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I appreCIate the cooperatIon and courteSIes extended to my staff dunng the audIt

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT

632-521-5241
632 521-4811
632 522-4411

Fax Nos

Tel No

September 27, 1999

RIG/Mamla, Paul E A stron

AudIt of USAIDlPhIlIP~~Response to Customs DutIes LevIed on
Donated ContraceptIves, AudIt Report No 5-492-99-006-P

DIrector, USAIDlPhilIppmes,

Background

For many years, USAID has been donatmg contraceptIves to the Government of the
PhIlIppmes' (GOP) Department of Health (DOH) I For most of those years, the custom
duties applIcable to those contraceptives had essentially been handled as bookkeepmg
entnes, referred to as automatIc/mcremental budget allocatIOns, between GOP agencIes
However, m December 1997, the PresIdent ofthe PhIlIppmes Issued AdmmlstratIve
Order No 372 (Order 372) WhICh, as Implemented by the Department of Budget and
Management m January 1998, reqUIred that customs duties and taxes on Imported
Items-mcludmg donated commodIties-be financed by NatIonal Government AgenCies
out of theIr eXlstmg budgets

Subsequently, m February 1998, the DOH, which was covered by Order 372, requested
that USAID suspend Its shipment of donated contraceptives because the DOH dId not
have funds avmlable to pay the reqUIred dutIes Three months later, m May 1998, the
DOH requested that, as a stopgap measure, USAID conSIgn future contraceptive

1
The subject of famtly planmng and the use of contraceptives are controversIal Issues m the Phlhppmes

The Phlhppme government and relIgIOUS leaders and thetr followers frequently dIsagree on usmg such
methods

ThIS IS our report on the subject audIt We revIewed your comments to the draft report
and mcluded them m theIr entirety as Appendix n We have also mcluded a copy of your
Management Representation Letter as Appendix ill The report contams one
recommendatIon (see page 2) Based on the MIssIOn's comments, a management deCISIon
has been reached on that recommendatIOn
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SUBJECT
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Ramon Magsaysay Center BuildIng
1680 Roxas Boulevard, Malate 1004
Manila, PhilippInes
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shIpments to the Umted NatIOns PopulatIOn Fund (UNFPA) thereby tak10g advantage of
UNFPA's abIhty to import goods on a duty free baSIS USAIDlPhIhppmes agreed to thIS
arrangement-whIch worked from May 1998 untIl Apnl1999 However, m Apn11999,
the PhIhpp10es Bureau of Customs challenged thIS arrangement and held several
shIpments of USAID-donated contraceptives The Phihppme Government's Department
of Fmance and Department of Health worked out yet another stopgap measure that
achIeved the release of the held, and reportedly future, contraceptive shIpments

We began our audIt 10 June 1999 and Issued a Report of AudIt Fmdmg (RAF) to the
MIsSIOn m July 1999 statmg our concern over the resumptIOn of contraceptIve shIpments
USAID/PhIhppmes responded m July, statmg that-m theIr opmIOn-this new
arrangement was permanent and that they were comfortable WIth resummg the shIpment
of contracepttves

Audit Objective

The OffIce of the RegIOnal Inspector General, Mamla (RIG/Mamla), audited
USAID/PhIltppmes to answer the followmg audIt ObjectIve

• How dId USAIDlPhIllppmes address custom duttes leVIed on USAID-donated
contracepttves?

Audit Finding

USAID/Phlhpp1Oes' acqUIescence and partICIpatIOn 10 the arrangement between the DOH
and the UNFPA permItted the DOH to use the UNFPA name as a conSIgnee and aVOId
paymg customs duttes on USAID-donated contraceptIves The payment of such dutIes
from the DOH's current budget was reqUIred under the GOP Department of Budget and
Management's January 1998 memorandum to the Bureau of Customs ThIs arrangement,
WhICh, m our 0pIOlon, cIrcumvented the mtent of the PreSIdentIal Order, fell apart when
challenged by the Bureau of Customs We beheve the overall Issue of levymg dutIes on
USAID-donated commodItIes should have been, and sttll needs to be, addressed dIrectly
WIth the Government of the PhIltppmes

Recommendation No 1 We recommend that USAIDlPhlhppmes
develop, With the Phlhppmes' Department of Foreign AffaIrs and/or
the NatIOnal Economic Development Authority, an action pian-WIth
targets and mIlestones-to ehmmate the reqUirement that customs
duties be paid on USAID-donated commodities

USAID pohcy2 notes that both USAID and ItS predecessor agenCIes have long held that
the Umted States, as a donor of aSSIstance, should not have to pay tax or duty on that

2 A I D Policy on Local Taxation of Loan Funded Contractors, theIr Personnel and EqUIpment
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aSsIstance to the donee It further states that "[t]hIS pnnclple IS supported by the need to
conserve USAID appropnatIOns, and by the feelIng expressed m the proverbIal mJunctIOn
that you should not bIte the hand that feeds you" WhIle thIS poltcy does not proscnbe the
payment of dutIes by host country counterparts, we belIeve that payments made from the
current budgets of those counterparts to cover dutIes leVIed on USAID aSSIstance would
dIvert funds that could otherwIse be used to further USAID and host government
development ObjectIves

