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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL/AUDIT

November 15, 1992
MEMORANDUM FOR?USA[D/Egypt, Henry H. Bassford

FROM : RIG/A/C, . Darcy

SUBJECT: Audit of International Executive Service Corp’s Related to Local
Expenditures Incurred on Cooperative Agreement No. 263-0102-A-00-9003-
00, October 1, 1988 to December 31, 1991 (Project No. 263-0102).

The attached report dated July 21, 1992 by Price Waterhouse presents the results of a financial
audit of International Executive Service Corps’ (IESC) local expenditures incurred on
Cooperative Agreements relating to USAID/Egypt projects. IESC is a nonprofit organization
which provides short-term, client specific, technical transfer services to a broad range of
business areas for the benefit of Egyptian private business.

We engaged Price Waterhouse 1o perform a financial audit of IESC's locally incurred
expenditures in Egyptian Pounds and U. §. Dollars of LE 6,795,844 and $67,558 respectively
for the period October 1, 1988 to December 31, 1991. The purpose of the audit was to evaluate
the propriety of costs incurred during this period. In performing the audit, Price Waterhouse
evaluated TESC’s internal controls and compliance with applicable laws, regulations and
agreement terms as necessary in forming an opinion regarding the Fund Accountability
Statement,

Price Waterhouse questioned $230,304 in costs billed to A.1.D. by IESC. The questioned costs
include billing amounts considered as bad debts, entertainment expenses, magazine subscription,
permanent status executives living in hotel suites and costs lacking adequate supperting
documentation. Price Waterhouse noted material weaknesses in IESC’s internai controls such
as inadequate accounting system which meets U. S. government accounting standards and
requirements.  Finally, Price Waterhouse noted no instances of material noncompliance with
applicable laws, regulation or agreement terms.

U.S. Mailing Adress # 106, Kasr El Aini St.
USAID-RIG/A/C Unit 64902 Tel. Country Code (202) Cairo Center Building
APO AE 09839-4902 357-3909 Garden City, Egypt



IESC management response on the questioned cost findings was partial, including the discussion
of five of the total 25 findings because of time constraints. 1ESC agreed to investigate further
with its home office one questioned cost item and disagreed with the other four findings they
commented on. Management provided clarification and additional documentation, but did not
furnish additional evidence which persuaded Price Waterhouse to change their findings.

Recommendation No. 1: We recommend that USAID/Egypt resolve questioned costs
of $230,304 consisting of ineligible costs of $91,548 and unsupported costs of
$138,756 as detailed on pages 14 through 18 of the audit report,

This recommendation will be included in the Inspector General's audit recommendation follow
up system. Until we are advised of USAID/Egypt’s determination regarding the questioned
costs, Recommendation No. ! is considered unresolved. This recommendation can be resolved
when we receive the Mission's formal determination as to the amounts sustained or not sustained
and can be closed when any amounts determined to be owned to A.1.D. are paid by IESC.

Recommendation No. 2: We recommend that USAID/Egypt require IESC to
address the inadequate internal control procedures over their accounting system as
noted in the audit report on pages 22 through 28.

This recommendation will be included in the Inspector General’s audit recommendation follow-
up system. This recommendation can be resolved when the Mission provides our office with
a copy of its request that IESC address its internal control weaknesses. The recommendation
can be closed when we have assessed IESC's response and USAID/Egypt's follow-up for
adequacy.

Please advise this office within 30 days of any actions planned or taken to close the
recommendations. We appreciate the courtesies extended to the staff of Price Waterhouse and
to our office.
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July 21, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/cairo
United States Agency for

International Development

Dear Mr. Darcy:

This report presents the results of our financial cost-
incurred audit of Cooperative Agreement No. 263-0102-A-
00-9003-00 under the USAID/Egypt’s Technical Cooperation
and Feasibility Studies Project No. 263-0102 between the
International Executive Service Corps’ Egypt Office
(IESC/Egypt), and the United States Agency for
International Development Mission to Egypt (USAID). The
audit encompassed all local expenditures for the period
from October 1, 1988 through December 31, 1991,

Background

IESC is a private nonprofit organization founded in 1964
and headquartered in Stamford, Connecticut. 1Its primary
mission is to facilitate private sector growth throughout
the third world by providing consulting services of
volunteer retired executives from the United States.
These volunteers serve on short-term assignments ranging
from two weeks to three months in 90 participating
countries.
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To accomplish their mission in Egypt, field offices were
established in Cairo and Alexandria in 1979. 1IEsc’s
program in Egypt is one of the largest and most active of
all IESC programs worldwide.

IESC/Egypt obtains its funding from USAID and modest
client contributions. Aall funding for the Egypt projects
is obtained locally. A portion of that funding is
remitted to the Stamford office to cover home-office
expenses directly related to Egypt project expenses. al1l
expenses of the Alexandria office are billed to the Cairo
office.

IESC/Egypt is managed by a volunteer expatriates Country
Director. The two offices employ approximately 16
persons.

Audit Objectives and Scope

The objective of this engagement was to perform a
financial cost-incurred audit of USAID funds provided to
IESC/Egypt pursuant to Cooperative Agreement

No. 263-0102-A-00-9003-00 under USAID/Egypt’s Technical
Cooperation and Feasibility Studies Project No. 263-0102.
The audit encompassed all local expenditures for the
period from October 1, 1988 through December 31, 1991.
Specific objectives were to determine whether:

1. The fund accountability statement for IESC/Egypt
presents fairly, in 11l material respects, project
revenues and costs incurred and reimbursed under the
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Cooperative Agreement in conformity with the
applicable accounting principles;

2. The costs reported as incurred under the Cooperative
Agreement are in fact allowable, allocable, and
reasonable in accordance with the terms of the
Cooperative Agreement, OMB Circular No. A-122 and
AIDAR 731.7;

3. The internal controls, accounting systems and
management practices of IESC/Egypt are adequate for
USAID/Egypt agreements;

4. IESC/Egypt is in compliance, in all material
respects, with the Cooperative Agreement terms and
applicable laws and regulations; and

5. IESC/Egypt has taken adequate corrective action on
recommendations in Audit Report No. 6-263-89-04~N
dated April 16, 1989.

Preliminary planning and review procedures began in
March, 1992 and consisted of discussions with RIG/A/C
personnel, IESC/Egypt officials and a review of the
Cooperative Agreement. Fieldwork commenced in April,
1992 and was completed in July, 1992,

The scope of our work was all locally incurred
expenditures under Cooperative Agreement No. 263-0102-A-
00-9003-00. Within each budget line item, we selected
disbursements for testing on a judgmental basis to test a
majority of local expenditures. The budget line items
that included local expenditures are as follows:
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Volunte cutive a ade vestment Services

ograms

The objective of these programs is to provide short-
term, client specific, technical transfer services to a
broad range of business areas for the benefit of Egyptian
private business.

We tested local expenditures of LE 4,179,923 and $ 58,873
out of total local expenditures of LE 6,795,844 and
$ 67,558, respectively.

Our tests of expenditures included, but were not limited
to, the following:

1. Reconciling IESC/Egypt’s accounting records to
invoices issued to USAID, and testing of costs for
allowability, allocability, reasonableness, and
appropriate support;

2. Determining that personnel costs were appropriate
and conformed with the terms of the Cooperative
Agreement and relevant regulations;

3. Determining that per diem and transportation charges
were adequately supported and approved; and

4. Establishing the adequacy of IESC/Egypt’s control
over USAID funded project equipment.

Except as discussed in the next paragraph, we conducted
our audit in accordance with generally accepted auditing
standards and the financial audit requirements of
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Government Audjting Standards issued by the Comptroller

General of the United States. Those standards require
that we plan and perform the a2udit to obtain reasonable
assurance about whether the fund accountability statement
is free of material misstatement.

We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph
46 of Chapter 3 of Government Auditing Standards since no
such quality control review program is offered by
professional organizations in Egypt. We believe that the
effect of this departure from the financial audit
requirements of Government Auditing Standards is not
material because we participate in the Price Waterhouse
worldwide internal quality control program which requires
the Price Waterhouse Cairo office to be subjected, every
three years, to an extensive quality control review by
partners and managers from other Price Waterhouse
offices.

