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This report presents the results of our audit of the Appliad
Science and Technology Research Project. The objectives of the
audit were to determine whether: (1) the project was achieving
its purposes; (2) project activities were in compliance with the
grant agreement and 2ID regulations; and (3) funds were spant
ecoromically and effectively.

Evaluations of the project, reports by the Government of Egypt
and project consultants, and our review of selected activities
indicated that the ©project was essentially achieving its
objectives. The project also appeared to be carried out in
general conformance with AID regqulations with the exception of
the following matters.

An effective system was not in place for controlling Phase I
property wvalued at about $3.7 million. Accordingly, some items
were lost or damaged or not delivered to project sites until
several months after arrival in-country. Claims for lost, damaged
or defective equipment were not being pursued. Action has row
been taken in large measure to correct these problems. An item
totaling 538,908 for chemicals damaged durlng Customs insgection
still needs to bz resslved.

Ineligible costs totaling about $31,000 were reimbursed to four
contractors. Again, action was being taken to resolve the
questioned costs.

Controls were lacking over subadvances totaling $92,977.

Procedures have now been established which should take care of
the problems reported on.

Finally, the technical services agreement with the National
Bureau of Standards had run four years and cost $462,500. Most of
the objectives of the agreement remain unfulfilled because of
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delays in the arrival of equipment needed for the project. A
revised implementation schedule has been established and the
training of Egyptian aqgency staff resumed in the fields of
measurement standards and quality control.

We made four recommendations in the report directed to better use
of project resources and to the recovery of questioned costs. On
the basis of your comments on the draft report, we closed one
recommendation and parts of another upon issuance of this report.
Your comments were considered in finalizing this report and. are
attach~d as Appendix 1 to the report.

Please advise us within 30 days of any actions taken or planned
to close the remaining recommendations. we appreciate the
cooperation and courtesy extended to our staff during the audit.



EXECUTIVE SUMMARY

The Office of the Inspeétor General made an audit of the Applied
Science and Technology Research Project (No. 263-0016) to
deternine whether the project was (1) accomplishing its purpose,
and {2) being conducte in accordance with AID regulations. We
reviewed project activities from inception in March 1977 through
March 15985. 7Tr= audit was done in Cairo, Egyrt and in four
sub-rroject iocation in Egypt. We also visited two contractors'
Places of kusin.cs in Wisconsin and New York.

i@

The project'. vurposs wi:s to improve the institutional capability
of the Egyptian scientific and technical community to develop and
manage research prodgrams, with special emphasis on applied
research. The project was two-phased. Phase I laid the
infrastructure, and Phase II emphasizei the operational aspect.
The purpose of the project remained the same during both phases.

USAID/Egypt obligated $25.5 million for the project.
Expenditures, as of March 31, 1985, were $14.8 million for
consulting cservices, commodities, trairning &nd sub-projects. The
Governient oL L3ypt, Larough its liaplementing agencies. the
Academy of Scientific Research and Technology and the National
Resecarch Center was resporsible for project implementation. Five
U.S5. consulting firms provided technical assistance to the
Academy and the VNational Research “enter. The project was
scheduled for completion in October 1986.

Evaluations of the project made in 1980 and in 1983, progress
regorts issued by GGE and U.S. consultants, and our review of
selected project activities indicated that the Academy of
Scientific Research and Technology and the National Research
Center had succeeda.d in coordinating the resources of the
Egyptian scientific and technical community towards tuilding an
effective irctitutional cacacility in  cpplied reszearch. The
projcct appeared to be carried out in ceneral conformance with
AID regulations with the exception of the matters noted below.

o USAID/Egypt funded $5 million for procurement of
scientific and technical eguicment. The GOE did
hot estabiish a system to account for the arrival,
distribution and 1lccation of all Phase I items
totaling $3.7 million. Some items were not uzed;
many others were not delivered to project sites
until several months after arrival in Egqypt.
Claims for 1lost, damaged or defective equipment
were not pursued.

o USAID/Egypt reimbursed four contractors for
ineligibtle coztc totalling 313,240 and LE14,597
($17,5¢€7) .



0 The Academy of Scientific Research and Technology
had noc established procedures to monitor project
subadvances totaling $92,977 resulting in funds

being outstanding for longer periods of time than
necessary.

o A four-year technical services agreement with the
National Bureau of Standards costing $462,500 did
not produce the intended results of strengthening
GOE systems for measurement standards and quality
control because of delays 1in the arrival of
equipment needed for the project.

Thigs report contains four recommendations directed to
establishing better control over project resources and to the
recovery of questioned costs. Mission officials in responding to
the draft report outlined various actions taken to address the
recommendations. We considered these comments in finalizing the
report. We closed Recommendation No. 1 a and ¢ and Recommendation
No. 3 upon issuance of the report on the basis of the corrective
actions taken. Mission comments, without attachments, cre
included in the report as Appendix 1.

