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EXECUTIVE SUMMARY

The Government of Zanzibar Ministry of Healtn (MOH) has a long
history of combatting malaria. 1In 1957, with the assistance of
the World Healtn Organization, a malaria control program was
launched. This was upgraded to a malaria eradication program
in 1961. However, the MOH stopped the program in 1968 for
political reasons. By 1972, malaria had again become a serious
proolem and the MOH re-established the program without external
assistance. In 1979 the MOH and USAID/Tanzania began
consultations regarding a malaria program.

In September 1981, the United Republic ¢f Tanzania (TanGov),
the Government of Zanzibar (GOZ) and AID signed a project loan
agreement for $11.8 million. The GOZ through "the MOY agreed to
provide $4.3 million as its contribution to the project. The
purpose of the project is to reduce the prevalence of malaria
in zanzibar to a level at which it no longer constitutes a
major public health problem. As of September 30, 1984,
USAID/Tanzania had obligated $11.8 million of which $1.4
million had been expended. The project assistance completion
date is September 30, 1987.

Since the commencement of project activities some progress has
been made. The MOH nas bpegun to develop an infrastructure in
the Malaria Control Unit. Spraring in the southern district of
Unguja began in April 1984 and plans were underway to expand
the spraviag to Pemba Island. Also, project officials in
liaison with community leaders have started comnunity campaigns
to educate the people about malaria and malaria control.

We found that the discrepancies between AID and GOZ loan
payment records were caused by the Ministry of Finance issuing
bad checks. As a result the loan 1is 1in default and this
problem neceds to be addressed.

Project design was weak because the rroject purpose was vague
and there were no specific interim pbench marks. Also there is
no baseline data available which can be used as a starting
point. As a result project progress could not be measured.

Other problems we found are summarized below and detailed in
the following sections of this report:

- The project paper amendment needs to be finalized and
deobligation action taken for $4.3 million of loan funds.

- A MOH plan of operation and yearly workplans need to be
finalized in order to outline the Malaria Cofitrol Project
activities and to provide benchmarks for evaluation
purposes.



- USAID/Tanzania needs to receive financial reports from
the MOH. Also, the MOH contractor needs to submit
quarterly progress reports to USAID/Tanzania. These
reports will enable USAID/Tanzania to more closely
monitor MOH contriputions and project activities.

- The Malaria Control Unit neceds to improve its control
over vehicles to ensure that the 31 project vehicles are
properly used and maintained.

- The Malaria Control Unit does not receive shipping
documents in a timely manner. Thus, project commodities
are held ’in customs which results in unnecessary
warehouse charges.

The report contains 9 recommendations which address the
project's deficiencies, USAID/Tanzania has taken action to
implement 3 of the recommendations. These 3 recommendations
will be considered closed when the report is issued.

At the conclusion of our audit, we discussed our findings with
USAID/Tanzania officials. We also provided them with a draft
report for their comments. We have incorporatesd their views in
this final report as considered necessary.
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BACKGROUND

On Septempber 30, 198l tne United Republic of Tanzania (TanGov)
actin through the Revolutionary Government of Zanzibar
(GOZ)_/ and AID signed a project loan agrecment. AID agreed
to lend $11.8 million to the GO0Z who in turn through the MOH

agreed to provide $4.3 million for project use. As of
September 30, 1984, USAID/Tanzania had obligated $11.8 million
of which $1.4 million had been expended. The project

assistance completion date (PACD) is September 30, 1987.

The purpose of "the project 1is to reduce the prevalence of
malaria on Zanzibar to a level which no longer constitutecs a
major public health problem. AID is to provide assistance to
the MOH to develop a Malaria Control Unit *(MCU) within the
MOH. This unit will be responsible for implementation of the
malaria control program and hopefully will provide the
foundation for continued activities after the AID project
assistance ends. Project inputs from AID include long-term
technical assistance, short-term consultants, training for
in-country personnel, participant training and commodity
procurement. The MOd  iaputs include the services of McU
personnel, and in-service training for local leaders, school
teachers and health workers.

1/ Throughout the report the acronym GO%Z is used to identify
the borrower. The GOZ 1is part of the TanGov and any
-eglslative requirements placed on the TanGov also apply to
the GOZ.
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OBJECTIVES, SCOPE AND METHODOLOGY

The purposes of our audit were to determine whether: (a) the
project was meeting its objectives and purpose as stated in
project agreements; (b} project resources were being used
effectively (c) applicable laws, regulations and agreements
were peing complied witn. Except as noted in this report, we
found no other exceptions during our review of these areas
significant enough to report.

