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Dr. Jack W, Millar, ZPres:dent
Gorgas Memerial Instituts of Treorpical
and Freventive Medicinz, Inc.
2007 1 Street, Nw
washincton, Z.2. ZZIC5%
Dear Dz, Millar:

Qur examination c¢f zhe financial statexents 2I Georcas
Memcrial Instituse of T:3D1c=l anc Dreven*ive decicine, Inc.,
for the fiscal vear ended Septemper 30, 1¢77, idenzif:zd <he
following areas requiring management attention.

NEED FOR BETTER MAMNAGIMINT CF
ENDCwMINT FUND INVESTHMENTS PLRTIFCLIO

An analysis cof the 1973-77 secur:ities records shcowes
that, except f£or the purchase of a l=-vear Rigcs hat:icnal
Bank Certificate ¢f Depcsit in 1977, the only chance :in
the securities dortfolio resulted from stock divicends and
capital gains distributions. we also noted tnat zhe 2os:
value of tne investients increased an average of 15 tercent
over the S-vear pericd, while the market valus cdeclined an
average of I( percent, result ing in a loss in valiuve o §
percent. ae recognize zhat the Institute's securlties hava
at times petformed better tnan the stock market in general.
However unless the investment porticlio is closely wmoni-
tored ana manaced, the Institute could suiler a suocstantial
loss should it peccme necessary to liguicdate 3 zorsticn of
its iavestments. Tne °ollowlng graph cosmpares %the markes

N - -vyezziue and cost of GMI securities with the Dow-Jones average
from June m73 tc September 1977.
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n viev of these ratters, we believs the Instisuse
should consider =he I2.10wing 2:c1idns =7 proviie beztier
manazezent ¢ the Indcwment Fund Iavestment fortfol:ic.

1. Estaklish an Investizmsn:s policy.

2. Estwarclish a rcermanent investments committes
to izplement the Tolicy zand &2 repeort regu-
larly to the 3cars c¢i Cirecters, th-ough s
Exacutive Ccmmizt2e, cn the condision oI zne
investmenzs zorziclio.

3. Engace a securitiss broxer to monizcor the
investmentzs corefclio, recommend securities
to be acquired ur sold, and izplement Insti-
tuse decisichns.

GORGAS' MENMZRIAL LAZCZFATOIRY (GML)

Panama showed that corractive
b the ca-cuxa 1on and accoeunt-
4

Qur examinaticn at GM¥L 1
action was needed concerning
{

ing for seniority preriuxm, lcvee incepm-
nities schedule, and {3} an e u:pment :se survey at 2uild:incq

265 in the Canal Icre. Below is a brief exzlanaticn of tnese
matters and agreements reachad with GML officials for corrac-
tive acticn.

Calculation and acceuntine for

§enlority c-renlum - ) -

During 1977, three GFML employees who were elicible to
receive seniority premium bonuses terxinated their explov-
ment. GML calculated ezch bonus by acslying the ::::Jla as
prescribec in the applicacle Panamaniaz lacor co né pa:d
each emplovee this amount. GML then regueste:d sement
cf these axounts from iss account maintained :zv
Social Security Administration. Although the Ad
reimbursec¢ GML, izs calculations of txae prem;;ns
different <han those of GML. To illustrate, "ML
employee a seniori tv pramium bonus of $8,373.55;
to the Adzministraction, ne was due a benus ¢f 510,
This case was further complicated because the Adm:
reimbursecd GYL only $8,066.33 which recresentzed tne e
balance in GML's account with tne Soc:ial Security Adz
tration at that time.
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--gegrest 230 extlanacicon Irex the Administration
of the methol Iollcwed in czalculating the gre-
zium vis~a-vis the zecthed used oy GML, and
--determine whather %ths administration coulsd
provide G¥L with che senicsity zrexium accsunt
balance 2s o¢f Septexzcer 30 (ratner <han June 307
for Zuture years,
We also sugzestad that GML ceconcile this balance each time
it is rece:ved.

In additicn, for the differences Iin *the mecheds £ gal-
culating tne sanior:ity premium, GML sheuld make appresriate
adjustments that are applicable t©o futurs terminations.
¥aintenanca of emplovee
ingemnities schequlie

GML' s payro 0ll clerk uz:en"v mainzains a schegule
showing the indemnities (severance pay, accrued vaca:tion
pay, and seniozity rremium) due each e‘-ioyee at June 30 of
each year. Wwe suggest nat :or fvture Iiscal vesars :nis
schedule snould reilect t=ne indexnities as of Sesptemcer 30.
GML officials ag:eec and will maxe the change Zf5r £iscal
year 1978 and future years.

Ecuipment use
Builglng 233

During a tour of GML's Building 263 in the Cana. Zone,

we noted that some equirment was under used or not used at
all. We suggested that a survey be macds to identify equip-

ment that was in excess of current and zrojected neeis and

that such equ:pment be disposecd of The GML cificials
recognizec that some of tnhe ecnzsme“. was not opeing used,
but stated tnhat some will pe used in the future as clanned

use survey
entries
m the

They acreed to make a
rake the necessary accou 3
ecuipment no longer neegded Zf:onm
books. wWe advised the oificials that tney snould first
deterxine whesner the U.S. agency that donated the eguip-
zent had any reversionary rights to the zroperty. If not,

researca 1S init:iaced.
but were unsure how to
to remove the vaiue of
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