commitment level, but not the Letter of Credit level:
this latter level is the one most neceded by first line management--USAIDs.

At our request, Dota Management extracted from the central system six
computer runs {referred to as Reports 1-6) presenting this information in
three different profilcs.l Thig is valuable information, but the reports
reflect a series of potentidal preblems, secemingly procedural in nature,
involving both internal and extewnal computer operations. Yor this reason,
we are recomnending that AG offices in Washington undertake a speclal review
of this aspect of the CIP around the world. Hersz arc some exawples of
problems disclosed by these statistical profiles:

A. The various computer runs, used to compile our statistics, do not
agree on th2 total disbursements. Threc reports show disbursements
totalling $919,146,824. Two reports shouv $918,833,435. The "Monthly
Status Repor:" shows $876,020,054. Thus, there is a potential error
factor representing over $43 million. The reason(s) for the dif-
ference must be determined. :

B. Individuvally recorded, and identical transactlions show unexplained
differences. Examples shown in two reports:

1/ Disbursements by Supplier -~ Reports 1 and 2
Total disbursements by supplier - Report 3
Disbursements by Disbursing Authorizations - Reports 4 and 5
Report of Expenditure by Commodity - Report &

-5 -



Report 5 Report 6

Voucher No. . _ Paga Amount © Pape Amount

9201436 46 $ 33,495 113 $ 33,475
9201164 64 595,275 113 594,668
9202252 73 2,386,451 113 2,383,844
C. There seems to be a lack of supervisory management procedures to

F.

ensure proper codiug of information for processing into the com-
pucer memcry; e.g., suppliers and comnoditics. At present, ac-
counting personnel are not taking the time to identify and code
properly; congsequently, computer reports are not reliable. For
Instance, the statistical profiles show that suppliers with

"No Name' received $73,026,440 of total disbursements aud
suppliers with "No Code" received $52,979,823. In reality, many
such coded transactions could have been properly identified.
Here arc some additiounal examples: Report No. 1, page 4, shows

a transaction under Voucher 6606145 for $1,879,464 to a "No Code'
supplier; according to Report 6, the commodity is "Tallow"; and
according te Report 1, most of the Tallow is being supplied by
Pasternak Baum Corporation (Supplier Cede No. NY 1326)--Page 21
of 1 shows o series of transactions under Loan 023-04 which total
$1,992,320 apainst a "No Code'" supplier; the commodity code is
"Motor Buses" which are being provided by Supplier No. AR 30 or
"Ward Industries Inc.'";--Page 345 of Report 1 shows a series of
transactions paid to "No Name" which total $9,501,195; this again
is "Tallow" being suppilied by Pasternak Baum Corporation. In
other words, minor crosschecks by the coder could have identified

1

"~ the supplier.

Report 6 shows a serdes of "Special Veuchers' which appear to be

adjustment entries inte the computer; many times these are off-
setting entries, but in several cases, cost data may be aifected;
e.g., Page 10 $1,471,879. The Special Voucher transactions avre not
shown on Reports 4 or 5. Assist work by the AAG/W could not determine
the nature and purpese of these entries; i.e., ne veouchers could be
located uor any explanztions. We do not know what this $1.4 million
represerts; i.e., neither supplier nor commodity is identified.

The financial profiles show that $13,779,610 represent advance
commodity financing (Page 113 of Report 6). These are advances

to suppliers. USAID/L does not maintain any control records to
account for these advances. According to Report 1, these acdvances
have been made to "No Code" suppliers.” The subject of Advances is
treated as a separate section of this report.

On the surface, some bank charges seem excessive and in any event
greatly exceed the prevailing composite averages. Some examples
shown in Report 6: $27,042 (page §%); $23,215 and $23,215 (vage 103)



-~also possible duplicates; $16,022 (page 104); $14,185 and
$§13,626 (page 105); and $44,527 (page 82). According to the
AAG/W, there was a period of time when banks were not
processing documents as expeditiously as possible, this then
accounted for the cxhorbitant costs.

Page 36 of Reporc 1 chows a series of five individual trans-
actions ($423,946; $10,530; $165,794; $4,364; $395,366)
which total exactly $1,000,000. These were paid to a '"No
Coded" supplier. Qur attention 1= drawn to the exactness

of the total and the fact that the supplicr receiving pay-
ment 1s unidentified. :

Report 0, showing expenditures classified by commodity, also
includes advances and progress payments. Advances, of course,

are not true expenditures. While progress payments would

normally be valid ewpenditures, representing status of work
completed, many are actually disbursed without linkage to work
completed or actual costs incurred; such payments are, in effect,
advances. This subject is discussed in detail under the following
report section by that title. This subject will also be covered
from various aspects, in Audit Reports No. 81-2 and 81-3 (See
‘page 2).

~ Other transactions examined during our audit lend further support
to the conclusion that improvements are needed in the accounting
and information system for the CIP. Some examples follow:

- Report §-214, AID Non-Project Assistance Transaction
Detail of loan and Grant Activity, furnishad the
USAID/E has not been timely and has shown inaccurate
disbursement information relative to CIP Grant No,
263-0119. As a result, USAID/E has been unable to
take required actions on Special Account denosits
by the GOE. A detailed discussion of this situation
begins on page 27.

" - During our examination of CIP transactions at the
USAID/E, we found USAID/E records and data sheets
understated disbursements for edible oil by $7 willion.

- During our review of methods of financing used in the
CIP, Report W-214 data and USAID/T data were found to
contain numerous differences in dollar amounts
obligated. Data included in the report section begin-
ning on page 8 is based on the Report W-214 information.
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In sum, AID's accounting and information system is not Tunctioning the way
it should, Tt doecs not have a query feature consequently, information is
stored, but queries and questions on individual transactions cannot ho
retrieved from the computer. Exception reports identifying potential
problems are nwot, to our knowledpe, being produced and used by manageient;
thus, possibilities for payment duplications, for example, exist. The
system does not reach the Letter of Credit Jevel: therefore, the needs of
USAID/l--as prime program manager--—are not beiug addressed.

Vhile the couputer runs furnished us present a different format than other
users might need, the information therein is extracted from the same CIP
computer system in ALD/V. Dased on cthese computer runs, iuput data for
identical *ransuctions appears to be {rom diffcrent sources because cutput
figures ‘lisagree for the samz voucher transactions.

Clerdcal and coding tasks are not being controlied by either Data Management
or the Office of the Controller; consequently, dncomplete information is fed
into the computer and the output vepoits are unrclisble. Controls over
advances arc not clcar and duplication of .osts is possitle. Internal contrels
over irnformation within the computer arc inadeguate; for example, in & 1976
survey of the Office of the Controller, we found that the compulter was being
misused threouph at least two different methods, demonstrating the urgency

and need for adequate safepvrards to reduce risk in this area.

Computer system problems are not within the control of USAID/Y. They are at
the Waghington level and the examples reflected iu the statistical profiles
of Egypt arc indicative, in our opinion, of a worlwide condjition. We have
informed the Arca Auditor General in Washington (AG/W) and anticipate that
a revicw of this area will be scherduled in the future. No recommeudation is
therefore made.

Until dmprovements can be made in AID's accountiag and information systom

for the CIF, it is incumbent upon USAIDs worldwide to more closely monitor

CIP funds and activities. Yor the USAID/E, effective managemeat and nenitoring
of the largest CI Program in the world ic oven rore critical. Succeeding sec-
tions of this report address arsas where nmanagement improvements can be made
by both AID/W and USAIN/E.

2. Methods of Financing

The Agency has established policies and issued implementing procedures
covering cash management. These policiles and procedures are set forth in
AID Handbook 15 and, more recently, in "Cash Management Procedures" as
transmitted in Statre cable no. 273219, including references therein. Also,
reiated criteria are contained in AID Repulation 1,



This report sectien addresces USAID/E cifectiveness in carrying out Agcney
Cash Managemcnt polfcy relating to methods of financing. Those Caszh Manaze-
ment procedures relative te advances and progrcees payments to supplicrs are
discussed seporately in the next following report section.

USAID/Y policics and practices in deternining methods of financing for CTP
activitics veed to be veassessced. In actual operations, USATD/E practices

do not cemply with the wost current "Cash Management Procedurrs' of ATID
which preseribe Agency policy on the use of Direct Letters of Commitment
(Direct L/Coms) in preference to Bank L/Coms. AID's Cash Management Policy
guidclines were zpproved by the Deputv Administrator on November 21, 1978,

In the past, the USAID/E and the GOE have placad heavy emphasis on the

use of Dank L/Cems in the CIP; this practice is being continued at the present
time, even whea lorge scale bulk commodities and/cr large volume of capitai
equipnient are bought from a single supplicr. As a result, Agency Policy is
ot being carried out and the controle inherent to the Direct L/Com mcthod

of financing are not implemented, increasing the Agency's risk factor in
disbursing multi-million payuents under thic program. Also, considerable

sums of CIP assistance wonics are spent on bank charges and interest which
are unnecessary under Direct L/Com procedures, We calculated that bank
charges cf about $565,000 could have been saved in some seleccted transactions
included in the audit review pardiod.

A complete description of the four most common AID methods of financing is
included in Chapter 9 of AID Handbook 15. The following brief description
comes from State Telegram No. 273219 dated October 19, 1979 which provides
Cash Management Procedures, for implementation of Agency policy:

"Direct Reimburscments: ATD reimburses the borrower/grantee for
payments made. This method of financing gives AID an opportu-
nity for full review of the transaction before AID funds are
disbursed, :

Direct letter of commitment: AID issues direct letters of
commitment te supplicrs and contractors and makes payments
directly to them on receipt of jinveoices and supporting docu-
mentation. The direct letter of commitment method permits
AID to review documents before making payments and avoids
bank charges 1ncurred through use of bank letters of commit-
ment,

Bank letters of commitnent: The bank letter of commitment
~iwzthod utilizes established commercial banking chamnels to
process payments to suppliers and contractors., The bank
L/Comm methed of financing can be used for all dollar pro-
curement of equipment, materials and services under project
assistance and is the usual method under commodity import
programs, except in the case of large volume purchascs from
a single supplier.’ ' ‘

ac
ments may include language which provides for direct pay-

Direct paymente: Contracts, purchase orders and grant agree-
guage
ments by AID without additional commitment documents."
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*Note: (Bank L/Com procedures, quotcd above, do not require
administrative certification by a kuowlodye ible AID
project officer to assure the propviety of payuents.)

