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MEMORANDUM FOR 	D/USAID/EGYPT, Marshall D. Brown
 

FROM : 	 RIG/A/Cairo, F. A. Kalhamme-

SUBJECT: 	 Audit of Salary Supplements under
 
Control of Diarrheal Diseases
 
Project No. 263-0137
 

The Office of the Regional Inspector General for Audit/Cairo has
 

completed its audit of Salary Supplements under the USAID/Egypt
 

Control of Diarrheal Diseases Project No. 263-0137. Ten copies
 

of the audit report are enclosed for your action.
 

The draft audit report was submitted to you for comment and your 

comments are attached to the report. The report contains six 

recommendations. Recommendation Nos. 1 (a), 1 (b) and 5 are 

considered closed and require no further action. The remaining 
until
Recommendations are resolved ani will not be closed 


completion of planned or promised actions. Please advise me
 

within 30 days of 
Recommendation Nos. 1 

any 
(c), 

additional actions 
2, 3, 4 and 6. 

taken to implement 

I appreciate the coo
during the audit. 

peration and courtesy extended to my staff 

Attachments as 	stated
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, o" I 0 7 0008 Garderi City, iiro, Efypt EXta. .3.3 4,5 / G t 



Executive Summary
 

USAID/Egypt paid salary supplements 
 (or incentives) to host
 
country employees for years under several 
 A.I.D. projects.

Although such payments had been subject to Mission policy since
 
1978, Agencywide policy guidance was lacking until June 1987. The
 
36-million Control of Diarrheal Diseases project was a typical.


health services project employing financial incentives. It was
 
selected for audit because of the large amount 
 of incentive
 
payments financed from dollar-appropriated project funds. The
 
incentives 
 paid to Ministry of Health :'OH) employees were to
 
ensure an effective outreach 
 program by making rehydration
 
services and materials widaly available.
 

By September 30, L987, 12.362,000 had been budgeted for 
incentives by A.I.D. and about 0l, 100,000 had been disbursed. The
 
Government of Egypt (GOE) had contributed an additional 180,000
 
for the same purpose. In addition, $157,000 in A.I.D. funds had
 
been paid out for incentives but the GOE implementing unit had
 
miscnarged these 
 costs to another budget line-item. Since
 
October 1, 1987, incentives were being paid from local currency
produced by the sale of AID-financed rehydration materials and 
deposited in a project special account. 

The objectives of this economy and efficiency audit were to
 
determine whether: the use of 
 salary supplements was clearly

justified; the GOE had contributed its share to the program; and
 
management controls were adequate to ensure that 
 incentive pay­
mert3 were propertyv authorized , accounted for, promptly paid and 
reported. 

The audit showed that manageiment control s had not been adequate 
to ensure that salary supplement payments were proper, justified
and shared with the Invrnment of Egypt. The National Control of
Di ar rhea D iso ase. Project (NCDDP ) , the GOE coord i nat i ng
organization, had ,stablishle procelures to authorize and pay

incentives, andi] an aud it trail anequate to trace the use 
of
 
A.I.D. f lns; however, the system had not prevented unauthorized 
payments, overpayments, errors, mispostings, misuse of budget or 
delayed paymnent 5 

Delays of up to I year and more had occurred in paying incentives 
to MOH field personnel and some incentives were no longer
schedled to be pai d becauise of the OTi' l,,Vapse. The incentives 
were intended to moti vate doctors, nurses and other health 
workers to better achieve project objectives. A complex and 
cumbersome GOE system of approvals was causing the problem. As 
a
 
result, incenti yes were paid late to recipients or remained 
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unpaid, thereby reducing or negating intended benefits.
 
Moreover, the small amounts paid to many individuals spread over
 
so long a period raised a question about the effectiveness ot
 
using such payments as an important motivating factor. We
 
recommended that USAID/Egypt determine if monetary incentives
 
should ne coitinued or if nonmonetary incentives would better
 
serve project needs; ensure that the personnel due unpaid
 
incentives art properly compensated; and, if continued, work
 
toward a mrre efficient method of distributing payments.
 
USAID/Egypt ha3 agreed to provide assistance to NCDPP in re­
solving the inpaid incentives issue. Some system revisions had
 
been undertakei by NCDDP and USAID/Egypt planne) to review these.
 

USAID/Egypt f nance] salary supplements to GOE employees in 
amounts that exceeded the percentage of base salary authorized by 
Egyptian decrees. USArD/Egypt's guidelines require that A. I .D. 
funds not be spent fr purposes inconsistent with GOE policy. 
These supplem-rts were pa from A.I.D. furl s advanced to the 
project. The NCDDP Di rector had approved the maximum rates to 
which the recipients were enti tled plus bonuses to certain 
employees. 3e7 controls wore not in place to prevent such 
overpayments aA, a project manager was not aware that sup­
plement.s exc ec edI th, au thorized rates. As a result, funds were 
inappropriately spent hiring a 4-year period in which bcnuses 
were naid it a cost to A.I.D. of about 060,000 (LE59,520). We 
recommendled that USAID,I'i>ypt reccv, r these payments and ensure
 
that controls Are put in Place to prevent further unauthorized 
payments. nSATD 'g-upt plarnnd to recover overpaid bonuses and to 
estahfl i r('' prevent futire overpayments._r1.s to 


Thre r irt hidg t ,,.rvi "], more A. I.1D. funds for project 
incentives t te1a2 01,"1 for several reasons. Joint planned 
contrihutinsn Wn-et Si ni f i cant] more than neetel to fund the 
incent ie pronr ISA ID!Egypt ai1 the MOH had mutua lly agreed 
not t, ,t y ,mor, A.T.D. funds for incentives, but to use 
project ik Im i ri tal. As a resul.t, A. I .D.'s financial plan of 
$2,362, i WA- rator than the amount it spent, about 
0 , 260J ,000 . ' recimend el tihat USAID!Egypt eobligate about 
$l. 1 mi Ilion anneeaed finds for incentives. USAID/Egypt planned 
to make an inter nal eva]ut ion of the project in September 1988 
and to address the i ssue. 
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USAID/Egypt had paid incentives since 1978 without showing an
 
exceptional or overwhelming necessity for salary supplements, as
 
required by USAID and subsequent Agencywide guidelines. Project
 
management had leniently interpreted earlier Mission guidelines
 
and had not adequately addressed current A.I.D. requirements.
 
USAID/Egypt officials were not able to demonstrate that all
 
incentives were essential, that important factors 
 had been
 
considered in paying incentives, and that project funds totaling
 
about A1.4 million had been appropriately spent. We recommended
 
that USAID/Egypt's Office of Health submit a complete statement
 
by individual or by category of incentives, in accordance with
 
A.I.D. and Mission guidelines. (Subsequent to the audit, the 
Mission Director approved the con:inuation of salary supplement 
payments using project special account funds, on the basis that 
discontinuation of incentives would jeopardize project 
objectives.) 

Improvements were neded in accounting and reporting to properly
 
monitor the incentive program in accordance with management's
 
responsibility to establish adequate internal controls and
 
revised Agencywi (e guidelines and criteria.
 

Although audit trails were in place for payments to recipients, 
the review disclose] errors, mi spostings, misuse of budget,
delayed payments, overpayments to certain individuals, and an 
accounting system that was not geared to producing management 
reports. NCDDP reported total incentive costs incorrectly and 
did not report the letaiis as to how the money was spent. USAID/ 
Egypt and NCDD[P d id not requ i re hi s information and the NCDDP 
accou ing office had not initiated management reports. Ns a 
result, USAID/Egypt: did] not know of the errors and misuse of 
teinds. 4e recommended thot USAID/Egypt's Office of Fi nancial 
Management assist NC,) kP to ioprove i t s budget ing, accounting and 
management report*-ing system, recover overpayments to NCDI)P 
project Dft 11 s, and correct minspot jgs. USAID/Egypt planned 
to meet .with NCDDP on these issues and to provide assistance to 
them in irproving NCI)DP controls. 

Manaqamen t Comments: "We appreciate the opportuenity/ to comment 
on your-]raft audit report ont itled Audit of Salary Spplements, 
Control of I)iarrheal Dis, ,-sos, Project No. 263-1.37 dated August 
10, 1988. FW]e agree in principle with the findings and 
recommendations provided in the draft report. doe are looking 
into the problems cited ir the audit report and we will advise
 
you of any corrective action we will unrtake to resolve them."
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PART I - INTRODUCTION
 

A. Background
 

The paymenc of salary supplements to foreign government employees
 
is a sonsitive issue and a matter of Congressional and Agency
 
concern because of the potential this practice creates for
 
abuse. As is the case with many other A.I.D. Missions around the
 
world, USAID/Egypt had paid salary supolements for years under
 
various projects. Although subject to Mission policy, the
 
payments lacked overall Agency policy guidance to control these
 
expenditures.
 

Salary supplements are payments that augment an employee's base
 
salary or premiums, overtime, extra payments, incentives and
 
allowances. The employee qualifies under host government rules or
 
practices by performing his regular duties or for work performed
 
during normal working hours.
 

Mission policy covering this practice was established in
 
guidelines f~r the use of A.I.D. funds to meet Egyptian costs,
 
dated Decer- )er 14, 1978. The guidelines set forth the rule for
 
not paying employees or officials of cooperating Egyptian
 
entities except in cases of overwhelming necessity in activities
 
of high priority to the U.S. Government. The policy ,"s
 
rewritten in June 1987 to incorporate new Agencywide policy
 
criteria for the payment of salary supplements to host country
 
employees. Agencywide policy was further clarified and restated
 
in April 1988. The new guidance applies to the use of A.I.D.
 
dollar resources, as well as to U.S.-owned local currency and
 
host-cointry-owned local currency jointly programmed by A.I.D.
 
and the host coin y. 

The Control of Diarrheal Diseases Project was a typical 
USAID!Egypt heal th project incorporating financial incentives and 
was selected for because the amount ofaudit of incentives
 
budgeted and paid from dollar-appropriated project funds. The
 
project's purpose was to reduce chi Id suffering and mortality
 
from diarrheal diseases by making rehydrat ion services and 
materials widely available through a national program. The use 
of incentives was to ensure that an effective outreach program 
was 3ustained.
 