As part of our examination we made a study and evaluation
of relevant internal controls and reviewed IESC/Egypt’s
compliance with applicable laws and requlations.

Results of Audit
Fund accountability statement:

Our audit identified $ 230,304 in questionable costs
including $ 138,756 of unsupported costs.

Internal control structure:
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We recommend that IESC/Egypt adopt an accounting system

which meets U.s. Government standards and develop better
internal control procedures over receivables, cash, and

payroll transactions.

Compljance with Adreement terms and applicable laws and

requlations:

No material items of noncompliance were noted.

Management’s response to findings

IESC/Egypt management comments have been obtained and are
included in Appendix C of this report. Their response on
the questioned cost findings was partial, including the
discussion of only five of the total 25 findings.
IESC/Egypt agreed to investigate further with its home
office one questioned cost item and disagreed with the
other four findings they commented on. oOne finding
relating to Egytrans expenditures has been changed based
upon IESC/Egypt providing us with evidence of USAID
approval for this expenditure. of the remaining findings
commented on, we do not concur with IESC/Egypt’s

responses.

IESC/Egypt manacement was in agreerent with the overall
thrust of the internal control structure recommendations
and they noted where improvements have already been made.
A recommendation to insure all significant assets against
fire and theft was deleted from our report based upon our
receipt of a current office equipment insurance policy,
which was not locatable at the time of our fieldwork.



O

Finally, IESC/Egypt management considered all
recommendations relating to the 1989 audit to be closed.
We noted that management had satisfactorily resolved many
of the prior audit recommendaticas, but we believe that
further improvements are necessary to comply with the
remaining prior audit recommendations.

This report is intended solely for use by the United
States Agency for International Development and may not
be suitable for any other purpose.

TTree W Tl
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REPORT OF INﬂEEENDENT ACCOUNTANTS

July 21, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/Cairo
United States Agency for

International Development

We have audited the accompanying fund accountability
statement of International Executive Service Corps, Egypt
Office, (IESC/Egypt) relating to local expenditures
incurred in Egypt for Cooperative Agreement No, 263-0102-
A-00-9003-00 for the period from October 1, 1988 through
December 31, 1991. This financial statement is the
responsibility of IESC/Egypt’s management. oOur
responsibility is to express an opinion on this financial
statement based upon our audit.

Except as discussed in the next paragraph, we conducted
our audit in accordance with generally accepted auditing
standards and Government Auajting Standards, issued by
the Comptroller General of the United States. Those
standards require that we plan and perform the audit to
obtain reasonable assurance about whether the fund
accountability statement is free of material
misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in
the fund accountability statement. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as

8
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evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for
~r opinion.

We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph
46 of Chapter 3 of gggg;nmgn;_ﬁggi;ing_gggngg;gg since no
such quality control review program is offered by
pProfessional organizations in Egypt. We believe that the
effect of this departure from the financial audit
requirements of Government Audjting Standards is not
material because we participate in the Price Waterhouse
worldwide internal quality controi program which requires
the Price Waterhouse Cairo office to be subjected, every
three years, to an extensive quality control review by
partners and managers from other Price Waterhouse
offices.

As described in Note 3, the accompanying fund
accountability statement has been prepared on the basis
of cash disbursements. Consequently, expenditures are
recognized when paid rather than when the obligation is
incurred. Accordingly, the accompanying fund
accountability statement is not intended to present
results in accordance with accounting principles
generally accepted in the United States of America.

Included in the fund accountability statement are
questioned costs of § 230,304. The basis for questioning
these costs is more fully described in the "Fund
Accountability Statement - Audit Findings" section of
this report.

In our opinion, except for the effects of the questioned
costs as discussed in the Preceding paragraph, the fund

- g
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accountability statement referred to above presents
fairly, in all material respects, IESC/Egypt’s locally
incurred expenditures for Cooperative Agreement
No.263-0102-A-00-9003-00 for the period from

October 1, 1988 through December 31, 1991 in conformity
with the basis of accounting described in Note 3.

Our audit was made for the purpose of forming an opinion
on the financial statement included in the first
paragraph. The supplemental information included in
appendix A and B are presented for purposes of additional
analysis and are not required as part of the basic
financial statement. Such information has been subjected
to the auditing procedures applied in the audit of the
basic financial statement and, in our opinion, is fairly
stated in all material respects in relation to the basic
financial statement taken as a whole.

T b T e

rit<
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INTERNATIONAL EXECUTIVE SERVICE CORPS

FUND ACCOUNTABILITY STATEMENT

FOR THE PERIOD FROM OCTOBER 1, 1988 THROUGH DECEMBER 31,

1991
Actual Questioned Costs Audit
Expenditures Ineligible Unsupported Findings
(Note 2) (Note 5) (Note 5) Reference
VE/TIS program $ 2,452,065 $ 21,548 $ 138 756 Pages 14-18

See accompanying notes to the fund accountability statement

11



INTERNATIONAL EXECUTIVE SERVICE CORPS
NOTES TO THE FUND ACCOUNTABILITY STATEMENT

NOTE 1 - SCOPE OF AUDIT:

The fund accountability statement of IESC/Egypt includes all
locally incurred direct cost expenditures for Cooperative
Agreement No. 263-0102-A-00-9003-00 with USAID. The Agreement
does not allow for reimbursement of indirect costs.

NOTE 2 - SOURCE OF DATA:

The column, labeled "Actual Expenditures" is the
responsibility of IESC/Egypt - and represents the cumulative
local expenditures incurred for the VE/TIS program for the
period from October 1, 1988 through December 31, 1991.

NOTE 3 - BASIS CF PRESENTATION:

The fund accountability statement has been prepared on the
basis of cash disbursements. Consequently, expenditures are
recognized when paid rather than when the obligation is

incurred.

NOTE 4 - EXCHANGE RATE:

Expenses incurred in Egyptian pounds have been converted to
U.S. dollars at an average exchange rate of 2.85 Egyptian
pounds to 1 U.S. dollar for the period from October 1, 1988
through December 31, 1991,

12



NOTE 5 - QUESTIONED COSTS:

Questioned costs are presented in two separate categories -
ineligible and unsupported costs - and consist of audit
findings proposed on the basis of the terms of the Cooperative
Agreement, and the cost principles set forth in AIDAR 731.7
and OMB Circular No. A-122 which prescribe the nature and
treatment of reimbursable costs not specifically defined in
the Agreement. cCosts in the column labeled "Ineligible" are
supported by vouchers or other documentation but are
ineligible for reimbursement because they are not program
related, are unreasonable, or prohibited by the Agreement or
applicable laws and reqgulations. Costs in the column labeled
"Unsupported" are also formally included in the classification
of "questioned costs" and relate to costs that are not
supported with adequate documentation or did not have the
required prior approvals or authorizations. all questioned
costs are detailed in the "Fund Accountability Statement -
Audit Findings" section of this report.

13



INTERNATIONAL EXECUTIVE SERVICE CORPS.
FUND ACCOUNTABILITY STATEMENT

AUDIT INGS

Our audit procedures identified the following invoiced direct

Costs that are ineligible or unsupported:

Item Description

Over billing due to

an incorrect calculation of
client contributions for
project 1939-Emeco Travel

Amounts were billed in

1990 to AID that are considered
bad debts. AID was billed for
amounts that the client initially
agreed to pay.

Duplicate payment for car rental
occurred during July and October
1991.

Amounts paid to employee

in January and June 1990

for which no signed receipt slip
was available.

Amounts paid for overtime and
commissions for August, September,
October, November, and December,
1990 for which no support was
available.

14

Questioned Costs

Ineligible

$ 2,495

Unsupported

$ 789

1,825

199

5,281



Item Description Questioned Costs
Ineligible Unsupported

Entertainment expenses
included items that do not

comply with OMB Circular

No. A-122, Page 11, Section

12 regarding "Entertainment Costs."

