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GLOSSARY
 

AMREF African Medical and Research Foundation (Southern 
Contractor) 

GOS Government of Sudan 

MOH Ministry of Health
 

NPHCP Northern Primary Health Care Project (AID Funded)
 

OAI One America, 4 nc. (Northern Contractor)
 

PHCP Primary Health Care Program (On-going GOS Program)
 

RHSP Rural Health Support Project
 

SPHCP Southern Primary Health Care Project (AID Funded)
 

Currency Exchange Note: Exchange rate used throughout report is
 
the official. rate in effect throughout 
most of the period under review. 

$1.00 = LS 1.3 (Sudanese Pounds). 



EXECUTIVE SUMi'MRY 

INTRODUCTION 

The Rural Health Support Project (No. 650-0030) is striving to 
improve the capability of the Government of Sudan (GOS) to 
deliver primary health car e to the rural population. 
Approximately 90 percent of Sudan's 18 million population is 
rural. The projects objectives are to be achieved by providing 
medical training, equipment and medical supplies, constructing 
training and dispensary facilities, and other logistical 
support. 

The project is divided into two components -- northern and 
southern. Separate regional governments administer their 
respective component of the project. There are also separate 
technical assistance tea;is to assist with implementation of 
each component. 

AID 	 is providing an $15 million grant to finance construction 
of primary health care facilities, equipment and medical 
supplies and technicians to provide medical. t aini ic. Thnce 
G'03s contr ibuLion of $13.9 million is to come fr'om PL-480 
local currency generp i:.tions . Poject imp.emento Lion hega n in 
Augu st. .980 and thIe coi-pleti.on date has been e} Lended Lo August 
1987. 

The purfposes o our audit were to: (a) evaluate procJrOs.s to,'.,ard 
meeting goals and :,.hjectives (L) determi.e whether AID funded 
resources were effectively utilized (c) ensure that pr-oj ect 
impleme-ritation was carried out in accordance with applicable 
.aws and regulations and (d) identify and report on any 

signJficant pr-oolems. 

Our ability to assess program results was limited because 
littl.e activity had taken place since the project paper was 
revised. Therefore, our audit primarily addresstd financial, 
comp]iance, economy and efficiency matters. This effort 
disclosed numerous areas where project implementation could be 
improved.
 

Several serious problems, outside the control of project
 
management, have hindered implementation of this large, complex 
project. tKojor hindrances which curtailed progress were:
 

--	 A planned overlap period with the predecessor northern 
and southern primary health c-.re projects did not 
occur because signing of technical assistancecontracts 
was delayed. The contract for the southern component
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was signed 20 wonths behind schedule whi le the 
contract for the northern component was executed 28 
months later than plannel. 

Sudans' deteriorating econoiuy eroded the support base 
for planned project activity. 

Project imp].ementation was seriously affected wen the 
GOS divided the south into three separate regions. 
Each region was to have its o,,n gove rnment. The 
project was neither desiqned to work ith three 
governmenLs nor- were the new governmeri:s sufficiently 
organized and staffed to implement a project. 

SHosti.ities still pose a major obstacle to 
implementation in the Eouth. At the time of our audit 
technical assistanc,: personnel had to be withdrawn 
from two reg ions because of fighting. It: is not known 
when or if project activity can be resumed in these 
a r -,Ds. 

USAIID/Suda n aprr opr ia tely r eacted to the above pr obl.e;c.; by 
comfmi.,sl.on inq a :evli't-(1Lon e'xercis' to eCVi.evw t.h projects 
original objectivc ai',1 .spjto:i>-. T] .is exrrci ,. iestii.ted in 
a proj',t L ip. . s uj '].e t whi c h modJ i id So0C, }p!: 01JG t 
activiit , t:J c,-2r t. i npuT:- and o i-,riLs ;.ri d uevis.ed 
impI.Centati.o pI.ann eJ) of U:7 action did. ittr',-- the 's we 
not make any :i tio:; co -eco?..n-cernin th'e ne-d to alte r 
proj-ct des ic n, cor rcct major: ohs La cbs to impic~hentL..tion or 
refi.,C i mpl2ei t Itoi an,. 

We are , howoe V, concer: ,. about the fea'JJbility of U$SA]D,/Sud,-,n 
support ing a free med:i.cal service whichi the GOS can' t afford. 
AID i:esourees I.ntte:rused pi: ovide inn 3J:t be to assistance 
developinig a sup'ort icj r a th thaLI moresI sys Lei t-h buidig
of an infrastr tic ture that won't be mailuteined wi.thout massive 
foreign, AID ass;stance. 

Areas where project management coUld be str:engthened are: (a)
formation of a project coo rdinating ccmm i.ttee to oversee 
implementation (pages 5 and 6) and (b) immediate selection of 
participants so they return to the project before it ends 
(pages 6 and 7).
 

The report makes recommendations to improve financial 
administration of this $32 million project by (a) hal.ing local 
currency a-I,,'vances to the south (pages 8 to 10), (b) improving 
con:: rols over local currency expenditures in the north 
(pages 10 and 11i1, and (c) reviewing labor payments for
 
con-truction (pages 11 and 12).
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This and the two predecessor projects provided severaJ miJlion 

dollars of facilities, equipment and vehicles. Our review 
showed th..at accountability and utilization of these resources 

improved if (a) a facility maintenancecould be substantially 
capability was developed in each Regional Ministry of Health 

(pages 13 to 15) , (b) inveiitory controls were established in 
the south (pages 15 to 17) , (c) an improper contract clause for 

disposition of constrluction equipment were negated 
(pages 17 and 18), (d) project vehic-.es wei c surveyed to 

improve their utilization and pr acticality (pages 3.8 and 19) 
given to Sudanese mechanicsarid (e) training were 

(pages 19 and 20). 

our findings were discussedAt the conclusion of the audit, 
providedwith USAID/Sudan officials. A draft report was also 

Tneir remarks during the e.-it conference,for their review. 
and their written comments in response to our draft report were 

included in thisconside:ed and, where pertinent, have been 
report.
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BACKGROUNO
 

The Sudan Rural Healthi Support Project (RHSP) was designed to 
improve rural health services by providing support to the 
Government of Sudan's (GOS) Primary Healt[ Care Program 
(1IC P) . The !:incipa,1 beneficiar ies of the project are the 
rural population in the northern and southern portions of the 
country (,pproyjmately 90 percent of Sudan ' s 1.8 mill ion 
population is rural) .The PI1CP is a rUral.-bascd, preventi.ve 
program, depending on trained health workers at the village 
level.
 