AID Handbocks cover these [inarcing methods in-depth and provide detailed
guidance on the prudent intevnal coutrol procedures required when Dircct

L/Com financing is uged. llow wever, prior te issuance of curvert policy
guidelines, AlD repgulations governing host country (B/G) contracting did

ot give high preference te the Direct L/Com methed of financing. But,
following past Auditor Ceneral reports on B/G contracting policy and
implementation, some Handbook revisions were wade. High prefercnce is given
the Direct Reimbursement (when Host Governments are capable of operating

under this mecrhod) and NDirect L/Com umethods. AID llandbook 15, issued in
September, 1979, covers CIP guidance and states that Dircct Reimbursement

is the preferred method of financing "...for all types of asgistance provided
that a detcrmination has been made that the B/C possesses the managerial and
financial capability to operate under that procedure..." As approved in late
1978, Ageney policy has placed preference on the Direct L/Com method. Pending
revision of ~ll pertinent Handbooks, basic procedural guidance for this policy
was set forth in the October, 1979, "Cash Management Procedures" of the Ageucy.
These procedures provide, in part: :

"Careful consideration should be given to the selection of the
method of financing covering any given procurement action.
The direct letter of commitment methed 1s particularly approp-
riate and gencrally preferable te bank letters of commitment
for borrower/grantee service type of contracts., High bulk
comodivy shipments and for any type . of transactions when it
is neccegsary or advisable for AID to review documentation
before maling paymente. AID can frequently assume a limited

- additional administrative burden through periorming the banking
function and in return, substantially reduce bankiug charges
otherwise absorved as project costs. Conversely, bank letter
of commitment should be used 3{ project implementation will
produce a profusion of invoices for gmall amounts. In the
latter instance it may be assumed that the cost to AID of
assuming the added administrative burden would exceed the
related banking charges."

Beginning in October, 1979, then, the USAID/E should have established policies
and practices to comply with Agency policy. But, USAID/E policies and practices
have not been changed to keep pace with and carry out overall Agency policy.
The USAID/E has continued predominant use of Bank L/Coms in the CIP after
approv.l of the current policy inr late 1978 and after issuance of AID cash
management procedures in October, 1979,
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Cur reviaw of the $1.54 billion CIP obligations through nine loans and
one grant (Sec Lxhibit B for details) covers USAID/E finauncing practices
from program inception in 1975 through July 31, 1980. As chown below in
summary, CIP “inancing has been predominantly through the Bank L/Com
method for the entire peried.

Amount
Method ¢f Tinancing In US § (C00) Percentage
Bank 1./Com $ 1,441,749 93.7 %
Dircet L/Com® 85,288 5.5 %
Other (ITnciudes Direct
Keimbursements) 12,963 .87
Total Progran $ 1,540,000 100.0 %

% Of this total $85.288 million through Direct L/Com financing,
$46.0 million applies to one procurcment--the WARD BUSES;
accordingly, all other Direct L/Com activity totals $39.288
millior: or about 2.57 of the CI Program.

Since . : summary figures above cover the entire program periecd, we veviewed
those CIP loans and grants with activity after October 1, 1979, to determipe
USAID/E financing practices under current Agency policy. As shown below, the
USAID/F has centinued the heavy use of the Bank L/Com method of financing:

Amount
Method of Financing In US § (C00) _ Percentage
Bank L/Com $ 309,874 92.7 %
Direct L/Com 20,204 6.0 7
Other (includes Direct ‘
leimbursements) 4,300 1.3 %
$ 334,378 100.0 %

sSooSSSS=sm= —f e

The high potential for use of Direct L/Com financing in the CIP is jllustrated
by cur review of some selected transactions as discussed below. At least
$354.2 million of past CIP transactions could have been financed through
Direct L/Coms because the majority of commodities were either large bulk
purchases from single suppliers or costly one-time capital equiment procure-
ments., Some examples follow:
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Bulk Commodities:

Supplier Commodity US_§ 000
Cargill Corn, Tallow, ... $ 52,779
Pasternak Baum Taliow, Edible 011 ... 54,483
Gersony Strauss Tallow ... . 37,324
Special Steel Tinplate 18,098
Alla-Ohia Coking Coal 39,047
Goldkist Frozen Poultry 22,005

Capital. Equipment:

Sub-Total

$ 223,736

Mack Trucks Inc. Trucks & Trailers $ 20,600
Aydin Monitor Traific Control Centers 9,691
Raytheon Inc. Micro-wave systems I & II 31,900
Massey Ferguson Agr. Tractors ' 17,200
Paccar Co. Trucks & Trailers 28,750
Salem Furnaces Co. Rotary Hearth Furnace © 5,671
Ailtech A Cutler Hammer Navigational Control 16,610

Sub-Total $ 130,422

Total $ 354,158

These $354.2 million in CIP transactions reprecent a limited review of selected
commodity imports which fall within eriteria set in current Agency poldicy and
cash management procedures for Direct L/Com financing. There are very probably
other ccmmodity imports whick cculd have been financed through Direct L/Coms
with additional savings. For example, in addition to those selected transac-
tions shown above, about $590.0 millicn of high volume bulk commodities and
$6.4 million of capital equipnent were also imported. We calculated that
financing of these selected transactions ($354,2 million) through the Bank
L/Com, rather than the Direct L/Com procedure, resulted in about $566.000 spent
for bank charges, which could have otherwise been used for program needs.

The $566,000 savings in bank charges (calculated at .16 of 1% does not include
interest. There is no ready basis to estimate interest savings; cn page 6 of
this report, item F shows large bank costs which include intcrest 2lthough the
accuracy of the AID information system reduces the usefulness of this data.

Pertinent here, there have been two new CIP loans and one grant totaling

$335 million after the audit period. Tiis brings the total program up to

$1.875 billion ($1.540 + .335). If this high use of Bank L/Com financing
continues through these new hundreds of millicns, those benefits accruing under
current Agency policy will not be realized; e.g., the internal controls in-
herent to the Direct L/Com method of financing will not be implemented, thereby
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increasing the Agency's visk Factor in disbursing these multi-million doliar
payments under this expanding program: the Agency may not be in compliance
with appliceble U.S., Treasury regulatious as vrequired; and, considerable
savinge of banit charges and interest will-he lost. Tor the total CI Program
to date (§1.875 billion), at 93,67 ($1.7542 billion), assvning the rate of
Bank I./Com financing holds constant, bank charges at .16 of 1% would amount
to $2,806,720, & substantial amount of potential savings. This docs not
include any cxtra interest charges.

Lonclusjons «nd Recemmendations

Financing CIT transacticns through the Direct L/Com procedure, in line with
guidance in the most vecent Agency policy, has significant benefit to the
Agency, primarily in control over payments to assure contract performance,
Hore control will be exevcised by the Agency, thus reducing riske of un-
authorized, improper or duplicate pavments. or instance, when a transaction
is financed under the Benk L/Com, the documents are presented by the supplier
to the L/Cow Bank. Before making payments to suppliers, the U.S. banks

review documents submitted for consistency with the term of the L/Com. The
L/Cons specify the banks' responsibilities, but pencrally, according to AID
officials, the banks only verify that the correcct documents are submittec.
They do not verify the accuracy of the documents, Thus, SER/COM must sti1l
make complete post-audits; according vo AID/YW, SER/COM 1s currently maiking
1007 post reviews of payments, even though incurring bank service charges.
Under the Direct L/Com procedures, such costly bank charges and irterest are
saved. Beyond this, compliance with Agency policy and procedures would assurc
compliance with U.S. Treacury Department regulations, as required.

In sum, we belicve the Direct L/Com method of financing can be effectively
used iu the case of the CIP Egypt program, in instances where bulk commedities
and costly project-like or capital equipment is involved. This procedure, if
properly applied will enable hetter VSAID/E control over snultj-million dollar
payments, reduce the Agency's risk factor, and will be cheaper in the loaug run.

Retoumendation No., 1

USAID/F establish procedures to (a) carry out Agency
policy set forth in State telegram 273219; (b) review
and ecvaluate cach procurement transaction to determine
the most effective financing method; and (c¢) document
and record the results of each seviecw.

The USAID/E has given this issue attention at top levels of management and has
initiated a fundamental recassessment of Mission practices and policies.



3. Advances and Progress Pavments to Suppliers

Regulations and AID policy make a distinction between "Advances" and "Progress
b3 1‘ J . 2

Payments" to suppliers. Advancc pavments are made without reference to work
progress and should not cxceed 102 of the total cost of a contract. Progress
payments are made on the basis of costs incurred or percentage of completion
of work acconmplisted. Our review disclosced that significant amounts of money
have been paid to suppliers under the CI Program cither as advances which
exceed the 107 liwitation or as progress payments which are not truly based
on percentage of completion and which can be classified as further advances.
To illustrate, three suppliers sampled in our review received in total $14
million in advance or "progress payments" agalust total controcts of $3S
million. There are two causes for these conditions: (a) ambipuity of the
regulations, and (b) an absence of necessarvy AID and USAID/I systems, pro-
cedures and practices that ensvre that advances and progress payments meot
established critevia. As a vesult, the USAID/E may not be following regula-
tions aud the practice is costly. The U.S. Government, altheugh not a direct
party to these contracts between the Hest Governmment and the suppliers,
incurs unnccessary administrative expenscs and high interest costs on funds
borvewed by the U.S. Treasury. At the same time, suppliers hold and use huge
gums of public fuuds for lengthy periods of time. '

Regulation No. 1 prescribes certain limitation on both types of payments;
Section 201,25 of this regulation is quoted below:

"Advance or progress payments prior to shipment may be made with
AID funds if the procurecment involves any cemmodity made to the
special specifications of the dmporter and if prior written ap-
proval to make such payments has been obtained from AID by the
importer, through” the horrower/grantece, or if such paymeuts are
authorized in the implementing document. Any request for AID
approval nay be submitted either to AID/W or to the USAID ior
transmittal to AID/W. AID/W will consider such request only if
(a) The total purchase price exceods $200,000; (b) The initial
advance, if any, dees not exceed 10 percent of the total pur-
chase price; (c) Each progress payment is at lecast 10 percent
of the total purchase price; (d) The total of all payments prior
to shipuent does not exceed 80 percent of the total purchase
price; and (e) The borrower/grantee or AID requires the supplier
to establish in favor of the borrower/grantec a perfornance
guaranty or prepayment bond."

The werding of this section is subject to different interpretations. In res-
ponse to ocur draft report, the USAID/E zingled out the clauses related to
the 80% and the requirements of a performance guaranty or bond and, iu part,
stated ",..This is an area of Agency policy that has not been clearly defined

and which is particularly difficult as one looks at project-like activities.'

The quoted section of AID Regulation 1 does become a little clearer when
interpreted in conjunctien with the definitions of advances and progress pay-
ments contained in Chapter 9%2 of AID llandbook 13, queted below:

- 14 -

1



"(a) Advance payment meanc any payment to a supplicr under a
contract wade pricr to, or withcut reference (o, nrograss
on the completion of the performance of the contract."

"(b) Propress payment mcans any pavmeni te a supplier under a
contract, wmade as work progresses under the contract upon
the basis of costs incurred or percentage of completion
accoriplished."