ThIS behef was echoed In a March 1998 letter that the Secretary of Health sent to the
PresIdent of the PhIlIppmes, seekIng relIef from the payment of dutles on donated
commodItIes The Secretary of Health noted that the Imported commodltles now subject
to duty payments were mamly subSIdIzed by foreIgn donors and, for the most part,
benefIted poor, margmalIzed and underserved FilIpmos The Secretary also noted that the
DOH dId not have the funds necessary to pay the reqUIred customs dutIes and, as a result
hard-earned gams made by the DOH could readIly be reversed, If not worsened

Unfortunately, the PresIdent dId not proVIde the requested rehef from custom dutIes So
m March 1998, the DOH and USAID/PhIhppmes started searchmg for ways to deal WIth
the SItuatIOn Subsequently, m late May 1998, the DOH requested that, as a temporary
measure, USAID/PhilIppmes conSIgn future contraceptIve shIpments to the UNFPA,
thereby takIng advantafe of the UNFPA's ablhty to receIve and clear donated goods free
of customs and dutIes ThIS conSIgnment arrangement allowed USAID-donated
contraceptlves to pass through PhilIppme customs WIthout the payment of dutIes

However, at the end of Apnl 1999, the UNFPA receIved a letter from the Bureau of
Customs statmg that two contamers of contraceptlves were currently at the port m
MantIa ThIS letter also noted that the Customs Bureau had "been mformed that some
unscrupulous elements have been usmg your fIrm [UNFPA] as condUIt m theIr Illegal
trade" It further requested that the UNFPA confIrm m wntmg whether It had Imported
the contraceptIves Shortly thereafter, the UNFPA County RepresentatIve sent
USAID/Phlhppmes a letter (see AppendIX IV) statmg that It had" been mstructed [by
UNFPA headquarters] to mform USAID to WIthdraw ImmedIately from the practIce of
allowmg the use of the UNFPA name to Import contraceptIves, thus aVOIdmg payment of
taxes ,,4

In reactIOn to UNFPA's WIthdrawal as conSIgnee, USAID qUIckly halted further

3
We were unable to determine the evolutIon of thIS arrangement because whIle USAID supplIed us ample

documentatIon eVIdenCing the events pnor to March 28 and after May 26 1998 there were no documents
made available to explain what role USAID played 10 the deSIgn of thIS arrangement

4
These 1Ostructlons and the Customs Bureau s reference to unscrupulous elements are particularly

IrOnIC given the fact that earher 10 August 1998 the UNFPA had refused to become the consignee for non­
USAID donated eqUIpment and DOH-owned products stat10g that [w]e are partIcularly careful that the tax
exemptIOn pnvileges of UNFPA are not perceIved as an 10strument for clrcumventmg government tax rules
and regulatIons

3



contracepttve shIpments Unfortunately, by the tIme these shIpments were halted three
shIpments of contraceptIves wIth a total value of almost $979,000 were already on the
hIgh seas and, subsequently, were held at the ManIla port where they were at substanttal
nsk of spOIlage and/or dIverSIOn

To address thIS sItuatIOn, the Secretary of Health sent the Secretary of FInance a June 12,
1999 letter requestmg resolutIOn of the problem and statIng that

• The payment of duties from Its eXIstIng budget would consume meager
resources for lIfe-saVIng dIsease control programs such as tuberculOSIS,
dengue and malana, and

• The Bureau of Customs had the optIOn of holdmg succeedmg contraceptive
shIpments If the DOH's back accounts were not settled under a deferred
payment scheme

In turn, the Secretary of Fmance sent a letter to the CommISSIoner of the Bureau of
Customs ThIS letter noted that the DOH could take advantage of the above mentIOned
deferred payment scheme and authonzed the Bmeau to release the contraceptIve
shIpments pendIng the Issuance of a Jomt order or CIrcular In response, the
CommISSIOner agreed to release contraceptIve shIpments pendmg the Issuance of such an
order or CIrcular So, the ImmedIate problem has been resolved

Lessons Learned

We have the followmg concerns WIth how thIS SItuatIOn unfolded, some of WhICh may
have ImplIcatIOns beyond the current SItuatIOn and thIS partIcular host government

1 The sIlence of USAID's bIlateral agreement regardmg custom dutIes ­
Although USAID's bIlateral aSSIstance agreement with the Government of the
PhilIppmes, whIch was executed m 1951, does address many Important
Issues-such as the proVISIOn and use of trust fundS-It does not explICItly
state that USAID-donated commodIties WIll be free from taxes and dutIes
WhIle the bIlateral agreement WIth the PhIlIppmes IS not umque m thIS regard,
other bIlateral agreements of thIS era do contam such exemptIOns