Amounts occurred throughout

the period under examination. $ 28,705

Payment for car insurance while

rental agreement states that

the car owner is responsible

for insurance. 754

Hotel accommodations for Country
director that were paid at two locations
during January 22-24, 1990. 150

Per diems that were not supported
with either a check or signed receipt

slip. $ 77,870
Purchase of equipment (stabilizer)

for which no support was available.

Purchase date was April 15, 1990. 1,460
Per diem paid for employee’s

trip to Stamford that is

unsupported. 324
Miscellaneous office expense

that is unsupported. 33

15



item Descrjiption

Numerous charges for travel
incurred throughout 1990 in
which neither supporting
documentation nor expense
reports were available.

Amounts paid to Egytrans
that was not supported with
a signed receipt slip.

Numerous office rental expenses
that were not supported with a
check or receipt slip.

Country Director conference
expenses of which $§ 329
relates to entertainment
expenses in January and
February 1990. $ 439
relates to unsupported gifts.
The remainder is unsupported.

Represents numerous unsupported
telephone charges occurring
during 1990.

Per diems for February and
March 1990 that are not
supported.

16
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Ineligible

$ 768

Costs

Unsupported

$ 1,136

36,189

1,935

3,133

3,465

3,551



Item Description ' Questioned Costs
Ineligible Unsupported

Amount represents miscellaneous
items that are ineligible and/or
unsupported. $ 5,608 $ 1,566

Tips are unallowable per OMB
Circular No. aA-122 121

Payments for Time magazine

and Yellow Pages which is

unallowable per OMB

Circular No. A-122

Attachment B, #1. 2,913

1990 Golf club membership 401

Purchase of personal household
appliances. 232

The Country Director and two
Regional Directors are on

permanent status in Egypt. Their

housing consists of a suite at a

local hotel. The rental rates

charged (approximately $ 50 a day)

exceed the maximum amoul._s allowable

of $ 14,800 per USAID contractors

handbook for a two person dwelling.

Amount questioned is estimated. 33,000

17



Item Description ' est] Costs

Ineligible Unsupported
Amounts relate to per diems
paid to volunteer executives
on their arrival date in Egypt.
Out-of-pocket expenses are
also reimbursed in Stamford
for travel days. Amount
questioned is estimated. $ 6,49
Total questioned costs $ 91,548 $ 138,756

S 230,304

18
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REPORT ON INTERNAL CONTROL STRUCTURE
seee==s = SN2 oRNAL _CONTROL _STRUCTURE
REPORT OF INDEPENDENT ACCOUNTANTS

July 21, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/cairo
United States Agency for

International Development

We have audited the fund accountability statement of
International Executive Service Corps, Egypt Office,
(IESC/Egypt) relating to local expenditures incurred in
Egypt for USAID Cooperative Agreement No. 263-0102-A-00-
9003-00 for the period from October 1, 1988 through
December 31, 1991, and have issued our report thereon
dated July 21, 1992.

Except as discussed in the next paragraph, we conducted
our audit in accordance with generally accepted auditing
standards and Government Audjiting Standards, issued by
the Comptroller General of the United States. Those
standards require that we Plan and perform the audit to
obtain reasonable assurance about whether the fund
accountability statement is free of material
misstatement.

19
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We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph
46 of Chapter 3 of Government Auditi Standards since no
such quality control review program is offered by
professional organizations in Egypt. We believe that the
effect of this departure from the financial audit
requirements of Government Auditing Standards is not
material because we participate in the Price Waterhouse
worldwide internal quality control program which requires
the Price Waterhouse Cairo office to be subjected, every
three years, to an extensive quality control review by
partners and managers from other Price Waterhouse

offices.

In planning and performing our audit of IESC/Egypt, we
considered its internal control structure in order to
determine our auditing procedures for the purpose of
expressing an opinion on the fund accountability
statement, and not to provide assurance on the internal
control structure.

The management of IESC/Egypt is responsible for
establishing and maintaining an internal control
structure. 1In fulfilling this responsibility, estimates
and judgments by management are required to assess the
expected benefits and related costs of internal control
structure policies and procedures. The objectives of an
internal control structure are to provide management with
reasonable, but not absolute, assurance that the assets
are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in
accordance with management’s authorization and recorded
properly to permit the Preparation of reliable financial

20
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reports and to maintain accountability over the entity’s
assets. Because of inherent limitations in any internal
control structure, errors or irreqularities may
nevertheless occur and not be detected. Also, projection
of any evaluation of the structure to future periods is
subject to the risk that procedures may become inadequate
because of changes in conditions or that the
effectiveness of the design and operation of policies and
procedures may deteriorate.

For the purpose of this report, we determined the
significant internal control structure policies and
procedures to be in the categories of cash receipts and
disbursements, general and project accounting, péyroll,
and fixed asset procurement. For these internal control
structure categories cited, we obtained an understanding
of the design of relevant pPolicies and procedures and
whether they have been Placed in operation, and we
assessed control risk.

We noted certain matters involving the internal control
structure and its operation that we consider to be
reportable conditions under standards established by the
American Institute of Certified Public Accountants.
Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the
design or operation of the internal control structure
that, in our judgment, could adversely affect the
organization’s ability to record, process, summarize, and
report financial data consistent with the assertions of
management in the fund accountability statement. our
audit disclosed the following reportable conditions:

21
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REPORTABLE CONDITIONS

The IESC/Egypt accounting system contains wveaknesses
related to USAID-funded expenditures.

IESC/Egypt utilizes an accounting system containing a
number of weaknesses related to its ability to track
expenditures relating to USAID-financed agreements. 1In
particular, we noted the following:

. Several sources of transactions had to be
accumulated to submit billings.

. There is no general ledger system that utilizes
double-entry accounting for local expenditures.
Accounting records consist of cash-based lists of
disbursements and receipts by bank account.

. The present document filing system is in need of
improvement. We noted an overall disorganized
appearance of the record storage area due to
inadequate controls over the storage of records, a
fully documented organized filing system and
assigning of responsible staff for maintaining
complete and organized files.

. Accounting transactions have not been properly
approved in all cases.

. The chart of accounts is not properly utilized to

assist in identification and classification of
expenses.

22
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As a result, we were unable to trace in detail IESc’s
accounting records to USAID billings. Consequently,
auditing and accounting for IESC/Egypt activity required
a labor intensive manual process to compile and analyze
expenditures to prepare the fund accountability
statement.

Recommendation 1

IESC/Egypt should adopt an accounting system which meets
U.8. government accounting standards and requirements.
Specifically the following goals or objectives should be
achieved:

. A general ledger system should be developed to
ensure that all transactions are properly
accumulated, classified, and summarized in the
accounts. A proper system should segregate
expenditures between local and U.s.

. A filing system should be utilized which is designed
specifically for IESC’s operations that is
documented, sufficiently controlled, and tracks
documents or files throughout the transaction

process.
. Proper authorizations should be obtained for all
transactions.
. Accounting personnel should receive adequate

training in order to complete their assigned tasks
efficiently and effectively.

23
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. Accounting transactions should be properly
accumulated and classified among account types and
budget line items.

* k * Kk &

IESC accounts receivable system contains several
weaknesses related to management’s ability to identify,
quantity, and control receivables. 1In particular, we
noted:

. The Alexandria office does not utilize pre-numbered
invoices for client billings.

. An accounts receivable ledger is not utilized.

. An advance account for per diems is not maintained
and reconciled properly.

Recommendation 2

IESC/Egypt should develop a formal double entry system of
accounting for receivables to record advances and client
receivables.

. There should be in place control techniques which
ensure that billing and advances are recorded. We
recommend that IESC use summary totals for all
invoices issued. These summary totals can be used
as a basis for comparing with or accrrrlating
monthly sales totals for recording in the accounting
records. 1In the absence of controls obtained

24
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through the use of multicopy forms and/or summary
totals, the accounting department should review the
numerical sequence of invoices prepared to determine
whether all billings have been received for entry
into the accounting records. Further, sound
financial management would dictate that a per diem
advance account be developed and reconciled by a
responsible official on a timely basis.