AID Cash Menagement Procedures stated in & State 273219 dated October 1979
serve as basis for implementation of Treasury I'iscal Requirements Manual
(TFRM 6-8000). This TFRM defines advances as payments made before delivery
of goods and for anticipation of future costs. It further states that
"...it is the responsibility of Agencics to monitor the cash management
practice of their recipient organizetion to cnsure that Federal cash 1is
not mainvained by them in crcess of jmmediate disburscment needs.' And,
further, "Agencies will establish such svstems and procedures as may be
necessary to assure that balances are maintained commensurate with immediate
disbursing nceds. AID has been advised that the term "immediate disbursing
necis' ... "may be assumed to be cash requirements for as much as thirty
days from the date the vecipient receives the advance until it is expended."

While the 30-day criteria may be exceeded, "...in unusual instunces when
the AID Mission or office has established that project implementation will
be interrupted or impeded ... AID expects that judgment will be applied by
USATD Controllers, contracting officers, and others in determining the
immediate disbursing nceds of specific recipients."

The overriding there of the Agency's cash management policy (in State 273219)
is directed at ensuring that Federal cash advances are not in excess of
immediate nced: that controls be implemented to assure no excess advances,
that advances are based on documented plans for use; and that funds advanced:
be, in fact, promptly disbursed for approved project or program costs.

However, ATD policy has been that advance or progress payments may be agrzed
upon, under Host Country (B/G) contracts, when such payments are a necessity
for delivery or performance. But, cur review showed that actual procedures
followed by USAID/E and AID/W did not fully comply with applicable U.S. Treasury
Department requirements nor with the Agency's own policy reflected in its Cash
Management Procedures. Contractors' propesals for cash advances were not
effectively reviewed by USAID/E nor could we locate any evidence that AID/W had
either approved these advances, as required, or had given approval to USAID/E
actjons. This, in our opinion, created a situation where advances to suppliers,
such as the three that follow, were $10.14 million in excess of that authorjzed
by regulations:
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Comparison of Actual Paymeuts with Advance Limitation

as of July 31, 1980 (in $ millions)

- . Immediate In excess
Contract Actual Advances Based On  disbursing needs of 10%
Contractor Ceiling  Advances 1/ - 107 Limit . (3C days) limit
$ 9.69 $ 5.84 $ 0.97 UNK S 4.87
AILTECH 16.61 3.32 1.66 UNK 1.66
RAYTHECN 11,92 4,80 1.19 UNK 3.601
TOTAL . $ 13.96 , $ 10.14

1/ Includes advances labeled as 'progress payments' but that were not
evidenced by performance cr incurred cost factors.

The. lack of effective review by USAID/E and absence of required approval by
AID/W is illustrated in pertinent cases discussed in following paragraphs.
Vle believe these examples demonstrate basic lack of controls undor CIP
funding of project-like activitics as compared with funding controls
dmplemented under non-CIP project procurement and review procedures.

Avdin Monitor Svstem

A contract jnitially totaling $9.69 million was signed between Aydin Monitor
System and Lgyptian Railway System for the construction of a Railway Traffic
Control System (RTC Svstew). The terms of the contract authorized a 107
advance paynent and 507 paviment after the completion of a site surveyv. Cable
traffic indicates that, ia May 1979, the USAID/E strongly recomwended the
terms of the contvact to AID/W. AID/W approved the 107 advance but made n
reference te (or approval of) the 507% partial payment. As of July 31, 1580
AID had disbursed $5.84 million although no cquipmeni. “ad yet been shippzd.
Regardless of the terminology used to describe this sizeable multi-million
dollar payment, it is not a progress payment because 1o equipment had yet
been shipped nor had the contractor yet incurred any known costs in the
actual construction of the equipment. In our opinion, the $5.84 million
represents an advance payment equalling 607 of the coniract price unless
the site survey equates to 607 cf total contract costs; if so, the site
survey would seem expensive at almost $6 million .and highly disproportionate
to total coniract costs; based on the $2.69 million total contract price,
this would leave less than $4 million for the required construction of the
systen. There was no apparent basis tipon which the $5.84 million could be
determined to be commensurate with meeting the 30-day 'immediate dishbursing
needs.'" We could locate no explanation or justification for these high
advance-type payments in USAID/E {iles. On the basis of knecwn facts, it
appears that this contractor received cash paynents exccssive to needs.
With almost $6 million cash in hand, the contractor would be in a position to
galn sizeable "windfall" interest income before nrocurcment of project equip-
ment. The size of this advance scems te place the GOE at unnccessaty risk;
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i.e., while files do show a letter of advance payment guarantee was executed,
it only covers 607 of the §5.84 advanced as compared with the total $¢.69
contract. The potential for further advance payments without any chaunge in
progress or performance undev this contract indizates the need to strengthen
USAID/E and AID/W contract review procedures. To illustrate, on Auguct 2,
1280, the USAID/E approved an amendment which provides en increase in the
contract budget from $9.69 to $13.3 millicn; since paymont terms are un-
changed, the contracter can lepgally request increesed advance payments,
under stipulated percentages in the contract up to $7.9 million before even
one single nicce of cquipment 1s censtructed and furnished. In our opinion,
the $7.9 miilion would also represent an advance payment aqualling 60% of
the latest contract cost unless the "site survey' costs were now cquivalent
to $7.9 million. It would not be a progress payment unless the contractor
could demcnstrate that equivalent costs had been incurred in the actual

censtruction of the eauipment.

Ajltech A Cutler Uammer

A contract totaling $16.6 million wns signed between Cutler Hammer and the
Suez Canal Authority (SCA) for the construction of a vessel navigationzl
system for the Suez Canal. The contractor rcceived a 207 advance payment
totaling $2.32 million in accordance with the terms of the contract. SER/COM
files did net provide any justification for exceeding the 107 limitation

nor any information supporting a review and conclusion that $3.32 million
was commensurate with immediate disbursirng nceds.

‘Raytheon Data Systems Co.

A contract totaling $11.9 million for the construction of the Cairo Micreowave
System, including installation supervision and spare parts, was signed between
Raytheon and the Ministry of Communicaticn. Terms of the contract authorized
payments in three increments from the effective date of the contract: 10%
within 30 days, an additional 20% within 60 days, and another 20% within 90
days. Nothiny in the centract specified that payments would be based on the
contractor's performance. Effectively then, the contract provided for payment
of 50% of the total contract cost (or almost 36 million) within the first 90
days with no linkage to performance or progress.

As requestcd by the USAID/E in Cairo 13022, the contrac’ was amended to
eliminate the initial 10% payment, but retained the two 207 pavrents as
"progress payments' which totaled $4.d million. However, all other AID and
supplier documentaticn refer to these payments as "advances" rather than
progress paymwents. In our opinion, lacking any reference to or requirements
for contractor performance and percentage of work completion progress, heth
20% payments qualify as advances and thus exceed the 107 limitation in the
regulations. '
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Officiel filcs 2zt the CIP oificos of USATD/T included unexecuted letters of
guarantuve covering performance ond "advance pa yNOﬂ*ﬂ” to Raythaon Company.
Except fer the name of the contractor, Raytlieon, thesc are unsisned sauples
with no swounts, dates, or other specific information yet shown., The sequence
of evente emtabljshed in theea lettors support the irt~rpre.at:un of these
paymeats as "advances” rather than "pregress payments' gince Revtheon
receives the cash advances (84.3 willion) before performing undec the con-
tract. Tucse procedures indicate weak controls ever coutracteor porformance;
ice., if these guarantee letters are not cxecuted for any rezson, or are

lost, the GOI would be Jeit with $4.8 willion in advances should any fore-
seen event preclude the contractor from completing performance under contract
terms, Agency HB 1D regulations stipulate that advances ars not related to
contract pregress or perfornaice, By advancing $4.8 million *o the contractor,
controls over periormance ave weakened and the GOE is put at 1isk of the
monies advanced befeore contractor nerformance. The intent of Agoncy regula-
tions pertaining to proper uses of "advances' may be circumvented and the
intert of Arcney repulations pertaining to effcective controls over "progress
payments'' way also be circumvented.

1
13
1

While mere accurate analysis of this situation and procedures could be madé
if actual, executed documents wvere in the official USAID/E files fc) this
CIP project-like activity, the absence of these docunents indicates a wealk-
nesg in USATD/E ability to wmenitor activity progress and to conmtrol the
proper use of AID funds involved. There wag no apparent basis upan wiich the
$4.8 million (207 of the contract) was determined to be commensurate with
the "immediate die sbursing neceds' of Raytheon., We could locate no explanatory
information in CIP office files.

Conclusions and Fecommendaticrs

Applicable regulations (Regulatijon 1, Cash Management Procedures, and IIE 153)
include recognition of the need for reasensble advances of funds to suppliers,
in many cases, to enable performance under the contract. Suppiiers benefit
since advances reduce or eliminate the costs of borrowing moncy; thecretically,
supplicrs will pass such savings along to the B/Gs through lower prices. But
there is no assurance of such benefits to the B/Gs and the AID-finan:ed
activitios under the contract procurement processes; nor is there assurance
that advances will accomplish intended purvoses without effective centrols.

Our review showed apparent excessive advauces, payments classified «s "progress
paymeute" vhich appeared actually to be advances, apparentr inconsistencies

in application of regulatious and unclear/undocumented AID/W approvals. These
observations and situations found are described ss "apparent' because offijcial
files at the USAID/E/CIP offices did not contain complete documentation of
revicws, approvals, actual contract terms or executed letters of fuarantee,

for examples, to chow whether payments in fact met the requirements of
applicable regulations cited earlier. Cousidering these were multi-miliion
dollar advance payments, we could find no determinations in the files that
these huge anmounte were required to meet "immediate disbursing needs" (30 days)
for advances; converscly, we could locate nmo documents supporting these pay-
ments as ''progress payments' contingent upon percentage of wvork completion,
actual costs irncurred, ov actual p‘OngSg; in fact, available documents
indicated these wore effactively "advances' under hB 15 definition, and paid
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before completion of work rcasonably related to such huge dollar amounts,
Pertinent also, large payments in advance of dmmediate nceds are costly

to the V.58, Governnent which absorbs hiigh interest costs to borrow funds.
In responcing to the draft suwlit veport, the USAID/T pointed out that
pregress payments can be an ¢ffective tool Lo broaden competition, encourage
participation of swmall busincss, and be a positive element in the cost cal-
culation. The USAID/L cited Procurement Mandbooks for GSA rs sinting ’
"....that progress payments must be dircetly related to accosplishment, as
expressed in terms of progrecs in the direction of a single objeciive. A
contract may previde for a progress payient on preparation, delivery, and
approval of drowinge and specificatiens; an additional payment on delivery

of the firnished preduct, and final pavment vpon installation and demonscra-
tion of satisfactery perfermance. In brief, they are a legitimate part

N

of pregram fivancing.” (USAID/E underscoring.)