For example, USAID's bIlateral agreement WIth Jordan, whIch was executed
m 1957, states that commodItIes Imported m connectIOn WIth a USAID
program or project WIll be exempt from any customs dutIes, Import and export
taxes, and other taxes WhIle such language does not guarantee that the host
country WIll not attempt to levy customs dutIes on USAID-donated
commodItIes, It does proVIde an authontatlve baSIS for contestmg such dutIes

2 The acceptance of short term solutions for long term problems - In May
1998, the MIsSIon's IdentIfIcatIon of the UNFPA as ItS consIgnee for
contraceptIve shipments was VIewed as a stopgap measure pendmg a
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permanent solutlOn to the problem ThIS permanent solutlOn was the supposed
grantmg of a WaIver by eIther the President and/or the Department of
Fmance-neither of WhICh were forthcommg

Now, In July 1999, the MISSIon has once agam fastened on a stopgap measure
pendmg a permanent solution-the Issuance of a GOP Jomt order or
CIrcular-whIch, lIke the Waiver mentIoned above, mIght never be Issued

3 The focus on donated contraceptIves rather on donated commoditIes ­
WhIle the current case does mvolve shipments of contraceptives, the Issue of
applymg customs duties to donated commoditIes has the potentIal to Impact
any current or future USAID actIVIty/program that mvolves such commOdItIes
WhIle we appreCIate that the MISSIon's and the DOH's pnmary concern was
to resume the flow of donated contraceptIves, we thmk the MISSIon must deal
WIth the larger Issue of USAID-donated commodItIes

4 SIgmficant polItIcal rIsks were assocIated WIth usmg the UNFPA as a
conSIgnee - The acqUIescence of USAID m the use of the UNFPA had the
potentIal for negatIvely affectmg the program WhIle we do not questlOn the
smcenty of the parties mvolved m bnngmg about the arrangement by whIch
the UNFPA agreed to act as a "paper" conSIgneeS for the commodItIes,
WIthout addItIonal USAID documentatIOn discussmg thIS arrangement, It IS
not clear what elements of the SItuatIOn were conSIdered

For example, substantIal sectors of PhilIppme SOCIety and government do not
approve of the use, to say nothmg of the ImportatIOn, of contraceptIves
Consequently, even though the UNFPA-by VIrtue of ItS status as part of an
mternatIOnal orgamzatIOn-is not reqUIred to pay custom's dutIes, It aSSIsted a
member state (the Umted States) to Import commodItIes In apparent VIOlatIOn
of a PhIlIppme PreSIdentIal DIrectIve We beheve that such a maneuver could
have caused a publIc backlash endangenng what legItImacy and hmited
governmental support the program does enJoy

5 Other sIgmficant rIsks were assocIated With usmg the UNFPA as a
conSIgnee - One pOSSIble consequence of makmg the UNFPA the conSIgnee
of record, when m fact It was not actually ever In possessIOn of the
commodItIes, IS that-m the event some shIpments were dIverted-such a
conSIgnment could blur the questIOn of who was responSIble for the
commodItIes We beheve that the nsk of commodIty diverSIOn from the Port
area of MantIa IS qUIte high, as eVidenced by the conSIderable traffiC m

5
We call UNFPA a paper consIgnee because whIle the UNFPA SIgned all of the customs forms

certifyIng as to the condltlOns of ImportIng the contraceptIves Into the country the commodItIes were never
deltvered to or at any tIme In the possession of the UNFPA Once the UNrepresentatIve SIgned the
customs declaratIOns those deciaratlOns were used to release the commodIties dlfectly to a USAID cleanng
agent The agent reportedly took the goods to a warehouse from where they were delIvered to the
Department of Health faCIlItIes At no time dId the UNFPA receive or momtor dehvery of the commodItIes

5



Imported commodities which takes pldce 10 stores adjacent to the port dred

In fact, the objections of the Bureau of Customs to the UNFPA role came
about as the result of an allegatIon that commodities were bemg dIverted
WhIle that allegatIOn IS now under mvestlgatlOn by the Customs Bureau, a
potentIal for dIVersIOn eXIsts It IS possIble that 10 d sItuatIOn where goods are
consIgned to one party and deh vered to another, a subsequent clmm for
restItutIOn of mIssmg commoditIes would automatIcally present a cham-of­
custody problem Whtle the Department of Health dId stIpulate 10 ItS letter to
the USAID/Phlhppmes that It would be responsIble for any losses It must be
remembered that thIS IS a Department whIch dId not have funds for payment of
dutIes, and that any recovery for stolen commodItIes would be problematIC In
the absence of any pnor wntten documentatIOn regardmg thIS arrangement
from the donor of the commodItIes, USAID, It IS unltkely that a claIm could
be successfully camed out 10 the legal system Accordmg to
USAID/Phlhppmes' offiCials, 15 shIpments consIgned to the UNFPA passed
through the port Without any undue dIverSIOn

To address these concerns, we have recommended that USAID/Phlhppmes develop, WIth
the PhIhppmes' Department of Foreign AffaIrs and/or the NatIOnal EconomIc
Development Authonty, an actIOn plan-wIth targets and mIlestones-to ehmmate the
reqUIrement that customs dutIes be paId on USAID-donated commodIties