* k k * %

Recommendation 3

This recommendation was deleted based on our review of
the current insurance policy, which was not locatable at
the time of our fiela work, provided with the management
responses.

* k * x %

Employees’ time and attendance data are not properly
processed and documented and the completed payroll
registers are not adequately reviewed and approved before
disbursements are made.

During the course of our examination we noted that time
cards or other source documents are not prepared
evidencing that employees have worked the time for which
they are being paid. Additionally, we noted that the
completed payroll register was not always approved in
writing by a responsible official. This breakdown in the
internal control structure may allow employees to be paid
for time not worked.

25
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Recommendation 4

Employees should prepare time cards or other source
documents which should be revieved to determine that such
documents are complete and have been approved by the
employee’s supervisor.

Before payroll disbursements are made, the completed
payroll register shculd be reviewed and approved in
writing by a responsible official who has not
participated in the payroll preparation. This review may
range from a detail check to a review for general
reasonableness of the following:

Names appearing on the payroll are authorized
employees.

. Time worked is evidenced by appropriate time
records.

. Amounts to be paid have been computed at authorized
rates.

. Computations of gross pay, deductions and net pay
are accurate.

. Paychecks agree with the payroll register.

* %k k k &

Internal accounting controls surrounding cash should be
strengthened. Specifically, we noted:
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. Formal written approval of bank reconciliations is
not evidenced in all cases.

. The Country Director is an authorized check signer,
approves disbursements, reviews bank reconciliations
and is involved in cash management.

Cash remittances received directly at IESC/Egypt are
not listed.

Recommendation s

In order to improve internal accounting controls
surrounding cash, we recommend that:

. Management strengthen the segregation of duties in
this area.

. All cash remittances received directly at IESC/Egypt
should be listed and restrictively endorsed by an
individual independent of other cash and accounts
receivable functions and then sent to accounting.
This list should then be subsequently checked
against the validated bank deposit to ensure that
all receipts were deposited on a timely basis.

- A responsible official, who is also independent of

all cash processing and recording activities, review
and approve all completed bank reconciliations.

* kX k k %
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A material weakness is a condition in which the design or
operation of the specific internal control structure
elements does not reduce to a relatively low level, the
risk that errors or irregularities in amounts that would
be material in relation to the fund accountability
statement being audited may occur and not be detected
within a timely period by employees in the normal course
of performing their assigned functions.

Our consideration of the internal control structure would
not necessarily disclose all matters in the internal
control structure that might be reportable conditions and
accordingly, would not necessarily disclose all
reportable conditions that are also considered to be
material weaknesses as defined above. However, we
believe that the reportable conditions described above
are not material weaknesses.

This report is intended for the information of
IESC/Egypt’s management and others within the
organization and the United States Agency for
International Development. This restriction is not
intended to limit the distribution of this report which
'is a matter of public record.

5 h/ j—c;/ i

<) e
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CAIRO C.R. 226786
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R 0 w REGU. (6)

REPORT OF INDEPENDENT ACCOUNTANTS

July 21, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/Cairo
United & :ates Agency for

International Development

We have audited the fund accountability statement of
International Executive Service Corps, Egypt Office,
(IESC/Egypt) relating to local expenditures incurred in
Egypt for USAID Cooperative Agreement No. 263-0102-A-00-
9003-00 for the period from October 1, 1988 through
December 31, 1991, and have issued our report thereon
dated July 21, 1992.

Except as discussed in the next paragraph, we conducted
our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by
the Comptroller General of the United States. Those
standards require that we pPlan and perform the audit to
obtain reasonable assurance about whether the fund
accountability statement is free of material
misstatement.

We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph

46 of Chapter 3 of Government Audjting Standards since no

such quality control review Program is offered by
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professional organizations in Egypt. We believe that the
effect of this departure from the financial audit
requirements of Government Audjting Standards is not
material because we participate in the Price Waterhouse
worldwide internal quality control program which requires
the Price Waterhouse cairo office to be subjected, every
three years, to an extensive quality control review by
partners and managers from other Price Waterhouse
offices.

Compliance with laws, regulations, agreements, binding
policies, and procedures applicable to IESC/Egypt is the
responsibility of IESC/Egypt’s management. As part of
our audit we performed tests of IESC/Egypt’s compliance
with certain provisions of laws, regulations, agreements,
binding policies and procedures. However, it should be
noted that we performed those tests of compliance as part
of obtaining reasonable assurance about whether the fund
accountability statement is free of material
misstatement. Our objective was not to provide an
opinion on compliance with such provisions.

The results of our tests indicate that with respect to
the items tested IESC/Egypt complied, in all material
respects, with the provisions referred to in the fourth
paragraph of this report. With respect to items not
tested, nothing came to our attention that caused us to
believe that IESC/Egypt had not complied, in all material
respects, with those provisions.
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This report is intended for the information of IESC/Egypt’s
management and others within the organization and the United
States Agency for International Development. This restriction
is not intended to limit the distribution of this report which
is a matter of public record.

/—I 11///"“/ z/; /v "
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INTERNATIONAL EXECUTIVE SERVICE CORPS
SUMMARY AND STATUS OF 1989 RECOMMENDATIONS
et oonlts DY 249389 RECOMMENDATIONS

The following discussion relates to the current status of
Prior audit recommendations as disclosed in Audit Report No.
6-263-89-04-N dated April 16, 1989.

Recommendation No. 1(a)

"USAID/Egypt, in accordance with Agency policy on project-
generated revenues, should negotiate a revenue agreement with
the International Executive Service Corps."

July, 1992 Status:

A revenue agreement was negotiated and incorporated into
Contract Modification No. 3 dated December 10, 1989,
Recommendation is considered closed.

Recommendation No. 1(b)

"USAID/Egypt should settle $ 155,446 in questioned costs
related to excess perdiem reimbursements ($ 6,000), air travel
($ 44,000) and overhead expenses ($ 105,446)."

Julv, 1992 Status:

IESC/Egypt remitted § 50,000 in settlement of the $ 155,446 in
questioned costs. The difference of 105,446 was unsustained
by USAID. Recommendation considered closed.

Recommendation No. 1(c)

"USAID/Egypt should obtain from the International Executive
Service Corps. its formal agreement to implement the
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recommendations by the CPA firm, and to resubmit its grant
proposal adjusted for the modifications recommended by the CPaA

The following discussion relates to the current status of the
above recommendation which is relevant to the scope of our
audit. This discussion is segregated by the individual
recommendations as reported in the audit report of the CPaA

firm.

Recommendation No. A:

"IESC Egypt should resubmit its new ¢rant proposal in such a
way to allow for full disclosure of detailed cost items.
IESC/Egypt may wish to follow the model shown in Appendix I"
(Appendix E of this report). "A clear definition should be
given to each cost item. USAID/Egypt should discuss and agree
the new grant proposal on a line by line basis."

July 1992 Status:

The budget is broken down by program. Line-by-line comparison
was not made to allow for full disclcsure of detailed cost

items.

Recommendation No. B1:

"We recommend that USAID/Egypt estabiish a formal policy with
regard to handling of local clients contributions received by

IESC/Egypt."

Recommendation No. B2:

"We recommend that IESC/Egypt recalculate its required grant
funds in accordance with the policy requirements to be
deternined by USAID/Egypt as per reccamendation No. 2a
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(recommendation No. B1 above) and taking into consideration
local clients contributions."

July 1992 Status:

The following discussion relates to Recommendations Bl and B2.
IESC reduces each projects cost by the related client
contribution prior to billing costs to USAID. Additionally,
the required grant funds hava been adjusted to reflect client
contributions. Recommendation considered closed.

Recommendation No. C:

"We recommend that IESC/Egypt resubmit its new grant proposal
to more accurately reflect past experience and projected
conditions so that cost items be estimated in a reasonable

basis."®

July 1992 Status:

Grant proposal accepted by USAID. Recommendation considered

closed.

Recommendation No. D:

"IESC/Egypt should establish a formal and clear policy with
regard to establishing the amounts of client contributions.
This policy should take into consideration the duration of the
Project so that the contribution per day should be the same

for most clients."