Our review covered project progress from inception in September
1981 through Novemper 1984. Disbursements made during the
audit period were $1.4 million. Audit work was done during
Octcber and Novemper 1984 in Nairobi, Kenya; Dar-es-Salaam,
Tanzania; and selected areas in Zanzibar. The audit included a
review of project implementation and financial documents. Site
visits were made to several health facilities on the island of
Unguja to observe project activities which included spraying
operations. Discussions were also held with appropriate
USAID/Tanzania, MOH and contractor personnel.

Our review was made 1in accordance . with the Comptroller
General's standards for audit of governmental programs and
included such tests of the project's records and procedures as
we ccnsidered necessary 1n the circumstances.
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FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

The Goverament O0f Zanzibar Is In Default Under The Loan
Agreement

We found differences between the financial records of AID's
Controller in wWasnington (FM/CAD/W) and the GOZ's Ministry of
Finance (MOF). These differences need to bhe reconciled.

FM/CAD/W sends semiannual notices on AID loans to borrowers.
The notices titled "Notice of fayments Due" sheow the priancipal,
accrued interest due and the payment date. Ouc review of these
notices showed that AID has billed the MOF 8 times since
Decemper 1982 for a total of %$16,576.37. However, the PM/CAD/W
notices show receipt of only one $2,865.52 payment and a past
due balance of $13,710.85.

The MOF records show that 7 payments totalling $14,447.97 have
been made. One other payment of $2,128.40 for some unknown
reason was returned by AID to the MOP's correspoadent bank in
the U.S5. Detalls of these transactions are shown in Exhibit I.

When we brought these discrepancies to the attention of the MOF
officials they were unaware of them. MOF officials stated that
they had made the payments and believed that the payments were
credited to their account. They admitted that they had not
monitored the payment notices, but, would do so in the future.

Conclusion, USAID/Tanzania Comments, RIG/A/Nairobi Response and
Recommendation

The discrepancies betwecn the MOPF and FM/CAJ/W records need to
be reconciled. The reasons for the discrepancies should be
reviewed to make sure that adequate controls are established to
prevent reoccurrence of the problem.

In response to our draft report, USAID/Tanzania stated that
FM/CAD/W records did not reflect MOF interest payments because
the MOF's New York Bank returned the checks marked "™Not
Collectible". The MOF has also been notified of this problem.
USAID/Tanzania plans to discuss this problem with MOF officials
during March 1985 to find out why the checks have not been
honored.

It is now apparent that there was no discrepancy between the
MOF records and AID/W. The MOF 1issued checks without funds to
cover them which 1is why AID/W records did not reflect the


http:2,128.40
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paymeants., Therefore, we have deleted the recommendation
included in our draft report toc (l) determine wny GOZ interest
payments were not reflected on FM/CAD/W records (2) have
accounts adjusted accordingly, and (3) develop controls to
prevent a reocurrence of the problem.

The GOZ is in default under sectioa D. 2 “Events of default,
acceleration". This section states:

"It will be an Event of Default if Borrower
shall have failed: (a) to pay when due any
interest...®

This loan constitutes another event of default with the TanGov,
which in this instance includes the GOZ. Since February 9,
1982 USAID/Tanzania has been operating under section 620(Q)
wnich provides that no further development commitments can be
made wnen a country 1is in default over 6 months. This
provision can be waived until the Brooke Amendment takes over
after one calender year. The Brooke Amendment is now in effect
and cannot be waived.

Based on USAID/Tanzania's responsc to our draft report it does
not appear that the GOZ has been officially notified that their
loan is in default. We therefore have revised our
recommendatioa to insure they are notified.

Althougn AID has not invoked remedies under other AID loaas in
default in Tanzania, in our opinioa, AID should consider
suspending this 1loan to get the GOZ to pay. It is poor
management 'to continue to disburse loan funds when amounts
already due are not paid. We would be very critical of a
development bank if it disbursed funds to a borrower arready in
default, therefore, we believe that the same management
principles should apply to AID. We have recommended that
future loan disbursements be suspeaded until the interest due
on this loan is current.