Management Comments and Our EvaluatIOn

In response to the draft audIt report, USAID/Phlhppmes' management stated that It was
10 general agreement WIth the content of the report and agreed to take the recommended
actIon Regardmg RecommendatIOn No 1, the MISSIOn agreed to develop an actIOn
plan-wIth targets and mIlestones-to ehmmate the reqUIrement that customs duttes be
paId on USAID-donated commodItIes The MISSIOn mtends to mvolve the Department of
ForeIgn Affmrs and/or the NatIOnal Economic and Development Authonty 10 thIS actIOn
plan

Based on the above, USAID/Phlhppmes has made a management deCISIOn on the one
audIt recommendatIOn In thIS report We apprecIate the MISSIon's offer to submIt the
fmal actIOn plan to us before requestmg closure of the recommendatIOn from the Bureau
for Management's OffIce of Management Planmng and InnovatIOn

6
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APPENDIX I

SCOPE AND
METHODOLOGY

We performed an audIt of how USAID/PhllIppmes addressed custom dutIes levIed on
USAID-donated contraceptIves The audIt was performed m accordance wIth generally
accepted government audltmg standards and was conducted from June 28 through
September 2, 1999 at USAIDlPhIhppmes ThIs audIt was lImIted to examInIng

» The CIrcumstances that led to the Government of the PhIlIppInes' reqUIrement that
custom duties be paId on USAID-donated commodItieS,

» The reactIOn of USAID, ItS host country counterparts and ItS development partners to
this requIrement,

» The status of commodIty shIpments affected by this arrangement, and

» The current SituatIOn VIS-a-VIS custom duties on USAID-donated contraceptives and
other commodItIes

This audIt was deSIgned to look at the partIcular Issue of custom dutIes on USAID­
donated contraceptives and, therefore, did not mclude a reVIew of the overall
contraceptive dlstnbutIOn system

Our audIt work mcluded analyzmg USAID, Untted NatIOns PopulatIon Fund (UNFPA),
and host government documents to determme how the reqUIrement for paymg custom
duties ongmated and how USAID and ItS partners responded We also mtervlewed
USAID, UNFPA, and host government offICIals to learn more about how the sItuatIOn
evolved Fmally, we made a field VISIt to the MantIa port to examIne the contraceptIves
bemg held by the Bureau of Customs and the condItIOns under whIch those commoditIes
were bemg held

7
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Page 1 of6

US AGENCY FOR INTERNATIONAL DEVEWPMENT

Ramon Mogsaysay Center BuIIdlng
1680 Racas Ilo\JeIICltd Malate 1004
Manila PhIIIpp1I18$

IR'!!D
~-­'.,.','

SEP 2 3 1999

Fax No.. 632521 5241
632521-4811

Tel No 632 522-4411

MEMORRNDUM

To

From

Mr Paul E Armstrong
RIG/A/Mamla ;J~~

Patr~c~a K~~es <

M~ss~on D~rector

RECEi\P: -
23 SEP 1999

p -

SubJect Qu~ck Response Aud~t of USAID/Ph~l~pp~nesi

Response to Customs Dut~es Lev~ed on Donated
Contracept~ves Aud~t Report No 5-492-99-006-P

The M~ss~on agrees w~th your recommendat~on to develop w~th

the Ph~l~pp~nes Department of Fore~gn Affa~rs and/or the
Nat~onal Econom~c and Development Author~ty an act~on plan
w~th targets and m~lestones to el~m~nate the requ~rement

that customs dut~es be pa~d on USAID donated commod~t~es

At the same t~me we bel~eve the follow~ng comments are
pert~nent to fully understand~ng th~s complex s~tuat~on and
present these below

For more than 25 years USAID donated contracept~ves and
other commod~t~es entered the Ph~l~pp~nes w~thout pay~ng

custom dut~es However as you po~nt out th~s arrangement
was ~n Jeopardy when the GOP ~ssued a Pres~dent~al Order ~n

December 1997 requ~r~ng dut~es to be collected by the Bureau
of Customs (BOe) on all ~tems enter~ng the country
~nclud~ng donated mater~als as a part of the GOP s overall
tax reform effort As a result of th~s Pres~dent~al Order
s~x sh~pments of USAID funded contracept~ves total~ng $1 74
m~ll~on were held by the BOC unt~l the payment of dut~es by
GOP s Department of Health (DOH) By hold~ng these
commod~t~es at the port the ava~lable supply of essent~al

contracept~ves ~n the Ph~l~pp~nes was Jeopard~zed Th~s

would have had an adverse ~mpact on our program obJect~ves ­
a reduct~on ~n fert~l~ty and an ~mprovement ~n the health
status of mothers and ch~ldren Add~t~onal delay would have
also exposed these commod~t~es to loss due to heat and
hum~d~ty

G~ven the lack of GOP resources and the need to release all
contracept~ve sh~pments ~mmed~ately to avo~d spo~lage the