July 1992 Status:

IESC/Egypt has continued to base client contributions on
negotiated amounts with little or no relation to the clients’

gross or net income.
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Recommendation No. E:

"IESC/Egypt should establish a formal procedure to govern the
transfer of funds to IESC/Stamford. Transfers made should be
supported by reasonable documentation to prove that they are
legitimate and are in accordance with the detailed grant
proposal that was approved by USAID/Egypt and not in excess of
amounts owed to IESC/Stamford for services directly attributed

to IESC/Egypt’s operations."

July 1992 Status:

Transfers to Stamford are based on current cash availability
of cash with no regard to billing from the home office.

Recommendation No. F:

"We recommend that the present system of procuring
international air flight tickets be changed as follows:

a. IESC/Egypt should arrange to procure air flight tickets
through an international travel agency in order to obtain
aprlicable discounts.

b. IESC should procure these tickets on a 3 month excursion
basis rather than annual return fare."

July 1992 Status:

IESC now purchases all airline tickets in the United States.
Recommendation considered closed with respect to locally
incurred expenditures.

Reconmmendation No. G:

"We recommend that per diem calculations do not include the

departure day."
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July 1992 Status:

IESC does not pay per diem for the departure day. However,
IESC/Egypt does pay per diem for the arrival date.

Per diem costs for the arrival date are paid for locally, and
according to the Country Director are also paid in Stamford
resulting in an estimated over billing to USAID of $ 16,491,
(Amount has been questioned as part of the current audit.)

Recommendation No. H:

"We recommend that the fixed assets register be adjusted to
show details" such as the rates used for deprecation, and
totals for annual and accumulated depreciation.

July 1992 Status:

IESC/Egypt now maintains a copy of the Stamford prepared fixed
asset register in the Cairo office inclusive of all fixed
asset details. Recommendation considered closed.

Reccmmendation No. I:

"We recommend that IESC/Egypt appoint an Alexandria-based
sales representative or ask the current sales representative
to reside in Alexandria without charging per diem expenses."

July 1992 Status:

IESC has now recruited an Alexandria based sales
representative. Recommendation considered closed.

Reccamendation No. J:

"To maximize return on funds we recommend that IESC/Egypt
should take necessary steps in order to:
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- Open more than one type of bank account in order to
maximize the interest earned on available funds rather
than keeping all of the funds in current accounts that

earn no interest.

- Develop a cash planning system in order to forecast
future cash inflow and outflow transactions on a monthly

basis."

July 1992 Status:

As of December 31, 1991 IESC/Egypt has not opened an interest
bearing account for idle funds. If IESC had opened an
interest bearing account, interest provided therefrom would
have provided substantial support for IESC’s activities and a
reduction to USAID funding requirements. The balance of cash
in banks at December 31, 1991 was approximately $ 759,494.

Recommendation No. K:

"We recommend that IESC should provide volunteer executives
with economy class tickets in compliance with the terms of

grant agreement."

July 1992 Status:

The current grant agreement allows IESC to use business class
service. Recommendation considered closed.

Recommendation No. L:

"We recommend that the country director’s and local office
Support costs which were double/over charged ($ 15372 + §

5438= $ 20810) be disallowed under the IESC/Egypt current

grant agreement with USAID/Egypt."
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July 1992 Status:

IESC submitted a check to USAID to reimburse for over
billings. Recommendation considered closed.
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APPENDIX 2
Page 1 of 1

INTERNATIONAL EXECUTIVE SERVICE CORPS

FUND ACCOUNTABILITY STATEMENT
DETAIL OF AMOUNTS AS INCURRED IN
EGYPTIAN POUNDS OR U.S. DOLLARS

FOR_THE PERIOD FROM OCTOBER 1, 1988 THROUGH DECEMBER 31, 1991

Actual Questioned Costs
Expenditures Ineligible Unsupported

VE/TIS program § 67,558 S 34,180 S 1,967
LE 6,795,844 LE 163,499 LE 389,849



Appendix B
Page 1 of 5
INTERNATIONAL EXECUTIVE SERVICE CORPS
ADDITIONAL INFORMATION
QUESTIONED COSTS DETAIL OF AMOUNTS AS INCURRED
IN EGYPTIAN POUNDS OR U.S. DOLLARS

o] P OM_ OCTO 1988
OUGH 31 99
Total
Amount Converted Amount Questioned
: incurred to incurred costs
Item description in LE us s in uss Uss
Over billing due to
an incorrect calculation of
client contributions for
project 1939-Emeco Travel LE 2,250 $ 789 $ 789
Amounts were billed in
1990 to AID that are considered
bad debts. AID was
billed for amounts that the
client initially agreed to pay. 6,854 2,105 2,405
Duplicate payment for car rental
occurred during July and
October 1991. 5,200 1,825 1,825
Amounts paid to employee
in January and June 1990
for which no signed receipt slip
was available. 568 199 199



Amount Converted
incurred to

Item description in LE us s

Amounts paid for overtime and
commissions for August, September,
October, November, and December,

1990 for which no support was
available. LE 15,050 $ 5,281

Entertainment expenses
included items that do

not comply with OMB

Circular No. A-122, Page 11,

Section 12 regarding

"Entertainment Costs." Amounts

occurred throughout the

period under examination. 79,107 27,757

Payment for car insurance while

rental agreement states

that the car owner is resyonsible

for insurance. 2,149 754

Hotel accommodations for Country
Director that were paid at two

locations during

January 22-24, 1990. 427 150

Per diems that were
not supported with either a
check or signed receipt slip. 221,408 77,687

Appendix

Page 2 of
Total
Amount Questioned
incurred Costs
in Uss uss
$ 5,281

$ 948 28,705

754

150

183 77,870
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Appendix

Page 3 of
Total
Amount Converted Amount Questioned
' incurred to incurred costs
Item description in LE us s in uss uss
Purchase of equipment (stabilizer)
for which no support was available.
Purchase date was April 15, 1990. $ 1,460 $ 1,460
Per diem paid for employee’s
trip to Stamford that is
unsupported. 324 324
Miscellaneous office expense
that is unsupported. LE 94 $ 33 33
Numerous charges for travel
incurred throughout 1990 in
which neither supporting
documentation nor expense
reports were available. 3,238 1,136 1,136
Amounts paid to Egytrans
that was not supported with
a signed receipt slip. 103,140 36,189 ' 36,189
Numerous office rental expenses
that were not supported with a
check or receipt slip. 5,514 1,935 1,935




Appendix B

Page 4 of 5§
Total
Amount  Converted Amount Questione
incurred to incurred Costs
Item description in LE us s in USS __uss
Country director conference
expenses of which LE 938 relates
to entertainment expenses in
January and February 1990.
LE 1250 related to unsupported
gifts the remainder is LE 11,118 $ 3,901 $ 3,901
unsupported.
Represents numerous unsupported
telephone charges occurring
during 1990. 9,875 3,465 3,465
Per diems for February and March
1990 that are not supported. 10,120 3,551 3,551
Amount represents miscellaneous
items that are ineligible and/or
unsupported. 20,446 7,174 7,174
Tips are unallowable per OMB
Circular No. A-122. 345 121 121
Payments for Time magazine
and Yellow Pages which is
unallowable per OMB Circular
No. A-122 Attachment B, # 1. 8,303 2,913 2,913
1990 Golf Club membership 1,142 401 401



Appendix

Page 5 of
Total
Amount  Converted Amount Questionec
incurred to incurred Costs
Item description in LE us s in Uss uss
Purchase of personal household
appliances. $ 232 $ 232
The Country Director and two
Regional Directors are on
permanent status in Egypt.
Their housing consists of a
suite at a local hotel. The
rental rates charged
(approximately $ 50 a day)
exceed the maximum amounts
allowable of $ 14,800 per
USAID contractors handbook
for a two person dwelling.
Amount questioned is estimated. 33,000 33,000
Amounts relate to per diems paid
to volunteer executives on their
arrival date in Egypt.
Out-of-pocket expenses are also
reimbursed in Stamford for
travel days. Amount questioned
is estimated. 47,000 16,491 _ 16,491
Total questioned costs LE 553,348 S 194,157 $ 36,147 $ 230,304
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Page 1 of 49