(C)//Lcr et H v/.éw—f/f’év /é«_’-fw’f 2L
Offfice /of the Inspector General
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AUDIT OF
APPLIED SCIENCE AND TECHNOLOGY RESEARCH
USAIC/EGYPT PROJECT NO. 263-0016

PART I - INTRODUCTION

A. Background

On March 29, 1977, USAID/Egypt signed a dgrant agreement with the
Government of Egypt (GOE) to finance the Applied Science and
Tnchrology Rrsezarch Project. The purpose of the project was to
improve tunz inctitutional cazability of the Egyotlan scientific
and technical community to develop and manage research programs
and to solve priority development problems. This was to be

accomplished by:

« Improving the quality of staff in the GOE
sclentifilc research institutions.

. Enhancing researcn capability and the use and
maintenance of scientific equipment.

. Expanding the data base of the scientific and
technical information syctem.

. Utilizing results of applied research in the
solution of specific developmental problems.

Phase I of the project was from March 1977 through October 1986G.
It conceatrated on designing and implementing three demonstration
and four research and development projects. Phase II commenced in
October 1980 and was designed to irpreve GOE  ipstitutional
capability in policy studies, manage research and development
activities and establish infrastructure support systems. The
project aQ51stance completion date was October 1, 1986.

USAID/Egypt initially obligated $3.9 million and LE760,000
($915,663) 1/ for the project. Suksequent amendments in March
1978 and August 1980 increased the obligations to $24.4 million
and LE395,000 ($1,078,313). As of March 31, 1985, project
disbursements totelled 213.8 mi'lion and LEB42,900 ($1,015,542)
(Exhibit 1). The GOE contributioan was to be the Egyptian Pound
oquivalont of $9.1 million which would pay for staff salaries,
incentives, and eguipment.

Two GOE entitieg, the Acadeny of Scientific Research and
Technology (ASKT) and the National Rezearch Center (HRZ) were
esponsikble for project implementation. Five U.S. consultants

(National Academy of Sciences, National Burcau of Standards,
National Institute of Health, Goorgia Institute of Technology and

the University of wWicconzin) porformad technical advisory
services which were financed by USAID/Egyut.

1/ LE.83 = 31.00 throughcut this report.
-1 -



B. Audit Objectives And Scope

The audit objectives were to determine whether: (1) the project
was achiaving 1ts purrgose; (2) project activities were in
compliance with the grant agreement and AID regulations; and (3)
AID funds were svent economically and effectively. The audit
covered zctiwviti-s from llarch 29, 1977 through March 31, 1985.

We examined USAIZ/Ecvpt, GOEZ and the Consuitants' financial and
prcject records and 1 >rviewed project personnel. We visited
four SEI Drog in Egypt and the University of

' . . ican Purchasing Center, Inc. (AAPC),

additlion to raviawing procurement
application of the certified overhecad
billings submitted to USAID by the
and the procurement service fees billed

act1v1t 25, we roviewad &
rates as retlected 1in th
Universizy of Wisconrsin
by AAEC.

v

We cdid not 2:dit other dollar expenditures of the U.S.
consultarts kecause suprorting documentation was not availacle in

Cairo. Also, we did not try to determine whather the expected GOE
contribution of 39.1 million had teen met because of the lack of
readily availacle Jaocumentation. 50 previous auditzs of thisz

project w:re mada.

The audit wourk was done from January 16 through April 30, 1985
in accordance with generally accepted government auditing
standards. We included such tests of the project activities,
records and internal controls as were considered necessary in the
circumstznces.



AUDIT OF

APPLIED SCIENCE AND TECHNOLOGY RESEARCH
USAID/EGYPT PROJECT NO. 263-0016

PART II - RESULTS OF AUDIT

A. Findings And Recommendations

l. Controls Arnc 3ccountability Over Project Equipment Should Be
Estaclishad

The Acad=~v of S-ientific Research and Technology (ASRT) did not
establisn an inventory management system to coordinat= the
receiving, delivaring and distributing functions for $3.7 million
of project eguigpzent procur=d during Phase I. Some equipment was
not used for several years after arrival in Egypt, claims for
damaged or lost eguipmant were not pursued, and delivery and
installation of equipment was delayed by several months. The
grant agreement znd AID regulations required ASRT to account for
AID-financed ecuaipment and to utilize it efficiently and
effectively. Az a result of these conditions project
implermentation, <therefore, was delaved, and AID funds committed
to the project wzre not used effectively or efficiently.

Recommendation No. 1

We recomnend that USAID/Egypt:

a. require the Academy of Scientific Research and
Techrology to «ztabl:ich inventory records to account
for arrival, distritution and location of all Phase
I project eguinrent;

b. issue a +kill for collection to the Academy of
Scientific Research and Technology for lost or
damased equizment; and

C. coordinate with the Academy of Scientitic Research
and Technolciy to ecupedite the shipment and delivery
of eguipnoent to projoct sites.