RECOMMENDATION NO. 1

UsaIb/Tanzanlia notify the
Government of Zanzibar that the
Zanzibar Malaria Control Project
Loan is in default and that future
loan disbursements are suspended
until the interest payments are
paid as stipulated in the

agreement.
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Interim Benchmarks Are Needed To Measure Project Progress

Project progress could not be measured because the original
project design did not include quantifiable benchmarks.
Without realistic criteria to gauge the progress made to
control malaria any assessment, at best, is but a guess. Thus,
since the commencement of project activities in September 1981
we were unable to determine if any headway had been made
towards the control of this disease oa the two islands of
Zanzibar.

In 1978 there was a resurgence of the disease. At that time
the malaria problem became so serious that the MOH believed
that it was at epidemic level. Subsequent to 1978 the
incidence of malaria had been calculated from the number of
cases diagnosed by passive case detection (PCD). Analysis of
results provided througn PCD did not provide dependable data
for interpreting the prevalence of malaria. While it was
believed that the spread of malaria on Zanzibar was widespread,
specific data was unavailable to show Just how prevalent it was.

The project agreement states that one objective of the project
s to reduce the prevalence of malaria on %Zanzibar to a level
at which it no longer constitutes a major public health

problem. This is a wvague project purpose wnich needs
definition. Further, quantifiable benchmarks were not
provided. Thus it cannot be determined what progress should
have pcen made ia controlling malaria. Tt can be assumed that

with the resumption of residential spraying, active case
detection, and treatment, the incidence of the disease should
decrease. But without accurate baseline data a definitive
project purpose and application of this data to realistic
benchmarks, project progress cannot be determined.

Since 1981, the project has made progress toward meeting some
of its objectives. The MOH has filled all Key positions within

the MCU. On-the-job training of project technicians and
sprayers has started. Spraying ian the southern district of
Unguja commenced in April 1984. This operation will be

expanded to include other regions as well as on Pemba Island
prior to the next lcnjg rainy seasoa. Project officials in
liaison with community leaders have started community campaigns
to educate the people about malaria and malaria control. About
$1.1 million of project commodities have hbeen received and are
in use.
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conclusion, USAID/Tanzania Comments, RIG/A/Nairobi Response,
and Recommendation

project progress could not be measured because there were no
quantifiable benchmarks included in the original project
documentation. Also, accurate baseline information was not
obtained at the outset of the project which showed the
prevalence of the disease on the two islands of Zanzibar. To
correct this problem the USAID/Tanzania should help the MOH to
develop a definitive project purpose and quantifiable interim
objectives as a basis to measure whether the activity 1is moving
toward the project purpose and at what pace aad cost.

USAID/Tauz \nia in tneir response to the draft report stated
that they would incorporate into the project interim benchmarks
developed and agreed-to by the MOH. USAID/Tanzania further
commented: “The findings and recommendations of the mid-term
evaluation have led to the modification of the end-of-project
status (EOPS) by making them more specific. Among the
specifics proposed are that: (a) the revised project expects a
dramatic drop 1in malaria parasite rates (as determined by
malariometric surveys) from the current. 15 to 20 percent to 3
percent in children 2 through 9 years old; (b) the out-patient
malaria attendance rates (laboratory confirmed) in hospitals
and health clinics should not cxceced 10 percent of total
patients in attendance; and (c) the malaria casc fatality rate
(laboratory confirmed) in hospitals and health clinics should
not excced 0.4 percent."

We agree with USAID/Tanzania's proposed action but have
retained our recommendation pending implementation.

RECOMMENDATION NO. 2

USAID/Tanzania assist the Ministry
of Healtn to develop (a) a project
purpose which requires more than
just a reduction of the incidence
of malaria and (b) interim
henchmarks which measure project
progress.

USAID/Tanzania Needs To Finalize The Project Paper Amendment
And Related Financial Documents

A joint evaluation team, consisting of AID, MOH, and-the Center
for Disease Control (CDC), made an evaluation of the project in
November 1983. They concluded that the original project paper
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was ambitious and overly optimistic. ‘ne team recommended that
USAID/Tanzania prepare a project paper amendment including the
deobligation of $4.3 million by June 1984, As of November
1984, the amended project paper had neither been finalized nor
had the funds been deobligated. Based on our review of the
project we feel that the evaluation is valid and the
recommended amendments and deobligations should be made.,

The evaluation team suggested that certain components of the
project bdé amended. ‘The evaluation report pointed out that the
project was pased-on tne use of chloroguine as a treatment and
prophylaxis to malaria, and DDTY/ as an insecticide. Their
investigation snowed that some mosquito vectors had developed a
resistance to chloroquine and DDT, therefore,. their use should
be eliminated.