While the cited GSA regulations may be suitable for direct contracting in
the Urited Stotes, they may not be the best guidance for Host Country
contractilng oversees. The special needs of B/C contracting have been re-
cognized in AID policy and Handboolk regpulations, and, in the current cash
managerent procedures.  However, the cited GSA regulations require the
same linkage of progress payments to costs incurred or percentage of work
completion as required in our own AID Handbook covering CIP.

Neither AID regulations nor the criteria cited by the USAID/E justify these
types of paynents apparently velated to time elapsed rather than to actual
percentage of work completed or costs incurred; for example, 107 within 30
days, an additiennl 207 within 60 days, and another 207 within 90 days,
such as the initial contractual terms given the Raytheou Dava Systems
Company. Another cxample iz the multi-miliion dollar payment ($5.8 million
or 0% of the contract total) with only a site survey to Lo performed.

Accordingly, we.bellave the following vecemmendations address basic problenms
that need Agency management attention to assure conitrols over these multi-
million dollar payments and to better ensure program success without un—
necessary costs te the U.S. Goverrment.

Racommendation No., 2

AA/SER review the provisious of Handbook 15, AID

Cash Management Procedures and Regulation Ne. 1
regarding Advances and Progress Payments to suppliers
and, as nccessary, clarify Handbock provisions
regarding (a) the application of the 107 limit on
advances within the requirements limiting advances

to immediate dishursing needs (30 days), and (b) re-
quirements for documenting reviecws and decisions on
the advances and progrecs payments that are approved.


http:Handbook.15

In its response to the draft revort, the USATD/E pointed out that they
are currently followlng Agency policy. The response further states, iIn
part, "... . ALL roquosts for advance and prepress payments have been sub-
mitted to the AID/W approving of fice (SER/COM). 1t is my vnderstanding
that the concurrence of the 0ffice of Tinancial Managenent has hoen
reguired and that 'M/BEFD has eatablished evidence criteria required for
the supplicr to veceive payment. All suppliers receiving advance or
progress payrents have been required to cstablish a performance bond or
puaranty to sccure the advance or progress payments.  Government of Egypt
buyers have all agrecd, in writing, that any proceeds from such bonds

or guarantces will be used towards completing production of the equip-
ment or to cover the cost of new procurcment.".

However, we note that the cables going to AID/W do not cite the conmplete
basis of the progress payments, Corsequently, there is a need to esta-
blish coordinated procedurces within the USAID/E and in conjunction with
AID/W to ensure that limitations established by the regulations and
handbooks are carricd into the contractual documents and clearly
communicated and undevstood in AID/W before the authorization 1s granted.

Reconmmendation No, 3

USAID/E, 4in coordination with SER/COM and FM in
AID/W, establish procedures and safeguards to assure
proper approvals of and controis over CIP advances
and progress payments to suppliers by (a) requiring
revicws of proposed contract advances and progress
payments for compliance with Agency's Cash Manage-
ment Proccdures, considering applicable Uandbook 15
regulations, and (b) requiring the resulits of these
reviews be properly documernted and maintained in
official files.

4, ates of Disbursements

The rate of disburserment is an important factor in the CIP because this non-
pProject assistance is intended to address short-term economic necds of host
ccuntries and improve their Balance of Payment positions. To achieve these
program objectives of the CIP, obligated funds should be disbursed reasonably
fast and have a positive impact on the economy.,

The rates of disbursement under the CIP can be improved by establishing
systematic procedures to identify [ully completed transactions, thereby
enabling USAID/E management to immediately reprogram unused balances excess
to actual costs but remaining committed under issuved Letters of Credit.

These unused balances are "lost" in the system and vnavailable for use by the
GOE until they are identified and reprogrammed for other valid needs under
the CIP.
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Under current. USAID/E practices, such unused balances are ncot identified
on a systematic basis and may not be known to management until the loan
dishursement has reached about 90 to 95% and/or completed Letters of
Credit arc raconciled with estimated amounts initially cemmitted. As a
result, TDD dates of loans arce repeatedly extended under current practices
and dispropervibionately high attendant administrative costs are incurred in
managing the 5 to 104 veraining unused loan balances; and these remuining

balances are not aveilable to the GOE for valid disbursements.

Under a continuing-basis cowputer system,as we recommend,these "lost"

funds cculd bLe ddentiiied early and reprograwrned for GOE use under the

CIP witheout the need to extend TDDs. Administrative costs should be reduced
substentially,

Our analysis of rates of disbursemonts ddentified vnuscd balances totaling
§954,304 in three of the loans at the 90 to 957 disbursement stage as well
as the contributing causes. These three loans are about 5 to 6 years old,
yet these fuuds totaling $954,304 are not yet actually spent, altbough
considered, under USAID/E level procedures, as "disbursed'" and unavailable
for use.

Exhibit C shows the statieticsl correlatien of rates of disbursement
(measured in terms of percentapge) against time (measured in terms of months).
The most salient conciusions are: (a) non-durable commodities have relatively
faster rates of disbursements and an ecarlier, more positive impact ou the
host country cconomy than other types of commodities; and (b) two areas
varrant USAID/E attention. These two areas relate to (i) estimates made for
Letters of Credit, and (ii1) the point-in-time when the loan or grant reaches
00-8537% of distursement and uused balances way become apparent; the first
area contrilutes towards remaining unused balances--such as $954,304 for three
Joans~-and the two arcas set in motion cyclical reacticns which are adversely
affecting administrative costs of the CLP, ‘

Exhibit C and related material show:

- The time required from the date of signature to the first dis-
burscrent has ranged from 6 to 15 months. This has depended on
whether the conditions precedent are fulfilied in time and on
whethcr the processing of the financing request is initiated and
approved in an expeditious manner.

-~ The rate of disbursement depends on the type of commodity;
non-durables (tallow, cern, edible oil, tinplate, coking coal,
tobacce) move much faster than durable capital equipment or
project-like ccmmodities,
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The slopes of twe Loans (0326 and 052) are at complete opposite
extremces. Under Loan 036, imperts were for sparc parts, bus
sSpPYe parcte, tractor coupencents, water pumps and similar
durable comwdities. In the case of Loan 052, imports have
been tallow, corn, edible oil, tinplate, coking coal, and
tobacco ' ’ ’

~ In the case of durable or projecct-like COVmodLLJL., rates
of dishursemnents are not necessarily a true measure of
economic impact because they include advances and projpress
payments to guppliers--which arc sitbsvantial in amounts—-
for couipment that is boing or will be onstructed. One
exomple is $5.8 millicon paid to a svpplier tvo build equip-
nent for the Railway Traffic Centrol Ceuter; $969,000 (10 9)
was poid before the start of worlky $4.87 million udd itional
was paild at the point where enly a document suvvey had bean
issued and no project cequipment had ye! bzen consiructed.

- Three "threshold" periods are ovident. The first takes place
from zero to 70%; this is achieved in about 27 months, on
averape. The second period from 70 to 90-957, taxes nearly
as much time,on average, as for the first 707 cumulative
disbursement. Although the third period covers enly the
remaining 5 to 10%, it is the longest period and creates
remnant balances (such ag §954,304 discussed later in this
section) vhich are still undisbursced. The earliest loans
are about 5 to 6 years old.

Oui review pinpointed the manner in which the GOE estimates Letfer of Credit
amounts as the primary cause of creating these small remaining balances. In
this regard, the GOE normally overestimatcs the value of the Letter of Credit
expected to be used. For cxample, a Letter of Credit was opened for $33.0
million of coking coal; of this $32.8 million was actually used; this created
an unused balance of $0.2 million which was not kunowt until the loan was about
957% disbursed and a reconciliation wade of completed Letters of Credit with
initial estimates committed. Many such differences added together total to a
substantial awmount, In addition, these many differences set in motion
cyclical reactions within the CIP offices which add to administrative costs
of the Agency.

To better illustrate, our review identified a total of $954,304 in unused

lean balances. This amount represents the small remaining balances of three
Loans: 026, 027, and 029. These three loans were signed about five to six
years agc. They were oviginally supposed to have been totally disbursed within
18 months, according to statements in the Loan Paper. llowever, there were
complicatious, and extensions were made. After that, the errors in estimating
Letter of Credit amounts also created unknown balances. As a vresult, the
Terminal Dicbursement Dates (1DPDs) of these loans were amended six times for
026, five times for 027, and two times for 029, We believe the $954,304 unused
balance should have been deobligated if not needed for valid liabilities
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incurred pricr Lo the TDDs, This action weuld be consistent with AID Hand-
book 19C2 (i) which requires the Geographic Bureau, through Missions, to
maintain active and continucus surveillance of cach loan agreement to
assure that the funds oblignated therein do not exceed tlie wonetary value

of the goods and/or scrvices which AlD agreed to finance.

However, we were told by the USAID/E that a new request for another TDD
extension would be made.

Conclusions and Rocomrmendations

In our opinion, o point of diminishing returns occurs when disbuvsements
reach between 90 to 957 of all CI Program agreements in Egypt. It is at
this point that previously unknown differences (unused balances) due to
overcstimates at the Letter of Credit stage become apparent. This in turn
sats i» motion cyclical reactions where differences have to be determined,
small snmwounts accumulated and reprogrammed, purchase docuwments reissued,
and extensions of TDDs nced te be requested time after time. Trying to
dishurse a progran from 95% to 100% becomes extremecly expensive from an
administrative point-of-view; administrative costs at this stage grow
disproportionataely since the amounts involved are much smaller. We believe
that once an agrecment reaches 957 of all disbursements, AID should, as
general rule, allow the TDDs to expire, unless balances are true existing
cbligations,

Repeated TDD cxtensilons indicate that one of the basic program objectives
of rccsonably fast disbursements for short-term economic impact is not
being accomplished. This area, including project-like pvocurement under the
CIP, will be discussed 1n detail in our forthcoming reports covering CID
internal operating procedures and the averall program reviecw.

Recommendation No.g

USAID/E should review the remaining balances
of Loans 026, 027, 029 and {(a) determine if
tae $954,304 balance is required to meet
previously incurred, and still valid, liabi-
lities; if not sc nceded, (b) actions should
be taken to deobligate the amount.