Discussion

The grant agreerent regiired ASRT, the recipient, to account for
the recoint and utilization of all goods and services provided
under tre grant. AID regulations  (Handkook 15) specify  that
commoldities finaznced under project agreements should be properly
accounted for, expeditiounly moved to their destination, and
effectively used for the purpose for which the assistance was
made available,



Accountability

As of December 31, 1984, USAID/Egypt had financed $5 million for
procurement of project equipment. Lines of authority and
responsibility were not clearly designated and it was difficult
to determine who in ASRT was responsible for the overall
inventory manag=nent function. Accordingly, ASRT had not
established an inventory management system to account for the
arrival, distribution and location. of the Phase I equipment
totaling 3$3.7 million. Stock records for these items were
generally incompl>2te. The problems were corrected during Phase
II, and the Univercity of Wisconsin established inventory records
which provided a rcatisfactory accountina of equipment valued at
$1.3 million.

Unused Egquipment

We made a physical inventory of 105 ijitems totaling $3,752,800, or
about 70 percent of the $5 million in equipment purchases. The
inventory showed that six items totaling 3170,000 were not used.
Three of the six items were procured during 1979, one in 1981 and
two in 1984. According to GOE officials, the equipment was not
used because of a variety of oroblems includina a research
laboratory not beirg finiched, unavailability of trained staff,
and missing manuals and/or spare parts.

Claims

ASRT did not pursue «claims for lost, damaged or defective
equipment in a time2ly nmanner. In a memorandum dated August 23,
1921, the troj=:ct consultant, th2 University o¢f isconsin,
provided USAID/Egypt a list of 34 itoms which were either lost or
damaged and defective estimated to cost 368,600 (Exhibit 3). Only
one claim covering one item was purcued, and damages totaling
$2,620 weore recovered. According to the Phase 1 procurement
agent, GOE officials did not forward surveyors' reports or other
independent asseszrents of  lost  and damaged eqguigment to  the
insurance carriers. Consequently, the claims became time-tarred.

In July 1925, ADET informed USAIR/Egyot that of the 1i
sl or defective  equipment  (Exhinit 5), two item:

lost, da:x

totaling 310,700 hai been repaired and wore being wuzed. MNo
satiscfactory accounting was received of the 32 remaining items
valued at 359,300.

Dn ] j‘T{rjlwﬂlewﬁLUflﬁ’{Llﬂfﬁfﬁfl

Delays  occurred  bhetwesn the time of ordering, <=hipping and

delivering o1 coulpnent to projnct siteg which hampered
implementation. For examrple, of eightesn purchace orders totaling
$407,000 procesoed boetwenn Sontember 1983 and Auzjust 1934, only

three orders totailing 5o7,900 woere cctually aoliversi to Projec
sites as ot April 198%. She other 15 orders wore oithor awaitin
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shipment or were not yet cleared by Egyptian customs authorities.

GOE project officials attributed the delays to time-consuming
U.S. and Egyptian Government regulations which were not taken
into consideration when - -planning the procurement schedules.

ays in the arrival and distribution of project

L rch lakoratories could not bte 1installed on a
tlmely tracis, and training programs could not be implemented
accordinj to scnadule. After eight years of project operation up
to March 31, 1983, only 58 percent {($14.8 million) of the total
obligated funds (325.5 million) had been disbursed.

Conclusions

Phase I project equipment was not gproperly controlled and
accounted for bty the grantee. A system was needed to do so. Also,
responsitility for lost or damaged equipment needed to be fixed
and collection made for those items for which the contractor, or
other parties, were responsible.

Management Corments

The Micsion zaid ASRT'z invontory of Phase T equipment is well
underway and will bte completed. The active inventory of purchascd
equipment is the responsibility of individual research ard
development institutions, and controls are in place at these
institutions. With rescect to lost and damaged equipment, the
Mission aid the amounts in the audit report were negligible
given thc comol°% procurements made under the project. It pointed
out tha*t all but 338,308 was now eoither located, expended, or
used elsewhere. FEogarding claims, 1t caid the 1nsurance teca
time-barrod befor2 the 1tems left Custons because of the
taken to cloar Custoas. The Mission provided a series of ctep
preclud> =zuch locses under Phase 1. Data also was provided
indicating that the project and ASRT were working clos ely to
expedite  and ictribute eoqguipment to the project sites. It

1 >
requecsted that this recommendation ke closed.

Office of Incprector General Conmmentc

The actions taken are recpansive to the iscues raised. Sections a

and ¢ ar~ closed upon iscuznoe of the report. Section b, however,
remains opon. Tho amount of 338,508 repreosenting chemicals that
were darvged during incpection at Custems must be settled. Tt i-

inapprorriate for AID to absorb this loss. Action chonald be taken
againct the party liakle for the damajye and the moniaoco recouped,



2. Questioned Costs Should Be Recovered

Certain costs eimbursed to four project contracters were
questioned because they. were unallowable under AID regulations or
under terms of the contractual agreements; or were not supported
by 1invoices, receirts, or other acceptable documentation. The
USAILC/Eavopt review of the contractors' fiscal repocts did not
disclos2 the ineligible costs.