INTERNATIONAL EXECUTIVS S8ERVICE CORPS
MANAGEMENT’S RESPONSE TO PINDINGS
FO HE PER FROM OCTO 1988

THROUGH DECEMBER 31, 1991
SRy BOLRMIDER J1, 1991

[ESC COMMENTS IN RESPONSE TO PRICE WATERHOUSE DRAFT
REPORT - FUND ACCOUNTABILITY STATEMENT AND ADDITIONAL
INFORMATION, JULY 21, 1992

IESC-Egypt management has conducted an initial review of the referenced Price
Waterouse Drart Report presenteq. in conrerence, on Jjuly 22. 1992. Previousiy
identified personal travei commirments demand that this inirial IESC response be made
pnor to Jjuiy 30, 1992 and thererore preciudes a comprenensive response at this time,

Also. as previously idennfied to vou. the Drart Repont presented to IESC on July 22,
1992 is incompiete, lacking the following rererenced sections:

Appendix A: Fund accounubilitv statement detaii of amounts
as incurred in Egypnan Pounds.

Appendix C: Management fetter regarding non-materiai internai control
weaknesses and non-material instances of non-compiiance.

Pages 13 and 14. -"Fund Accountability Statement - Audit Findings"
As a consequence of the forced schedule for initial IESC response and the incomplete

status of the Draft Reporr at this time, {ESC review has been rocused to the Price
Waternouse identification or Questioned Costs as presented in Appendix B.

IESC-Egypt management receives the Price Waterhiouse-designated Quesnioned Costs
with great concern and provides assurances of our intent to resoive and disposttion each
incident of PW designated Questioned Costs. Our ininai review has required the
following steps:

I Assignment of number 1dentification to each [tem presented in
Appendix B. [tem numbers have been assigned in the sequence
onginally presented by PW in Appendix B.

2. Separation of all Appendix B. items into rwo initiai categones:
Category A. - Items for wnich I[ESC wiil crovide responses 1n this
initiai Comments Letter.

Category B. - Items for which [ESC requires additional. clanifying
information  from PW and that will require additional research time 1o
enable informed [ESC comments in response. [n a separate lerter,
addressed to vou on July 26. 1992 [ have recuested the required
conrerences by vour starf to enable [ESC 19 proceea with this

required effor,

3. In ¢ach Category, onginal. Appendix B.items nave been re-aligned in
descending dollar impact order to provide appreonate prioritizanon of the

work etfort.




This IESC Comments Lerter will directiy respond to those PW-designated Quesnoned
Costs inciuded in Category A. The PW item descriprions ana amounts of Questionea
Costs for these five items are summanzed in Appendix A. 1o this letter,

Following are IESC Comments 10 each of these Category A. Questioned Costs:

Item 14. - No approval from USAID for amounts paid to Egytrans

[ESC disagrees with this finding,
Artacned to this lerter as Exhibit I-A is the USAID authorization for the entire
budget of LE 256,900 contained in the approval of the [ESC proposal
documented in the R.J, Hargirt (IESC) to R. Kirk { USAID) letter dated February
1, 1990 and approved by R. Kirk (USAID) signarure,

Further. although not specifically identified in the PW Drart Report. Appendix
B. the claim of unsupported signed receipt slips 1s reruted by IESC and the
Egytrans signed copies of IESC payment checks contained in the response

in the R.J. Har@it's lenter to Wael Leheta, Egytrans President dated March d.
1990 and artached as Exhibit [.-B.

Item 24. Country Director/Regional Director housing expenditures USD 33.600

[ESC disagrees with this finding,

The practice of using hoteis as residences for IESC Director of Operations and Regional
Director coupies is a long-established one. When all of the “avoided costs” of secunty,
domesnc starf, drivers. venicies. tWo-way transporation o cersonai household goods.
2tc. are comeined with the dilution of management focus ana energy in attempring to
Frivateiy manage housing in Cairo and Alexandria the costs are not judged by [ESC 0 be
unreasonaoie. Further. these costs have been repeatedly accested as a pornon of the
!ESC-Egypt tudget in a senes or [ESC proposais and U'S.AiD-Egypt acceptances
inciuding the IESC proposais that led to;

L.

()

[9¥]

in eac of these proposals and resuiting budgets, residence sxzenditures for volunteer
IESC management starf were :dennried as a unique line item. "Housing Allowance .

. USAID Project Paper 263-0226 approved by USAID-Egypt - May, 1991

Appendix C
Page 2 of 49

INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO PINDINGS
FOR THE PERIOD FROM OCTOBER 1 1988

THROUGH DECEMBER 31 2 1991

LE 256,900  USD 90,140

Modification No.03 to Co-operative Agreement No.263-0102-A-00-9003-G0
dated February 10, 1991,

Modification No.y7 10 Co-operative Agreement No. 263-0102-A-00-9903-C0
datea January |, (292,
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR T PERIOD FROM OCTOBER 1, 1988

THROUGH DECEMBER 31, 1991

Item o. ' Zxtertainment ' Expenses
LE 79.107
USD 27,757
USD 948

[ESC disagrees with this finding.

itis [ESC's understanding, based upon oral reports by PW starf memoers, that the PW
designarion of Questioned Costs appiies to those expenditures made by IESC in support
of those activities that IESC-Egypr internaily has designated as ‘'VE/'VEC
Recepnions/Dinners'. [ESC states that these expenditures are croperiy classitied as
“Meenngs and conterences” expenses and are. thererore allowaoie costs as provided in
OMB Circuiar A-122, Anachment B. paragraph 24. “Meenngs, conrerences.” Further,
these expenditurss ror meetings and conrerences have been idennsied as unique line
items, enutled "Meenngs, conrerences. memoerships” in IESC sroposals leading to:

l. Modificarion No.05 to Co-operative Agreement 263-3102-A-00-9003-00
dated February 10, 1991.

to

. USAID Project Paper 263-0226 approved by USAID-Egypt - May, 1991

3. Modification No.7 to Ca-operative Agreement 263-502-A-00-9003-00
dated January [, 1992,

Item 25. - Amivai day per diem
LE 47.000
USD 16.491

[ESC agrees to investigate further this finding
:ESCEgypt has requested clariticanion of [ESC Headquarters zractices and

#1il resoive this apparent over billing at the me of presentaucs, o [ESC,
at tae Finai Audit Report,
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I, TERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR_THE PERIOD FROM OCTO 1, 1988

THROUGH_DEC R 31, 1991

4)

Item 21. - Time Magazine: Yellow Pages
LE 8.303
USD 2913

[ESC disagrees with this finding.

In fact these are two very different types of expenditure inappropriateiy aggregated as
“advernsing ' expenditures in the PW Dratt Report.

The Time magazine expenditure by [ESC is not an advernsing expendirure out rather is
an {ESC payment for the mail distmibution. in the U.S.. or a suppiement to a special
issue of TIME magazine that featured Egypt as a tounist desination. This expenditure is
consistent wath the direction established in Co-operative Agreement
No.263-0102-A-00-9003-00 for tounism industry deveiopment activities for iESC and
the Trade and [nvestment (TIS) Program. USAID did not. and does not, require
individual expenditure approvais for such IESC expenaitures but past and current
practnice wouid lead current [ESC management to conciude that IESC advised USAID
TLFT management of this expenditure before the fact.

The Yellow Pages expenditure is aiso inappropriately categonzed in the PW Drart
Report. These IESC-Egypt expendirures are properiy ciassified as "Public information
service’ costs and ailowable as provided by OMB Circuiar A-122, Antachment B.
paragrapa 36." Public Informanon service costs.”