A forthcoming report on Internal Operating Procedures of the CIP will discuss
in detail thz Missions's arrival accounting system that soon will be compu-
terized. In order to obtain more effective use of this management tool, we
recommend.
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Recommendation No. 5

The USAID/E integrate into the planned arrival
accounting computer program a system of
retrieving cxception reports that identify
Letters of Credit which have been fully
completed-—enabling management to immediately
deobligate and reprogram remaining funds on

a continuing-system basis,

In responding to the draft zudit report, the USAID/E agreed that the slow-
down which takes place once agreements are discussed 50-957 was ‘a valid
issue. The USAID/E is awave of this problem and will be developing a plan

to deal with it; this plan is to be ouilined in thelr response to the

final audit seport. The vresponse disagreed with two areas of our discussion:

- The USAID/E felt that the report identified a limited number
of specilfic transaction issues with the implication that therc
was a poor overall record of disbursements. They further stated:
"...While your draft Report highlights a.concern that financial
procedures retard timely disbursement, we are currently expending
almost $1 million each day for the Program. Of the $1.54 billion
obligated under the Commodity lmport Program between FY's 1975
and 1979, $1.28 billion has been fully disbursed by September
30, 1989. This represents an average disbursement rate of $256
millien over the period -~ a remarkable achievement by any
standard.,."

The USAID/E felt that the judgment expresced that once an agree-
ment rcaches 95% of disbursement, that the TDD should be allowed
to expire did not seem realistlc. The response, in part, stated:
"...Depending on the dollar amount of each Agreement, the final
5% balance may range from §4 to $22 willion. The loss to Egypt

of such substantial amounts cimply for administrative neatness

is not appropriate. Moreover, if disbursement is the main concern,
deobligations, of ccurse, 1s not the answer..."

The USAID/E position related to the $1.28 billion disbursement mevrits consi-
deration, provided there is a clear understanding of the types of costs
included in this ficure. This figure includes (a) true expenditures, (b)
advances and progress paymeuts, and (c¢) expended funds which are not having
an impact on the Egyptian economy. The true expenditures are having a bene-
ficial impact on the economy; these items.incJude corn, poultry, tallow,
soybean, buscs, trailers, and others. Advances and progress payments to
suppliers, as discussed earlier in this report, do not serve a beneficial
economic purpose to Egypt until the goods are delivered and are in operational
status. The disbursement figure cited also includes funds disbursed and
expended for items which have not begun to serve a useful economic purpose
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within the Ygyptian economy. Two exampleg are: a votary hearth
calcinator ($6.7 million - December 1977 Contract); and 2,400 tractors
($17.0 willion ~ April 1977 L/C; Contract not located). The calcinator,
-while it has arrived in-country, is not yet operational althouzh almost
three ycars have passed. The tractors were not the type ideally suitable
for Egypt and were priced abeve ordinary farmers' means; thus demand was
limited, sales were slow, and the tractors had no beneficial cconcemic

ef fect for extended periods of time--as lote as 1980 some of those tractors
were not yet sold. Total disbursements cited by the USAID/L include, for
example, the $23.7 nillion for these two CIP transactions. Cer=zeauently,
recorded total disbursements ave not, in our opinion, a true measure of
overall CI Vrogram success, nor are they the truest measure of short-term
econonic impact of durable or project-like activities.

The CIP undevbtedly has had beneficial effects in many areas not discussed
here, but this audit report section is irtended to show one management

area of the CIP where improvemznts can be made in rates of disbursements

to greater benefit the Egyptian cconomy. USAID/E corments on broad program
background and results would be better related to discussions in the forth-
coming report covering overall CIP issues and conclusions.

5. Coumodity lLosses

Quarterly reports continue to accumulate commodity losses now totaling $3.1
million but no effective actions have been taken by the responsible action
officers. USAID/E operating managers in the CIP need to identify and pursue
those losses that are receverable and collectible. USAID/E Centroller records
~and less reports should be adjusted and maintained to accurately reflect
recoverable losses based on CIP management determinations. Procedures should
be cffected for coatinuing monitoring of losses and appropriate follow-up
action, -

Since the inception of the CI program,according to the USAID/Centroller
quarterly reports, cumulative commodity losses total $3.1 million out of

$1.1 billion of commodities imported. Refunds from jinsurance companics cannot

be obtained for those losses below the criteria of acceptable losses established
by trading practices and AID/W. We were informed by USAID/E that importers do
not want to initiate action to recover the losses below the acceptable criteria
because 1t ic part of the cost of doiug business and is not significant enougph
to warrant an insurance claim. However, in instances where the losses have
exceeded the criteria, actlon has been initiated by the CGOE imperters and
refunds have been received from tlie insurance companies.

AID Regulation 1, Section 201.41 requires that the borrower/grantee maintain
adequate racords to document the arrival and dispositicn in the cooperating
country of all commoditics financed by AID. This responsibility was assumed
by USAID/E because the Government of Egypt (GOE) did not have the capability
to perforn this function. Te implement this function, USAID/FE issued Missicn
Order No. (MC) 15-3 dated March 30, 1979. Im part, this MO requires the
USAID/E Controller to publish a quarterly report of losses. These reports
are to give full details about the transactions in question. This report is
to be sent for action to the Project Officer or Cl manager.
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In line with MO 15-3, the USAID/E Contrcller has been publishing a
quarterly report of commodity losses but it has not been used by CIP
management to initiate actions nceded. Accordingly, the report continues
to accumulaic and show scome commodity losses which will never be collected.
We believe that USAYD/E recerds should be adjusted vo the amount of losses
that arc recoverable and continuing menitoring be done, ag outlined in

MO 15-3 to maintain accurate records through crffective follow-up actions.

Conclusions and Recommendations

In order to adjust records to the amount of losses that are recoverable, some
justifiable rationale should Le submitted by operating managers to the USATD/E
Controller. It stould be the responsibility of operating managers to flag and
pursue these lossces that arce recoverable and collectible. We believe the
following recomrendations will save time and administrative costs by limiting
the reporting and action processes to only those commodity losses where
managers can o need take action.

Recommendation No., 6

The USAID/E instruct CI operating managers to
(a) review the quarterly report of losses;

(b) determine those logses that are not
recoverable: and (¢) inform the USAID/Control-
ler in writing of those losscs that can be
justificd as nonrecoverable and noncollectible.

Recommendation No. 7

Based on information supplied by CI managers,
the USAID/E Controller adjust its gquarterly
reports to show only those losses which are
‘collectible and where action by responsible
CI managers can be taken.

To enable continuing effective monitoring and useful accurate reporting, the
USAID/E Controller should receive feedback from operating managers systematic-
ally.

Recommendation No, 8

USAID/E instruct CI operating managers, when
reviewing the quarterly reports of losses

for actions required under MO 15-3, to inform
the USAID/Centroller, on'a continuing basis,
of refunds collected, losses determined un-
collectible, and any other actions taken that
affect the status of losses shown in the
quarterly reports.
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6. JLocal Currency Counterpart Generations

AID Grant Ro. 263-0119, dated August 29, 1979, provided $85 million in
agsistance through the CIP and requires that the GOE deposit intc a

special Account lecal currenciecs cqual to about $70 million in proceeds
accruing under the grant. Grant Implementation Letter No. 4, issued by

the USATD/E on April 15, 1980, scts forth procedures with regard to
establishment of this Special Account and use of the GOE "Set Aside'.
Deposited funds are to be used for purposes mutually agreed upon by AID

and the Grontee. Planned uses of these funds can significantly benefit

the United States, ALD and USAID/E opcrations, the GOE, and the AID program
in Egypt.

Although USAID/E records show activity under this grant as early as February
1980, effective controls over substantial local currency funds generated under
this grant have not yet been applied by the USAID/E. Primary causes are:

(a) USAID/E delayed implementing procedures regarding establishment of the
Special Account and in monitoring activities therein; {(b) AID/V has not
furnisied the USAID/E with timely or accurate Report W-214 data te enable
notification to the GOE of required depcsits; (c¢) the GOE has not furnished
the USAID/E with required bank statements containing a record of deposits,
withdrawals, and balances; and (d) the USATD/E did not determine activity

and status of the Special Account in the absence of GOE statemenis.

In view of these circumstances, the audit team scheduled an exawmination of
GOE procedures, activity, and status of the account; but this cramination was
delayed because access to the account was not granted for over five weeks,
causing a further delay in obtaining and verifying account information.

Prior to an AID policy change in 1971 the aid-receiving couatry was requived
to deposit local currency proceeds that were generated and accruved under any
form of AID coumodity prcgram assistance. These local currencies, generated
from both grants and loans, were held in the name of the racipient country
and made availcble as needed for activities mutually agreed upon between the
host country end the U.S.

Since 1971 AID policy no longer requires deposits of lecal currency proceeds
that are generated from program loans. As a result, the loan-funded programs

of the CiP, the first of which were initiated during 1975, are exempt. However,
under the grent-funded programs of the CIP the cooperating country still is
required to deposit local currency proceceds generated from grant-funded
activities. Pursuant to Congressional urging, Agency policy has been to require
such deposits to be entercd into an account labeled Special Account "A".
Detailed AID policy concerning its foreign currency programs are nighlighted

in AID Handbook 15, Chapter 5.

By way of implementing the current AID policy, the USAID/E included a section
on use of local currency in its CIP gront agreement number 263-0119 dated
August 29, 1979. Specifically, Sectleu 5.07 of the referenced grant contains
the following requirements:
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««.Groutee will establish a Special Account in the Central
sanle of Epypt vhich aececount is hereinafier referred to as
the'Speciul Account' and deposit there in currency of the
Covernment of Lhe Arab Fepublic of Epypt in amounts equal
to proceecs accruinpg to the Grantee or any authorized
agency thercof as a result of the sann or dmportation of
the eligiblie items. Funds in the apcecial account may be
used for such purposes as are wutually agreed upon by

AID and the Grantee at the tine this Agrecement is signed,
provided that such portion of the funds in the Special
Account as mey be designated by AID shall De made available
to AID uo meet the requirements of the United States."

"...Deposits to the Special Account shall become due and
payable quarterly upon advice {rom AID as to disbursemen
made under the Agreement. Grantee shall make such deposits
at the highest rate of exchange prevailing and declared
for foreign exchange currency by the competent authorities
of thc Arab Republic of Egypt."

A v
[0

The USAID/E formally set forth procedures with regard to CI Grant No. 263-0119
for the establishment of the local currency Special Account in CIP Grant
Implementation Letter No. 4, dated April 15, 1980. It required:

- — the GOE to establish a Special Account "A" with the National
Bank of Egypt;

~ the CGOL to depousit local currency into the account based
upon advice from AID as to disbursements made under the
grant;

- the USAID/E to notify the GOE of required monthly deposits
based on- ATD's Program Assistance Transaction Detail of
Loan and Grant Activity, Report W-214. (The Report W-214
is issuved from AID/W and encompasses AID's official record
of montinly program disbursements of leoan and grant funds.);

~ deposits to be calculated at the highest rate prevailing
and declared for foreign currency by the competent GOE
authorities in effect on the date of each deposit; and

- the Natlonal Bank of Eeypt to provide the USAID/E Contrcller.
a monthly Special Account Bank statement centaining a record
of deposits, withdrawals, and balances.