Recommondation No. 2

We recommend that USAID/Egypt recover questioned costs of: (a)
$5,342 (LEZ&, 02 froam tha National Academy of Sciences: (b)
$12,239 (LE10,158) from the Georgia Institute of Technology; (c)
$10,560 from the University of Wisconsin; and (d) $2,800 from
Afro-American Purchasing Center, Inc.

Discussion

Local Currency Questioned Costs

The Natlonal Academy of Sciences and Georgia Institute of
Technnlozy Aauertioned cocsts concern the lack of documentation
authorizing the purchase of office eguipment, two technical
seminars, and certain housing and utility costs. Local currency
questioned costs are presented in Exhibits 2 and 3.

U.S. Dollar Questioned Costs

USAID/Eaypt overzcaid the Uriversity of Wisconsin $10,560 from
contract incegtion (June 14, 19562) throuch Septomber 36, 1984
becauce the wuniversity inappropriately included cguipment and
subcontract costs in the base for computing its overhead rate
(See Exhibit 4).

AAPC rprocured ccientific and technical equipment for the project
between lovenber 1978 and June 1983. .Undor the torms of their
agreement with USAID, AAPC was to be paid a handling fee of $20
per transaction, which was defined as the vendor invoice plus
freight, incurance and shipping toc“*nq_.. Howaver, AAPC billed

AID 320 for woacn invoice and 320 for freight, ‘."ur"nc_ ani
shipeing documents resulting in an overcharge of 320 por

transaction. A\U”': crocurement reports indicated an ovorrilling
of $2,800. USAID/Egypt chould reccver this amcunt from AARC.

In a May 1985 cable, the Univerzity of Wisconsin otated that the
overhead charyges billed to USAIL/Egypt were proper. However,
based on our review  of the University's contract with

USAID/Laypt, w2 continuced to belicve that the overhead charges
were overbilled by 310,560,

Of the LE4,439 questioned costs billed to AID by the Hationad
Acadewy ot Lodencos (kxhibibt 2), USALL/igypt toox acticn in oy
1985 to off~et LE1,570 (351,892) from the contractor's billinge.
The recaining quecstionsd costs of LE2,809 (33,457) have yebt to b«
resolvel.

..6..



Conclusions

Certain costs were inappropriately reimbursed contractors by the
Mission. Action needed _to be taken to recover these questioned
costs.

Managenent Comments

The Mission said that the approval by the Mission Director of the
project tudgst, which included the purchase of eguipment, met the
contract and drant requirements for the Director's written

approval. The 2ozts, therefore, were allowable. Regarding the
local currsncy cocte guastioned, the Mission said: (a) a legal
opinicit would oo buzlnt on the housing and utilities costs; (b)
LE1,57C had beon ithheld from the contractor's voucher and

another LE150 would be withheld for project support costs; and
(c) approval of the Mission Director would Lbe sought for suvplies
and services paynents, or absent such approval, the costs woulo
be disallowed. Regarding the dollar costs guestioned, the Mission
said that it would refar the gquestion of overzayments to
University of Wisconsin to the AID/W contracting officer. Also,
it would ask SER/CCM to issue a Bill of Collection to A4pC for
the costs questioned.

Office of Inspector Genaral Comments

The above actions are generally responsive to our recommendation.
We continue to believe, however, that specific approval by the
Mission Director of equipment purchases is needed to satisfy the
requirenents  of  the arrangements  between  the parties. The
arraniztents contemslated that the GCZ would provide the noeded
equipment. If the GOE didn't, AID could authorize such purchases,
The project budget did not include any determination that the GOE
was unwilling to provide the necessary equipment.



3. Procedures To Monitor Subadvances Should Be Established

Subadvances, totallina LE77,171 ($92,977) made by ASRT from AID
funds, were outstanding for periods of up to sixteen months. AID
financial management regulations require more timely followup and
liquidation of outstanding advances. ASRT did not establish the
appropriate accounting controls resulting in idle project funds.

Recommencition No. 3

We reccmmand  that USAID/Egypt have the Academy of Scientific
Resecarch znu Technology esteblish procedures to ensure timely
followup ari ligquidation of outstanding advances.

Discuscion

AID Handbooxk 19 (Financial Management) and U.S. Treasury

requlations required timaly followup and liquidation of

outstanding advances. The general rule was that advances would be

liquidated within 20 dayz. Project arantees wore required to
submit quarterly expeonditure roports and account for the advances

received. At the tirm. of our review. ASRT had not established

procedures to appropriately control its cash advances with the
sult that 3dvances renaineaq outstanding Lor several montns.