The project purpose is to improve the central and regional. 
Ministr.ins ' of Health (MOH) capability to deliver primary 
health care to the rural population of Sudan, with special 
emphasis on maternal child health and family pl.anninq. Tlis 
purpose is to be achieved by pro-id inq medical traininC and 
supplies, construction of training and disponsary facilities, 
and other logistical support. Since th, GOS places
 
considerable emphasis on decen tral ization, this project has 
been design-nd to focus most activity on a regional/province 
basis, ratl.h.r thon at the national level. 

The projct is divided into two co .. ,oanemts - northorn and 

southern. There are sepa ra te re ional governmmipts to 
administer the i reL.>cva oM the project-. There(r ccoponen-)t 
are also supw.ra Ic technical assistonce tuams to assist with 
nlplement.tion of t. compo..n Ls. 

Project imp]l.ementatinno was authorizcd in August 1980 and the 
project assis tancg completion dae has been extended to August 
19B7. The finarncia1 plan cal.s for a $18.1. million gran t from 
AID and a GOS contr i -ution of $13.9 which will come from PJ.-480 
Title Ill Jocal currency generations. Total project funding is 
about $32 willion. 

Implementation of the RHSP is administered by the GOS's 
central, regional and provincial Ministries of Health. 
Technical assistance to the northern portion of the project is 
provided by One America, Incorporated (OAI) based in 
Washington, D.C.. Technical assistance to the southern 
compop.nt is provided by African Medical and Research 
Found.'.ion (AMREF) a New York headquartered corporation based 
primarily in Nairobi, Kenya.
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OBJECTIVES SCOPE AND MIE.THODOLOGY
 

The objectives of the audit were to (a) evaluate how well the 
project was progressing toward meeting its objectives, (b)
 
(cnsurethat AID funded resources, were effectively utilized, (c)
 
determine if project implementation was in compliance with
 
dpplicab.e laws and AID regulations, and (d) identify and
 
repo:t on any significant problems. Audit work was performed 
in Sudan in Octoher - November: I9M4 and focused on project 
activity since inception thLough Novembc.r 1.984. 

Our reviCw of pr:o0Lam results was limited due to project 

implementation delays and the changed political situation in 
the south which ncessi tated a revision to th,, proj-c<t paper 
design. Very little implementation had taken place since the 
project papor had been revised. Consrquen t]y, our audit. 
prim ril y addressed financial, compliance, efficiency an, 
economy matters. We reviewed intern,,] controls over PL-4 U0 
Title 1HI local currency gereraLions Wich consti LutJe the COS 
cont ribuLion to thue project. We also ane ].yzcd the 
accOU tou't~) Cl an-scLs hi" ti,.iLy/u t] i:J~ enof prov ided previous 
Northern PrJ. ;:wfy ue ltn Ca. e Project- (NPli:P) and the Southern 
Prim-ar'y Hea] th C.,re (SP!]CP) bcause, t a-yr V Cal to 

the success of the Curron PC:ojoct. 

J: V'isl)Our iud.il. inte;:views wit-h ofFi c.-,.. fro U2 udan, 
the Regionl cono:i, DeveopmInt. Se.vJrxes Office &. East and 

SoU tme rim Af:rica, AR.,E a l , and t.he GOS ka: reviewed 

pertinernt files and Iian'cial. records of USAi tD/SLldtn , time COS, 
AT F'!ic were nort: r n andA "PEI' Fie .d .. .ips made to the 

southeur s,_ci 0 of Sud an. These trips enc0'pased visitino 
nt". wel.], 9regional govern, as as i ngrALJ.rIincpu cLion vi.its to 

several, field site activities. 

Our audit was made in accordance with generally accepted
 
government audciti.ng standards and included such tests of the 
projects' records and procedures as we conside:ed necessary in 
the circumstances.
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AUDIT FINDINGS, CONCLUSIONS AND RECOMENDATIONS
 

Project Progress Has Been Hindered By Sudan' s Economic 
Prooiems. Contract i:. Dees and Polj tical istablit 

Several. unforeseen problems have ser iously affected 
implementation of this project. r*The effect of these Iprobleis
is that the project could not be implemented as it had been 
originally designed. The principal difficulties have been: 

The project design anticipated an overlap period with 
the predecessor NPHCP and SPHCP. i ii.s r-lanned overlap 
never occurred because of very lengthJy delays in 
fielding technical assistance teams. The contract 
with AMREF was signed 20 months behind schedule. The 
contract with OAI was executed 28 months later than 
planned.
 

Sudan's serious economic problemis continued to 
deteriorate rapidly. Economgic growth has s).owed and 
per capita income has dcc].ined. External indehtedness 
has increas,,,d suf)s tan tially and the coU t :y has a 
large negCa t ive trac hJi lance. Thes: economic 
conditions have caused r cciii:re nt cost pi:obleins hich 
have cLurtai.ed the iiistititi uia], iitfrasittuetca and 
logistical support- a- ,> for j)1.c-nrle p: ojct &2 uivw ti''' 

iTe GOS ser ious.v d is r l)ted p,- o ,,ct i i) . eit!-n tat iorl 
when they d.vj.1ed the south in to th-ee sepI r ate 
reg iCns . Each req ioln was to have is own 
gover nients. Tue project wos not des ignod to assist 
three governments. Adit i onal y, th1e new reg ional 
governments did not hayv. functioninig organizations in 
place to iniplemiiont a project. 

Politicall]y motivated hostilities in the south also 
pose a major obstacle to project implementation. At 
the time of our audit, technical assistance personnel 
in two of the three project regions had to be 
withdrawn because of fighting in the areas. It was 
not known when, or if, project activity could be
 
resumed in these areas.
 

In response to these changed conditions and problems 

USAID/Sudan commissioned a "revalidation exercise" to review
 
the projects original objectives and assumptions. This
 
exercise resulted in modifications and refinements to some
 
project activities, altered certain inputs and outputs, and
 
revised the projects financial and implementation plans. For
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examp]e, the radio education component was removed; a h:ealth 
economist position was created to study recurrent costs; an 
oral rehydration therapy component was added and a logistics 
officer position was created. 