A.I.D. signed a Grant agreement which, as
 On 'eptember.SJ-~ 27, 1981 ational Control of
__mende4,P.rXiA~ e 36 mil.ion to the 
frnentof Egypt~et


Diarrhe 1a''Diseases ProjectD:(C - Th e 
coordinate, ­established NCDDP to


Ministry of ;Health (MOH) 

of other organizations
enhance activities
facilitate and the 


involved in the project. NCDDP personnel are responsible for 
. 

carrying out the tasks involved in implementing the project, such 


trainers in the use of oral rehydration therapy,
as: training of 

clinical services, clinical
 

development of training programs and 

of oral rehydration
publicity, supervision
supervision, program 


and research.
 
salts (ORS) production and distribution, evaluation 


is responsible for providing
The USAID/Egypt Office of Health 

required administrative approval to project actions.
 

grant was
 
As of September 30, 1987, $2,362,000 of the $36 million 


which about $1,116,000* had
 budgeted for incentive payments of 


been reserved and $1,099,000 disbursed by A.I.D. rhe host 

additional LE180,000 ($180,000) to 
government had contributed an 

Effective October 1, 1987, USAID/Egypt stopped using
incentives. 
 October 1, 1987 to December
*A.I.D. funds for incentives. From 

out $17,429 for incentives using

31, 1987, NCDDP paid about 


funds generat-d from the sales of A.I.D.-filnanced
special account 
 was September

ORS. The amended project assistance completion 

date 


30, 1990.
 

3, Audit Objectives And Scope
 

an
 
The Regional Inspector General for Audit, Cairo (RIG/A/C) made 


NCDDP
 
economy and efficiency audit of salary supplements 

'paid by 

this practice. The Control
 

as part of a worldwide IG review of 

examined in Egypt because of
 

of Diarrheal Diseases Project was 


the dollar significance of the A.I.D.-financed expenditures. The
 

audit covered $1.1 million in A.I.D. incentives paid to GOE
 

period inception of the project,

employees during the from 


USAID/Eqypt
1981 through December 31, 1987. Other

September 27, 


niot examined,
which incentives were paid were

projects under 

during this audit.
 

rate of exchange in effect during the period ranged from
 
*+The 
 o. LE.00
We used an average rate
a. $1.00.LE.Ohr3 to LE2.17 


report in expressing the dollar 
: $1.00 throughout this 

costs financed by AID and the
equivalents of Egyptian pound 

GOE.
 

.2
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The audit objectives were to determine if: (1) the use of salary
 
supplements was cledrly 
 justified; (2) the GOE contributed its
 
share to the program; and (3) management controls were adequate
 
to ensure 
 that incentive payments were properly authorized,
 
accouated for, promptly paid and reporte.
 

The aud it includied visits to USAID'/Egypt project offices. MOH, 
NCDDP, andl ,at the I, cal level to seven general hospitals, five
 
health uni ts, 
two- med ical cen' rs and three maternal chi id heal th 
centers in fo:ar of the twenty-six governorates (provinces). At
 
locations v ;inited, ,iscussions were held with cognizant offi­
cials, recards were rq'viewed, and procelures were tested on a
judjmeo.i han.i for nay;nents inane during the period of April,

May and ,, , 1M 7.
 

The reviw of compliance and internal controls was limited to the
 
findings K this report. The au]it work was done between August

1987 an. May 198H and was carried out in accordance with 
generall y accepted government auditing standards. 
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PART II - RESULTS OF AUDIT 

The audit showed that management controls had not been adequate 
to ensure that salary supplement payments were proper, justified 
and shared with the Government of Egypt. 

The NCDDP had established procedures to authorize and pay 
incentives using A. .D. funds and an adequate audit trail to 
identify the recipients who were paid. However, the audit showed 
that the system had not prevented unauthorized payments, 
overpayments, errors, mispostings, misuse of budget, and delayed 
payments from occurring. Some field personnel had not received 
payments due them after 1 year, and nonuses to office staff 
exceeded amounts authorized by Egyptian decrees. 

Although the incentives had been poin since April 1982, the ho~c 
government hal contributed only a small portion of its planned 
share. USAII)/Egypt and the host government agreed to stop using 
A.I.D. funds in 1987, and to use project-generated funds instead. 
As a result, grant finds of about $1.1 million were not spent. 

USAID/Egypt did not have a clear justi fication for paying 
incent i yes. A just ification statement prepared in September 
1.987, luring the audit, was incomplete in that it did not 
address: ind vidiual, or each category of, rcnipients; valid 
reasons why the GOE could not provi de funds from its own 
resources, speci fy needs in terms of project objectives, or 
adequately aid ross the deficiencies noted later in the audit. 
Notwi ths tandIi ng oxpressed audit reservations regarding the 
continuation of these payments, the Miss ion Di rector again 
approved incnt ivI payments undf r the project i n August 1988, 
which w.a; wit-hin hii authority to 1o. 

The repo r r conmm, nd; ti t USA ID/Egypt exam i ne the issue of 
delayed r,,ash 'suppl ements ensurin7 that past deficiencies are 
correc;ter; recove r bonuses and other overpayments, and see that 
controls are in place; ,Iobligate unneeded grant funds; submit a 
complete justification statement for payments, if continued; and 
seek to improve NCDDP's budgeting and accountiig controls and its 
reporting to USAID/Egypt. 
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A. Findings And Recommendations
 

1. Field Personnel Had Not Received Incentives after 1 Year
 

Delays of up to I year and more had occurred in paying incentives 
to MOH field personnel and some incentives were not scheduled to 
be paid because of the time lag. The incentives were intended to 
motivate doctors, nurses and other health workers to better 
achieve project objectives. A complex and cumbersome GOE system 
of approva.s was causing the problem. As a result, most of the 
$1.4 million in incentives were paid late to recipients or 
remained unpaid, thereby reducing or negating intended benefits. 
Moreover, the small amounts paid to many individuals spread over 
so long a period raises a question as to the effectiveness of 
using these payments as an important motivating factor under the 
project . 

Recomme ndat ion -Yo. I 

We recommend that USAID/Egypt:
 

(a) determine if salary supplement payments to field personnel
 
are 6esirable or should be discontinued;
 

(b) determine if the ase of nonmonetary incentives would better
 
serve project needs rather than relying on a cumbersome
 
system of felave] payment rewards; -nd
 

(c) ensure that 41011 field ,mp nyoes who were due incentives, but
 
dlid not receive them because of delays in the payment
 
process, a re app priately compensated.
 

Recommn,.ndat,.on No. 2
 

We recommend that if salary supplements are continued, the
 
USAID/Egypt Office of Financial Management, in conjunction with
 
the Project Office, consult with the Government of Egypt in order
 
to devise a more efficient method of distributing payments.
 

Discuss ion
 

NCDDP did not distribute incentives promptly to MOH field
 
personnel an( time lags had incr sed . For example, as of
 
January 31, 1986, the Ghar'bia Governorate had not yet received
 
funds to pay incentives for the 4-month period (October 1985
 
through January 1986) and Sharkia Governorate had not received
 
funds to pay incentiyes for 2 months (December 1,985 through
 
January 1986). At the end of June 30, 1987, these tim lags had
 
increased to 9 months for Gharbia anrd L2 months for Sharkia.
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, eAddi t ionally , a fte r check s wer ~ I if inalliy !i~iiiissueid i iby i NCDDPi i:ithese [!!iii' !i 
! : sometimes rlne aiGoverno rate tok3 mnh t niiul 

an reuntepadlssto -the NcDDP head .office i :because lists 
weentt ereturned I until a fter all irecipients l0cated, were l - .: 

paid.Wi n c e n t i estimated that:/it tokmore. Lhan a year i in some )cases.v e s for to be received by recipients. 

According to an evaluation report in February 1987, •the f•inancil 
S incentives offered to health personnel were intended to motivate 

workers toward achieving the project's b' par.." lly
 

comensating fo urret low salaries. 

Delays in paying incentives were attributed to .the cumbersome •
 

. system in place for review and approval of payments to field.
Sdpersonnellthrough governorate district and NCDDP offices. In 
Sharkia, as an example, typically the General Director evaluates 
the Governorate Coordlnator who in turn evaluates cthe Health 
Directors of the t12 regions. Each region has about 15 
rehydration centers. The Health Directors then evaluate about 
f80doctors in the field health units, spitals and medical 
cenorn t g o aealua in theserdoctors evaluatefnncathe 
estimated 180 nurses and 180 workers ineach center. t moiv 

The evaluationsd ce te and rev' obwed
by the Regional Health
 

:Directors who for biweekly together to the evaluations,iRecommendations make,incentlves, visits with each. center. 

are then sent to the Governorate Coordinator who . reviews, J­approves and has lists pe red for incentives to be paid tomeach 
designated estimatedperson. After180inursestandreview and approval by the180eworkers in each center General 
Director, the lists are, typically t he General Coordinator
 

a p p r o v a l .at NCDDP for reiew an d Before approval, the lists go 
to the NCDDP accounting department to review calculations. 

A check is fnaly Tprepared, signed by appropriate NCDDP
 

officials, oand returned wilth the lists to the governorathe
casThe casiiern ch ew r egionecashesretcoand end b the 
approve and has lists peared for incentis tonarbe9pai
a to fech
rthat ors who have been received thattso ene
 

can pick them up and sign the -lists. After. every , individual re- ,i,cves his money, the cashier returns the signed ists to NDDP.i 

d e l a y s i. In ,al follow-up ireview of in payments on Marclh 29, 1988, !weSfound liss of unpaid incenti venora Co rnorates since Ap i 

.- doctorsi nurses, iworkers and-,to others ,in the governorates. .i Dueiii 
todelays in Asti and i approving alists by th egernoralte 
aDi er stits ae then were not being processedornto 
o e accounting dce. m requests datedsto prinNCDDP Governorate 
offtmcir, 1987 , werne either tnsch uled to be paed or were 

i 



to be cancelled. At the time, USAID/Egypt and the MOH had agreed
 
not to use A.I.D. direct funds to pay any incentives after
 
September 30, 1987, and NCDDP had not received authority from MOH
 
to use the special account funds (local currencies generated by
 
the sale of AID-financed commod ities) to pay incentives for work 
periods prior to October 1, 1987. 