The sequence of events discussed below and in succceding paragraphs highlight
some of the difficulties in applying USAID/E controls over counterpart funds
generated under this grant. Grant Implementation Letter No. 4 requiring the
GOE to establish a Special Account "A" at a specific GOE bank and establishing
formal procedures governing deposits and reporting of zccount activity to the
USAID/E, was issued on April 15, 1980. But USAID/E records show that by Bank
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Letters of Credit (L/C) ior $£,963,165 and $877,4060 had been issued about

2 months earlinv, on Febrvary 21, and 23, lgﬁg, respectively. Accordingiy,
procurement activity generating local currency deposits was underway months
before contrael procecures over the bopk dccount had been established or fuwe-
plenented.  As discussed in Tollowing pavagraphs, neither the GOE nor the
USAID/T. were complying with Special Account "A'" procedures, as established

and mutually agreed vpon. The lack of timely and accurate information reports
from AID/W centvibuted to this situation,

Grant Implementation Letter No. 4 requires the USAID/E to notify the GOE

of required monthly deposits into the account, based on data in AID Report
W-214. The GCL is also required to provide the USAID/E with monthly bank
statements, But, the June 1380 Report W-214 showed no disbursements and

the reports for July and August were not rececived so the USAID/F was unable
to instruct tae (UL on deposits. Although the account had substantial
activity--over LE 7 million by the end of June--the GOE had not furnished
statements to the USAID/E at the time of our audit. Accordingly, substantial
lecal currency was generated with no knowledge by the USAID/E of account
deposits, withdravals and balances.

The AID sccounting and information syvstem did not work well, and informatidn
was not furnished the GOE or the USAID/LE, in line with procedures established
in Implenmentation Letter No. 4, nor did the USAID/E obtain information fiom
the GOL.

A The June 1980 Report W-214 received at USAID/E showed zero disbursements
for the referenced grant. Ve were informed that the grant characters (i.e.,
263-0119) caused computer rejection of disbursement information because the
characters were "project' rvather than "program" designations. The computer
outputs for the W-214 are based on "program' designations. As a result, the
grant characters were medified and given a new designation of 263-K-601.
However, the W-214 for June, 1980 showed zero disbursements under the new
deslgunation as well,

B. As of mid-September 1960 the USAID/E had not yet received the July 1980
Report W-214 from AID/W.

C. As a substitute, AID/W has becen furnishing monthly cables to the USAID/E
containing preliminary W-214 summaries, showing cumulative grant disbursements
of $§15.1 million (June 30), $19.7 million (July 31), and about $28.1 million
as of Auvgust 31, 1980.

D. Disbursement information for Crant No. 263-0119, contained Zn the available
W-214, is significantly different than that shown in other reporting to the
USAID from AID/V. As a rcsult, the USATD/E Controller—-lacking the official
disbursement record--has neot been able to notify the AR.E. of required monthly
local currency deposits into tne Special Account.

As of mid-September, 1980, the GOE had not yet providad the USAID/E Controller
a bank statement containing a record of account deposits, withdrawals and
balances. At this point the USAID/E had no verified knowledge from the COE of
tire account activity or status, nor any W-214 data to even estimate deposits
to th2 account. As a result, USAID/E was unable to apply minimum controls
anticipated in Implementation Letter No. 4.
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In addition to verifying Speclal Account "A" activity and status, the audit
team found that the GOE had unilaterally implemented deposit procedures

that do not conferi to Grant Tmpliementation Letter (IL) No. 4. However, the GOE
could not: fully comply with Grant IL Fo. 4 procedures, nor could we assoss
them, since the Contral Bank of Egypt had never rzceived deposit instruce-

tions from the USAID/E during the period from March 6, 1980 through the

time of our visit on Octobésr 28, 1980. Whille GOE procedures scem reasonable

in view of account purposes, they indicate the need for a joint COE-USAID/E
review of current procedurcs in feorre, a2s previcuely established in Grant

IL No. 4 dated April 15, 1980,

After some five weeks' delay, we were granted clearance to visit responsible
GOE officials of the Ministry of Finance and the Central Bank of Egypt and
given access to the accoml., We considered a veyification of accouat transac-
tions and status necessary because of the significent amounts involved,
intended use ol these funds, indicated problems in controls and implementing
procedures and since this had not previously been done by the USAID/E.

Pertinent account information is summarized in lxhibit E and below. .
A. The account is at the GOE Central Bank of Egypt, Cairo (CBE).

B. The cumulative verified balance of all transactions is LE 20,344,173
as at October 14, 1980. There were no withdrawals. We cannot reach a valid
conclusion as to whether er nct the cumulative deposits are equivalent to
the amount required under Grant IL No. 4 procedures, since neither the CBE
nor the USAID/Y have accurate W-214 disbursement figures under this Gront.

C. All deposits were made 2t a currency exchange rate of LE,707 to US 31,

D. Grant IL No. 4 procedures have not been implemented and, to date, the
USALD/L has not furnished wonthly instructions/information to the CBE. The
CBE has never sent monthly bank staterments of the account to the USAID/E.

E. The CBE has unilaterally been crediting the account with deposits as
advised by commercial L/C banks of importers. These deposits arve credited
on a daily basis as received; i.e., sporadically rather than every day.

The CBE has not waited for USAID/E instructions for required monthly deposits
under Grant iL No. 4 procedures now in force. GOE officials informed us that,
due to commercial banking procedures, the COE procedures now falleowed better
guarantee collections from importers than procedurcs established under the
grant (i.e., under the grant, they must wait for USAID/E monthly instructions).
Accordingly, current GCE proccdures pevmit early deposits of generated local
currencies into the Special Account with streng controls over collection of
deposit funds. Under GOE procedures, single deposits, some in cxcess of LE 2
million, have been made on some 50 days over about a six-month period.

According to cognizant Ministry of Finance offlcials, basic GOE procedures are:



- The importer opens a L/C with an Egyptian "commercial® bank
in the supplicr's favor,

~ The commercial Dbank requires the importer teo deposit the
local currency cquivalent for dellar needs, and

- The commercial bank advises the Central Bank to credit the
Special Account with amounts depositod by the importer.

These procedures outlined above were verified during our examination of the
account: at the CBE, ‘

Conclusions and Recowmendations

Substantial funds have been accumulated in this account (over LE 20 million)

as of the time of audit review and about LE 50 million additional can be
expected. Pursuant to Agency repulations and the Grant, planned uses of these
substantial funds can sigrificantly benefit the GOE, the AID program in Egypt,
as well as AID and USAID/E operations. The GOE and AID--USAID/E have an interest
in assuring proper controls over funds generated and deposited into this account
until withdrawn for intended uses,

To date, Apency controls over amounts generated and deposited into the account
have not been effective and implementing procedures regarding establishment

and managenment. of the account have not been folleowed by the GOE, USAID/E, or
AID/W, Mo cstablish effective controls over the funds generated and accumulated
in the account, major problems indicated need to be resolved through close
coordination. We believe the basic problems include:

-~ The AID/W Report W-214 has not proven reliable for USAID/E use in
- monitoring grant disbursements.

- Procurament activity for the generation of local currencies was
initiated before the GOE had set up the account for deposit of
the funds gencrated. Two Bank Letters of Cradit were issued
totaling over $5.8 million during February, 1980, about two
months before Grant IL No. 4 formally established the Special
Account and related procedures. (The requirement for estab-
lishing the Special Account was included in the CGrant dated
August 29, 1979.)

- The USAID/E did not obtain required information on the account
activity or status to enable effective monitoring of deposits
generated.

~ The GOE did not provide bank statements monthly to assist
USAID/Z in cerxying out its monitoring responsibilities.

- The GOE unilaterally implemented deposit procedures that do
not conferm to Crant IL No. 4 procedures., In view of the
breakdown of Grant IL No. 4 precedures, the early 1980 start
of procurements under the grant, and the concexn over
assuring collection of all deposits generated by the grant,
the prccedures implemented bv the COE Bank may be more effecctive
than those established by Grant IL No. 4.
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In short, Grant IL No. 4 procedures have not been effective in controlling
local currencies generated because neither the COE, AID/W, nor the USAID/E
complied with these mutually agreed procedures. We believe the following
recommendatlons address the needs of the hgency and the GOE, both having
an interest in the use of these fundgs. :

Recommenda{ion No. 9

The USAID/E coordinate with the Central Bank
of Egypt and the Undersecretary of State for
Economic Cooperation and (a) determine mutu-
ally agreed upon and acceptable procedures
that ensure adequate internal controls over
Account No. 49-92--6031, and (b) issue the
required implementing documents under Grant
No. 263-0119 (263-K-601) to rcflect these
mutually acceptable procedures and centrols.

For clarity, we believe that implementing documents under this grant should
identify the Central Bank of Egypt specifically as holder of the Special
Account. Grant IL No. 4 specifies the National Bank of Egypt ‘wvhich is also
the name of a large GOE-ouned bank engaged in comnercial activities,

Recommendation No. 10

The USAID/L coordinate with appropriate GORE
officials and enforce the réquirement that
the Central Bank of Egypt furnish bank state-
ments of Account No. 49-92-6031 to USAID/E

on a monthly basis. :

In response to the draft audit reéort, the USAID/E stated, in part:

"The discussion In the draft report relates to a new procedure
and negotiation is in progress. In that sense...lt is inap--
propriately included."

Also:

"The Mission is in no position to either permit or prohibit
deposits to the Special Account by the Government of Egynt.,
The account is in the name of the Government of Egypt and
the Egyptian pounds are owned by the Government of Egypt.
Since we are not in a position at this moment to reconcile
such deposits with required amounts due from the Government
of Egypt, the recommendations are premature. It is the
iatention of the Controller to restate and enforce the
requirement for submission of bank statements at the time
the initial billing is submitted to the Government of
Egypt. I believe our discussions and negotiations with
the Government of Egypt are appropriate and timely given
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the newness of the procedure. 1 believe that systems will
‘be in final at the time of responsc to your final Report
but again would suggest that I believe it inappropriate
to include items in process as a part of normal and
scheduled Mission jmplementation to be included in the
draft."