ASRT conducted ceveral research and denonstration projects which

were financed by USAID/Egypt. ASRT made ach advances from AID

funds to thoese project team leaders to defray local currency

expenditures. A3z of Tebruary 13, 1985, sixteen advances of

LE77,171  (332,977) were outstanding. Of these, six  advancos

Le36,2434 (344,429) or 48 oorcont of the funds wore outstanding
5

from cix to cixteen months as shown below:

~J

Period Cututanding Advances Amount Percent
0 - 4 Months 6 LE27,173 332,73 35
4 - 6 " 4 13,114 15,800 17
6 - 12 " 4 24,006 28,923 31
12 - 16 " 2 12,878 15,516 17
16 LE77,171 392,977 100
ASRT did not establish procedurec:z to monitor the advances which

ranged f{iom LELND (3120) to LE20,000 (I24,006). No time inte rv:‘
was fixzoed during which axpeniiture renortc were to be ocubmittod.
Project p.oroonnel sonctimes receivod 11v:ncus without licuidating
the previouas advance and  of ten delayed subnitting exponditusz
reports,

Subgeqaont to completing our fie]d worv, ULATID/Egypt in
coordination with AGRT  reduced  the outstanding  advancos bxy
LE&9,000 (459,040) . In  oracr  to  lapcowve i onitoring of

subadvances, ASKRY agrecd to perform o montily review of  the

- B -
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outstanding balances, withhold new advances from the principal
investigators until the previous ones were liquidated, and plan

forthcoming expenditures and advance requests on a timely basis.
These actions should satisfy the intent of our recommendation.

Conclusions

Procedures for controlling such advances were inadequate. Thus,
advances were outstanding for periods longer than necessary.
Improved procedures would cut down on the amounts outstanding and
ensure expanditure r2ports were submitted timely.

Managernont Tam~mants
dallage .S nn Lo rane

The Mission said a monitoring system for advances was now in
place. Also, it  would continue to monitor advances and
subadvances provided by A3RT to its principal investigators. It
requested this recommendation be closed.

Office of Inspactor Genoral Comments

1)

The actions taken meoct the intent of our recommendation. This
recommendation i3 closed upon issuance of the report.



4. The National Bureau Of Standards Technical Services Agreement
Did Not Produce The Intended Results

The Participating Agency Service Agreement (PASA) between USAID
and the National Bureau of Standards (NBS) did not produce the
intendcd resuics of strengthening Egyptian measurement standards
and quality control svstems. Thus, the agreement was extended for
anotner year to o i2te the work. At the end of the four-year
agreenant, MBS had conrleted only -one out of six activities
included in tha scorme of their work basically because of delays
in arrival of 2g.irment which hindered implementation.

Recor—.ondatinn YN~, 4

We recommend that USAID/Egqypt coordinate the activities of all
participants and rescurces involved in the agreement with the
National Bureau of Standards and establish revised implementation
schedules.

Discussion

USAIC/Egypt and the National Bureau of Standards (NBS) signed a
Particioatina Aagencv Service Agreement in July 1981. The NBS was
to provide technical assistance and conduct training programz for
two GOE agencies that provided national services in the areas of
measurenents standardization and quality controls over industrizl
and agricultural production, construction materials, and raw
materials.

The PASA listed six principal activities to be performad by NBS.
when th2 agreerent ‘terninated  on April 30, 198%, only one
activity had been completed. In March 1935, USAID/EgyDpt requested
a no-cost extension of the agreement to Octcber 1585.
Expenditures to March 31, 1985, wore approximately 3462,500 or
about 48 percent of the total obligation of $906,000.

USA1D/Egypt and GOE officials explained that delays 1n  the
arrival of scientific and technical equipment serioucly hindered
implementation of the ,agreement. Various training programss could
not be implersnted and the arrival of U.S. experts had to be
postponed. Conzzguently, the PASA oblectives of training GCc
personnel and cstrengthening the national syctem for measurexent
standards and quality contrel were not achieved.

USAID/Egypt project oflicials stated that NBS submitted a revised
implementation cchedule to the GOE in April 1995 which listed the
project activities to be completed by October 19385. These
officials said that most of the equicment reauired by NBS had now
arrived in Egypt, enabling WB3 to recume its technical advicory
services. In July 1985, the PASA was cxtonded to June i, 1986,
and the NBS advioed USAID/Egypt that several training prograns
would recune during Auqguot anag September ot 1985. In view of Lhe
probleoms cncountered Lroeviously, Lonali/bhyypt will] need to
coordinate activities under the agreement to encure coapletion,
- 10 -



Conclusions

The PASA did not fulfill the intended purposes basically because
of problems in coordirating the arrival of needed equipment.
Active involvement of the Mission was needed in coordinating
equiprnent  and  resources under the PASA  to accomplish the
remaininyg tasxs wore efficiently.

Managemant Cormants

The Mission said a revised implementation schedule with NBS had
been estaclished. Given the resumption of training activities,
the acrrival o voulpnonc, and the =xtension of the agreement, it
requested this reccmmendation be closed.

L.
4

Office of Incc:ctor General Comments

The recommendation was directed to the ongoing Mission
responzirility for coordirating activities under the PASA, which
now is due to expire June 1, 1986. The recommendation will bhe
closed when it is clear that all activities have been effectively
coordinated to accorplish the PASA objectives within the revised
timetrame.