The audit disclosed that incentive payments were made to about 
S,584 people associated wi. th the project, incl udi ng doctors, 

nurses and workers assigned to ORT fieKd units. Based on rates 
paid, genera llPy, doctors recei ved less than LE1 80 ($180) and 
nurses less than LB 120 ($120) for a year. These payments were 
often delayel for a year )r More. While ]the possible symbolic 
impnrtance of any reward amoun t cannot be Ii scounted, the small 
amount of i ncent iv s pail to many project suppor t poersonne l 
soread over so tong a period appears questionable in toerms )f an 
important motivat in . factor for achleving project objectives. 

Salary supptlome nts oose] enhance project support. InWac s-pdto 
total , 01 .436 mill Lion was chAnno l from Ai) and GOE funds for 
this pu rpo se . UiSArID/Egypt needed no recon:; ]i er whether sup­
plements Wor, lesirable anrl should he continuod, or whether other 
types of i scent-i,,'es wouild b. more' effective. 

In the Iottor snlaos or the and it, the USAiD/Egypt Office of 
Heal. th submitt,! an act. ion memoran li to the Mission Director for 
approval to finance salary supplements; from the project Special 
Account (See Exhibit 3). Although the memorandum did not spe­
cifically address the doeficiencie iotad in the audit, the action 
was arppovedt. In the judgment of th i iss ion Di rectcr, dis­
cont.inu.ing h salary sapplements now bein paii would j opardize 
project object es. The Di rector has the authori ty to grant such 
approvails under ,o)ing projects. 

Notwi _h, ndng rese rvat i ons the ofthsa our about effectiveness 
continuing these payments, Rocommenrltion No. I (a) and (b) are 
consideredi closeod upon i s'suance of chis audit report. Regarding
Recommendat ion No. I (c) , USAID/Egypt's Office of Financial 
Managomrent: ha agreed to pirovide0 assistance to NCI)DDP in resolving 
the unpaii incen tives issue. The recommendation is considered 
resolved and can be closod whoen the funding is provided and 
payments are being m de. 

Regarding Recommendation No. 2, NCDP has undertaken certain 
system revi s ions . [ISAID/Egypt plans to review the revised 
incentive s;?stem and to advise of corrrective act ions . The 
recommendat ion is considered resolved and can be closed when
 
those act ions are completed. 
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...........................financed ,sa r-i-a,-y n ts---t o--MOH nd-Mini's try- ...........
s u ppleme 
.~-~1~.~ - P ,•,. 
- . . 

;prone)iam"ountis ,that ~iexceeded the percentage 
, th
 

of base salar
 
"­ :authorize4d by Egyptiian-decrees. uSAID/E....t 'S" guidelines req.....e


that A .ID.: ifunds :not. be-spent :fo...:purposes inconsistent with GO]

plc. Tese- supplements, -:in tefr f icnie n
 . ::!bonuses, wer paid: 
from :A.ID, funds .advanced to the ;proje'ct and ;~


:
.
ii~~!.were lcharged t the A .I .D ;budget line item for: incentives.: The i
 
'-NCDDP'!Director the incentives n t: at :the
maximum rates hadwhichapproved.recithe ients were for pa yme t e
to entitled, and .
 
bonuses as additional special rewards to the same employees. GOE
Scntrols Swere in to overpayments and
menot place prevent such 

S nUSAIDcs project management was not aware that the headquarters

personnel were paid salary supplements cthat exceeded sathe
 
authorized-rates. As aresult, A.I.D funds were inappropriately


Snspet wring
a 4iyear period in which bonuses were paid at a cost
 
we c.hdof about 60,000 (LE59,520) f n i The
 

i Recommendation No:. 3 
 /
 

We recommend that USAID Ept t i for.pay.ent.at he.. ...
 
(a) recover t overpayment ofi bonuses charged to AI.D funds,
bnuby issuing aBillfor Collecton ro the Government of Egypt
 

;for- excess.. payments totaling LE59,520, or offsetting this
 
i i, " amount against,future disbursements; and ... " ii'
 

(b) ensure that controls ere strengthened to preventsefurtherd
 
overpayments from occurring.
 

Salary incentives d are authorized by the GOE only if a
foreign-asssted project is involved. Egyptian Presidential 
 4
 

Decree No. -48 and MOH Decree i.No. Ill
monthly financial rewards payable to bou setmployesseforth workpaithe maximum'
acos
 
projects with foreignor inernatonal organizations. Thedecrees ­
(a) thevrtaxhmum rewards payable in terms of the temployees' fs,
 

iar Bl r a worker on asngle project and 300
as for 

a on more
percent xefor pworker than one,project. this -

In carrying outthe decrees arestenhed etablsheda further
 

aprvn ncentives of 200 peren .of ,basicsalaries to full 
 "­

-
..<timeemployees.iemployeesywho -andwere1i00sconded.frompercent of• thebasiLc-MSu salaries tiio iip a rt -itime :iiiil
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mentioned was to be collected and used to finance research to be
 
specified by the GOE agency concerned.
 

NCDDP was paying operational costs from AID funds advanced to the 
Project. In addition to incentives, the NCDDP was paying bonuses 
every 3 months (bimonthly before February 1987) to all of its 
employees seconded from the MOH and MOF, even though these 
employees were already receiving the maximum rate authorized for 
salary supplements. NCDDP paid a total of about t6O,000 
(LE59,520) in bonuses during the period from September 1, 1983, 
through August 31, 1987. The overpayment was discovered in our 
audit test of the incentive costs charged to A.I.D. for the 
months of April, May, and June 1987. For the period tested we 
found that 30 employees seconded from the MOH and MOF received 
bonuses totaling about t4,067. The overpayments were chaiged to 
A.I.D. under the Certified Fiscal Report line item captioned
 
"incentives." USAID/Egypt did not specifically authorize bonuses
 
to be paid and current USAID/Egypt project management was not
 
aware that these costs were being funded by A.I.D.
 

The bonus payments exceeded the monthly financial rewards 
authorized to be paid. The bonuses added an additional incentive 
payment to about 30 employees every 3 months, who already were 
receiving monthly incentives. For example, a full-time employee 
with a monthly base salary of LE165, received a total of LE660 
for the months that bonuses were paid, broken down as follows: 
incentives LE330 and bonus LE330- thus, increasing rewards to 400 
percent (instead of 200 percent) of the base salary. The 
practice of paying bonuses had been started by NCDDP before the 
current NCDDP Director's assignment. The payment of bonuses was 
brought to the attention of the USAID Project Officer during the 
audit (September 1987) and payment of bonuses using A.I.D.,. funds 
was discontinued. 

USAID/Egypt Mission Order 3-10, dated December 14, 1978,
 
required, in part, that local cost financing should not be
 
inconsistent with the administrative and personnel policies of
 
the GOE. This concept was further defined in A.I.D. policy on
 
June 7, 1987 (State 173326), which required that A.T.D. project
 
funds be used for salary supplements only if the Clhe payments are 
permitted under host country law and regulations. 

GOE controls were not adequate to prevent the overpayments. The
 
NCDDP Director claimed that the decrees did not apply to bonuses
 
paid as special awards in recognition of services performed. No
 
documentation was provided to support this position. The NCDDP
 
Director has the authority to approve wages, incentives, and
 
rewards for extraordinary efforts, but only within the limits of
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his authority. The Director exceeded his authority in paying
 
amounts that were not specifically authorized by A.I.D., the
 
decrees, and the appropriate GOE ministries.
 

Following notification to the USAID/Egypt Project Officer during
 
the audit, USAID informed the MOH that incentives would not be
 
paid from grant funds after August 1987. Based on the review, we 
concluded that bonuses totaling about GO,000 were charged to 
A.I.D. funds and should be recovered. 

Regarding Recommendation 3, USAID's Office of Financial 
Management plans to review the alleged overpayments and issue a 
Bill for Collection, if appropriate. USAID also plans to ensure 
that controls are established to prevent the recurrence of 
overpayments. The recommendation is considered resolved and can 
be closed when the contemplated actions have been taken.
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3. AID Provided More Funds than Needed for Salary Supplements
 

The grant budget provided more A.I.D. funds for project 
incentives than needed due to program changes, payment delays, 
and the reduced value of the Egyptian pound. Al though A.I.D. 
continued to fund annual incentive payment requirements, the GeE 
had not contributed its share toward incentive costs according to 
the understanding set forth in the project paper. The annual 
percentage contributions stated in the project paper were not 
restated in the grant agreement, which was part of the reason the 
GOE did not participate. In add ition, due to devaluation of the 
Egyptian pound, the plannel contributions of both parties were 
significantly more than needed to fund the incent-iwve program. 
Moreover, ISA IDigypt a nd the MOe! mutually agreel not to spend 
A.I.D. funds for incentives after September 30, 1987, Ind started 
to use project income instead. As a result, A.I.D. 's project 
budget for incentive , 02,362,000, was greater than the 
cumu lat ivo amount P had spent, about '11,260,000. We con­
sequently estimatod l at $L. l million set1 aside for A.I.D. 's 
incentivs will not K" needed and should be eeohiigated. 

Fecomme nia - 01o No. 41 

We recommn I that USAID/Egypt deobl igate an estimated $ .1 
mill ion ini unneeded funds from the operaticnal cost budget for 
incen ires. 

D iScu s ii 

According to the original project paper, dated August 1981,
 
A.I.LI. was to commit funds for the project with the understanding 
that the GOE would increase its year-by-year share of the 
operattiornt cost budget. A.I.D. 's share, starting at 100 percent 
the first year, was to he rducl 20 percent each s;b,squent­
year, an]i the GOE shlar was; tn increase correspondingly. During 
the fifth or final year, the GOH would pay 90 percent al A.I.1). 
20 ne ret lt. . Ini no event we re A. I .D. contributions t~o be 
di shorse' 1 in excess of the agree] upon percentages. The intended 
outputs of the incenti ve program were the trai ni ng of personnel 
to promotn the oral rhyd ration the rapy and sal;ts outreach 
campaign. 