At the time our audit began, U-SAD/IJ dan had just f:ir alized a 
proj oct paper supplement which incorpora ted these 
modifications. Very little activity had taken place under the 
revised planning. Additionally, it had sti.11 not been decided 
whether project activity could be resumed in the other regions 
in the south. 

Cone] usion 
Project impl.ementation has been hindered by factors beyond the 
control of USAID/Sudan. USAID/Sudn ha!- reacted appropriately 
to these problem; by revising the project papor to reflect the 
changed environment. Consequently we are not making any 
recommendations related to imn;]ementation delays, obstacles to 
implementation or the need to revise project planning. 

Our ability to assess progr.am results w .limited becapse 
.ittle activitv had taken place since the projeqL was revisccd 

For this reason, our audit pri mar i ly foc.usJ on finLncial, 
complia nc.,e , economy inn! ef <ici matte r Th; e r';r dea of 
th is. repor t aid r us s the pro .hl i ,dentified .n tiose Mro-."s. 

Pr'oie:t: 1,r1 c:e;.::r,V CanL }he:. hS[: L' I .:"no 

Thi s project wil. no very d.i fficu t to man,,o because it 

attempts to bring ahout i)mprov( ununt :;. in a M1 LitiU of pr in: iry 
health care areas. Thisa dilficr ty w1. _ be compounoded b, the 
vast to r v i.tory project Jm.eimen tat ion covers and the poor 
log i.'tical and inirastr uctural suppr in. rur], areas. The 
following sections d iscusn OeOS Wheu we feul project 
management can be s treng thtened. One secti on was dole ted 
because events had overtaken our finding. Wie foLInd that one 
project manager could not function as a project manager, health 
planner and a medical training officer in three regions. 
USAID/Sudaoi in thoi.r response to our draft report indicated 
that two of the regions have been deleted from project 
ar. .istance; therefore, one project manager can handle the 
workload. 
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:d11' A at. ;i.;ManU ,,eaent , e .I .:ov If P.:ject_Co.r_. _Co ,. 

At the .ime of our audit ai important organiv,-. ion for planning 
and mionagi.n. projc- activity in tihe south had still not 
activated. A project- coordinat.in:j co;;ie. .e,- waS tu hvo -en 
established within 90 days from tLe date Meo project: ,.qreemernt 
was signed. Section 5.11 of tho project ag.eement contained 
the following special covenant: 

"M Grante covnant. that it will. 
establish in the SOL L a roj :c7t 
coordinating comm: ttee for the pu i:po. ol.: 
coordinat ng the PHCP compor: n o f the 
project. Th, Comm i t. tee ;:1 . be cha i red 
jointly br thy regional Mini st os of Health 
and I:riCi,].t : or th i : d],oC1s"I0 I,t e-:d 
reprnsertaLivu: ,. Other members of the 
commi tton V.i.LI be the di Lector o. the
P:,: t-'; I i ' 'iOj7n:,.. .. aII nyr y) 2tilii;,"y ..
IMJ I (;ie.im,.,P.rogram:, ion a[@;.OprE aMt 

AM REF s teff reprerent-a-ive W odher members 
a; dceIiqahtn,,d by' thre Agriculture and Health 
Mini. S[:r~ ,L, 

Offi cials fro;w Y J . MON in ,Jllh1 tol.d us t:hey d I ltih not 
form this can; e. , ,us they fI Vt t aa s:tering co.ttee 
fo thu p >Lcm's .,d'i i M,'SPEW t,, req.ui rements 
for troU cPord W bod. Hovever, othc projectRGSs ...


p,-.,,:ol told is this stec:0 ing cohm t c a s -deft:;i. and Ih:,diL t i i..[ onty. 

As plan-d, a coc :.in(] og t. can Mae a vao]a:)J.econiL 

co Ji .i.o.1 tO bcli 'ig project objectives. ,'o: e:-'?_ it 
COif1-1 _ a C ' thli L. Coordi"aiO nl'botiwoeel the C- 's 0 .:all 
PHCAi' a.d this pfroj,- Lakes :)Lace ; mo;nit.or thie proq;. ; of 
vaI L., componco and g uid ance Pr t1ojectCus Cs ; provide i.,hen 
actJvt:.J,-,,nce altcra- mon It can also hel. h iion,hr:ixiq 
NOU of iMicias into nore active role in project activLit. i 

We we re unable to demons tr ate the negative effct stemning 
fruca failure to estab i':h a coord inati.ng coommiJ CU. IHowe-ver, 
if it had been formed as planned, project marlzcj-mcmnt wOUld have 
been improved and the GOS would have been more actively 
involved in project activities. 

Conclusion 
An im1portant organization for managing project activity 
(reqnired by a special covenant) has not been formed. We feel 
pressure should be placed on the regional MOH to activate this 
committee immediately.
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RECOMMENDATION NO. 1
 

USAID/Sudan issue a project
 
implementati-n letter to the
 
Ministry of dealth (a) instructing 
them to establish the project 
coordinating committee and (b) 

providing specific guidelines for 
the functions che committee is to 
perform. 

USAID/Sudan Comments 
USAID/Sudan in response to our draft report indicated that a 
project implementation committee for the Equatoria Region was 
formed in December 1984. They further indicated that this 
committee would develop a terms of reference, work plan and a 
schedule for regular meetings.
 

RIG/A/N Response
 
The repo:ted actions taken or p.anned are acceptable and meet
 
the intent of our recommendations. Since the committee has 
been formed part (a) of the recommendation will be considered 
closed when this report is published, part (b) will remain open 
until the planned action has been impemnied 

Participant.,; Need To Be Selecte As Soon As Possible 

Current long term training plans call fo: educating three 
par Licipanits to the masters degree leve].. One par'Licipant has 
been selectc:d and has attended classes, however, nothing had 
be :n done to start the selection process for the remaining two 
parti.cipants. If these participants are not selected 
immediately then long term management of projec L activities 
could suffer because they will not have had the oppor:tunity to 
work with the expatriate staff during implementation of project 
activities. 