Response to USAID/E Comments

USAID/E comments leave room for several interpretations and we address them to
add perspoctive for the reader. ¥rom the standpoint of Apency policy and pro-
cedures, this report section does not relate ro a "hew procedare" as suggested

in USAID/E comments. As discussed in the dvaft report (and on page 27 herein),
AID policy, since 1971, has required the cooperating countries to deposit local
currency proceeds generated uvnder the grant-fundad programs of the CIP into
special accounts. Prior to 1971, these same procedures were required for local
currency proceeds generated under any form of AID commodity program assistance-~-
both grauts and loans. Since additional C1P assistance is being funded under
another, new grant, inclusion of this report section seems especially appropriate,

After lengthy negotiations, the bilateral "Ecenomic, Technical and Related
Assistance Agreement' between Egypt and the United States was signed on August
16, 1978. This assistance agrecement included discussion on the use of grant
funding in the CIP and the procedures for use of the Special Account for depésit
of local currencies generated. ‘

The application of these procedures, then, under grant funding of CIP assistance
in Egypt, does not appear either 'new" or "unanticipated". Considering that this
grant was dated August 29, 1979 and contaired provisions, in line with Agency
policy, requiring the establishment of a Special Account for local currencies
genecated, we are not certain as to how the report discussions reliate to a

"new procedure" at this point in time. With first disbursemecnts expected under
February, 1980, Bank Letters ‘of Credit issued, it does not seem unreasonable

to plan and establish the Special Accouat at an earlier date to assure proper
controls over funds generated. Little, if any, controls can be exercised over
local currencies generated and collected before the Special Account has been

set up to receive them,

With respect to the other USAID/E comments, we believe these recommendations
address situations needing immediate manapement attention and should not be
dismissed as premature. We belleve they are warranted and useful. Given Che
problem areas outlined in this section, it seems in the best interests of the
Agency that more effective internal controls be in-place and operationally
successful. Since Grant IL No. 4 procedures now in force are not being imple-
mented, it scems in management's best interests to assure that new controls
and procedures are adequate hefore closure of the recommendations. If excluded
from this report, as suggested by che USAID/E, there is no basis to track
progress in successfully completing actions needed. The Agency and the GOE
both have a substantial interest in planned uses of these $70 million in
local curvrency generated from U.S. dollars granted,
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USAID/E comments address draft Recommendation No. 8 in some detaii before
stating "The Mission dees not agree with Recommendation No.8." This recom-
mendation vas dropped after ve finally were granted access to examine

Special Account "A" records and procedures.

7. Freight Costs of the CIP Programs

Accovding to computer reports sent to us from AID/W, freight costs financed
by AID under the CIP Programs in Egypt have amounted to $99,747,866. This
substantial amount vepresents the cost of complying with the 50/50 shipping
requirements of the Law, The $100 million, however, approximates 10% of
total CI) disburgencnts (about $1 billion) at the time the computer data wag
extracted; tahis constitutes dirvect reduction in the inflow of commoditics
and use of funds within the Epyptian cconomy. The statistical/financial
prefiles show a very good analysis of the concentrations of the freight
costs; those in excess of $1.0 million are shown in descending orvder:

Freight Costs
Type of Commod.ity US § Millions

Corn Seed, Yellow Corn, Wheat Unmilled
Bituminous Coal

Tallow & Aleco 0il Inedible

Fower Industry Vehicles, Motor Buses, Trucks and Parts
Cotten Seed 041

Wood Pulp

Prim Tinplate

Flue~-curcd Cigarctte

Soybean 0il Cake & Meal

Chicken, Young, Fresh

Cotton

Tobacco

Telegraph, Telephone & Power Cable
Ocean Freight under Volag Liner & Other
Cigarette Paper & Knaft Liner

Other Commodities

== = N
NN N WD
e o & = s e e o v o
DN LUDIDDOoO M>>IV N

[
lklklklkaklh-s>n:

TOTAL $ 99.7

The computer reports have generated many questions regarding AID's accounting
and information system for CI Programs which can only be found through further
analysis of vouchers and documentation maintained in AID/W. We anticipate that
a review will be undertaken by the AAG/VW some time in the near future. For
this reason, we are not making any recommendationms.
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8. Apents

The USAID/E hes made o decision, which was apparently concurred with by
AID/W, to finonce agents' commissions of CIP trancacticns as U.S. Dollar
costs rather thon as local currency costs. There have been questions

raised during the last five vears about this practice for two basic

reasons: first, the practice reduces the vaiue (estimated at $44.2 million)
of actual commodity imports into the Fgyptian cconomy; and second,; the
USAID/E has an incensicient posture oun this dssuc. In the case of capital
projects, the USAID/E refusns to finance agents' commissions as an operating
rule and these costs ave financed with local currency; yet, the USAID/E
permits U.S5, Dollar cost fincucing under ¢TI0, .

Our examination reconfirmed the validity end basis for the questions on the
practice. In fact, there is bhoth a reduction in the value of the assistaucc
and an inconsistency in the practilce. However, the subject of agents' com-
missiens is wost complex and availlable information too scanty to draw firm
conclusions at this point. In addition, the USAID/E, in its response to our
draft rcport, intveduced the fact that the practice extends into other arcas
aside from the CIlPregram. For this reascon, and in order to more fully consider
the subject in a broader perspeciive, we decided to includc our discussion of
the issue and available facts known to us in Audit Report No. 6-263-81-3,
entitled "An Ovevview of the Commodity Import Programs of Egypt," which will
be issucd o/a January 10, 1981, .
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EXHIBIT B
AUDIT OF THE FINANCIAL PROCEDURES AND CONTROLS OF THE CIP
STATEMENT OF DISTRIBUTION OF OBLIGATED FUNDS BY METHODS OF FINANCING
FROM FEBRUARY, 1975 (INCEPTION) THROUGH JULY 31, 1980
in U.S. &GO In Percentages
Lpan Number Bank Direct Others Total Bank Direct Others Total
L/Cor L/Con L/Com L/Con
267-K-026 $ €0,000 $ -0- $ -0- $ 80,000 100.07% -0-% -0- Z 100.0%
263-X-027 70,000 -0~ -0- 70,000 100.0 -0- -0- 100.0
263-X~029 48,000 46,000A/ 6,0001/ 100,000 48.0 46.0 6.0 100.0
263-K-030 140,774 8,2265/ 1,000%/ 150,000 93.5 5.8 0.7 100.0
263-X-036 64,058 9178/ . 2524 65,000 ¢8.6 1.4 -0~ 100.0
263-K~038 529,343 9,0197/ 1,623% -440,000 97.6 2.0 0.4 1C0.0
263~-X-~045 299,400 0- 8 6c31/ 300,000 99.8 -0~ 0.2 1CC.0
263-K-052 231,674 18,126 / 2003/ 250,000 92.7 7.2 0.1 1090.0
Grant 283-0119 78,5G0 3,0009/ 3,5002/ 85,000 92.3 3.5 4.2 100.0
Totals $1,441,749 $ 85,288 $ 12,963 $1,540,000 93.7% 5.5% 0.8% 100.C%
Notes:
1/ PA/PR Purchase Authorization / Procurement Requisition (Medical Equipment)
2/ Adm..Res. Administrative Reservation (Excess Property-Railcars, Trallers, Hospital beds)
3/ DA Dishursement Authorizaticn (Per Diem for training)
4/ This amount 1s allocated to WARD BUSES
5/ This amounz 1s alleccated to GM TRACTION MOTORS (ERS) and WARﬂ BUSES
6/ This amount is allocated te SCIENTIFIC EQUIPMENT
7/ This amount is allocated to REFRIGERATED RAILCARS, GM REBUILD TRACTION MOTORS and COMMUNICATIONS SYSTEMS
8/ This amount is allccated to AUTOMATIC BAKERIES
9/ This amount 1s allocated to BOOK PRODUCTION SYSTEM
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USAID/EGYPT
STATEMENT ON INTEREST AND PRINCIPAL REPAYMENT
AS OF 7/31/30

Loan Nunler . Interest Paid

Principal
e _Bcpayment .
263-K-020 $ 5,425,122 -0~
263-K~027 - 4,315,683 -0~
263~ﬁ—029 4,543,643 -0~
263-£~-030 5,196,798 -0~
263-K-026 1,202,181 -o—.
263-K~033 14,412,059 -0
263-R~0454 3,692,936 -0-
263~1-0458 550,208 ~0-
263~K-052 276,073 -0~

D

-~ Total. $ 39,614,703

ot rm e e e e e

;Notc: As of July 31, 1980, the GOE was current with its interest payments.
The Grace period of 10 years have not yet expired and no billing

for principal repayments have been made.,
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EXHIBIT E

Page 1 of 2
FINANCTAL PROCEDURES AND CONTROLS OF THE CIP
SUMMARY G ACCOUNT NO., 49-92-6031~-THE SPECIAL ACCOUNT
© FROM APRIL 5, 1980 THROUGH OCTOBER 14, 1980

Date of Deposits Withdrawals Balance
Statement Date Amount (s) Amount (s)
(LE) -/ (LE) (LE)
Fy 19801/
April 5 Not Stated’ 3,603 -0-
21 3,624
" 16 April 5 5,919 9,344
"1z " 16 17,736
41,045
1,844
7 70,177
"o20 "7 7,308 77,486
"o22 .20 1,796 79,282
"o27 "oo22 268,806 4
330,109 578,198
May 5 "o27 14
‘ 4,959 683,171
" 10 May 5 1,870 685,042
"14 " 10 7 685,049
15 14 7 685,056
"7 " 15 . 25. 685,081
" 20 : 17 7 685,088
"24 o " 20 266,952 o 952,041
"o2r o224 7 :
' 32,587 984,635
. "o29 "oo27 4,418 989,054
, June 1 " 29 20,361 1,009,415
"o June 1 13,683 2/ 1,033,100
"3 " 2 . 81,472 1,114,573
" 10 " 3 1,971,097 3,085,670
12 " 10 66,219
' 330,592 : 3,482,481
" 15 ' "2 7 : 3,482,488
" 16 15 - 50,204 3,532,693
"o21 " 16 51,831 3,584,525
"o22 *oo21 26,802 3,611,327
"o23 *oo22 877,239 4,488,560
"o25 " 23 709,209
332,219 5,529,995
" 30 "o 25 7

1,683,489 -0~ 7,213,492



EXHIBLT E

Page 2 of 2
. Date of Deposits Witlhidrawvals Balance
Statement Date smount (s) Amount (s)
~(g) 3/ -(LE) (LE)
ry 19811/ :
July 2 June 30 258,583 ~0- 7,472,075
"3 Juiy 2 1,963,205 :
67,802 9,503,083
" 7 1" 3 7
: : 7 9,503,098
" 10 " 7. 1,054,822 10,557,920
"o12 " 10 337,180 10,895,101
" 13 R 35,327 10,930,428
26 ¥ 13 217,170 11,147,599
August?2 "o26 7. 11,147,606
"7 August2 1,625,954 12,773,560
"9 "7 7 12,773,567
" 13 "9 14 :
45,471 .
76,638 12,895,691
" 14 : "o13 14 12,895,705
" 20 "o14 19,089 12,914,795
"o21 " 20 26,848 12,941,644
" 23 "1 967,014 13,908,658
24 "oz3 143,362 . 14,052,020
- 1,613,004 15,665,025
Sept. 3 "o24 232 15,665,257
"4 _ -Sept. 3 77,990 15,743,248
"y "4 - 216,969 15,960,217
"1 - "9 367 15, 950,585
" 25 " 16 2,115,696 ~
2,045,243 20,121,525
"o27 " 25 - 1,071 20,122,597
“ Updated Transactlons Per Central Bank Reccrds:
Oct, 2 64,279
124,146 20,310,995
12 25,260 20,336,255
14 7,918 - =0~ 20,344,173

Explanatory Notes:
1/, The GOE fiscal year endsJune 30.