The team recommended the project paper be amended so that the
active case detection program, (plood slide collection from
suspected malaria cases) be limited until the malaria incidence
levels drop. Larviciding and source reduction activities
should be less extensive and more basic in their approach.
Malathion should be substituted for DDT in certain areas and
chloroquine eliminated as a prophylaxis. The cevaluation team
analyzed the disbursement rates and concluded that the project
was over funded. As a result they rccommended deobligatien of
$4.3 million from the original loan of $11.8 million.

Although USAIDb/Tanzania accepted the revisions and suggestions
made ir the evaluation report, they had not finalized a project
amendment. USAID/Tanzania indicated that a draft amendment was
prepared in Decempber 1983, but, since that time they were
waiting for AID/W approval. Tne approval has now been received
and USAlD/Tanzania is bresently updating the amendment. In
addition USAID/Tanzania plans to amend tne loan authorization
and the loan agreement to deobligate $4.3 million of loan funds.

Conclusion, USAID/Tanzania Comments, RIG/A/Nairobi Response and
Recommendation

USAID/Tanzania needs to expedite the action proposed by the
evaluation team more than a year ago. Project officials need
to finalize the project paper amendment incorporating revised

project funding levels, objectives and implementation plans,

1/ Dichloro-diphenyl-trichloro~ethane
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USAID/Tanzania stated in their written comments that a draft
project paper supplement reflecting the findings and
recommendations of tne Novemper 1983 evaluation has been
prepared. It will be finalized as soon as the draft agrecement
amendment currently with the MOH is agreed to by the Principal
Secretary. AID/W has been notified of the potential
deobligation of $4.3 million. USAID/Tanzania anticipates MOH's
approval and signing of the amendment and deobligation of funds
by April 1985. We nave retained our recommendation pending
final implementation action.

RECOMMENDATION NO. 3

USAID/Tanzania, in conjunction
with the Ministry of Health amend
the loan agreement and decobligate
$4.3 million.

The Ministry Of Health Needs To Finalize A Plan Of Operation
And The Annual Workplan

A MOH plan of operation and annual workplan have not been
finalized. These plans are needed to control and direct MCU

activities.

The November 1983 evaluation team recommended that a MOH plan
of operation and an annual workplan be prepared. At the time
of our audit, about a year later, neither had been finalized.
We agree that effective implementation of the project will
require the operating and annual workplans recommended by the
evaluation team.

Tne project paper for the malaria control program was developed
without tne bpenefit of a long range MOH plan of operations.
AID policy on malaria control assistance requires such a plan
as a prerequisite to the provision of AID assistance. Further
in order for a long range plan to be effective it must be
reduced to annual segments so that effective control can be
exercised. USAID/Tanzania was unable to provide us with any
information as to wny such a plan was not part of the project
paper development process.

Specific annual workplans have not been develcoped since the
loan agreement was signed in September 1981. Workplans are
needed to direct project activities which will tie into targets
and benchmarks for control purposes, Project implementation
can be adversely affected by lack of effective planning.
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USAID/Tanzania stated that they had received the MOH draft
malaria operational plan in June 1984. In September and
October it was reviewed by USAID/Tanzania and MCU officials,
and, witn slight changes, all concurred with the draft. The
draft will soon be returned to the MCU for finalization.
USAID/Tanzania also stated that the MCU has developed an annual
workplan and is finalizing the plan. Tnis plan implements one
year of tne operational plan.

Conclusion, USAID/Tanzania Comments, RIG/A/Nairobi Response,
and Recommendation

USAID/Tanzania needs to follow-up witn the "MOH to see that
their plan of operation and the annual plan are finalized.
Also, USAID/Tanzania needs to approve the plans prior to
implementation.

In rcsponse to our draft report, USAID/Tanzania stated that the
plan of operations has been published by the MCU and they have
received a copy. Both the project officer and malaria advisor
have reviewed it and nave suggested some changes. The project
paper supplement reflects the objectives stated in the plan of
operations. The draft annual work plan was submitted in
January 1985. It closely follows the plar outlined and
recomnended by the evaluatioan team. USAID/'Tanzania anticipates
approving the plan of operations and workplan in March 1985.
Meanwnile project activities are becing implemented according to
the work plans. Our recommendation has been retained until the
plans have been finalized and approved by USAID/Tanzania.