The northern and southern components of the project are each to 
select one participant. The southern component had done 
nothing to select a nominee because of confusion over which 
region the individual should come from. This should no longer 
be a problem since two of the regionals have been deleted. The 
northern component simply had not started the se]ection process. 
AID Handbook 10, Sec. 3B3-4 states the following regarding the 
need to select nominees in a timely manner: 
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"The .Liming aspects of any pr-oject involving 

participanit training raush take into account 
the leadtimos needed to selJect and prepare 
par ticipan ts for training out of the 
country, as L as the t.:' nce-a ry to 

arrancj,, Li 1_r i inividi t:r ning progras.l5 
The se 1Lection of- participants fi:om among 

ave ilable ca nd.. a L s can he a L 2 cc :minq 
process for both mi sion and ho t country 
officials. Many part: icipari r.equire 
in-counL:y t raining to i.mprovu their iniglish 

langU:a', ... hefcer they are r-:dy to 
begin thir traini ng progrm. in adJ.tiorn 
to thcai t::tv factors in th.-, hot country, 
thos; responil:1). for planning and l-naginq 
the trainin'g wi 1. reasonable% require 
leadtime,. Tra ini 'g to be arrange by S&T/IT 
(the bureau of Sc Once and 

Technology/intr.nnational. Tra ining ) requircs 
90 to 350 days Indtim'c2" 

If thcso par ticipant. ;pre nnt: se].ecte, immediatey the" will be 

unable to rnipuot' thi. train.ng... h c the pfo_'ct I]t 
coco.qd si t tt tuan n-r or P r~er th a.rnomnre tLo b a 

s)e I nc t u1 5ap 1~ nIn prj ac'a~ r, K , l 0Cc omp , c& Tan stLer 5 

_eya' .'o. - . Onl ,yn" y pirc. nt. r1 ain 
" O L % S Irk '' cle ]-u iu' Cpfi, O. Urn M y" c 12 fr,. 

ths in 1 L n. his KII gi v Ln;] the iqportunit C l'earn 

ho'.," to a: ~h'trs t11 xoeL hoI hecn pr-rforminucypcu 
If W , Suzi.neso will A. a .,otter to carry. . ' I posi tion 

on act ivi Lin after-j'et A.D as!2,,nce ends. 

Con I u I O 
&TUrti-LAd1 tr ainees should have been selected long i-oif 

they r.e "not "l:iuctod s.ool th eir e ffec tiveness will be lsenec 

because they not h opcrni ty int withwill have O -n to ree 

techni.ci.ans .Aois could der&Ct from he capabili. ty of 
projoct future.Sudanese to mana.e and carry on activity in th2 

REiCOMMENDAT1ION NO. -2 

USAID/Sudan instruct thi e 

Government of Sudan to nominate 
candidates for participant 

training immrediately. 
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USAID/Sudan Comments
 
USAID/Sudan concurred with our recommendation and requested the
 

GOS to identify candidates for long-term participant training
 
as soon as possible.
 

RIG/A/N Response
 
The action taken by the mission meets the intent of our
 

recommendation, however, we have retained our recommendation to
 
follow up that the candidates are nominated and begin training.
 

Financial Adminstration Needs Improvement
 

The financial budget for the project is approximately $32 
million. Around $].4 million of this amount represents PL-480 

local currency generations. The local currency funds are 
susceptible to misuse and will require close oversight to 

ensure the propriety of expenditures and account.bility. The
 
following sections detail areas where administration of these
 
funds needs to be improved.
 

Local CurrenScAdvances To The "outh Should Be ' ' 

The system to account for local currency advances in the south 
was inadequate. Internal controls and operational pr'ocedures 
for administering the funds were weak. We found instances 
where local currency funds had been expended on non-RMSP 
activities. 

AID is providing approximritely $14 million in local currency 
funds which are to be used in further-ance of project 
activities. It is essential that a good accounting system and 
proper operating procedures be in placu to adequately control 
this money. Without proper controls unauthorized 
expenditures/defalcation can easily occur which would be 
detrimental to project objectives. 

Our ability to review local currency expenditures was somewhat
 
limited because the custodian of the fund was out of town
 
during the entire period we were in Juba. Additionally,
 
receipts supporting expenditures were locked in his files which
 
no one could open. However, the AID office in Juba did have
 
copies of some of the receipt documents which we reviewed.
 

The accountant in the MOH kept a check register for a few
 
months to record local currency transactions. However, he
 
stopped maintaining this register in February 1984. He told us
 
he discontinued the register because he had too many other
 
duties.
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Internal controls over the local currency account were weak 
because almost exclusive control of funds was vested in the 
regional director of the PHCP. Two signatures were requi'ied to 
issue a check, however, this control element was weakened 
because the second signatory was the accountant who told us he 
"signs whatever he is told to." 

The approval system for purchases was also weak. Generally, 
approval for items to be purchased was given orally (w, found 
some instances where the purchase request was documented in 
writing) . Much tighter controls could be achieved if all 
purchases were documented in writing and approved by two 
responsible officials. 

Another major weakness is the absence of any provision for 
external review or detailed audit. Considering the large 
amount of funds involved and their susceptibility to misuse, an 
audit of transactions by an independent audit firm would be 
desirable. An alternative control mechaniFm which could easily 
be employed is to have AMREF per iodically review the records. 

Due to the lack of records and the fact that all receipts were 
not ava ilale it was difficult to docuMent the effects of the 
poor contre]s Ocs c(ribed above. However, based on our limited 
review of available doCum'*i,ns we did note tiat in one insLance 
LS 7,174 (U.S. $5,519) of local cu.rency 'as sp[ P.nt by an MOl! 
official. to repoi: his house. ProjecL perE;onnel told us that 
other (:xpend i tui,s were not fo, RI I act ii. ties , approved 
budga eCs "."ere not fell.owed ; too much :-V r.poi. ted as beingmon C 
spent on petr.ol, -veIc..e repaj rs, sto ti.ona:y , etc. The 
validity of several receipts for: ex>perndituLres also appeared to 
be very cjuestionable. 

ConcI 7-,ion 
AdequaLe- accounting records and operational procedures for 
contr~olling local currency advances were not in place. 
USAID/Sudan should not make any additional advances of funds 
until the conditions noted during our audit have been corrected. 