8
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Appendix II
Page 20f6

2

DOH dec1ded that all future sh1pments should be cons1gned to
the Un1ted Nat10ns Populat1on Fund (UNFPA) The attached
letter by the DOH (Attachment I) requested that USAID have
"contracept1ve sh1pments 1ntended for the Department of
Health be cons1gned to the UNFPA" Even w1th the UNFPA as
the cons1gnee the Bureau of Customs also rece1ved a wr1tten
exempt10n from taxes and dut1es for these comrnod1t1es from
both the Department of Fore1gn Affa1rs and the Department of
F1nance Because USAID 1S the only donor for pub11c-sector
contracept1ves 1n the Ph1l1pp1nes large numbers of women
and part1cularly poor women could have had unwanted
ch11dren 1f the Department of Health had not corne.up w1th a
qu1ck solut1on, 1 e changed cons1gnees

The M1ss1on was aware of the potent1al r1sks 1dent1f1ed 1n
the aud1t report of uS1ng UNFPA as the conslgnee However
we bel1eve our only feas1ble opt1on was to lmplement the
GOP s off1c1al request to cons1gn the contracept1ves to the
UNFPA 1n order to susta1n our program and avold the loss of
commod1t1es due to spollage It should be noted that
fortunately none of these r1sks came to pass 1n uS1ng th1s
arrangement

In order to reduce the r1sk of loss and d1vers1on
USAID/W/Global Bureau sh1pped the commod1t1es 'door to
door " mak1ng the U S sh1PP1ng agent PANALPINA
respons1ble for all losses unt11 the sh1prnents arr1ve at the
Department of Health warehouse The results were
successful All 15 shlpments of contraceptlves for the DOH
conslgned to the UNFPA passed through the port w1th no
reported d1verslon

The letter from the Bureau of Customs mentloned 1n the aud1t
report states "that they (BOC) have been 1nformed that
unscrupulous elements have been uS1ng your (UNFPA) f1rm
In th1S letter (Attachment II) the Bureau of Customs d1d
not 1nd1cate USAID commod1t1es were 1nvolved but referred
to those contracept1ves cons1gned to UNFPA that arr1ved on
board the vessel Eagle Excellence n Reglstry No APL-074 on
4/29/99 The shlpp1ng records for all USAID comrnod1t1es
durlng thlS perlod show that we d1d not use thlS vessel to
transport our contraceptlves

The current arrangement w1th the GOP requ1res USAID
commod1t1es to be funded t~rough the automat1c appropr1at10n
mechan1sm as done pr10r to the 1ssuance of the Pres1dent1al

9
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Not~ce Th~s mechan~sm has worked effect~vely ~n clear~ng 6
sh~pments w~thout USAID and the GOP pay~ng dut~es from the~r

budgeted resources for development act~v~t~es and any losses
due to dlvers~on However we do agree wlth the RIG In
lmplementlng the followlng recommendatlon to develop an
actlon plan for all USAID-donated commodltles

Recommendatlon No I We recommend that
USAID/PhlllPPlnes develop w~th the Ph~l~pp~nes

Department of Fore~gn Affa~rs and/or the Nat~onal

Econom~c and Development Authorlty an actlon plan ­
w~th targets and mllestones - to ellm~nate the
requ~rement that customs dut~es be pa~d on USA1D­
donated commod~t~es

The M~ss~on agrees to develop an act~on plan - w~th targets
and ~lestones - to el~mlnate the requ~rement that customs
dut~es be pa~d on USAID-donated commodltles ThlS plan w~ll

lnclude the lnvolvement and part~clpatlon of GOP Department
of Fore~gn Affalrs and/or the Nat~onal Econom~c and
Development Authorlty to address thlS sltuat~on Based on
the above the M1SSlon requests that a management dec~s~on

be lssued In the f~nal report and that thlS recommendat~on

be closed upon lssuance of an act~on plan to address th~s

lssue The Mlsslon wlll subrnlt the flnal actlon plan to RIG
before requestlng closure of thlS recommendatlon

Thank you for your coordlnation w~th the M~ss~on on thlS
effort

Attachments Attachment I & II

10
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NED~ sa Ma.\" ,I

pmor~olo ~_ Legasol Vlfb.ge
_IHal\.'l(l '-I,

The S~,;-e,'i\ 1n.. ~lre'la\ d,~Ct,:sea t!'I:l r"arte- \ [,'I r-.fr Sl!.<IS~ ~l[eI-~a. tT\F"A Co lit r}
Re.J es~ - ',n<. \\10 1"tS 1 im <,~r.::;:o '0 de:!' ene s'1.pmen,s on b.;:ha!fof _he Deoa:- e,' of "'e!,lJ.
el -c [=' es,~btr~l,ed u'"\. p-oceClLre~ To fac1!LtaLe u"i\l'tP-\ cieararce a."o d:lt\ery to our c.::nrral

\ ~'el o....'e ho\ e e' 1L \ (luld he mos I ;:!or.,l' If Ire shIpments coula be sene door to doo, U1
a~co c:nce \ ttll a C'"lp~ o~ r~c.::- com"u'U::atlon frou l'v1a.-'" R,fhn;;: of USA'D/Wl!S~,n~to