RECOMMENDATION NO. 4

USAID/Tanzania, in conjunction
with the Ministry of Health,
fir:alize and approve the plan of
operation and the annual workplan.

USAID/Tanzania Needs To Obtain Financial Reports From The
Ministry Of Health

USAID/Tanzania has not received financial reports from the MOH
on local currency contributions to the project. These reports
are needed by USAID/Tanzania to verify that the MOH is making
its agreed-to contribution to the project in a timely manner.

The project loan agreement stipulates that the MOH is to
contribute not less than $4.3 million. to the project. These
contributions can be on an "in-kind basis". The loan agreement
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provides that the USAID/Tanzania may request such information,
but, we found no evidence indicating that this had ever been
done. As a result USAID/Tanzania did not know if the MOH had
met its financial commitment to the project.

This lack of reporting takes on more significance because the
MOH 1s having difficulties meeting its obligations under the
project. For example, during calendar year 1984 the malaria
project obligated more funds than they were allotted by about
Tanzania shillings (Shs) 40,000 ($2300). Although this 1is not
significant it indicates a need for more funds.

The MOH project director stated that he had requested an
allotment of Shs 1.5 millicn (about $85,000)" for the quarter
beginning Otober 1, 1984. As of Octopber 31, 1984 tnese funds
had not peen received. USAID/Tanzania, however, is optimistic
that the allotment will be forthcoming.

Conclusion, USAID/Tanzania Comments, RIG/A/Nairobi Response and
Recommendation

The MOH 1is not reporting on its contribution to the preject
because USAID/Tanzanlia nhas not requested such information. We
believe that this report 1is an important monitoring tool and
should include information on the budget amount, funds received
and expended and the period covered.

USAID/Tanzanlia 1in responding to our draft recommendation stated
that altchough the MO has contrinuted funds to the malaria
control program 1in the form of drugs, staff salaries, rent,
oil, petrol aad lubricants, records of the MOH's contributioas
are sketchy. This 1is due mainly to irregular and unsystematic
accounting. USAID/Tanzanlia also stated that they had discussed
this problem with MOH officials who acknowledge and apyreciate
the need for recording their contributions to the project. The
project officer and controller plan to meet with the MCU staff
to help develop a procedure for recording and reporting the
MOH's contributions to the project. The project officer
expects to implement these arrangements by a project
implementation letter before the end of March 1985. We have
retained our recommendation pending definitive action.

RECOMMENDATION NO. 5

USAID/Tanzania, in conjunction
with Ministry of Health, develop a
reporting system that will provide
information on the Miaistry of
Health's financial contribution to
the project.
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The Contractor Needs To Submit Quarterly Progress Reports

The contractor needs to submit qguarterly progress reports as
required by his personal service contract (pSC). Since the
contractor's arrival in May 1983, he has submitted only two
reports while six reports should have been prepared. One
report covered the quarter ending Septemner 30, 1983, and the
other report covered the quarter ending March 31, 1084. Qur
review of these two reports showed that they lacked specificity
regarding project activities. In fact the reports were rather
cryptic. As a result UsalD/Tanzania lacked current information
on project activities, implemeontation status and problems.

The MOH and the contractor entered into a PSC'effective May 16,
1983. The purpose of the three year contract was to provide
the services of a senior malariologist to assist the GOZ in its
malaria control program. The estimated cost of the contract is
$360,000 and is funded by che project loan.

The contract requires the contractor to submit quarterly
progress reports to USAID. The first report was due on June
30, 1983. The contractor told us that he saw no need to
prepare dquarterly reports, because until recently, nothing was
happening. The contractor's rationale does not make sense
because ne has not supmitted reports  for the last two
quarters. fPurther, he meationed that his contract is with the
MOH so nis reports can not be as candid as USAID/Tanzania would
like.

USAID/Tanzania agreed with the coatractor on the candidness
aspect and tnus questions the report's value. They state,
however, that they will see to it tnat the reports are
submitted as provided for in the contract. They also stated
that they will see to it that bpoth the candidness and
specificity aspects are addressed.

Conclusion, USAID/Tanzania Comments, RIG/A/Nairobi Response

The purpose of the quarterly progress reports is to summarize
the work performed and the progress made during the period. 1In
addition, the report should include problems encountered aad
planned solutions. The reports are an effective management
tool for monitoring the project.