The GOE did not contribute its share to incentive cos ts as called 
for in the project paper. Due to a 6-month delay in starc:ing the 
outreach campaign, A.I.D. funds advanced for the first year's 
incentives, which startel in April 19H2, were more than adequato 
to pay for prog ramm,d cos t s . I.,ar the second( year, the NCDDP 
continued to pay incentives with A. 1..D. funds and A. I. I). advances 
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were more than adequate. to extend theprogram to January .985
 
without the GOE making any of its contributions. During the
 
third. year, the GOE was to contribute 40 percent. A.I.D.,


hon- r - n 
total incentive costs with the revised provision that the MOH 
would contribute an increased percentage of the incentives costs 
during the fourth year, beginning in January 1986. By September 

v--r --- O o-er-e-q t- ym agency to pay 

30, 1987, after 5-1/2 years, the GOE should have contributed the 
greater share of incentives, according to the original plan. 
Instead, USAID/Egypt had paid a total of LEl,256,000, or 87 per­
cent, (includingLE157,000 charged to commodities) compared to
 
LEl80,000, or 13 percent, paid by the GOE for the same period.
 

According to the current project officer, the GOE did not
 
contribute its share to incentives because the grant agreement

did not specify the annual percentage requirements for the
 
sharing of project operational costs as set forth in the project 
paper. Due to changes in the program, delays in payments of 
incentives and the reduced value of the Egyptian pound, only
 
-l,436,000 of the incentive budget (29 percent) was actually

paid. The financial plan in the grant agreement allocated almost
 
t5 million ($2.362 million from A.I.D. and $2.629 million from
 
the GOE) for incentives. 

These circumstances allowed the implementing agency the means to 
pay all of the incentive costs from A.I.D. funds until 1987 when, 
due to USAID/Egypt insistence, the GOE began to contribute partly 
to these incentive costs. In our opinion, noncompliance with 
cost sharing commitments raised serious questions as to the 
importance of total incentives planned for the project, and as to 
whether A.I.D. funds could have been better used for other
 
development purposes.
 

Proceeds from the sale of locally manufactured AI.D.-financed
 
oral rehydration salts had accumulated in a -commercial bank
 
account maintained by the NCDDP and were not being utilized. 
RIG/A/Cairo (Audit Report 6-263-88-4, dated May 19, 1988, Income 
Generating Projects) recommended that these funds be put to 
effective use for mutually agreed project purposes. -

During the audit, USAID officials took appropriate action- to 
reduce A.I.D.'s apparent overcontribution toward incentives. 
IUSAID/Egypt and the MOH agreed to use funds from the sale of oral 
rehydration salts in the project special account to pay 
incentives to eligible MOH project personnel instead of using 
A.bD. appropriated funds. since September 30, 1987, A.I.D. 
direct funds had not been used to pay any incentives, and all 
funds provided for this purpose had been paidfrom either the G0E 
budget or the special account. 

121
 



USAID/Egypt's actions thus far have been responsive toward
 
resolving A.I.D.'s overcontribution of funds for incentives.
 
However, the grant agreement has an accumu la te budget of
 
$2, 363,000 in A. I.D. funds for incentives and only about
 
11,260,000 (LE] ,256, 157) had beep spent. Since the MO! agreed to 
provide funds for incent iyes from other sourrce s, an iunneeded 

D. !,,-
project piF)poso s or d )bligait ion. 
A. I. h,,,. of about J1.1 rii Lion was available for other 

Regarling ,?vcmrie i No. 4, IiSATD/]Eqypt olanned an internal 
eva luatio n of th p ro ject in September 9R which was to address 
the iss- of roprogrimm ing excess project fqnds. The recom­
menlation is considered resolved an] can be closed when the 
evaluation is completed anK corrective actions are taken. 

- 13 ­



.. i e 3" ..... .... " i 

...-- , ts-Were -No' :------ ;: 47~ ncenat.i-Ve-Paymie nt t-Clea rl -- us i-f... ;' ' " :" 

.... ,USAID/Egy pt', . 
i~!/"<:!!ii{:.':necessi......... ty ifor s alary ;supplemenits,i as required by. ;USAID ; guidelinesi.!:
 

since, 198 nd : ;subsequent: . Agenlcywide gu id ance-; . Project: manage-­
ment-hadlniently: interpreted "earlierl Mission guidelines i and_ hadil
 

... ' inot ~r a ntiv current A.II.D. requirements.,: 

>",,..:,",. ,:;files showing !., an!-,exceptionhal:' or ove rwhelming:i 

d e q uately..incaddressed and' Mission 
i:thout e xplicit :juistification, statements <for:; each ': category ':or'. 

:payment,: ,USAIDiEgypt: officials'i were not able to-demonstrate that : 
:iall .i'-ncentives 'were: essential, :'that- important: factors: had. been 

....... i!iconsidered {.in i:paying' incentives, ;,and that project funds:' totaling. ::- ,iabout $14 mlion were needfully spent . 

atlsdrssdireon...ad isorqurmns
 
jsbmt complete ;:statement for- the .Miss ion. Director's appova
 

!i~;;" :" Wi'"'" aeu the USAID/Eg.ypt Office . of Health :prepare :.and},'noierecommend ithat 

fo r
category d po separate. setthng witheachsific or"'!-crprainnecest frisalaa incentives,-justificationforthathe the individual-requirementsneeds .meintsaccordance 

metforth in andrMisionipolicy guidelines.lnnIeD ndh
 

W t eprelcithe period Apriluneta987(See Exhibit e o od 
that ive categores of GOE oficials orl workershad recetved 

.incentives Category1 iwieth 28apercent o the costosin uded30 
Ministeria i pinals ieconded to the projec ont afundsor plrt 

We baei wha the USAigt Office o 
theMinitry ofHealth. Two othe ca tegories with1ie rcent of 

7:i~ii:i~i the "costs,: includedi imore ithan :1,500f MOH fiteld personnel assigned .......
ito goernorate, regional and districto fices or ach indiu oror 

r e i n g -!:.:::::'irehydration.i therapy'. un i t s _throughout ':Egypt,.-he m a n i .one i-! - ::i 
. (:. :was. paid.,: as. bonuses .to:. two." persons locatedi at.: ,the :-::'i-_.percentA'ecevsiewi ottthiof Aprioruny t98 (Se Exhibi 1)vshoedt
iUnivestbeing ofCairo.in esup f, paymentsli'sts- .signed by- recipienits:sNCDDPofficemaiftaned .Detailedir at the were.;,, 

'iuncessteurIpoE MissionaCateym1wtOrdiramet, 8prentnectha wrm December t- dcrt in-1ccothe costs,enepiclude3of n14, 
st foch in#A ,I appl d o lupplenesentsalpo 

requred tha t no: payments in i~the nature: ofslay .vetm 

compesatio, honorary o incentive awa'rds, bemae o Othe.Ministryof,HelhToote eceto
.'q;c ctgriswih7. 
'thecosts,:% inlddmoeta ,50MHfel esnelasge 

'he Miveica Director of o asor worxes ha rived 
ielit heia rale ndt to to oeto
 

ime e si 


http:guidelines.ln


---

New Agencywide guidance on salary supplements was established
 
during the period of our review and is supportive of the earlier
 
Mission policy. For example, A.I.D. Policy Guidance on Criteria
 

-. , Sala ry.-Supp1ement s-for-Host--Government--Employees ­
dated April 17, 1988, stated that salary supplements should be
 
considered an exception to normal A.,I.D. practice requiring

exceptional justification. The policy detined salary supplements,
 
established criteria, and required that justification for
 
providing supplements be set forth explicitly, approved as part
 
of the activity and described in the relevant agreement. The
 
policy must be applied to ongoing projects and activities as
 
well, to the degree deemed feasible by the Mission Director,
 
without jeopardizing overall A.I.D. country program objectives.
 
The policy criteria included the requirement that the supplements

be judged essential to the achievement of project or program

objectives.
 

Regarding the earlier Mission Order 3-10, the terminology

"'explicitly made eligible" 
 had been leniently interpreted by

USAID/Egypt project officials. For example, a previous Mission
 
official took the position that the Mission Director's signature
 
on a project paper, with a line item for salary incentives in the
 
budget annex, constituted an "explicit" approval, and that a
 
separate decision memorandum for the Director's signature was
 
unneeded. This position differed from others in the Mission who
 
understood that the policy was intended to discourage use of
 
project funds for salary supplements and to ensure that when
 
USAID/Egypt used them, it did so "with its eyes wide open." To
 
these people, Mission Order 3-10 clearly implied that a detailed
 
justification for each exception was required.
 

In a memorandum, Jated October 27, 1985, from the Mission's
 
Development Policy Planning and Evaluation Division to the
 
Mission Director, it was noted that "Justification" should
 
address not only the need for the payments, but alternatives
 
which have been considered, the impact of the payments on project
 
sustainability, and the recurrent-cost implications to the GOE.
 
Further, the justification sho6ld specify the type of payments to
 
be made, the number and category of employees to be paid, the
 
date at which the payments would cease, and that any changes
 
which later arise, such as payments to additional categories of
 
employees or extension of the final date for payment, should be
 
approved through a new action memo.
 

Project officials had not adequately addressed A.I.D. and Mission
 
requirements for salary supplements. Neither the grant agree­
ment, the project paper, the project implementation letters
 
(PILs), nor other documentation in USAID project files had
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provided the exceptional justification envisioned. Although
project documents provided budget figures, groups and numbers of 
people to be Paid, and expected outputs, the documents did not 

niteyyitn__.ovhem ng,___,,eqvseJty,.-f or-.paying----- _speci fc-any--
category or individual. The project paper for the Control of
 
Diarrheal Diseases Project, for example, had budgeted more than
 
$4.968 million in Egyptian pounds for A.I.D. and host country
 
financing of incentives to an estimated 26 governorate

coordinators, 500 governorate training team personnel, 750
 
district level health workers, 2,500 rural health unit and 5,000

dayas (midwives) and key village leaders. The remaining $432,000
 
(8 percent of the total $5.4 million) was to pay for all other
 
operational costs for training and administration, including

incentives to be paid to the project director, 6 professionals,
 
an accountant and office support staff (cleaning, chauffeurs and
 
others). Funding was to be based on an annual program r.greement
 
to be executed each year. According to the project paper,

training outputs were expected from the payment of incentives.
 