P'O\ Iced to CDLMrS

Ple::I~e be ad\ Ised ll\::![ _"IS ch<1 tges 1'1 tlte cOr"Slg'lee 15 requested b} the Deo:lrtme'1 ofHealJ~ to
a 0 a p-otrac,e-i cle1a}s mcus,oms clear-~I" ..e w:! pote Itlal damages to uS~TD funded contraceotJ'.es
from c ,:)J~l1re to 5 III and s,orng<. CO,d\t101S at the porL

Th.:: D~p1r,men of Health \\IIt be soleh resoollSlble and accountable for at! shlOmen.s maoe to

11
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-:...~~-; ~\"}':2.::._"'::~e '\vllC,JUf",!..,..o <C L~~Di\ O~~"it""""~~'~~~:!.."_~I_

C' .. .;t~.... ..,-,:: ~_-: nco: ~£~ 1.'[' '': r ~ ,.. ref ..;~ ;. t I' f~ yr: S:'l"'''''1.~''' ~ So a_fQ~"t ~\J1.S!. :::~ ~ t. ~

i:' v'- .. a.Jc .c~.) 1-\3 s., OT~- _ C.1 ~~\..r ~C r~ Dep:..-tr'wt. o.f;"'t~1n" ~ 1'1 t~e 9~ -

.,r-
IO I

~ I Ir ~ ... ..... ..
- -. j '" ~.::; t -

I ;J ~

-'
...-

r

---'-
4 -...~ - l '\' 1Jo_ ... -;. c..

EcoPY
BEST AVAILABL
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if

I
I
I

RCPt 13(.IC CfTII'" i' Ill.1l i'!'1~';

r!;:' "I'T~ E:'f1" C=- 11 'f J ....C:
8LRc';U 0<= CUSTCMS

nl ~ 'ill.\ • Wl

.zg ;'orl 1999

I
I

mn:rSD N'A::"ION .PoPtn:.AnoN
lOCI N:;D~. l\..ta..~tl md~
An:.tl""Solo Sc. L::Z!:5;l1 v.urllge
Ma.teI~l Cty

To '11. hom It tnay eo::~
...

.. ..

.--' ­..

1:0 t.'l..$ C:Q,aneet:on. please ~nlirr.:l \n ,;~tu;. v.rethl:"l" }Ow ha.;~ rmportcd~e lfforll:nu!i gt>Qds

ThIs~r~f~~e"le¢ to !.ho "/hl\)~e-l~ Qr 1••.40 az:tl l-ao' <::OrtQU"'=~ to
1:J:m~m C'ClntMC"epttl'~c:or'.stgnC(;! lo j-our firm whic.n ~mvecl an OCl;l,,"'d "e.'l,.~el

' 'J:aglc i:"(C"c;lIC:"<:.A- WIth RI"-e:II$1.ry No. l\~r,:Q74 on 22 Arml 12$ at t}O~ Mnmla
Intl,.n1ltllOn"'l c.onta.ner Port, Norlh l1ar'.:Jot". Maml.~

-':=-> --~..e
.. We O«vc lIc:n mfo..'"2ncel that :lome un::renJpu1otuS clements ha\'e bcC!r1

usinU your lino. M cont!~lt in lheu :Ue~ll:n:lc!e _ ~

I

I
I

I
I
I
I -"

I
I
I

BESTAVAILABLE COpy
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l;; I\GE'\C\ fOR ll'iTER'\ \.TIO'\AL DEVFLOP"lE,\[

Rarn,Jn Magroysav Center Building
1680 Roxas Boulevard Malate COa
Manna Phlllpr!n<"

SEP 1 0 1999

~r Pa~l E ~~str)ng

Rpq~oral I~s?ector Cener _ ~0~ A~Q_t/~anl_a

U S Agenc} f8r I~terrat_c,a_ ~eIe ODnen~

168J ~o~as Blv1 ~anlla Pr po ~es

fax "Jos 6,7 '_15:41
6 7 71-4811
617 <27-'1411

St.b E'~t Qt._ck Resporse ;udlt 0: (SA:DI?~1'1ppl-e~

~esponse :0 ~t.b:omb J_tles Le_ pd 0n DorAt p ,

C0rt"dcpp:l/eS ~L.Ql: PeDor: No 5-~9~ 99 J2X-?

Dear Mr ~~3trong

{ou ra,e asred t,at uSA:D/P~ OD_nQS orav_de a ~anage~e~:

Peprese~rarlor Letter 1, conncctlon vlth Jour ~lck resoo~se a~dlr

at :'"le CL.",tJlUS C_edrd~ce 0: U"AID-Do'1.a:ed Contraceptl/es as 0t
Seotemoer: 1993 a~d f0r trp oer_od J~nuarl 1 1998 to ~ugus- ,(
1999 tre ~pr_oc u~der at..Jlc T~e dL.d_t was L~te~d£d '0 a~s er
t"e Eo110wL 1lg aud_t 00 PC't_I.7

• ~ow d_d JS;:J/ P" _ po_res dcdress CL.ScO~ cutles
lev_eel on L'SA:D-dond~"'t. ("'or~raceD~_/es?