In response to our draft report, USAID/Tanzania stated that the
contract requires the submission of quarterly reports.
Although these reports have not been forthcomingy USAID/Tanzania
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recognizes the value of these reports. A format for the
reports nas been joiatly developed by the project officer and
contractor. The first report, received 1in January 1985,
discussed 1implementation activities, problems and proposed

solutions.

Since USAID/Tanzania has implemented the recommendation, upon
issuance of this report the recommendation will be considered
closed.

RECOMMENDATION NO. 6

USAID/Tanzania in conjunction with
the Ministry of Healtn develop™ a
reporting format and require the
contractor to submit the quarterly
progress reports.

The Malaria Control Unit Needs To Improve 1Its Vehicle
Maintenance and Usage System

The MCU has not established vehicle maintenance records that

ensure regular secrvicing of the 31 projec:! vehicles. Also the
use of project vehicles must be closely controlled to prevent
their use for non-otfficial purposes. Effcctive management of

project eguipmeat reguires a  regular maintenance program.
Further tne project agreement stipulates that steps be taken to
ensure tnat project financed vehicles are used oaly in support
of project activitles.

There were no maintenance records kept for project vehicles.
Each driver was responsible to ensurc that his assigned vehicle
was serviced on a routine basis. However, there was qo
scnedule whicn snowed whea a driver was to bring his vehicle in
for routine service, nor was there any record kept showing
which venicles were serviced. Unless a preventive maintenance
system is established and adhered to costly repairs can result
in excessive vehicle dowatime. Further, preventive maintenance
usually extends the life of a vehicle,

Tne Novemper 1983 project evaluation found that MCU personnel
had used AID purchased vehicles for non-project purposes. We,
therefore, foitlowed up to see what controls were established to
correct this problem. We found none. We also found that
drivers were not maintaining daily trip tickets to account for
the use of vehicles. Tnus, the possibhbility still exists that
vehicles are used for non-official purposes.
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MCU had taken some steps to correct the situation by hiring an
administrative assistant to supervise the motorpool operation.
MCU was also in the process of hiring a transpivt advisor who
will have respoasipnility for scneduliny malntenance and
monitoring the use of venicles.

Although these are steps in the right directinga, the
administrative assistant has not been on the job long erncugh to
establish an adeguate system for vehicle malntenance.
Furthermore, MCU. needs to cxpedite the hiring of the
transportation advisor ian order to mon tor the use of the
vehicles.

conclusion, USaID/Tanzania Comments, RIG/A/Nairobi Response

MCU needs to establisn a preventive maintenance program and see
that the program functions properly. Vehicle trip tickets
should pe monitored by the motorpool superviscr to see that the
forms are properly coapletad. At.tention should also be given
to see tnhat project vehicles are not usced for non-official
puUrposes.,

UsSAID/%anzania responded that a Peace Corps Voluntecr (PCV)
witn o automotive neeinzalces background was assigned to  the
project on a fulltime: posis ia December 1984, He has developed
and lastituted a woll plaaned and  functioning maintenance

orograil. Ao local wmechanic nas bheea hired to take over tihe
supcervislion when AID {funding ceases. venicle usaege nas been
closecly moaltored since the arvival of tne contractor and
project officer. A trip manifest 1s 1in every vehicle and the
PCV closely checks the dally usage reports. SAID/Tanzania has

satlsfactorily impievmeated our recommendation therefore it will
be coasidered closed when thls report 1s 1lssued.

RECOMMENDATION NO. 7

USAID/anzania ensure that the
Malaria Coatrol Unit establish a
preveative maintenance program for
vehicles and monitor vehicle usaje.
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The Malaria Control Unit Needs To Establish An Inventory
Control System

The MCU does not have an effective inventory system to control
the receipt and issuance of about $1.11/  million of
expendable aad non-expendable project commodities. The MCU
needs technical assistance to establish such a system.

At present MCU does not have such a system in place boecause it
lacks knowledgeanle staff to install an inventory system. MCU
personnel are ia the process of taking a physical invento;y and

recording the couat oan inventory cards. Howaver, records have
not been establisnhed based on items purchased and received as a
basis of comparison to the physical count. Until all purchase

and receipts are recorded MCU will be unable to determine if
all commodities are accounted for. Wwe attempted to test the
inventory system but found it in such a disarray, no further
work was done to determine the maqgnitude of possible
differences. The inventory will have to be reconstructed just
to determine wnat should be on haad.