The outputs identified specifically were the training of senior
 
physicians and nurses; the training of governorate teams who were
 
to provide training to rural health unit staffs, village leade-rs
 
and mothers; and the training of private sector physicians and
 
pharmacists.
 

The PILe provided annual budgets for incentives, but did not
 
clearly indicate why it was necessary for monetary incentives to
 
be paid or how amounts were to be determined for each person or
 
category. PILe 3, 12, and 15, as amended, earmarked the annual
 
budgets for incentives to be paid from A.I.D. funds with varying

details and approvals. PIL 3 specifically detailed LE92,050 for
 
individuals or categories of recipients the first year and was
 
approved by the Office Director. PIL 12 provided LEi07,739 with
 
partial detail.s for year two and was approved by the Associate
 
Director. PIL 15 initially provided a LE600,000 incentives
 
budget without any details for the third year of the project, and
 
was signed by the Mission Director. However subsequent
 
amendments to PIL 15, increasing the amount to more than
 
LE800,000, were signed by an Associate Director.
 

Major 	changes in project implementation changed the categories of
 
* 	 recipients who were paid incentives. By mid-1986, 30 training
 

centers had been established throughout Egypt in lieu of the
 
governorate training teams (OTTs),. A a result, the programmed
 
incentives were not paid to GTTs. Instead, a 1986 mid-term .
 
evaluation noted that payments of incentives were being made to
 
peripheral health personnel and that these payments should be
 
linked to their performance. The evaluation recommended,
 
however, that the incentive system should be reviewed and that
 
nonfinancial incentives should be considered.
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Current project officials were not aware of any other project
 
documentation that set forth an explicit justification for the
 
va ci ous c ategor i oes ( f saIla-ry supplements that had been paidi by 
the pro]ect (see 1'.xhihi t I). A sInall number of ful i-time head 
Of f i c em pl1 oyee s , Ihou t I , r a ng i nq f rom I iborer to the NCDDP 
Director, rce1vol 1.org'.r Ao! lo.'; of i rl((.e t, i v-!_; alll bonuses than 
otherc, rt''nq ; I, ta- T.! . LI,() per month). In contras t, 

, "o,,t, )1h e;)rker, i igned tol lro,, (Iii d r.;, n 7r.ses, An]d .15" 

1?},7 .i t . t ,
: if , v, f i xo, -anour t of on ! y bEI LE 10 

a-nI ~ t o W'1,i31y no s I i i nd sr (- ,- the~s Cr* W: 

Vt'sine o I ;-5 , ,(q 11 -1r rit f , by ';,)ite emrpl.oyees
 

, , t.+ to ;: ]:*-V , l I:.'rtrn :1;1 're() r1ngfl
1 I ft 1 1,vt men-i 
['ntrpf)O:' • [1] our1 f)1i 515,10 210X: 111n1112 . ) ,1x( a20 it :5 pailt all..t to 

, ,C;:5.I) I 1i ,r. :; . oye tof i 0-l ! ,)I I 1 1 n e, t:.he '.', f -1 .Tnp : 

i ncreas lithI r e,fforts Ir, te e .ie, -t 

US 1i) i 1 0)E off i ci 11s :; toped I iDn A. I .I. l 1 1 IvnceS to 
p-y incenti vos and storte<l to i:;-: 1 1- ,i 1 acc f lids1t'i unt 
generated from tho s.--1.1s of ORI f ir'ao h y A. I .1). instead 
Effective• October 1, 1907, the E, .in, A. I .0. :0 s] lv agree] to 
consider thi; Icom,, a:; o f ,'n f- I-r io'uf'iorn topr(oject Illrt 
the pro je-t. an] to use theso ffnpa ;r '',rt t v ,; tri! other 
project. : osts. However, th,, use, o)f :i ' aro':, I f"it; li, iot 
obviato the ne,1e to proper ly ji<;t i fv t~l,. .:, >f i 1 'en t '".,';. Th i s 
1S in keeping with t ,heApri 17, 1I) A. 1 .1). )I1 v l:.i lance 
which ,-pplie_"s not only t() the i:s-1 ,of A. I.). l Ianr<() r I'urces, but 
to U.S. -owned 1 .ocal currency ao] host-count ry-,owlie. local 
c t rreicy , 'we11 , when the proposted us os r:I IlI paym,,nt of 
sal ry supplements. 

I n Sept ,mbe r ')87, USAI 1)/Fgypt 's Off i c. of lei th prepair.,d a 
s meatnt to add,] res!;s the new A(encywi do crI t,_r i a for 
payment ,of I ;t ry suppe,--ments and(I honoraria t ho)t: c)nr trysala 
employees. I )wever , we rioted that feh )ff ice of !l.- I tlih i d not: 
(1) addr , s ind ividualit:; o(r ,,-te)qor I :; o)f r-', i i ,.n11 - (2) 
Iemonst ate why t h o s-t. cuOntltry ,(ol I riot :2l paym,t.ot'/ ; f r-onm i ts 

the 
the spc-I f i (bj1V,"; the ],.(:* tMo,)r,,-v.r , h,, Hell th 

own resources or (3) show why I I(,) p.t .71,1 T I 1 t ; w,' r. s,;e Tit i l 1 for 
) c-t , f 1)1(') . 

Of fice was not aware ovf -xi ;t I ni, 'o;.I iol:; i ri - Iolg the 
jisti fication state1r nt, as.; inIPti , I)"b tb. Ifii,,rij liOted 
in other s,(ct- iori!; ()f t h ,r,po r* ( .)I hi *;".1 . -

Prulent- uise )f the tl .4 3 , '( 11 ii ; trus ]e't f Iti ,;, wh,'.her 
A. I .1). .')r (c)H- 1 )rr)v iIe (I, )I' fr ,)m t 11,' ,ojeft ;p ' iil , t,1.11t1oun 
wou1 I I icta t t hat, ai I I hi, pro)p,,r ly just: if ielt . I1,;A 1 1),/1-(;V!) t, noeds 
to re; ir, tli.t ,lt iom pay1 h ,I jsl.;t ifi to ric,,Iti vt.:; caI refIll7 y 
stt,,d ff r ich ct:,qory or i rid i vidtual r, ,i V 11 l t, in thaty),1iY"1t. 
the irin t v ; )i ; id re (;ent. i I -I ori gI,)ii I es to ,tlt 11 1 project 

object i ve.,;. 
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In the latter stages of the audit, the O)ffice of Health submitted 
an action memorandum to the Mission Director to finance salary 
supplements from the project: special, account (see Exhibit 3) . The 
memorandum ri ad ress spec i I i c (ificiencies noted innot the 
this audlit roqar li ng prepa ration of an adequate just if ication. 

Nevertheo 10s; , thf act ion ;ws ipprve. by tlhe Mission Director on 
the basis)t} IIicnt i f thett sal ary supplements would 
jeopa r I I z, ,r,1j c t eI: ;e ..- r 

rvr I IV i,,-case 
sn pp 1.,meI . '. e r, t:h,, i ss ion Di rector has judgmental 
autho -ri ty for- ,i.ch: pp -,va1s under ongoinq projects. Under these 
ci rcumsot'ice., ,omrre ni it i en No. 6 is cons ide red closed upon 
issuance of this renor t 

In o I- V n (I was not made to continue 
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5. 	 Improvements Were Needed to -Properly Monitor the Incentive
 
Program
 

Improvements were needed in accounting and reporting to properly 
monitor the incentive program in line with managerial respon­
sibilities for internal controls, and n accordance with new 
Agencywide guiieli.i.nes and criteria. Although audit trails were 
in place for payments to recipients, the review disclosed errors, 
mispostings, misuse of budget, delayed payments, overpayments to 
certain individiuals, and an accounting system that was not geared 
to prod uciig mnanagement reports. NCD)P reported total incenti vo 
costs incorrectly and did niot report the details of how the mo;aev 
was spent, UJSAIl/'Eqypt and NCDI)P did not require this infor­
mation andI the NC)DP, accounti ng office had not initiated mana­
gement roparts. An a ro suLt, ISAID//Egypt did not know of the 
errors andI mi;us of finds. 

Recomme nd At -NoiLi -n 

We 	recommend that the USAID/Egypt Office of Financial Management:
 

(a) 	assist NCIDI)P to improve its budgeting, account i ng and 
management report i g sys tern to ensure that USAID/Egypt 
receive adejuate information to properly monitor the 
incentiv program; 

(b) issue 	Bills for Collection to recover overpayments to NCDDP 
project officials or offset same against future disburse­
ments; and 

(c) 	ensure that mispostings of incentive costs are corrected.
 

Discuss ion
 

Federal Govornm.nt Standards define internal control as the plan 
of organ iT tion and methods and procedures adopted by management 
to ensur, tQit resource use is consistent with laws, regulations, 
and po1 i(,ie.; that rsourcs are safeguarded against waste, loss, 
and in i s;i; n( that rel i abl e ia t:a are obt i nd , mra i n ta i ned , and 
fairly dis oo.,, ini rprt:; 

A.1.). 	 I ,uit,1 i rr,,; ,r r ,t-rinfor 'ymomrrof A I sin, pa r' s{ppleme.'nts, 
affective nI"in 7, 1'1H7, frlr.,r ,(ih1i rr in that "...au part, 

mechanis-;m ,.xi;t; for pr)vi inq the s ))lm,ents which prevents 
potent ii Abue;,. ini th, ,t.,rmi nt t oin,)f recipients and ,mountis to 
be providdl ; mu r, finan'ial irnI ,ojr ity' in the paymeint syst:em, 
awlt ,,sta l i nhii; n et, it, , nonn i t or ini andI r, ))rt if ." This pol icy 
guiiiiancO ,e i ieso; to A. I .). furnd; '; we'l l as h;ost.-conit.ry-owned 
local currPncy joint I y programmed for the project. 
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Although audit trails were in place for identifying incentive 
payments to particular recipients, the audit disclosed examples 
of errors, mispostings, misuse of budget, delayed payments, 
overpayments and poor accounti ng in the 3 months tested (April 
through June 1987 ) For example, errors or ,diffe rences were found 
in the calcu lat ion of incenti yes paid to the NCDDP Di rector and 
the NC)D[P Controlle r . In the case of the Director, monthly 
incentives were calculated on a base salary (LEI65) that diiffered 
from the hiseS pay (LEK) repor ted by the MOH to the project. We 
est ima ted that tie small di f ference resul ted in an overpayment of 
LE324 du i:ng a year's time. In the case of the Controller, a 
part-t ime ,mployne, iicentives wer, calcu lated at a fixed amount 
of LBI 1 per month approve.d by the Direct.)r, instead of the 30 
percent r te ,f oas iYAry Antthorized by the MO'. This resulted 

i [ n An asit ve rnl/mot' nf kB 3,44 lusri ng a 4-year period of 
ass ignmen t" uh pDro0 ct-

A mispos f1i12 of tiL',st $4 , 10nl) ([E4 ,792) was found in the 
account inq rec,ords f r the 3-month er iod tested. Media costs 

in for
were char,-, as icn',lt v , thus I i sstatinq the totals these 
line item costs reportedI in NCDDP s monthly Certi fied Fiscal 
Reports t lJ$A IDI Ip 

Al tho igh CiIiIt 'p.'t',was authorized charge;.'; fii'ally to incentives 
to only one lie-item budget category: "incentives," salary 
supplem,..or of Ahout $157,000 paid to pharmacists wern charged to 
ORS produat i.) anl di str ibut ion instead, without IISAID/Egypt 's 
author t iin. The miss;,e of budget was reported in RG/A/C Audit 
of Inc om' itg ieport No. 6-263-BB-4, dated Mayq',na rati n Projefcts, 
19, 1VA03. 