- hp/P as,-~ r~p arflCeS ~o~t cancer-eo Vl_~ the dudl" tu ~~ ~

a/alld~~0 ~o IOLr s~a:f a~l ~pr0rM~ _~ O~2 possess_un _J~ - e
pu.cpLse c! t-o,e at \1... "'''''p hi'l/P '1C't:"u.,..-0d mp .... rat ...1.1. .... ~ .....r)lds .... ...,
ou~ p0~sesslo' raJe bpe~ ~ude d "ll~o P

I haJe :;, .... 50 aSKed -'1e-rn ... ") "'r'dYP .....po ... ,ospn-F.lt" Olle.,. t-( TP ., ...... ("~ ... - .... E­

dctl ~: eE aL.c_tea pnQ t-a d~dlt It,e_: -"Py 0~/e ~~de t-e
rpp~e~er:at_on3 oel~v as t ey apolJ or_y ~~ "Ir~L "PPC'~~ 0- tn­
dudlcea ac:_v.t~es h~lC~ -&'e bee- ~rder t~P: l-p'e~~r-~t (r
Jnd ac~ -_scr~tlve =o~tr~. of vS~_V P~ Dolles

13 SEP 1999

RIGfMtlNtLA

BEST AVAILABLE COPY
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I Mr Pa~l ~ Arms~rorg
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?c.ge 2

Basec Jpon ~ne ~ep~ese~tat_crs mace ~o ~e oy mv sta== a~c : e~L

cOr'rurre'1,e ,",_to- t-e rPDrp"ertatlors "'lade nerel'"'! I con:_:::~ :-e
fOl~ON_""g :::-eDresertat1o~s hlt- resDec~ -0 ~~e n~tl, - ~s ~ 4 1-,U

I
I
I
I
I
I
I
I
I
I
I
I
I
I

1

3

4

L~~:J?~ pOl~es lS reSDO~5_0_e :or (~I :ne M ss 01 S

_-~er,d~ control syste~ 01 ~ne ~~SSl p S rrMpl nn,p 'l-~

apDll~ao~e J S laws a~a regu_~~_ons strateg_c ag~ee~e--3

a~d cont_acts and (e) t~e ta_r,ess ana aCcurac/ cr r~e

~l3s~on ~ ~~count~ng Q~a ~~~Qge~e~t ~~~OrTa:10~ ~v~rcn~

relat_~g thereto

~o t~~ be-t 0: m~ ~~ow_CGgc a~a bO~le: vS~:JIP~_L_ryCl""~~ "­
~ade c,a_Laole to RI~/AI~an__a a~d_to:::-~ a~l 41ss_on reCQrc~

reLa~_~g ~o the actl~_t_es aud_~ed _~c_ua1,g al~

commJ,~cat_o~s to thlrd Dar~_eG

mo t~e Dest 0: my ~,ow_edge a,d ne_lef ~~ss~or recor~s

relat "q to the actlv_tles aud~ted are accurate ana compl~t~

ard goa fal~ represepta:lor as to the statJS 0: tbe
dct~V_~l~S ~~3~~ed

To t-e be~: of my ~10w_e~ge a~~ nelle: uSAID/PrLl~pDlre~

~n~ a ~r~ or any ~ater_al _,S~a,ces wn~re _lnanc_dl ~r

"'l1a rt tgl:?...... e"1:. _..... ~ormat_of1 ,,1'_::''-' Je C ).,..., ...:).....ue .... ..:Jub:::I\,..d l~ I~ ()[

m? ~e s ~~re~tlv relat_~~ to t~~b a~a_t nas ,ot teer o~~~e~l

a-c ac~~r~~ely recoraed ane reporrej ot~er t~ar t~e f_ l~L-C-

~ n,p a_att reoort

~o t,~ oes~ or my ~o.;_eege a~a oe __ e: uS~rD/pn c~ 1 ~S na~

Ll~clJse~ d"~ ~own lrreg~_ar_~_es .;n Cn ve cors_dec
s b..,t_"tl' e lnvo_v_ng H ss_on eFp_o/pes n:''' Plte:::-~d_ ( )--~r

r~soo ~lo~~_tles or ot-et orga~_zatlors t~at co~~d a-re - - p

(~-to~s cleara~ce 0: u~A:u-ao~a~ed cortrareotLJ~S "r~

comwu~_ca:._ons :ro~ an~ ot1e_ ~rg&~_zar o~ roncer-_-g
-orCO~Ol_~~ce l_t~ or de:_c_e~c_e~ _n ~he c~3tors c_e,:::-~-ce

LSrLJ ao~a~ea con~raceDt_'es :"a:' Ie -aJe "ot d_re3CJ -~r ~L­

:01J F)r D~r~oses J: t _s rcoreSertatlOn l~rog__ a:::-_-_e~

~ca-s ~~~ ~~ter~a_ nopro~p__a~cc #_~~ appl~cable l~\~ C~

rtg~l~t~o"s ard or lntert_ora_ m_sstate~ents orr~s, ors ,r
ta_l_res to aisclose _rre~~_ar_:_es