RECOMMENDATION NO. 3 

USAID/Sudan hCAIt local currency 
advances to the south until (a)
 
adequate accounting records are
 
established (b) proper internal
 
controls/separation of duties are
 
instituted (c) guidelines are
 
developed regarding the purpose
 
for which funds can be expended
 
and (d) an independent review of
 
expenditures is arranged.
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USAID/Sudan Comments 
USAID/Sudan agreed 
the GOS requesting 

with 
the 

our recommendation and sent a 
withholding of local currency 

letter to 
advances 

to Equatoria Region. 

RIG/A/N Response 
Steps taken by the mission to withhold future advan(,t.s are 
appropriate. However, we are uncertain whether they intend to 
resume making advances at some point in the future. The intent 
of our recommendation was that advances he withheld until 
adequate records and interal, controls are in place. We are 
retaining our recommendation until we are advised that adcquate 
controls have been instituted or no additional advances will be 
made. 

Controls Over Local Currency Expenditures In The North Can Be 
Improved 

Our review of local currency expenditures in the north 
disclosed that the accounting system although r'ather basic, was 
adequate to handle the present level of project activity. 
Assurances that. expenditures were proper was enhanced because 
OA.I perjodicll y rev iewCd the accounts and z-n inde.:iidlent andit 
firm had rccent.ly per formed a detai.ed atidit of the account.ig 
recorcls. We do feel that imuch bettuj; contr.-I! oer- expcnditur-es 
could be achieved y developing a deta .].,:,. hudgct. We also 
noted that a 1E 17,000 (;13 ,077) discrcpancy Letweer the 
accounts at El. Obeid and centr al MOI1 had riot been 
satisfactorily resolved. 

One of the more use ful tools management has for analyzing and 
controllng projcct expenditures is the annual budget 
preparation and periodic review process. A budqet basically 
represents the resources needed, broken down int-o line item 
expenditures, which are required to execute the projects 
operational plan for a given period of time. The analysis of 
actual costs against the budget is an excellent method to 
control costs, identify excessive expenditures and uncover 
possible expenditures that should be investigated further. 

We could not determine why a local currency budget was not 

prepared. Local. currency expenditures in the north will be 
around $10 million over the life of the project. A detailed 
budget plan and periodic review is imperative with planned 
expenditures of this magnitude.
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Local. currency advances are pe-iodical.y mode from the central 
MO1 to the local. currency account maintained in El Obeid. 1i,, 
records in El O]aWid show that they have received LS 17,0W 
($.L3,0"77) less thb an the records at. the centL:al I O refle-ct a,-; 
hay ig been adva nced. He could not obtain a satisfactory 
explanation for tLis discrepancy. 

Conclusion 
A detaiLed budget has not been prp.red fo; local cur :ency 
expenditures in the north. J.1his weakens m :-t.cnts' ability 
to measure project pi: og::es and monitor the integrity of 
expenditures. A discrcpancy in ].ocal cur rency advanc-, e,:ists 
which should be satisfacto: ily reconci],. 

RECO'4MiE, DAT ION- . 4 

USAID/Sudan in conjunction wi th 
the Government of Sudan (a) 
develop a detai].e budget for 
local curency e.,penditulre-; in the 
north and (b) i -ve t]. a e t-I e 
local, curr-enFcy accOunt di;cfi: anc:y 
ar,1d takl t:he l1ec.ssZry co ::CCt.iv, 
action. 

LISA I d a CoM;M'', K-3 
o..a TEV5.s theUI /" .:--WI i nfornc<d ts that Koi do Fan Rgu ion 

subil. tted a .ocalcuF:r.cy; budget on February 17, 19B5 and Lb 
would 20,central hu.... . be submitted on f ~rch They?51 

also statod th L, 17,000 discrepancy h::d Ken par .Iy 1:cso0v,0c 
and that- r ,]::td would )e rev.ewed by ann documan.tetion 
acceunting. Co a5,u].taat, 

RI./G/A/Ne 
.t appears that ou,- recomnendat:ion for develp, a, ioal. 

currency budj.Lts has ben satisfied, conscquent:]y, thL part of 
the recommendat on will be consideLed closed when t-his reportc 
is issued. tei are retaining the recomm'endation pertaining to 
the LS 17,000 discrepancy uniil documenLtat:ion h-s Leon reviewed 
and we receive USAID/Sudan assurances that the di.scrcpa-ncy has 
been satisfactoril.y accounted for. 

Labor Payments For__Project Construction Should Be Reviewed 

A subcontractor hired by AMREF is constructing various public 
health facilities in the south. The subcontractor submits his 
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costs, to AMREF for review
 
monthly expenses, including labor 


Our review of reimbursement procedures

and reimbursement. 

disclosed that proper internal controls over payroll costs were 

not followed and that erroneous payments had occurred. 

total costs AMREF'sThe subcontractor submits his labor to 

without any of the detailed payroll records.accountant 
Payment controls require the accountant to review the details 

The accountant never

which support payroll disbursements. 


payroll and always reimbursed the
reviewed the support for 

lead to
total amount claimed. This breakdown in controls has 

improper payments. 

We reviewed details supporting the payroll for two months. We 

found that laoor charges were overstated by LS 1,114 ($857) in 
($23) in the other month. one month and understated by LS 30 


Conclusion
 
proper controls over reimbursements for payroll costs were not
 

instances where
exercised. This has resulted in at least two 

monthly payroll reimbursements were inaccurate. 

RECOMNENEDATION NO. 5 

USAID/Sudan direct African Medical 
Research Foundation to (a) review 
payroll records for prior pe,.:iods 
(b) offset any overcharges against 
future reirbursements and (c) 
ensure that supporting payroll 

details are submitted with future 
expense statements.
 

USAID/Sudan Comments 
our recommendation and requested AMREFUSAID/Sudan agreed with 

to take steps to satisfy our recommendation.
 

RIG/A/N Response
 
until we are advised that


We are retaining our recommendation 


AMREF complied with the USAID/Sudan request.
 