B. Compliance And Interral Control

Compliance

Cverall, the project crerated within the provisions of AID
Handbook 3 (Project Assistance) and within agreements between
USAID/Egvyrt, the GOE and the U.S. technical services contractors.
However, four  roj=ct  contractors billed USAID with costs
totallinz 313,368 and LEL4,597 (317,587), which were not in
compliarce with under terms of the contracts (Page 6).

Internai JTontrol

All oblivitions ana cormlitmants were recorded on USAID/Egypt
financial r«ecords, and woere supported by obligating documents.
However, the rroject qgrantee, the Academy of Scientific Research
and Technology did not exercise control and accountability over
AID-finarced project equircment totaling approximately $3.7
million (Page 3).

-12 -
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EXHIBIT 1

APPLIED SCIENCE AND TECHNOLOGY RESEARCH
PROJECT NO. 263-0016
FINANCIAL SUMMARY AS OF MARCH 31, 1985

U.S. & Cbligations And Disbursements

Commitments Disbursements

Consulting Scrvices 317,599,970 $10,017,649
Commodities : 3,902,610 3,690,138
Training 106,172 ) 106,101
Miscellaneous 9,026 6,533
$21,617,778 $13,820,421

Uncommitted 2,782,222

Total 324,409,000

Financial Summary As Of March 31, 1985
Foreign Currency Furd

LE Oclizatic-~ A-d Dizhurcerents
Cormitments Disbursements
Travel LE 2,227
Training 3,982
Technical Services 501,478

Contract Supgort - Acadeny
of Scientitic Hezearch

and Technology 325,000
Miscellancous 10,207

Total LE 895,000 LE 842,894 (Note)
U.S. 3 Equivalent $ 1,078,300 $ 1,015,500

TOTAL 325,478,300 314,835,921

Hote: bo disbursements were mode out of this fund after June

1980,






EXHIBIT 3

APPLIED SCIENCE AND TECHNOLOGY RESEARCH
PROJECT NO. 263-0016
QUESTIONED COSTS BILLED BY
GEORGTA INSTITUTE OF TECHNOLCGY.
FROM OCTOBER 1, 1632 THROUGH MARCH 31, 1985

Costs Costs
Reported Questioned
Salaries LE101,659
Equipment ' 13,483 8,398 A/
Suppli s and Services 76,744 1,760 B/
Travel Transportation : 11,427
Other Jirect Costs . 10,741
LE214,054 LE10, 158
$257,896 $12,219

Notes:

A/

Equipment - LES,398 - Represents cost of purchasing two
typewriters and a photocovnyina machine. Article VIII, Section
8 of the contract agreemsnt states that office equipment will
be provided to the contractor by the cooperating country
(GOE). If the cooperating country fails to furnis the
necessary egiuipTent, the contractor may obtain reimburcement
from USAID tor orocuring the items with the written approval
of the Mission Lirector. There wis no documnentation that the
contractor obtaing the necescary approval,

Suppilies wo. Services - LR1,760 - Representc  oxtra  cash
payr-enots male ry toe contrasctor out ot ALL funds to  GOL
employecs responzible tor telephosne, telex, postal cervices,
water suapply and eolevator operations. Federal Accgiisition
Regulations pronhibit such payments Ly contractors.



IBIT 4

EXH

APPLIED SCIZNCE AND TECHNOLOGY RESEARCH

FROJECT NO.

263-0016

OVERHLEAD CHARGES BILLED BY THE
UNIVLRSITY CF WISCONSIN,

FRGM JUNE 14, 1982 TiHRCUGH SEPTEMBER 30, 1984

Salaries and wages $157,076
Fringe Benefits 11,894
Allowances 4,706
Travel and Transportation 2,528
Other Direct Costs $26,914
Less: Purchase of Equipment 14,560 12,354 (Note)
Subcontract Costs $68,825
Less: Amount Excluded $43,825 25,000 (Note)

Overhead Base (A) $213,558

Overhead Rate (B) 43% (Note)

Overhead (AxB) $ 91,830

Overhead Billed $102,390

Amount Overbilled 3 10,560

zan==a

Note:
The overhead rate of 43 perzent was negotiated by the Unviersite
of Wicconzin with the Zepartient of Healts and {lunan Sarvicns,
the Cognizant ~udit Aczncy. The rate in aprplicable against al:l
expoerte  ltems  z2anwn anove “#Zept purchites  of equiprent  ans

subcontract cosis 1n ex-ors

325,000,
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EXHIBIT §

Page 2 of 2
Estimated
PO # Supplier Description Qty. Cost
4768 Emerson Basket, periorated
Apparatus aluminum, 3"diaxXx9". 4 3 200 )
Company Set of gram weights, ) Note 3
200 gnm 1l 40
4776 Custon Modal C3-92M Sample )
Scientific Lhotener - Step )
Instruments down transfer 1 50 ) Note 2
4781 Diano X-Ray Powder )
Diffractorater 1 9,500 )
)
4872 Monsanto Rheometar Mzdel 100 1 3,200 ) Note 4
: )
4932 Harrop Hot Loaz Creoeop )
Lats Furnace - Model )
TDA-VI-2 1 5,000 )
$68,612
Notes:

l. Broken or damaged in transit.