BESTAVA~ABLECOPY
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5 fo tb0 best ot my ~~oNlecge ard D~.~ef ~SA:D/~~ l po -~ ~

reoor::,..,d to ::"e dcl(.J. ors a2.1 o<DOJVr l~sta'1Ces (o~'ler _'k ~ 'Ira­
bas Dee'l l'lc.cloed 1 tre draft auc_t r2DJC~ or ~eDor::ec 0 t-e
~_,~LOI Jur 9 P~p course o~ t~e ael~_- _ I W-LC'l _n -,,~

"'_55L01 5 J\..dg''lent ::here hdl> b",et' c\ rdt':!rla_ nn'1como .-.1-('e

I_t" L_ft:D oo2..cJ.es arc procedures v_ola· uns e y JO~ - p

!_-J_at.o~.., of IJ S .d''I5 or reg\.._dc.:m .e.dt.lg ::0 :"e
act.V.C.8S ~ua~ted

To t"e bpst ot mJ o<nowledgc ard De.lef 0Sft:D/ph __ .OO ~P~ -,s
reoorted to ::"0 duoLtors a_l kro#D _'lstarces (ot'ler th&- I ,r
ha.3 oeer Lrc luaed 1.n the dra -t 'hle. t report or reLor::ed D/ t-€.
If.SSLO- durlng the course 0: t'1e ala.t) .11 wr1.C' .n thO
1.S5L0'1 5 J\..dqemenL t~ere nas been a ~ater.al -orro~o __ance
'I t" all t'le asoects of contractua_ agree~ents relat_r~ _0 c e
de L_v ~Le<., iuu>tec

8 l\f:er rev~eWl"lg your drat t audl L. report anC' fur::l:.er
cor~~ltat_o" Wlt~ m} staff I know or ~o ot~er ~d~t~ ~ O'

t~e date or tP1S le~ter (ot~e~ tha~ t~ose eyPres Ed _' eel

~arage~ent Commcrts to '::~e ~raf':: reooyt) #r_c~ to t~~ De~t

ot nj ~'1owleasc d~O bellef wou d raterLal.} a_tc~ -~E

cor(.~s_or~ rcac~ed 1.~ ~~e drat reoort

. rcql...C~c t~et tr.s RecrcsentaL.or ~et:er be _~c_Jae~ d~ ~A~· ):

the r~"f~C~d. na"'a",Enert ()rrne'l~<" on ·~e draft report "-~i'l-

be lulll lH-'U <" ,""w f ch a! I\.r E-',{ ·0 -r;E' ~0Y)()r::

Pa::r.c_d ¥ 3UC~.LS

~l~s~or ~_rectur

JJ~ID ~~~_~nnl'es

BEST AVAILABLE COpy

DI:...:I' "I~ ,
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Untted NatIons
PopnJanon Fund

PHI GEN 694

NEOA sa MJlc;l.~ a. ld,n& 100 AmoC$Olo S~
1..&gosl" VIlI.ge 1229 ..IWll CIty
i'~ No. SQ2-0611 TO..5 n\ell I'h>k:oln m2l25O
&"""1 ullfpo. Ii pWllC1~<l<t.ph

unfpnplt@ skylnctJM:l
U1J4pfQplu~~~(I,lCro<I)

Fax Nu (~UlaI11!616

~OOl

I
I
I
I
I
I
I
I
I
I
I
I
I

2'S June !J09

af"::)~~i'ln !"~]

De", Bdll in! JUN 2(1 1999 U
UUL.... _'" ,-oJ u L.:l~

OPHN
1 am wntUlg to you 10 n:!>ponse to Mr Charles Lennatl s letter dated 3 June 1999

ce>ncernmg the ~hlpml:nt oj wntraceptlvcs and Vvlsh to reltcr1te that as per instructIon froIllt '"NFPA Ileadqu3ners ,md foilo..... mg dI5Clli.~101'S \.'11th the legal office, 1have been \I1~tructed to
mform U';AlD to Wlthdtaw munedlately itom the practice 01 dllO\',lllg Lhe use of Ul\l PA nam\,
to Import COntTdceptJve:. thus avoldlOg payment of taxe!>

Please note ,hat 10 light ofthe abm 0dltectlves and as statcd U1 our lettcr dated t7 May 1999
wlllcn supersedes aU ptCVlOUS correspondence on the :.ame ~ublect UNFPA nO\1l or 10 theflilurl.. IS not In a pOSltlon to be ot am (lSSI~tall~ m reled,lllg an} goods con'Lgn~d to tl,

We hope :l'OU llIIdcrstand our mablhtv 10 extend support on th s matter and \\l~'t U'3ArD all
the best to explore other options to resolve the problem

Best regards

SmLerdy yours

/t~~_a.-
~atlsh Mehra
Representatlve

Dr P E Ralakm.hnan
Office at POplilatlOn Health and ~utrltlcm
t<;AlD Mamh

17