2/ Represents an LE 10,000 error on Bank Statement; i.e., Deposits Per
Invoices were LE 23,683, instead of 13,683 as shown. Other minor
erroirs due tn roundinpg off,

3/ Includes a cumulative LE 26 shortage due to rounding off of piaster
deposits. : ' :
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APPENDIY. I
Page 1 of 2

ADDITIONAL BACLCGRGUND INFORMATION ON
THE COMMODITY IMPCRT PRUGRAMS OF USALD/EGYPT

Since 1975, when the ccononic assistence was initiated, there have been

nine loans and one grant sijpued which obligate $1.5 billion for the CIP.
These funds are sppropriated through the Feonowic Suppert Fund as authorized
under Section 532 of the Foreign Assistance Act (FAA). The following table
shows the amount of the obligated funds and their status, by loans or prant,
as of July 31, 1980:

Amounts In US $§ Millions

Loan/Grant No. CIr Obligated Disbursed Balance
026 ‘ I $ 80.0 $ 79.9 § 0.1
027 - II 70.0 69.9 0.1
" 029 : II1 100.0 99,2 0.8
030 JAY 150.0 135.5 14.5
036 A 65.0 56.7 8.3
038 VI 440, 372.7 67.3
045A VII 226.0 1 187.2 38.8
0453 VIII 74.0 58.0 - 16.0
052 IX __250.0 154,2 _95.8
Loans Sub-Total 1,455.0 1,213.3 241.7
Grant 0119 85.0 __ 4.5 80.5
TOTAL $ 1,540.0 $ 1,217.8 § 322.2

The Frogram Assistance Approval Documont (PAAD), which is signed by the AID
Administrator, presents, in capsule form, the intent of the program; this is
subsequently incorporated into the loan or grant agreements.

"The proposed loan will assist Egypt with its balance of
payments deficit during the coming vear. The loan proceeds
will finance imports of agricultural and industrial
machinery, equipment, spare parts and otheir essential
commodities and rclated services. The loan will assist
Egypt in its program te utilize full production capacity
of existing industrial enterprises and to provide agri-
cultural inputs essential to increase agricultural pro-
dvction."

The above slacenents have not changed sipgnificantly for the nine loans and
grant, except that some loans add wording such as (a) "...and for new
industrial expansion...'", or (b) "...imports of food..."

1 ’ P

The purpose of the loan or grant amounts were basically the same for the
first five loans {026, 027, 029, 030, 036):
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",..not to excecd...Million Dellars (the Loan) for the foreign exchanpe
costs of commoditiecs and commodity related services, as such services are
defined by AlD Pegulation 1, needed to assist the Borrower to increase its
industrial and agricultural production..."

The purpose of the loan cr grant amounts changed somewhat for the next four
agreements (038, 045A, 052 and 263-0119):

"...not to exceed...Million Dollars for the foreign exchange costs of com-
modities and comrodity welated services, as such services are defined by

AID Regulatior 1, needed to assist the Borrower in meeting a serious foreipgn
exchange shortage, achieving development objectives, improving the standard
of living and maintaining political stability..."

In sum, the obiectives of the loans and grant are to finance types of com-
modities which will assist the GOE to diminish continued crisis in their
Balance of Payments through maximizing production of existing or new in-
dustrial enterprises and increasing agricultural production. Importation
of some food is also authorized so that political stability can coatinuec.

About 95.57 of the obligated funds ($1.5 billion) are managed and chanrelled
through the Public Sector of Egypt. The remaining balance, about $68.5
million, was allccated to the Private Sector.

Thise 1s the sccond audit report.of the CIP. The series of four reviews
contribute, individually or collectively, toward the following audit objec-
tives:

To (a) evaluate the adequacy of USAID/Egypt monitoring; (b) evaluate coordina-
tion within USAID/E for the purpose of determining how CIP projects are
considered in recgard to the overall USAID program; (c) evaluate the progress
of the CIP program toward specific objectives in industry, agrieulture and

the Private Scctor of the economy; (d) evaluate the actual impact of the

CIP program on Egypt's foreign exchaonge needs; (e) evaluate the extent of

GOE involvement in the determination of items to be procured under the CIP
program and whether the items procured are in line with the GOE economic
goals; (f) evaluate the extent of coordination between the GOE ministries

in the acquisition and use of the commodities imported; (p) determine the
adequacy of both GOE and USAID/E arrival accounting systems; (h) evaluate
whether the planned computer system will be adequate for the proper control

of the CTP programs; (i) review and evaluate controls over counterpart
generations; and (j) determine the extent of action taken on prior recommenda-
tions.

o
\\



1.I3T OF REPORT RECOMMENDATIONS

Recommendation No.l

USAID/E establish procedures to (a) carry out Agency
policy set forth in State Telegram 273219; (b) review
and evaluate cach procurcment transaction to determine
the most effective financing method; and (c) document
and record the results of each review.

Recemmendation Yo.?2 .

AA/SER review the provisions of Handbook 15, AID

Cash Management Procedures and Regulation No.l regarding
Advances and Progress Payments to suppliers and, as
necessary, clarify Handbook provisions regarding (a) the

application of the 107 limit on advances within the require-

ments limiting advances to immediate disbursing needs (30
days), and (b) requirements for documenting reviews and
decisions on the advances and progress payments that- are
approved.

Recommendation No.3

USAID/E, in coordination with SER/COM and FM in AID/W,
establish procedures and safeguards to assure proper
approvals of and controls over CIP advances and progress
payments to suppliers by (a) requiring review of proposed
-contract advances and progress payments for compliance
with Agency's Cash Management Procedures, considering
applicable Handbook 15 regulations, and (b) requiring the
rcsults of these reviews be properly documented and main-
tained in official files. 4

Recommendation No.4

USAID/E should review the remaining balances of Loans
026, 027, 029 and (a) determine if the $954,304 balance
is required to meet previously incurred, and still valid
liabilities; if not so needed, (b) actions should be
taken to deobligate the amount. '

Recommendation No.5

The USAID/E integrate into the planned arrival
accounting computer program a system of retrieving
exception reports that identify Letters of Credit which
have been fully completed--enabling management to imme-
diately deobligate and reprogram remaining funds on a
continuing-system basis.

APPENDIX II
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Recommendation No.6 ) .

The USAID/E instruct CI operating managers to

(a) review the quarterly report of lesses; (b) -
determine those losses that are not recoverable;

and (c¢) inform the USAID/Controller in writing of
those losses that can be justified as nonrecoverable
and noncollectible.

Recommendaticon No.7 '

Based on information supplied by CI managers, the
USAID/LE Controller adjust its quarterly reports to
ghow only thoce losses which are collectible and where
action by responsible CI managers can be taken.

Recommendation No.8

USAID/E instruct CI operating managers, when reviewing
the quarterly reports of losses for actions required
under MO 15-3, to inform the USAID/Controller, on a .

continuing basis, of refunds collected, losses determined
uncolicctible, and any other actions taken that affect the

status of losses shown in the quarterly reports.

Recommendation No.9 )

The USAID/E coordinate with the Central Bank of Egypt and
the Undersecrctary of State for Economic Cooperation and
(a) determine mutually agreed upon and acceptable procedures

that ensure adequate internal controls over Account
No.49-92-6031, and (b) issue the required implementing

documents under Grant No.263-0119 (263-K-601) to reflect

these mutually acceptable procedures and controls.

Recommendation No.1l0

The USAID/E coordinate with appropriate GOE officials and

enforce the requirement that the Central Bank of Egypt

furnish bank statements of Account No.49-92-6031 to USAID/E

on a monthly basis.
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AA/SER

AAG/E
AAG/V
AG
Agency
AID
AID/W
ARVE.

B/C

Bank L/Com
CIFr
Direct L/Com

DM

ESF
FAA
™

GASC

GC
-GOE
HB
L/c
Mission

‘MO

scA
SER/COM
DD
TFRM

USATD/E’

FINANCIAL PROCEDURES AND CONTROLS APPENDIX TII

OF THE

COMMODITY TMPORT PROGRAMS OF ECYPT

ACRONYMS

e e e 0

AID Assistant Administrator/Bureau for l'rogram
and Management Services

Area Auditor General/Egypt

Area Auditor General/Washington

AID Auditor General

Agency for International Development

Agency for International Development

Agency for International Development /Washington
Arab Republic of Ygypt

Borrover Grantee (contracts bhetween host povern-—
ments and supplicrs)

Bank Letter of Commitment
Commodity Import Program
Direct Letter of Commitment

AID Office of Data Management under the Bureau
for Program and Management Services

Economic Support Fund
Foreign Assistance Act
AID foicc of Financial Management

Government of Epypt - General Authority for
Supply Commodities (Ministry of Supply)

AID Office of thg General Counsel
Government of Fgypt

The AID Handbook

Letter of Credit

See USAID/E

Migsion O:der'

Railway Traffic Control (Sy;tem)

Suez Canal Authority

The Office of Commodity Ménagement in AID/W
Terminal Disbursement Date .

U.S. Treasury'Fiscal Requirements Manual

U.5. Agency for Incernational Develcpmcnt/Egypt

\,\\9
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APPENDIX IV

LIST OF REPORT RECIPIENTS

USAID/EGYDPT
Director 7

Controller--Audit LJalson Officer ' 2

Inspections and Investipations Staff (AG/IIS/Cairo) 1

AID/WASHINGTON

AID Deputy Administrator
Assistant Administrator/Bureau for Near East (AA/NE)

Office

Burecau

w M

of Egypt/Israel Affairs (Egypt Desk NE/EI)
for Near Fast (Audit Liaison Officer)

T

Assistant Administrator/Bureau for Program and Management Services (AA/

Burecau

distribution to SER/CM, SER/COM and COM/NE)

Assistant Administrator/Bureau for Development Support

Office
Office
Office
Office

Bureau

Legislative and Public Affairs Office of IDCA

Office
Office
Office
Office

N

SER)
for Program and Management Services (AA/SER/SA--for

of Development Information and Utilization (DS/DIU)

of Legiclative Affairs (LEG) '

of the General Counsel (GC)

of Financial Management (FM)

for Program and Policy Coordination/Office of Evaluation (PPC/E)

—

of the Auditor General (AG)

of Policy, Plans and Programs (AG/PPP) ,
of the Auditor Generai/Executive Management Staff (AG/EMS/Cé&R) 12
of Inspections and Investigations (AG/IIS)

Area Auditor General/Washington

Area Auditors General

Area Auditor General/East Africa

Area Auditor General/East Asia

Area Auditor General/Near East

Area Auditor General/Near East--New Delhi
Area Auditor General/Latin America

Area Auditor General/Latin America--La Paz
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