Prior USAID-Egypt approval for these IESC expendirtures 1s found in iESC sresentations
of marketing programs and plans at numerous [ESC Procram Reviews conaucted
througn the certod of October i, 88 througn Decemeer 31, 1991,

N Y N
IESC-Egypt management looks forward to receiving the complete Drart Rezon from
Price Waternouse. We aiso exrect Price Waterhouse to inciude these [ESC initiai
comments in the Finai Price Waterhouse Report to be issuea August 25, {982,
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INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT’S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1988
THROUGH DECEMBER 31, 1991
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO PINDINGS
FOR _THE PERIOD FROM OCTOB 1, 1988

THROUGH DECEMBER 31, 1991

INTERNATIONAL EXECUTIVE SERVICE CORPS
NILE =LTON CENTER CCANICHE EL NIL. CAIRQ EGYPT _
TEL 1°ST71 EXT 22.23 TLX 32222 HILILS UN FAX 760874 EXHIBIT 1-A.

February 11, 1990

r. Robert Xirk
retect Officer

inance & Investment

5 Agency For International Develccment
L9 Center.

R
P2
F
c
SUBJECT: Damietta Furniture

Cear Eob,

I recognize that you had some question about the
Egytrans Project Manager‘s human relations skills on your
last trip to Damietta --much as I have had on
occasion--nowever I do not believe that cbviates Mr.
Leneta’s determination to make this project successrul.

3oth USAID and IESC have capitalized extensively in
internal and external media about the concept of
reruvenating the Damietta furniture industry. It would
e difficult to accomplish this :in our own country, .let

[ ™

aicre the idea or doing this in =zZgypt.
The original objectives were to create:

- new jobs for many of the 66,000 crartsmen
- new lines of furniture for export

Thus far we have invested reiatively few dollars in

making this project work in a culture and works/managenent

environment neither of us really understands weil enougn
t9 say '"Lets drecp it."

AS you know, I reduced Egytrans original budget
reciest of L.Z.360,000 and $32,300 USD sent %o Mr. Huger
cn July 20, 1989, to L.E.206,000 and §25,000 USD. Then
agreed with Mr. leheta to raise :: to L.E.256.000 for che

13-nonth (Oct.39-Dec.90) rpericd.

They have established rudimentary time schedules in
tiue sense of what I requested, i not in the format and
detail we would nave prererred.

ciect dies now, IZZT and USAID are as mucn ;

27/39 I shared with ycu

The Gamali Zaxry letter of L.
says the Tut and lotus group will be cocmpleted &v
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGCS
FOR _THE PERIOD FROM OCTOB 1, 1988

THROUGH DECEMBER 31, 1991

r2l 15, 1890,

ASsuming our two-menth delay in funding may have

ielayed that worxk, I propose the following:

1. Assume Tut and Lotus completicn ty May 1 and

Py

Yusarapaya by June 15.

Give Igytrans one-chird of the revised budget,
L.2.35,000, for the Oct.89-reb.20 period.

3. Revisit and evaluate progress on May l and monthly
therearter. If any of the three lines are
cempieted earlier, I further prcrose presenting
then nmonthly one-fifteenth of the budget.

The above plan offers a goed faith cpportunity for
toward success, yet allows us time for

sregressing
che design/modeling

£heck-points and resolution orf
contracT cSuestion.

Witk Mr. Leheta’s concurrence we would also move
«oward ktringing on the IESC VE's previcusly idenctified as
necessary tO assist on this.

May I have your cencurrence?

crdially,

§ b

\\\\_i;g:erry Hargitc
areactor of Cperaticns

IZSC-EGIPT

YA e
Mo ju j

Cc
49

CcncurredsUSalDd

o\
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO FINDINGS
1, 1988

FOR_THE PERIOD FPUM OCTOBER 1,
THROUGH DZCEMBER 31, 1991

DAMIETTA FURNITURE
= EGYTRANS =~
Paid B8v
Face Category Proposed Adjusted Egytrans IZsC
Budget Budget
bot Volunteers L£.383,200 80,200 80,9200
2 Transportation 26,100 18,000 18,000
- PR for VEs 22,650 15,c00 15,000
Hotel & Travel 25,200 15,¢00 15,000
Design Ccst 181,200 181,220 131,230 50,000
Ccmpetitizsn 23,000 -
Catalogs 10,000 30,C00 30,C00
3 Ccmmunicaticns 7,500 6,G00 6,000
Marketing (LE 28,500 28,290 28,500
$ 32,000 25,0800 $25,000
5 Rent 2,550 2,600 2,600
Equigzent 14,500 14,300 14,500
Preparatizn 2,300 2,200 2,300
T wages 29,580 25,200 25,c00
Maragement 48,930 50,C00 50,000
TCTAL LE.Z1.,200 L.Z.236,%00
$2%,C00

R. Jerry Hargic:
{Revised 10-i-39)
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO FINDINGS
FOR_THE PERIOD FROM OCTOBER 1, 1988

THROUGH DE 3 9

INTERNATIONAL EXECUTIVE SERVICE CORPS EXHIBIT 1
< NILE MLION CENTER, CORMCHE ELNIL. CARO EGYPT EXHIBIT 1.-8.
g\- ,( TEL 27677V EXT 22/23 TLX 92222 HRILSUN Fax-180824

March 4, 1990

Mr. Wa‘el Leheta
Fresident,

Z5YTRANS

21, Ahmed COrabi str.,
2orqg el Mahda

£1 Mohandessen, Cairo.

Cear Wa'el,

Attached are seven IESC checks totalling L.E.35,000.
As discussed in wy letter of February 19, 1990, this is
for five months (dctcber 1989 througn February 1990) of
the current tudget paricd ending December 31, 1990.

Please provide me with a line-item explanaticn of how
this is epent. To whom and for what.

Also I‘Q appreciate any interin information relative
Lo progress--particularly toward completion of the Tut,
Lotus and Mashrapaya groups. Mr. Kirk and I would like to
visit Damietta and see all 18 pieces in each group as soon
as you let us know.

We will transmit March and April checks, as well, but
7ust have a complete review by May | as I menticned.

We also shculd discuss future VE’s in the near future.

Good luck, Wa‘’ell Lats kcep this going and nake it

work!
Serdially,
o
o
A. Jerry Harg:c:s
lirector of Cperations
ZESC-EGTPT
Yo, l'r T )
cc: Robert ¥irk o S T )
Project Cfficer, TI/FI o . o
ot sl

USALD Pl
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INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT’S RESPONSE TO PINDINGS

THROUGH

FOR _THE PERIOD FROM OCTOBER 1, 1988
HR DECEMBER 31, 1991

1)

[ESC COMMENTS IN RESPONSE TO PRICE-WATERHOUSE DRAFT
REPORT ON INTERNAL CONTROL STRUCTURE. JULY 21, 1992

IESCEvypt management has previousiy recognized the need to invest in strengnening
the toois ana procedures in piace to “provide management with reasonaole. but not
absoiute. assurance that the assets are sareguaraed against ioss from unauthonzed use or
disposinion. and that transactions are executed in accordance with managernent s
Juthonzanon and recorded properiy to permit the preparation of reliable rinanciai repons
and to maintain accountability over the enncy’s assets.” IESC. Egypt management 1s,
therefore. 1n agreement with the overail thrust of the recommenaanons ang has taken
chon in a numoer of areas to impiement improved controis ana increaseq management
vistoility. inciuded in the list of steps taken to srengtnen the intemai control structure at

IESC.Egypt are:

1. Selecrion and hiring of an expenenced. protessionas as Manager,

Admintstranon and Accounnng,

2. Design, introduction and training of accounting starf in imoroved,

1nternal [ESC Worksheets supporting eacn USAID Reimoursement
Reguest,

Elimination of delinquent backlog of USAID Reimbursement Reguests
froviding more timeiy collection of suppormng documentanion,
venrication, and processing,

L

4. Reducnion of active {ESC bank accounts from ergnt. Junng the maior
Foran of the audit penod. to the current three accounts thereoy providing
fmucn more visible ana ready compilations.

- Negonation with USAID and introaucnon of vastiv simpiiried and more
visidie (to both IESC. Egypt ana USAID) direct reumoursement or
-ESCEgypt orfice expenses on a monthly basis. This scraigne-forward
Fracuce is contrasted to tne compiex atlocation scneme tor these orfice
sxgenses in place dunng tne maror portion of the current auait cenod.