Require Manaqements'
Project Facilities, Equipment And Vehicles 


Attention
 

prior NPHCP and SPHCP have provided a
The RHSP as well as the 

facilities,

very substantial investment in primary health care 


These resources are vitally

equipment, supplies and vehicles. 


the success of the primary health care program.

important to 


Because the Sudan will have difficulty replacing equipment due
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to economic proolems it is particularly important that these 
assets be efficientl.y utilized, properly accounted for and 
adequately maintained. The following sections discuss areas 
where sariagement needs to improve administration over these 
assets.
 

Attempts Shoul.d Be Made To Develop Facility M intenance 

Capabi.ity 

This project as well as the prior NPHCP and SPHCP have 

constructed numerous dispensar i es, training centers, 

warehouses, and office space to support the del.vecy of primary 
health care services. Several parties (AID/Wash ington ; 
tJSAID/Sudan; AMREP) have questioned whether the GOS will have 
the financial capability to maintain and effectively utilize 
the facilities AID has provided. In our view, the recurrent 
cost implications of maintaining project cons t,ouction is a 
serious issue which warrants an attempt at resolution now. 

The extremely poor financial condition of the GOS ma!.;es the 
recurrent cost factor a pertinent issue in any project. The 
GOS has diff icilty imec t ing payrolls and h: - 1ittle o: no funds 
to devote to recurrent cost. No one e talked to was 
optimistic that' Sudan 's financial, problem would be alleviated 
in the forescchlre future. What suppjort the project is getting 
is comi nq from local cur rency generz t o s f rom other AID 
proj (cts. We noted that the GO) consit.ul-i.on proviJdes for free 
health care. This concept pro!)ably is not pl].lusjb].e il Sudan 
when consi de:ing the current financ ial pi:oblems and little 
potenti al for signJ. I icat improvements in the future. 

We discussed the capability of the GOS to maintain public 
health facilitics with offici-t.ls from the central and regional 
MOH. All of these officials indicated that they had not 
developed maintenance budgets or plans nor did they have any 
funds which could be devot-ed to maintenance. External. donor 
assistance was the only source they could rely on for 
maintenance assistance. 

In addition to a shortage of funds, USAID/Sudan and technical 
assistance personnel believed ti.at the lack of a maintenance 
philosophy was also a contributing problem. They felt that the 

requirement to perform preventive or periodic maintenance
 
simply was not an established practice within the GOS.
 

The effects of a lack of maintenance were already apparent for 

facilities constructed under the SPHCP. Our visit to a
 
training center and a dispensary indicated that no maintenance 
had ever been performed at either location. The training
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center was already in need of repairs and had cracks in the 
walls. Also several doors were broken and the roofs were 
rusting. In addition routine upkeep was very poor as there was 
fungus growths on walls, beehives inside buildings and overall 
filthy conditions. 

Because of security problems we were unable to travel to the 

field to inspect additional facilities. Howeer, we reviewed 
trip reports filed by AMREF staff detailing their visits to 
various locations in the southern region. These reports 

described conditions similar to those wc noted at numerous 
other public health facilities. 

Considering the recurrent cost problem in the Sudan it is 
difficu.t to logically justify providing additional facilities 
under the R-ISP. USAID/Sudan recognizes this problem and feels 
they have scaled down the construction portion of the project 
to only replacing facilities and constr,ucting new ones which 
are considered essential for the sLccess of the project. We 
feel that if additional facilities must be constriuc .,J then 
USA IP/,Sudan has to attempt to buil.d a co'onen t into the 
project to ensure that these f acilities are maintaiicd in 
addition to helping uhe GOS dve lopl a self .upporti rig ]ledical. 

system. 

The potential. benefits which this project has to offer the 
rural Sudanese wi.1i be advehtr:. ].y affeCted ii" the uscful, life of 
public hI)-,]. th f .t-cies; is shortened bclu.. _ of inadequate 
upkeep. This project attempts to promote inst Jti LuLion bul 3ding 
in nelrLOS areas of the pr im1 'ry 1heaI th caJe field. 
Institu tionali iu a maintenance program for facilitie. is an 
important 
made part 

par-t ¢.Cf the health 
of the project. 

care delivery sys tern and should be 

Conclusi on 
The capability of the GOS to maiiitain facilities provided by 
the predeces " projects and the RHSP is not en:ouraging. 
USAID/Sudan should attempt to institutionalize a rim intenance 
capability within the GOS to help prolong the useful life of a 
substantial AID investment and to ensure the benefits to the 
rural population. USAID/Sudan should also look into a system 
of health care that is not totally free and is partially self 
supporting. 

RECOMMENDATION NO. 6 

USAID/Sudan in conjunction ;ith
 
the Government of Sudan (a)
 
establish a maintenance position
 
in the regional Ministry of Health 
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(b) develop appropriate 
maintenance plans for project 
facilities (c) budget a portion of 
local currency funds to execute 
these plans and (d) investigate 
possible ways of providing 
assistance to the Government of 
Sudan to make the health system at 
least partially self supporting.
 

USAID/Sudan Comments
 
USAID/Sudan requested the Kordofan Region to institute parts a,
 
b, and c c.C the recommendation. USAID/Sudan stated that for 
Equatoria Region (a) they would request that a maintenance 
position be established (b) they proposed that AMREF's 
construction subcontractor work with the regional government to 
develop appropriate maintenance plans and (c) that AMREF could 
establish a local currency line item for repair and maintenance 
of facilities in lieu of the regional goverrnment since their 
local currency funds had been cut off.
 

With regards to the recommendation to investigate ways to make 
the health system partially self supporting (part d) 
USAID/Sudan cited several examples where inroads were being 
made to collect a fee for health services. They stated they
 
would continue to encourage these fee schemes.
 

RIG/A/N Response
 
The planned measures to be instituted for facility maintenance 
(recommendation parts a, b and c) should fully satisfy the 
intent of our recommendation when they are implemented. Since 
we do not know what action has been taken to put them into 
effect we are keeping these three parts of the recommendation 
open.
 

We realize that making the health care system self supporting
 
is going to be a lengthy process. We recognize that some 
inroads are being made to help accomplish greater self 
sufficiency. In view of the fact that USAID/Sudan is pursuing 
this objective, this part of the recommendation will be 
considered closed when this report is published. 

Inventory Control Over Project Assets In The South Needs To Be
 
Established
 

We found that an inventory system had not been established to
 
control and account for AID financed equipment and supplies.
 