Bonuses ro-,l in about $o0, 00)) wer ove,rpa, to about 30 MO1 
officials second e] to the project. They occupied positions 
ranging from the director to the cashier. These payments exceeded 
legal limits for incentives set by the MOI, as esxplaineid1 earlier 
in this report. 

Dela (-?:'I !iymeft- of incentives to field personnel of up to a year 
oMr tor.. r'_Sul te, from a cumbersome system of eva lua t: i ng and 
approving the ,disbursements, as explained in another sect ion of 
th is rep r t. 

An effective ig report ig .; s;stm provideaccountin ant s teni sold1 
meani ngful i nformat ion to managemen" to mort itor act lvi t ies. 
NCDDP (,c)un t .,tI for fruInds advance', Ib;Aby II)/gyrpt , huIt- only 
reported h-(,w wds a by i cte(iormtitIh sent L ilt4 ne-i tom ies 
establi sie'd fosr the project . 'T'otail inO/Snt i ws wrw repor ted 
mont!hly A; s ingl' 1 .ne--it,,mAmount Cert ifted F.iscal Reports.a in 
During thfe period revi; . , NCDDP issd only one management: 
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information report on incentive payments to USAID/Egypt. A 
report in 1985, which purportedly analyzed incentive charges, had 
not been totaled or reconciled to the accounting records. 

Par- of the problem was that the NCDDP account inq ledger was set 
up to report only line-item totais, without reporting any 
subl ine-item information. As a result, NCDDP accounting and 
reporting was not cond ucive to provi ding meaningful information 
to manage incent i ye costs. Errors, mispostings and misuse of 
budget were not apparent in total costs and USAID/Egypt lid noc 
know how eacl ca tegory of incent ives was functioning in relation 
to budget A.. so, the 1inieber:S and types of personneI and amounts 
paid to e ach evernort: e were not r ecapped and reportel for 
comparison n, that lelays in payiilg field prsonne wou]ld be 
di scerrahio t managene nt . Lacking adequate information, 
USAID/ Egyo did anot know of the errors, mispostings, delays and
misulse of flal>is. 

The de f ii_'nc os n)ted ahove . late to the period in which 
A.IL P. I i r f-- t-I' f_1 ided tI:he incentive program. The correction of 
ove rpaymon .s , , r rur', mi spot i :qg and misuse of flnds' should 
address tliat: n-rit u . it1,wever, on(?-, A. I .D . i no ln, Ier fund i rig 
incent i v,: , . ] y, impr ,vemont n ee 1 i tget ing, accounting 
and r r inn.., ivoi s n:" addriet s the uei,_ f Sci al:irl-lt 
Acciirit tainIdA // I, t: ) f f i c"yoof Financ i al Managemn nt 
ne(ds tW r ,v >ia i . . "{r i -1t35t 5n'.iit of NCIDPP's- asse:s s:me 

account I J ur-,cur-s", -iii 1t Ll)DP in i mpr3v i ug its1Mist 
accqunti11,1 An! repur) ing s st m. 

Regar I i i w wcmen Wr irc L.' . 6, 'JATJ) 7/Etiypt 's Off ice oF Financial 
Managomn ) nertt, Kn! No,, t with C PI)t official.s to disncuss the 
hudge inq, Accu:,lugi, .il~ matnageeInflt report inu system; review 
overpayments "If tn-ont j e:v,7 And prov ide ansi.st ,uce in improving 
controls. The recumendit ion is cons itere, resolvY, arnd can be 
closed after the correctiye act0ions have h42'nii tiken. 
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B. Compliance And internal Controls
 

Compliance
 

Justification statements had not been prepared to show the 
overwhelming or exceptional necessity for paying supplements to 
GOE employees and officials in accordance with A.1.D. and Mission 
requirements. I'he (E hal not contributed its share of incentive 
costs as' sot forth in the grant budgt. Salary supplements had 
beenI pai I t'-) i n i v itlua Is i n excess of rates author ized by 
Egypt ian do, y-.". 

Inter naL,: W t r;r )I s 

The andit disclosed some major weaknesses in management controls. 
A cumber somne system by the COE was delaying payments of 
incentives to field personnel, and improvements were needed in 
accounting for and reporting of salary supplements to properly 
noni tor the incentive program. 

The review of compliance and internal controls was limited to the 
finding areas in this report. 
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EXHIBIT 1
 

Page 1 of 2
 

Control of Diarrheal Diseases Project
 
Summary of Incentives Paid during
 

the Months of April, May and June 1987
 

Amount Per-

No. of Paid centage
 

Category Personnel for 3 Months of Total
 

(I) Personnel Assigned to NCDDP
 
Headquarters on a Full- or Part-Time Basis
 

NCDDP head office personnel seconded from
 
the MOH and MOF included the director,
 
assistant director, training coordinator,
 
assistant training coordinator, assistant
 
evaluation coordinator, statistician,
 
controller computer technician, cashier,
 
social worker, 2 storekeepers, librarian,
 
driver, laborer, arid a clerk. 16 LE 11,701 20
 

Personnel located at the MOH included the 
undersecretary for security affairs,
 
undersecretary for pharmacies, mass media
 
manager, 2 mass media personnel, 4 members
 
of miiobile team, 2 nurse supervisors,
 
storekeeper, engineer, and a clerk. 14 4,686 8
 

Sub Total 	 30 LE 16,387 28% 

(2) Governorate, Rejional and District 
Personnel
 

MOH employees involved in the
 
administration of the program in the
 
Governorates i ncluded the under­

*secretary for Cair,, governorate general 
directors, coordinators, district health 
directors, hospital directors, pharmacists, 

.medical 	 inspectors, clerks, drivers, 
maintenance and cleaning personnel . * * 

(3) Othe r MOH Fiel1d Personnel. 

Doctors, nurses and worker, assigned to
 
oral rehydration therapy tin its in health
 
centers and hospitals. *
 

Sub Total of Categories (2) and (3) 1,552 	 41,957 71% 
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Category 
No. of 

Personnel 

Amount 
Paid 

for 3 Months 

Per­
centage 
to total 

(4) Steering Committee 

No monthly meetings were 
payments were made. 

held and no 

0 0 

(5) Bonuses Paid 
Personnel 

to University 

Consultant for research and evaluation 
coordinator located at Cairo University. 2 816 1 

Total of categories I through 5 1,584 LE 59,160 100% 

No breakout was available in NCDDP records
 
to show numbers of individuals or amounts
 
paid for these categories.
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Control of Diarrheal Diseases Project
 
Review of Salary Supplements Justification Statement
 

Dated September 13, 1987
 

Deficiencies Justification
 
Noted In Statement Did
 

A.I.D. Criteria for Payment of Supplements I/ Audit 2/ Not Address 3/
 

(i) The payments are permitted under host Unauthorized
 
country law and regulations. Bonuses A, B
 

(2) The cooperating entity has demonstrated
 
that it cannot make these payments from its
 
own resources for valid reasons such as the
 
inability of the entity to provide the 
financing within the time required to meet
 
the needs of the activity. C 

(3) The supplements are judged essential to the Delayed 
achievement of project or progrim objectives, payments A, D, B 

(4) Employees do not receive duplicate 
payments by receiving supplements from 
another source for the same activity. 

(5) The rates and fees paid are in accordance 
with local standards and are limited to amounts 
reasonable in relation to an employee's pay, GOE contribution A, B 
and for continuing programs, in amounts which 
the host country entity could be expected to 
meet from its own resources within a 
reasonable time. D, R 

(6) The proposed recipients would be carrying 
out technical, managerial or administrative 
support rather than broad policy functions. 

(7) A mechanism exists for providing the Unauthorized bonuses A 
supplements which prevents potential abuse in Overpayments 
the determination of recipients and amounts Misuse of budget 
to be provided; ensures financial integrity Errors, mispostings 
in the payment system; and establishes adequate Delayed payments 
monitoring and reporting. No management reports 
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1/ 

2/ 

Agencywide criteria for payment of salary supplements was set 
forth in State cable 173326, dated June 7, 1987 and State 
cable 119780, dated April 17, 1988. The latter cable, which 
superseded the earlier cable, stated that the policy guidance 
applies to U.S.-owned local currency and to host country-owned 
local currency, as well jointly programmed. 

USAID/Egypt was not awa re of these def iciencies when its 

justif icat ion statoment was prepared. 

3/ USAID/Egypt's justification statement did not address: 

A = The deficienc ies noted in the audit. 

B = All individuals or cateqories of recipients. 