Effective control over commodities requires that records be
established and maintained Dby someone whose duties are
independent from those of the storekeeper. The storekeeper
should be respoansible for receiving, lssuing, and sateguarding
project commoditiecs. Periodically, an iaventory should be
taken and the physical ccuat compared to the boox balance.
Variances should be iavestigated and recoaciled.

Conclusinn, YSAID/Tanzania Comnents, RIG/A/Nairobi Response  and

Recommendation

MCU needs to prepare iaventory contrel records. These records
should be periodically reconciled to physical inventories.
USAID/Tanzania's Coatroller and General S-arvice Offices could
be used to develop aa adequate system.

USAID/Tanzania stated in their response to the draft report
that tne MCU has established an inventory control system for
expendanle and non-expendaple project commodities based upon a
supply and administration consultant's recommendations. A
storekeeper has estaolished a monitoring system. A fulltime
stock clerk nas also been hired to maintain stock records.

l/ The major items purchased with project funds were
insecticides, malaria suppressants, vehicles and spraying
equipment.
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Commodity management is now closely monitored by both the
contractor and project officer as well as tne project

director. The system will be reviewed ia six months and
modified as required to ensure ecffective opecration.

USAID/Taazania has taken adequate steps to correct the
deficieacies surfaced during the review. Therefore our
recommendation will be coasidered closed whea tinis report 1is
issued.

RECOMMENNDATION NO, 8

USAID/Tanzania, provide technical
assistance to Malaria Control
Unit, to develop aa inventory
contrcl system for expendable and
non-expendable project commodities.

Late Reccipt Of Shipping Documents Delayved Custom Clearance

The custom clearing office withia the MO does not receive

shipping documents for the majority of project commodities
prior to tne time the shipment reacnes port. As a result,
warenouse  chargas are lLacurred antil the  documents are -

received. For example, of 25 chipments recoived in Zanzibar,
the average numoer ol days taken to clear Ccustoms was 20 days
and varied from 4 to 60 days. warchouse charges on some of the
shipmeats varied from $20 to Shightly over $4000.

Thesc¢ cnarces, by and large, represent a waste of scarce
assistance dollars and their elimination caan vrovide more funds
fo.r developmeat purposes. Also, If these commodities were
cl:ared from customs in a timely manacr they would be more
readily available for project use.

USAID/Tanzania's procurement assistant stated that vendors are
requested to send all snipping documents to Zanzibar when the
shipmeat is made. 'The vendors are also to send 2 copies to
USAID/Tanzania, one for the procurement assistant and one for
the controller. Upon receipt of the copy the assistant sends a
cable as well as pouches a duplicate set of documents to
Zanzibar. However, according to the project officer these
documents are not received by the MOH or the clearing office.
USAID/Tanzania officials attribute the failure to receive these
documents to the poor postal system between Tanzania and
Zanzibar.
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Conclusion, USAID/Tanzaania Comments, RIG/A/Nairobi Response and
Recommandation

The MOH needs the snhipping documentls ian a timecly maaner to
expedite customs clearance of project commodities. The MOH
admiaistrative assistant aad the USAID/Tanzanla procurement
speclialist must coordinate their eftorts to resolve this
problem so that the cost of warenousing can be reduced or
eliminated.

In respoase to our draft report, USAID/Tanzania stated that the
problem of easuriag prompt delivery of shipping documents has
been a recurring one aad there appears to be ao easy solution.
Procedures call for the vendor to send one copy of the shipping
documents to the MOil, one copy to the USAID/Tanzania controller
and a third to USAID/Tanzania's Project Development and
Monitoring Office (PDM). PDM  immediately sends a copy to
Zanzibar in the event the other copy didn't arrive.

If the MOH does not receive the documents wrior to arrival of
commodities, USAID/Tanzania immediately cables the vendor
asking for the prompt dispatch of the necessary papers, Maay
snipments destined for Zoazibar are shipped to Dar Es Salaam
for traasshipment. The situatica has Improved since the ship
"Mapinduzi" returnced from overhauling and is again in service
petween Zanzibar aad the mainlaad. Also, siace regular flights
from Nalroni aad Zanzibar nave beea iniliated end restrictions
on charter flights beltweed thete two Cilios have boon eased,
commoditly provlews  are  foewer. Still, all  concerned  are
continually on the alert jor any missing shipping documents and
take lmmedliate actioa whea accessary,

Since USAID/Tanzeaia has indlcatea (hab Lhhere 15 a0 rcasonable
solutica to tne proolem we nave revised our rcecommnendatioa to
try to attack the problem in another way.