No records had been created which identified what items were
 
purchased, in what quantity, where they were located or how
 
they had been disposed of.
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Section B. 5(b) of the Project Grant Agreement states that the
 
grantee will,
 

"maintain or cause to be maintained, in
 
accordance with generally accepted
 
accounting principles .... books and
 
records... adequate to show the receipt and
 
use of goods and services acquired under the
 
Grant."
 

We could not cleaLly establish why this provision had not been
 
complied with due to personnel transfers. We were told by
 
project personnel that an inventory system may have been
 
established at one time but the records could have been stolen
 
during a break in at the AMREF compound.
 

AID is funding in excess of $2.4 million in equipment and
 
materials for the southern project component. There is also a
 
large quaitity of supplies and equipment purchased under the
 
prior SPHCP which is pertinent to the success of this project
 
and should be under proper accountability. The construction
 
subcontractor is also purchasing a considerable amount of
 
construction equipment which AID is paying for and which must
 
be properly controlled.
 

We feel that it is essential to establish an adequate inventory
 
control system. Without inventory records, assets can easily
 
be *nisappropriated without detection or holding someone
 
accountable. Additionally, project objectives suffer when
 
required equipment and supplies are not available.
 

Conclusion
 
A large AID investment in project assets is not under adequate
 
controls and accountability. An inventory system should be
 
established as soon as possible.
 

RECOMMENDATION NO. 7
 

USAID/Sudan (a) direct Africa
 
Medical and Research Foundation to
 
establish inventory records for
 
all :apital assets purchased under
 
this project, the Southern Primary
 
Health Care project and the
 
construction subscontract and (b)
 
follow-up to ensure They have been
 
established and are being updated.
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USAID/Sudan Comments
 
USAID/Sudan instructed AMREF> to establish an inventory control 

system and will request updating information on an annual 

basis. They also informed us that an inventory for the 

southern primary health care project and the rural health
 

support project was completed in November 1984.
 

RIG/A/N Response
 
The steps reported as taken are well on the way to satisfying
 

untilour recommendation. We have retained the recommendation 
USAID/Sudan has had an opportunity to review the systems
 

developed and review the results of the physical inventories.
 

Contract Clause For Disposition Of Construction Equipment Is 

Contrary To AID Regulations 

The agreement between AMREF and their construction
 

subcontractor contains a provision which is contrary to AID 
regulations. This provision gives the subcontractor first 

option to purchase, at a reduced price, any ;uilding, plant or 

equipment which remains at the end of construction or be given 

the equipment free as a bonus if construction is completed 

within specified schedules or budgets. We feel that this 

clause violaLes AID regulations and could result in unnecessary 

equipment purchases because the subcontractor, knows he will be 

getting the items free as a bonus or at a reduced price. 

Generally, capital equipment items which remain at the end of a 

project are turned over to the host government to be used in 
be purposefurtherance of project activity or to used for a 

approved by the USAID. Section five of the additional general 
provision section of the AMREF contract with AID states: 

"Title to all non-expendable property 
purchased with contract funds under this 
contract and used in the cooperating
 

country, shall at all times be in the name
 

of the cooperating government, or such
 
public or private agency as the cooperating
 
government may designate..."
 

Since title to thi- equipment is vested in the GOS, AMREF has no
 
to
authority to enter into an agreement dispose of the
 

equipment. We were told by an AMREF official that the
 

agreement between AMREF and the subcontractor had been
 

forwarded to USAID/Sudan for their review, however, this
 

specific clause was never questioned.
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Conclusion
 
AMREF's agreement with their subcontractor for disposition of
 
construction equipment is contrary to AID regulations.
 
Construction equipment purchased with AID funds would be better 
utilized if it were turned over to the GOS for the express 
purpose of maintaining the facilities constructed under the 
project.
 

RECOMMENDATION NO. 8
 

USAID/Sudan have Africa Medical 
and Research Foundation amend 
their agreement with the 
construction subcontractor 
deleting the provision that gives 
the subcontractor first option for 
obtaining construction equipment. 

USAID/Sudan 
USAID!Sudan 

Comments 
informed us that the contract provision in question 

was deleted as of January 1, 1985. 

RIG/ A/N Re sponse 
Our recommendation will be consider;ed closed when this report 
is pub) ishsed. 

Project Vehicles Should Be Surveyed 

The predecessor NIHCP purchased 26 Chevrolet Suburbans (station 
wagon) to providie transportation foL the rural primary health 
care program. Transportation in the health program is vital to 
improvin; supevJ.sion, inc1easiwl visits to rural villages, and 
deliver ing medical supplies. However we found that these 
vehicles were not fu].ly utilized becauz'e they were unsuitable 
for Sudan.
 

The basic problem with these vehicles ste-as from having 
gasoline engines which develop carburetor problems in the 
desert conditions in Sudan. Additionally these large vehicles 
get very poor gas mileage. Shortages of funds for gasoline has 
been a major problem in the Sudan for quite some time. 

Because these vehicles were dispersed throughout Sudan we could
 
not determine how mc,ny were deadlined. Officials in the MOH
 
also did not know the status of these vehicles. However, two
 
vehicles which we were able to inspect at the central MOH had
 
both been down for lengthy periods due to engine problems.
 
This same condition probably applies to many of the other AID
 
funded vehicles.
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option may exist for improving the suitability of
A viable 

these vehicles for project purposes while reducing their
 

that the engine of one of the
operating cost. We learned 

Chevrolets had 
cost. A diesel 

been converted 
fueled vehicle 

to diesel 
was much 

fuel 
more 

reat a 
suitable 

asona
for 

ble 
the 

environment and fuel costs were only about one third that of 

gasoline. 

Conclusion 
AID financed vehicles could be contributing more to the 

project. One way to obtain more of a return would be to 

convert them to diesel fuel. This would make them more 

suitable to the desert conditions and less costly to operate. 

RECOMMENDATION NO. 9 

USAID/Sudan in conjunction with 
the Government of Sudan (a) survey 
the Chevrolet vehicles to
 

determine their operational status 
(b) develop a plan for restoring 
vehicles fuund to be down and (c) 
convert more vehicles to diesel
 

fueled engines if feasible. 