C = The demonstrated valid 
funds from own resou rces. 

reasons for GOE not providing 

D = The 
the 

relationship 
project. 

of incentives to specific objectives of 
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UNITED STATES AGENCY for INTERNATIONAL DEVELOMENT 

CAIRO, EGYPT 

ACTION MEMORANDUM FOR THE DIRECTOR
 

DATE: August 2, 1988 

THRU: Constance L. Collins, A/OD/HRDC/H 

THRU: Lawrence j. ErvirT, /AD/HRDC 

FROM: Charles J. ,.an..one, HRDC/iI
 

SUBJECT: Approval to 
Finance Salary Supplements from The
 
Project Special Account for the Control of
 
Diarrhal biseases ProNect No. 263-0137.
 

Problem: Your deturmination is required that, 
under the subject

project, discontinuation of salary supplements now being paid

would jeopardize project ou,>ctives. 

Background: Project funding 
for salary supplements (incentive,

honorariums) to GOE employees is currently being drawn from the

Project Special Account. 0he initial development of the project

included a subsidy for local 
production and distribution of
,enydration Salts (URS). The Chemical 

Oral 
Industries Development


Company (CID), a GOE-owned pharmaceutical company, manufactures
 
the OAS ased sy the project. The project agreed purchase 60%
to 

of such production at a price which 
is about 6% higher than CID's
manu~actur-ir 
 costs. The remaining 40% of CID's production of
 
OAS is distributed 
to MOH health facilities without cost to the
projoct. The project sells the OHS on consignment to the Middle

East Prmars:ceutical 
Co. (MEPC) at 80% of project cost for
distribution to 
private pharmacies. Subsequently MEPC continues
 
to pay back to the project an amount equal to approximately 8U%

of the production cost originally paid by the project to CID.
 

As of February 1988, 
the project had contracted with CID to
produce 1988 ORS requirements (valued at 1.2 million LE)

utilizing funds from the Project Special Account. 
 By this
 
arrangement, AID's subsidy for 
the production of OHS is;

effectively ended. It 
is the proceeds of sales to MEPC which
have been and still are being deposited in a Special Account
the name of NCDDP/ORS Sales Pevenue which 

in
 
are currently funding
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sary supplements. Since thisSpecial Account consists of 
GOE-.owned local currency subject to 
joint GOE/AID programming,


and-since~~~~~~~~~~prIesa- ben th sdfs~r~up-men-tS7T. 
____ 

F77 appuicable AID/W guidelines must be considered as discussed.
 
below.
 

Discussion: Payment of salary supplements under this project
has previously received serious Mission consideration.

Pursuant to section 5.4 of the Grant Agreement, as amended, on

July 29, 1987, the GOE and AID agreed to the use of the funds

in the Project Special Account for specific project

activities. Such funds are considered part of. the GOE's

contribution under the project. Dr. 
Nagaty, Executive Project.

Director, signed PIL No. 20 dated September 19, 1987 that

authorizes the use of such funds to pay for, among other line

items, incentives and honorariumsR. Amendment 1 to PIL 20 date.

November 16, 1987 approved a lin. item budget and reporting

format for 
use of the funds in the, Project Special Account. Aa

Action memorandum, dated September 13, 1987, and approved by

the AD/HRDC, was written to comply with State 173326 dated June

61 1987 which provided new criteria for payment of salary

supplements to host country employees (See TAB A). HRDC/H

believes that the above memorandum provided the necessary

justification based on criteria then in effect, and met the

guidance of State 173326 for the continued payment of salary

supplements.
 

<The issue of salary nupplements has of course, been undergoing
closer scrutiny throughout the Agency. With regard to the ORS
Project, Recommendation No. 5, of the IG/Cajro's Draft Audit 
Report on Salary supplements, dated July 28, 1988, recommends
Itha t "USAID/Egypt office of Health should prepare and submit 
a
 

.<complete 
 statement for Mission Director review incorporating an
 
exceptional justification for each individual or' category of

incentives, setting forth the specific needs, purposes and

criteria met, in accordance with requirements set forth in AID
 

-and 
 Mission Policy Guidelines". This draft audit
 
recommendation is based on State 119780 dated 17 Apri1, 1988 
;(TAB B) which presents still more specific AID guidance
regarding payment of salary supplements. In particular, the 
latest cable from AID/W requires application of new and A
stringent restrictions on salary supplements not only to new
 

*Salary supplements are paid to all GOE project employees who.
 
<Isupport'the 
 activities of the pr'oject at the Home Office,

SGovernorate and District levels. i.e..do.ctoral nurses,.

auxiliary medical and maintenance personnel,
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projects but also to ongoing projects "to the full degree

deemed feasible by the Mission Director and without
 
4~epardizing ,v-era..ADcountry programobj cti~..h. 
latest -able fu-rher.1requ i res that the IAA/ANE be informed 
"immediately"fosituations where ongoing salary supplements 
cannot be discontinued. Therefore the ongoing policy of paying

salary supplements under this project must be re-examined and,
 
if it is to be continued, again justified.
 

Justification:
 

Although AID discourages payment of salary supplements from AID
 
or Host Country owned (but jointly programmed) local currency,

such~payments may be approved if the criteria in State 119780
 
are met. (See TAB B). HRDC/H believes that these criteria as
 
applied to the Control of Diarrheal Diseases Project have been
 
met, and that~discontinuation of payment of salary supplements
 
from the Special Account is not a justifiable option, for the
 
following reasons:
 

1) Under current GOE laws and regulations set forth in 
Presidential Decrees no. 4811902, No. 175/1982 and Ministerial 
Decrees No. 111/1982 and No. 546/1988 salary supplements are 
allowed under GOE law. The supplement rates being paid under 
this project are reasonable and within local standards set 
forth in the Presidential and Ministerial Decrees stated 
above. These decrees specify. payment up to 200% of the basic 
salary for involvement in one project, and up to 300% for 
involvement in more than one project. ( While 200% may seen 
high, the base salary for doctors starting out at the MOH is 
approximately LE 80 a month, less than $ 40). 

2) With respect to this project, the MOH does not currently
 
have the resources to pay adequate salaries to their employees.
 
Transition to GOE independent resources for such a requirement
 
would almost certainly take many months, and perhaps years, to
 
negotiate and have in place. Meanwhile, project implementation
 
would be seriously delayed. In this regard, incentives have
 
proven to be a powerful tool for achieving project objectives
 
because they have enabled employees to work full time on
 
Project activities rather than cutting short their working day
 
to seek additional employment elsewhere to supplement their low
 
government base, salar es. Thus, the currently high level of
 
project efficiency could be expected to change dramatically,
 

~r'~ were we to withdraw our agreement to the current arrangement..~
 

R, 

Z 7 
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3) Adequate administrati.v, procedures have beei estaol i hed by
the project to ensure that UOE employees do not r acei e 
duplicate payments for tO am, a-tivity. For exa:plu, lists 
of personnel qualified to rc-iv, 1nc<IrI. v,, payM I:ItS ar(o
compi led by the Director; u[fn i ,.dica I I I t i e; ?t tihe{ ;Mu 

District levels and forwiard, _o .It oUld ;"UF ufficials at the
 
Governorane leveIs. in "trn confirm ind the
T ey .. crtffy to 

Project niU.: ur i, C ir > i... .e s a r
va'> n due. 

4 ) Pro]ect ep IIoc.uy a as [ a vinu sa 1a rv i,,c*"nr i v - iro engaged in 
irect i;pi;::ntdanioun ,i .. ies in support of the project. No 

eml, oyee rcn 'iill" 
[ : 

a so 10 fy supplem nOt is involve d iII 
poi lcy I J.'I .-vAkl[s o s 

5) T h Q p i d a r n co)r s 'yat r I dI t I g 
tne reciplenn a fr oaiar' J-'OP Oe'nts 11amuli 1 pit d. The se 
reCOr, ,3ac i c 1VI n f n nor il 1 w. a :ac I l
 
audiso, to 2iflniiZ, £ t o tetal mf Vne pro]ect has
awu,,. 

establisned a eportl. ',oatm 'i! A 
 .,t:snnn r U0u1 L r ements Of
 
the Misson order an wnla2 y aapoiiprn, .
 

Recommen otron: :Kant a1"3unor i ze tho ,,'l,:d payient of
 
salary sppleInts fromnte Project Special Account by signing

selow. ay so doing, you would approvinjd'et that 
to discontinue said payments "would jeopardiz,-_. project

OL]OCtniven 
..
 

Disappr ovnd 

Date: __ 

Attachments:
 

TAB A - PIL 20
 
P:L 20. Amendment I
 
State 173326
 

TAB B Stat' 119780
 

Ci"Oranc,:o 

LEG: K. O'Donnell, 
P, : ' . .aty, Z " 

: r'.: , ,,J­

drafted b,: IIRDC/I:CiC, One, aa 8/1/88 doc. no. 1039H 
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Z ,-UNITED 

CAIRO, EGYPT 

STATE5 AGENCY for INTERNATIONAL DEVELOPIMENI" 

1988
 

M E M 0 R A 1'D U M 

DD: Frederick Kalhmniner, A/RIG/A/Cairo 

FRO: arshafl D. Brown, Director, USAID/Dgyp ) 

SUBJECT: Draft P-,dit fbport: Audit of Salary slpl)ements, Control of
 
Diarrheal Diseases Project, Project Nb. 263-0 137
 

We ayp[r eciate the ojulrtunity to comnent on your draft audit report 
wthtyled "Audit of salary Sipplements , Control of Diarrheal Diseases, 

pr'jccct 1b. 263-i37" dated Pdgist 10, 1980. 