2. Damaged by faulty electrical system at the National Research
Center, Cairo.

3. Lost or stolen in transic.
4. Needs reinstallation or factory sorvice to correct defects

Source: Report of CUniver of Wisconsin consultant to
’

sity
USAID/Egypt, dated Acuguss 22, 1981.
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

MEMORANDUM

T0:

FROM:

SUBRJECT:

SEPi9F-m

Josepn Ferri, RIG/A/CAIRQO p
) %‘4,
——
‘e

Frank B. Kimball, Director USAID/EGYPT"

.

30 cay respense; Draft Audit Feport Applied
Scierce and Technology Research Project
No.263-0016

Attached is the subject rescense prepared by the project

officer.

We request these corrents be included in the

final recort. Eacea on this rczonse we request the four
open reccrrercaticns be clcsed upon issuarnce of the
final regort.



DATE:

REPLY TO

ATTNOF:

SUBJECT:

TO:
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UNITED STATES GOVERNMENT

memorandum

September 12, 1985
S&r:sArif | A .

Draft Audit Rerort of the Applied ST Research Project 263-0016

Thomas Jonnsten?, XNidit Liaison/FM
The following z2re che Mission's coments on the subject report:

Peormr oo 1 ~enctees of three parts:

a. USaD will runiire the Aradery of Scientific Pesearch and Twechnoloay to

-5 cras fer 2ll Phase T aquimment up to and including i1ssuance of
equimant to tniie 1ndivicual BuD anstitucions. RIG/A has on file a
computerized list of Phace I equipnent purchased for the thticnal Pesearch
Center and prepared by the hiversity of Wisonsin with the assistanar of the
Bgyptlan SCienflilic Instrachtation Conter (SIS, Tho SIC {0 now resprnsible
for procurwiaic activinl-s whasr Uil froeloct.  The corpaterirsd list will
also Include pros:ct wxyzipmont purcrasod rfer the Contral Merallursical
Pagearch and Drvelorrent Inscitute, the Institute of Ocedanocrarny and
Fisherics as w:1l as the apoiment provided to toee Misor terca yers an ratr bl
Zayat. Won cormpletion, tne recormended 1nventory record of ASRT will be 1n
place.

I

tB The active inventory of purdiecod equiment 1s the responsibility of
the individual F&D institutions. These are in place
b. RIG/A L b T naalonr on s CoantreTo oot remrt ddaved Gotrner 1,
1981 fcc CquLpIent was oo livored prior to that dates In rovieWing tose
report, we note tne following:

r
’
e

w1

cr N

l. As shaown 1n Attadirent 1, the reported detective apnprent consists of:

a, Four tters witny a value of 44,022 walon wore recently locited gt
the tetional Feovarah Conter,
b, Twenty thres it oo Wwith o total valur of :tz,m.’. W CHare

exyan e ol ;11- oot rartervaln Wt restunnt ot rennn
from $5-3100, Mot of these tben nade g Lirated Trtetnr e anag
P have “:(pir'-fi.
C. Eight 1tens with o total vabiae of $38,%08 are ons toals that were

(LLF.-A(,“(J during inspection ot Castor,

d. Five iteps with a total value of 26,000 re airvently being
chadked by 12C,  They nay have taeen displaced ar aued an crher
laboratories,

OPTIGMAL Fr S 00,
tREw 1

GOAFPIAH d1 P 111,510 &
| 11 R ]

QUL AOVERAVENT PAINEINL PRIt yse. o L sepgs

RS
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USAID has also provided RIG/A copies of letters that we sent to Customs
requesting them to expedite ‘delivery of this equipment, Similarly, the
hiversity of Wisconsin hired a full time Bgyptian engineer (Mr. F. Racheb)
who is respansible far expediting equipment , causigqnments, overseeing the
equimment installaticn and keeping track of the project's proaurement process
in Bgypt. Dg. Fach<o is assisted by Igineer Mordi from the Scientific
Instrumentat.on Center to insure that the eguimment is installed at project
sites. We therafare request that tnis section of the recommendation be closed.

Recormencaticn 'o. 2 Geals with ineligible costs paid to four U.S. graups
unael Contriacis awllllscerad oy AID/W, namely:

1. The tational Academv of Sciences:

a. Equignent and supolies: Attached is the original grant No.263-79-G-004
between USAID and tne Contractor dated January 22, 1979, (attachment 4) for LE
262,400 in which USAID acreed to rr wide a budeet of LE 1,000 for the purchase
of office equipment. iz believe that such documentation signed by the Missimn
Director is satisfactory and therefore these costs are allowable,

b. Housing and utilities: we will request a legal opinion for the definition
of utilities and whether or not it includes myments for common areas used by
the Contractor,

c. Project supmort costs: We have withheld, as cf this date, IE 1,570 fram

the Cantractor 's vaucher and we will withhold the difference of LE 150 from
the next vaicher.