USAID/Sudan Comments 
us that the technical assistanceUSAID/Sudari informed 

a plan to survey ten Chevroletcontractor had developed 
area to determine theirsuburbans still within the RHSP 

operational status and the feasibility of converting them to 

diesel engines. As a result of this survey, a plan will be 
developed to rehabilitate these vehicles as feasib].e. 

RIG/A/N Response 
The plans for surveying the vehicles should lead to 

with recommendation. We aresatisfactory compliance our 

retaining our recommendation until we are informed of the
 

survey and what plans are developed to
results of this 

rehabilitate the vehicles.
 

AMREF Mechanic Should Be utilized In An Institution Building 

Capacity
 

AMREF recently hired an expatriate mechanic under the AID
 

maintain vehicles, buildings and electrical
contract to AMREF 

systems. There was no provision in his contract for him to
 

AMREF have any plans to have
train Sudanese mechanics nor did 


him do so. This individual indicated that he had considerable
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overseas experience in teaching maintenance of heavy equipment 

and vehicles. At the time of our audit this individual was not 

training any GOS mechanics nor were there any plans to utilize 

him in this capacity. 

A major purpose of bringing in experienced expatriates is to 
to host government personnel.have them transfer needed skills 

If institution building is successful than the prospects for 

long term project success are enhanced. Additionally, the 

useful life of AID funded equipment could be prolonged through 

improved GOS maintenance. rjT1his is very desirable because the 

GOS cannot afford to replace equipment. 

GOS's maintenance capability .,a' very poor and they could 

benefit from some training. A joint administrative workshop 

previously had been established for vehicle repair but this was 

not considered to be successful. We also noticed, while 

reviewing local currency expenditures, that the MOH was 

spending a considerable amount of project funds to have project 
vehicles repaired at commercial facilties. 

Conclusion 
An opportunity exists to provide a degree of institution 
building in the area of maintenance which is in need of 
assistance.
 

RECOM(IENW)ATTON PO. 10 

USAID/Sudan have Afr ica Mledical 
and Researc Foundation amend the 
expati: iate mechan ics job 
description to include trai.ning of 
Governmnt of S',dan mechanicr.. 

USAID/Sudan Comments 
USAID/Sudan agreed with our recomewndation and issued a project 
implementation order amending the AMREF contract which revised 
the scope of work for the project operations offices to include 
a requiremenit to train GOS mechanics. 

RIG/A/N Response 
when this reportThe recommendation will be considered closed 

is published.
 

-20



APPEN'DIX A 

List of Recommendations
 

Paqe 

RECOMMI)NDATICN NO0 1. 6 

USAID/Sudan issue a project 
impleiientat ion letter to the 
Ministry of Health (a) instructing 
them to establish thc project 
coorICi na ti ng comni ;:.:ee and (b) 
providing spoci.fic guide] ines for 
the furnctions the committee is to 
per forwi. 

RE1COi\0i.I A ON NO. 2 7 

USAI D/S uc.a n ins truc t the 
Government. of Sudan to noninai-e 
can J id tes for pa.r ticipan L 
training immediately 

R.COf[I'h t7,T N~ NO 3~~ 9 

USAID/Sudari ho t I ocaI cur rer,,:y 
advances to the south unt il (a) 
adequate a cc)un tir, g records are 
established (b) p'r orIar i nternal 
contro ls/ . rat ion of (]t~tie.; are 
insti tutrcd (c) gui de. i ns a:e 
developed recgardincD th - pur pose 
for which funds ca1 be expended 
arnd (d) an independent review of 
expenditures is arranged.
 

RECOMMENDATION NO. 4 11 

USAID/Sudan in conjunction with 
the Government of Sudan (a) 
develop a detailed budget for 
local currency expenditures in the 
nor th and (b) investigate the 
local currency account discrepancy 
and take corrective action if 
necessary.
 



12RECOMMENDATION NO. 5 

USAID/Sudan direct Africa Medical. 
and Research Foundation to (a) 
review payroll records for prior 
periods (b) offset any overcharges 
against future reimbursements and 
(c) ensure that supporting payroll 
details are submitted with future 
expense statements. 

RECOMMENDATION NO. 6 14 

USAID,/Sudr. in conjunction with 
the Government of Sudan (a) 
established a maintenance position 
in the regional Ministry of Health 
(b) develop appropriate 

maintenance plans for project 

facilities (c) budget a portion of 

local currency funds to execute 
these plans and (d) investigate 
possible ways of providing 
assistance to The Government of 
Sudan to make the health system at 
least partially self supporting. 

RYECOM INDATIO)N NO. 7 16 

TJSAID/SuLdaD (a) direct Africa 
Medical and Research Foundation to 
establish inventory records for 
all capital assets purchased under 
this project, the Southern Primary 
Health Care project and the 
construction subcontract and (b) 
follow-up to ensure they have been 
established and are being updated. 

18
RECOMMENDATYON NO. 8 

USAID/Sudan have Africa Medical 
and Research Foundation amend 
their agreement with the 
construction subcontractor 
deleting th. nrovision that gives 
the subcontractor first option for
 
obtaining construction equipment.
 



RECOMMENDATION NO. 9 19 

USAID/Sudan in conjunction with 
the Government of Sudan (a) survey 
the Chevrolet vehicles to 
determine their operational status 
(b) develop a plan for restoring 
vehiclec. found to be down and (c) 
convert more vehicles to diesel
 
fueled engines if feasible.
 

RECOMNDA''*rON NO. 10 20 

USAID/Sudan have Africa Medical. 
and Research Foundation amend the 
expatriate mechanics job 
description to include training of 
Government of Sudan mechanics. 
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APPENDIX .P
 

List of Report Recipients 

No. of copies
 

Field Offices 

USAID/Sudan 5 
REDSO/ESA 2
 

AID!Was non 

AA/M 2
 
AA/AFR 1
 
LEG 1
 
GC 1
 
AA/XA 1
 
A,'R/EA 1 
M/ s El R 
M/FM/AS D 2 
PPC/CDIE 3
 

Office of Inspector General
 

IG 1
 
AIC/A 1 
AIG/II 1
 
IG/EhAS 12 
RI G/A/C 1 
RIG/A/D 1 
RIG/A/K 1
 

RIG/A/M 1 
RIG/A/T 1 
RIG/A/W 1 
RIG/Il/N 1 