G[. .A . in .incipLe with± t-he findin1 (s and reccormlilations
 
7.wip!, in,, Win:,t r'T',ert. We are lock ing into tWe probl.ems cited in
 

Lin ,~l it v;e 'i'l advise of corrective we
r and you any action will 

0 e. hco~;~ o 

r',cca.;;e:dii ithat USAID/Ejypt (a) deter-ilne if salary suppirmelit payments 
to fiell perscnnel are desirable or si culd be disccn tinued; (b) deter rn inc 
if tle ,se of I, Cn-Iholl eta1y ihtcean, aices wowld better Ser;{ve tie l:;.ject 

i ]eedsratl er tLh~ani relyin V3 On a o"iQrner; :1ieo !;".te of tla ,d pi yl!,_i t 

an! (c) ilnSure that tOE (SirV) fil 1d ,,mploy"r i ("J '',.r due 

i:ce:ntive , but did not rece ve tilIor hena Qeof delay!; in t1e r r.mnt 
Id co.. are aplr opr ia tely cunmnr:-ted 1y thp (")E or tU I, o Ject 

' ,. ;" tnted in the subje t draft relAr't, Part-s (a ) and (b ) of abuve 
re cc:mon datioil ha"'; beenl addr-eSS (1ta cnI lSidered closed u1llp 'SsuanCe of 

su, ject. audit r,cpe - hi :,,ar1 to Part (,:), I:. ,it ity, (-L0.: Project: 
Dbrector for ,".UicL( 7(.,litl of ' .zio le. l ,ia!;ep ', oj,''.cV (IH.,DDP), has 

hi a 
, .. re , l2, %,,' h r,'i. I uf;ior 

acn;~ L:-- 'lK ''vil 'Wla''f"! Or 

notL !v ' l . confI 

idurhiS(3 the tLr, k ' , '-1 i,1(), 1'Inthl i 1.i'1'i n - i .l'1iD1 hi.; wa;a i 

h f -IMfrom the gr ao.' t ,• i , 

'1 

http:oj,''.cV
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Dr. lAgaty has promised to take necessary action to pay from the grant 
any incentives that: were due prior to &Ctober 1, 1987. 
t3AID/Egypt/Office of Financial I".-na jement (IN 1) has arrariqgd to nvet witlh 
Dr. Nh >i ,i .ctwmY)r , Ifl'l3 , t-o (d i rs and prw'r do ass;ista-n(e on tle 
foic(,%. I .- :y S'. ,eM(: :A;:;ue4;: ( ) u njl , hicen tive5; (ltWcwMM Ian tion 
11- I., C 1" !3 i "Ico iy I I t !;y! tf z:1 (1Pi co ,111 1 -1 t I-on 11) . 2) ; (c) 
aiI~I -1p P" J-*:: .Ji I nD m()iv; w; wni I m ni U 01u s n c (as ar y to
fr ev n t r',," :)< I- 2,,'n , ,I . r1; (Iivcn',i:mn tLi,.o1 11). 3) ; and (d )
rIK1D n, - :n;, a c: w I in,! in d :roa.ii I ti ro pnrt in I s ny toer and the 
relatedc r" Nt r(. 4 n40(ow i; d . "n Ni). 

Pr cr; rnai -,, ri y .1 j. 

We r ecotmrend that if salary s upl emen ts are con tinued, the UbSAID/Egypt
Office of Financial Mnagement, in conjunction wit-hi the Project Office, 
.voark with the Clvernment of Fgypt in implementing a n,-re efficient method 
of dis tr ibut ing pa ymen ts. 

Comments 

Dr. rhgaty, WUE Project Director for NCDP, inforrmed USAID/IIX:Di/ that 
the incontive pi yment s--s tem has been revi ,,d !;o at eli ib lo employees
due incentives will he submitted to N(WN' for nj N:i ia, and Fo,%ilf'nt will 
be on monthly beginning IJ9LL H,a basis "H. If' iK,,ii, this impr(oved
 
system will be more efficient. LTAIEiJ/E'jy//1
/ w I ,t! w lth It. th aty
 
in S Pteu . ,/, , to reviw ti, r ,'. :;o, ::,; 
 ., 

Pr. carue nrt i on [b. 3 

We r efr~eDd that UAID/Egypt (a) rewvr the ovezjyment of b(-Niuses 
charyed to A.I.D. funi,; , and issue a Dill for Collection to the 
Government of Nlypt for th e . men ts totaling IL 59,520; and (b ) ensure 
that con trols are adequa te to p'event further averpayen t.; from occurring. 

Comme n t; 

USAID/Egyptt/FM will rev iew the allegp d over.i 1nrnt of hE 59,520 duiring a 
meeting with Ir. lIh(pty in 1,opterriber, I983.if appropriate FM will issue 
a Bill for Collection. tdso, controls 1xam. ontiny reccnurrence of 
over lo ympn t willI e es tab] i Aue th is v:a t etinqg 

/ 
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Recommendation No. 4 

(This recommendation was included in tile draft report, but eliminated
 
from the finaIL report, based oln USAID/Egypt's response.)
 

" r-..... ;2c tidLc. UZAI TD 1 '];, , deobligate unneeded funds from the 
o :;Q :cat.W¢ ai , r-tb dt , in cluding the element for incejitives which is 

. ....ta te, n s ti e , Ir-Li I] ion.= -. ,a ,-e Imto I 

7La E:oje'ci coniittee .i ill be holding an internal evaluation of the 
t2.:o~e ilin SeLptelber, 1980. One of Ole issues to be addressed will be 
t_ a e[V ogr a rlin pr ( jCCt,o (Df fu'A.,; 

.ic, r rco,'rri,d tJlat t L/Ifpt Office of lealth prep.e and ;'bidt a
 
omplete 
 statui t foc tie I'ission Director review incorporating an 

I 
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exceptional justification for ead individual or category of incentives,
setting forth the spejxcific needs, purposes and criteria met, in 
accordance with resquirements set forth in A. I.D. and Mission policy
 
guidelinxes.
 

Copuino ts 

P-s stated in the subject draft report, above recommencition had been 
addressed and considered closed upon issuance of the audit report. 

Rolbmmenc:tion 1). 7 (6) 

We recommend that t2 e 'SAiD/Eqypt Office of financial tMnagiment (a)
assist NMUP tW im[wre its burdynoting, acrnunntino and mianayment 
reporting systemt o rnnure that (SAID/Egytt recei'es adwtuato information
 
to Irxope-ly mlnitur the iicafs iv/Pt ,:uo"a ; (h ) issue 
 li 1I I for Collection
 
to re1 crt r (,ovrp-ay i7e00t 't) o st 
 ofLid i; (c) ,ns;ur, thatfficia]. -ind 
mnispostin gi; of in centive mc.so ti are cor rected. 

USAID/Egypt/FM will meet wits r. Ii gity in September, 1988, to dismiss
NG)DP's budyting, accounting and management reporting system, review tire 
alleged overpaiment of incentives and provide assistance in improving its 
c(nitrols. 
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Recommendation No. 1 5 

We recommend that USAID/Egypt: 

~ ;.. (a)determine if salary 
to field. personnel 

supplement payments 
are desirable or 

should be- discontinued;7 

(b)determine 
incentives 

if the use 
would better 

of nonmonetary 
serve project 

needs rather 
cumbersome system
rewards;~ and 

than 
of 

relying
delayed 

on a 
payment 

()ensure that MOH field employees who were 
due incentives, but did not receive them 
because of delays in the payment 
process, are appropriately compensated. 

Recommendation No. 2 

We recommend that if salary supplements are 
continued$ the ISAID/Egypt Office of 
Financial Management, In conjunction with 
the Project' office, consult with the 
Government of Egypt in 'order to devise a 
more efficient method of distributing 
payments. 

;" Recommendation No. 3 8 

We recommend that USAID/Egypt: 

(a) recover the overpayment of bonuses 

7I 

IIcharged

Bill 
to 

for 
A.4.D. funds, by .issuing~ a 
Col.lection to the Government of 

I I 

IEypfor. 
LE59,520 -Or 

excess .payments, total~ing
.offsetting. this.-.amount 

. 

I 

I against future disbursements; and l 

()ensure th~at cotrois are strnttiened-to 
.1 prevent further overpaymeiitus from I~ kf' 

I occurring.II ~I 
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Recommendation No. 4 	 11 

We recourwnd that USAID/Eaypt deobiigate an 
est imat ed $1. 1 li llion i n unneeded funds 
from t ho op,,ritional cost budget for 
i nee 	aIt i Vi. 

: oIII I1da t o. 	 14 

We recommend that the TSAID/Egypt Office of 
Htealth propare and submit a complete 
s ta tome nt for the Miss ion Di rector's 
a ppr ova i n c)r por a t i ng A sepa rate 
justification for each individual or 
caLegory of i rcen t i ves , se t i ng forth the 
specific needs, purposes and criteria met, 
i n a (-) r, ancIIe w.i th the requi rements set 
forth in A.1 .). and Miss ion pol icy 
guide li nes. 

Recomme nd at ion No. 6 	 19 

We recommend that the USAID/Egypt Office of 
Financia l Management: 

(a) 	 assist NCI)DP to- improve its budgeting, 
iccoin i g an mnaigorent reporting 
system to ensre that UISAID/Egypt 
receive adequat, information to 
properly mont or th, incentive proqraa: 

(b) 	 issue Bi 11s for Qo Ilection to recover 
overpayments to NC[)DP proj e.ct officials 
or of fset !;,ameTI aqi i ns t f uture
 
disburse- menrts an]
 

(c) ensure that mispostings of
 
incentive costs are corrected.
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Report Distribution
 

No. of Copies
 

Mission Director, USAID/Egypt 
 10
 

Assistant Administrator
 

Bureau for Asia and Near East (ANE) 
 5
 

Office of Egypt Affairs (ANE/E) 
 1
 

Audit Liaison Office (ANE/DP) 1
 

Assistant Administrator
 
Bureau for External Affairs (XA) 2
 

Office of Press Relations (XA/PR) 1 

Office of Legislative Affairs ',LEG) 1
 

Office of the Genera] Counsel K'GC) 1 

Assistant to the Administrator 
for Management (AA/M ) 2 

Office of Procurement (M/SER/OP) 5
 

Office of Financial. Management (M/FM/ASD) 2 

Senior Assistant Administrator for Bureau 
for Science and Technology (SAA/S&T) 1 

Center for Development Information 
and Evaluation (PPC/CDIE) 3 

Inspector General 1 

Deputy Inspector General 1
 

Office of Policy, Plans and Oversight (IG/PPO) 2
 

Office of Legal Counsel (IG/LC) 1
 

Office of Administration (IG/ADM) 
 12
 

Assistant Inspector General for Investigations (IG/I) 
 1
 

Regional. Inspector Getieral for Investigations (RIG/I/C) 
 1 

IG/PSA 1 
RIG/A/Dakar 1
 
RIG/A/Manila 1
 
RIG/A/Nairobi 1
 
RIG/A/Teguc igalpa 1
 
RIG/A/Washington 1
 