RECOMMENDATION NOQ. 9

USAID/Tanzanlia in coordination
with the Ministry of Hecalth study
alternative procedures such as
having commodities released to the
Ministry of Health pending receipt
of shipping documeats or stored in
a bonded government warehouse
where no charge would be assessed
to another goverament min’scry.
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EXHIBIT 1

Zanzibar Malaria Control Project
Scnedule Ofr Interest Payment s
Per1od T2707/577= 1715787

Per AID/W - Notice of Pavineat Duo Per GOZ/MOF Records

Loan WNo. 621-U-026A

Amount Amount _
Due Date Amount Received Paid Date
12/17/82 $ 314.81 $ 314.81 9/10/83
6/17/83 799.07 799.07 9/10/83
12/17/83 2865.52 $2865.52 2865.52 12/10/83
6/17/84 _2128.40 — =
8010780  §7865.67  F1979.40
Loan No. 621-U-026
1/15/83 1209017 $ 1209.17 9/10/83
7/15/83 1767.95 1787.95 9/10/83
L/15/784 3186.26 3186.26 1/15/84
7/15/84 A4285.19 _4285.19 1/14/84
FXEETIEY) $10468.57
TOTAL $16576.37 $2865.62  $14447.97
1/ Peoples Bank of Zzanzibar received a  telex from their
correspoadant banx (Bankers Trust N.Y) that payment of

$2128.40 was returaed by AID. No
payment was not accepted.

tcason was given why the
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List of Recommendations

RECOMMENDATION NO. 1

USAID/Tan=ania notify the
Goverament of  vanzibar  that the
Zanzlipar Malaria Control Project
Loan is 1n default and that future
loan disbursements are suaspended
until tne interest payments are
paid as stipulated in the
agreement.

RECOMMENDATION NO. 2

USAID/Tanzania assist the Ministry
of Health to develop (a) a project
purpose  whicn reguires mor<  than
Jjust o recauaction ol the iacidence
of malaria anad (1) tnfrerin
benchiarss  whilch  measure  project
progroess,

RECOMWASNDA TTON NO. )
UsSAID,/ ransantia, 10 conjunction

with tne Ministry of Health amead
the loan agrecieat and deooligate
$4.3 millioa.

RECOMMINDATION N0,

USAID/Tanvanla, in conjunction
with the Ministry of Health,
finalize and approve the plan of
operatioa aad the aannual workplaan.

APPENDIX A
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RECOMMENDATTION NO. &

USAID/Tanzanla, 1n conjunclion
with Ministry of flealth, develop a
reporting system that will provide
Information oa  the Miaistry of
Health's [r1nancial coatributioa to
tne project.

RECOMMENDATION NO. 6

USAID/Tanzania 1ia coajunction witn
the- Minlstry of Health develop a
repocrting tormat and require the
contractor to submit tne quarterly
progress reports,

RECOMMENDATION NO. 7

USAID/Tanzanla oensuroe that the
Malaria Coatrol Unit establish a
preventive amaintenance program for
vehlcles and monitor vehiecle usage.

RECOM-M DA TON HOL g
USATD, Taasuaia,  provide tecnnical
assisting.:. to Mataria Control
unit, to Jevelop aa inventory
coatrol wystem ror cupeadable and
non-expendanle project comnoditices.

RECOMMANDATION NO. 9

USAID,/Taazania 1A coordination
with the Ministry of Healtn study
alternative procedures such as

having commoaities released to the
Ministry of Health pending receipt
of shipping documeants or stored in
a bonded governmeat warehouse
where no charge would be assessed
to another government ministry.
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List of Report Re

Field Offices

USAID/Tanzanlia
REDSO/ L5

AlD/Wasniagton

AA/M
AA/AFR
LEG

GC

AA/XA
AFPR/EA
M/SER
M/EFEM/ASD
PPC/CDLLE

Office of Taspector Genrral

1G
A1G/A
ALG/T1T
IG/EMS
R1G/A/C
RIG/A/D
KI1G/n/K
RIG/A/M
RIG/A/T
R1G/A/W
RIG/II/N
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