2. The Georgia Institute of Technoloay:

a. dipment: As explained in our memo of May 28, 1985 { Attachment 5) to
RIG/A, we snowed that the amount of IE 7,000 is included in the Egyptian pound
budget of Article VII of the cantract to purchase office equipment required by
the contractor as snown in his ocost proposzal. RIG/A quotes Article VIII of
the contract which reguires the Mission Director's prior approval for the
equiprent purchase. In view of the difference of opinimns we will reguest a
determination from the AID/W cantracting officer and if necessary we will
amend the contract retroactively.

b. suzolies and servics: Exhibit 3 of the Audit report refers to gratuities
pid to Governivnt of wmi/pt employees and cites FAR 52-203-3 which refers to:

1. Offering or giving gratuities/entertainment or gifts to an
officer/official or caployee of tne U.S. government .
2. btaining a oontract or favarable treatment under a ocontract.

The use of FAR-52.203-3 does not apply as the contractor used the services of
the @ME employnes over end above their normal working haurs. There is no
reference i AR that prevents payientc of salaries, ncentives cr other
remuneratica to @E employees. However, Mizsiom policy set forth in Missio
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Order 3-10 wrevents such payments unless authorized by the Mission Director.
n the basis of the explanation in our meimo of My 23, 1985, we will reguest
the Missim Director to retroactively aprrove payment in acoordinae with M. O.
3-10. In wmse the Director will not approve, we will disallow these expenses
from the contractor's vaicher,

3. WMiveraisy of i

consin: A5 the report shaws, there is a differenae of
opinicn /el F11 A ond the contractor as to the overpayment of $10,500 as
overhezi, w2 will relxr this difference of opinian to the AID/ contracting

officer fcr resolutiom.,

4. AAMC: S Tl @nract was adilnistered in its entirety by SER/Q0M, we
will asx SER/CCH to issue a Bill of Collection in the anoun® of $2,300.

RPecormendation . 3: O the basis of the new monitoring system adopted by
ASRT end =xplalird In page 11 of the Mdit repat, we are requesting this
recormenaiticn kbe closed, We will ocontinue to rmonitor advanoes and
Swbacdvancss pravlded oy ASRT to the principal imvesticgiters.

Recormencation b, 4 A5 minted out in tne Adit remrt, the 1BS has
completed a rvilsed tmplemntation schedule and all activities will be
ACOONMELLiTnoa Wwithnin e Gtonsial mriod. N e Dasls OL Ui [esditeion of
the training activities at MBS, we arrival of the apliprent and the no cost
extensian of the PASA as ewplained in page 13 of the report, we are raquesting
this recomendation be clased.,




LIST OF RECOMMENDATIONS

Recommendation lo. 1

We recommand that USAID/Egypt:

a. reguire tha dzaiz-v of Scientific Research and
Technology to estatlish inventory records to
account for arrival, distribution and location
of all Phase I project equicment;

b. 1issue a bill for collection to the Academy of
Scientific Research and Technology for lost or
damaged equipment; and

c. coordinate with the Academy of Scientific
Research and Technoloavy to expedite the

shipment and delivery of equipment to project
sites. (Sections a and c were closed upon
issuance of the report.)

Recommendation No. 2

We recommend that USAID/Eqypt recover auestioned
costs of: (a) 35,348 (LE4,439) from the HNational
Academy of Sciences; (b) $12,239 (LE10,158) from

the Georgia Institute of Technology: (c) $10,560
from the University of Wisconsin; and (d) $2,800

from Afro-American Purchasing Center, Inc.

Recommendation HNo. 3

We recomnend that USAID/Egypt have the Academy of
Scientific esecarch and Technology establish
procedures to ensyure timely followup and
liguidation of outstanding advancec.

Recommend:tion No. 4

We  recommend that USAID/Egypt coordinate the
activities of all participants and resources
involved in the agreement with the National Bureau
of Standards and ecstablish revised implementation
schedules. (This recommendation was closed upon
issuance of the report.)
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REPORT DISTRIBUTION

Mission Director, USAID/Egypt

Assistant Administrator, Bureau For
Asia And Nezr EFast (ANE)

Office OFf ZTauns NEf-ivn
Audit Liaison Office (AA/ANE)

Assistant To The Administrator For
External Affairs (XA&)

Office Of Legislative Affairs (LEG)
General Counsel (G<C)

Assistant To The Administrator For
Management (AA/M)

Office Of Financial Maragement (M/FM/ASD)

Senior Acssistant Adminictrator For
Bureau For Science and Technology (SAA/S&T)

Office Of Contract Manajoment (M/SER/CM)

Center For Develooment Information And
Evaluatinn (PPC/CDIE)

Inspector General
Assistant Inspector General For Audit (AIG/A)
Office Of pPolicy, Plans And Proqrams (IG/PPP)

Executive Management Staff (1G/RMS)

Assistant Inspector General For Investigations

And Incpections (ALG/LL/W)

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

RIG/A/Davar
RIG/A/Karachi
RIG/A/Teryuciyalpa
RIG/A/Manila
RIG/A/Nairobd
RIG/A/wasnington
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