‘o

6. Introauction of the following montnly reports:

Month and vear to-date Income Statements 1USD and LE; -
not previously avatlable.

Month and year to-date Expense Anaivsis 1 USD and LE) -
itached as Exhibit A,

Month Expense Statement oy otfice tCairo ana Aiexanana, -
attachea as Exhibit 3.

A

.
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MANAGEMENT’S RESPONSE TO FINDINGS

FOR D_FROM OC
THROUGH DEC 3 99

2

The avaliability of these , currentiv manuaiy prepareg. spornts wiil greauy
faciiiate tne Fund Accountaoility Statement preparanon that proved 12 te so

cawi

lime censuming during this Audit.

“. Althougn not the subject of this audit . Suring the past six months . a compiete
re-suciunng and updanng or all IESC. Egypt empioyee siles was
accompiisined theredy assunng IESC. Egyvpt compiiance with GOE Lakor Law
recwrements. Updated . and revised Personai Service contracts. consisient
witn GOE Labor Law. have oeen preparea. cn a pro tono oasis oy 3 12aaing
Cairo 1aw otfice, an IESC client.

4

8. The requirement to handle cash in the iESC-Cairo office has been reduced
througn the introduction or VE/VEC per giem pavments by cnecks.

The new PC-based pay-roll system has oeen introduced . the aigonthms for tax
comzulnons nave been cernied by tne iESC. Egypt internai accounting and
audit firm and with appropnate GOE :ax authonines. A new. revised overnme
PRIV AUINONZAtION process has besn cesigned and introduced.

hed

:0. Improved secunty procedures for users. expanded virus detection sortware and
strengtaened physical secunty of haraware and software media have besn
instaied and starf members mained.

+ 1. Imzroved conrrols and increased visibiiity 1o the Accounts Receivabie status
have ce2n estaplished througn the introguction of an invoice Register System.
Zarivin 1592 . (ESCEzypt encaged the Cairo ofiics of 2 mator U.S. sccounting firm to
s2nduct 3 diennai internai auait of IESC.Egypr. Tke rindings of that intemai acait an
-ESC Euypt management comments were presentea 19 USAID. S ubseauenuy ,
Z5C Egypt rzzuestea a proposai from the accounuag 1irm 2o assist [ESCEuapt 1 tne
inrroduction ¢t 21 integrated . PC-based transaction unven. accountng and controt
system. A prozosai has been preparea in response to the {25C Euypt request,
ZSC.Egypt management has eiected to defer on imotemantanion of that Droposat
ranaing tne ccmolenon or the RIGA-?Price Waternouse aucit and Finai Reoornt

suolicanion,

«ESCEzypt management now proposes 1o recruit an iSSC “olunteer Sxecutive to come

10 Cairo to provide technical . managenal assistance ana waining to {[ESC. Euypt start
mamoers 1n an i25C groject designea ta signiticantly siwengtnan IESC-Egyptintema
. -

<CRIrols and S2veiop and implement sustainasie rasoiunicns i eacn of (s

Frcommenaaticns presented in the Price Waternouse Drart Reson. [t 15 anticipateg that

P
aw

I35 project 17211 c2n oe conaucted dunag Founa Quarzar. 592,

-ZSC.Eyypt management comments 1o the specific Price Waternouse racommendations

oad

{Silow 1n the czncuaing section of thase commants.

988
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO FINDINGS

FOR_THE PERIOD FROM OCTOBER 1, 1988
THROUGH DECEMBER 31, 1991

.

RECOMMENDATION 1

! «ESCEuypt siouid adapt an accounting system which meets LS. government
ccounning stanaards ana requirements. Speciricaily the roiiowing goais or opjectives
shoutd be acnievea:

- A uenerai ledger system should be deveioped to ensure that all
ransacnions are property accumuiated. classified. ana summanzea
iN the accounts. A proper system snouid segregate expenaitures
berween tocai and U.S.

-\ fiiing svstemn should be utilized which 1s designea soeciricaiiy for
{ESC's operanions that 1s documented. sufficiently controlied. ana
tracks documents or tiles througnout the transacnon process.

Praper autnonzations should be obuinea for all transacuons,

Accounnng personnel should receive adequate traning 1n order to
comolete tnewr assignea tasks etficienuy and effecnvery.

Accounnng ransactions shouid be properiv accumuiated ang
ciassified among account types ana buaget ting items.

[ESC/EGYPT COMMENTS
IESC.Ecypt management. of course. concurs witn the broaaiv stated obiectives above.

The most acpropnate design of the IESC.Egypt accounting system wiil be datermueq
Junng the reposea iESC technical assistance project descricea eariier.

RECOMMENDATION 2

IESC.Egypt snouid daveiop a formai doubie entry system of Jccounting or racetvables
'0 record agvances ana client receivaoles.
- Tzere shouid be in place control 1ecnniques which ensure that everv

tiiling 1s recorded. \We recommena that iESC use summary totais for

aii invoices 1ssued. These summary towis can be used as a oass for

companng with or accumulanng monthly sales totas for recoraing in the
2sscunung records. n the apsence of controis optainea througn tae use
£ muincooy rorms andror summary totals. the acccunning asoartment

heed

shoud review tne numencai sequence of invoices sravarea to aetarmine
"vnetner aii buiiings have been recervea or enry 1nto tne accounung recoras.
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MANAGEMENT’S RESPONSE TO FINDINGS

FOR_TH o ROM OCTO 1, 1988

OUGH DEC 31 991

[ESC/EGYPT COMMENTS

IESC.Egypt nas inroduced an invoice Reqister procegure to provide improvea controi
and visibuiity tor ciient receivaples. This proceaure. and the introguction of the use or
senaiized invoices in tne Alexanana office are docurnented in Exaubit C. to this reoort.
A current page from the Alexanana orfice invoice Reguster 1s inciuded as Exhibit D.
Furtner consideranon o this recommenaanon. inciuding the controis appropnate for
fracking per diem advances are incorporated in the tecnnical assistance project scope.

RECOMMENDATION 3

{ESC.Egypt shouid insure all significant assets aganst fire and thert. The possiviiity of
supstanuat loss 1f fire or other hazaras are not covered by insurance inciudes not oniy the
i0ss or assets out aiso the operatng iosses which may resuit from aisruption or

cperanions,

[ESC/ECYPT COMMENTS

[ESCEcypt management obviousiy is in compiete agreement with this recommenaation.
Apparently tnrougn oversigt, the current orfice equipment insurance poiicy. vand
througn August 27, 1992 was not proviaed to the Prics- Waternouse stafi duning rield
work In tne {ESC-Cairo otfice. A copy of this poiicy, issued bv Delta Insurance Co, is
aracned as ...mbit E. Current iimuts and coverages are under review to insure nmeiy
1ina appropnate renewavextenston of this poitcy or its repiacement. Also, semu-annual
reviews of dil insurance coverages nas oeen added 10 the IESC.Eypt management action

caiendar,

RECOMMENDATION 4

Empioyees snouid prevare time cards or other source documents “qicn shouid be
sviewea to determine that such documents are compiete and Nave ceen approvea by the

2Mployee s supervisor,

Betore payroil disbursements are made. the compieted pavroil rezister shouid te
feviewed ana approvea tn writing oy a responsible orficial who nas not parnc:oated in
the oayroll preparanon. This review may range rrom a detail chsck to a review for
Jenerai reasonavieness of the following:

- Names aopsanng on the vavrol ars authonzagd empiovess,

- Time worked Is evidenced by appropnate :me recoras.
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THROUGH DE R 3 91

- Amounts to be paid have been computed at authonzed rates.
- Computanons of gross pay, deductions and net Day are accurate.

- Paychecks agree wath the payroii register.

[ESCEGYPT COMMENTS
IESCEcypt management believes that effective controls ana procegures, apparentiy not
reviewea oy tne Price-Waternouse starf. are in piace in this area. Atached are tne

following representanve documents incorporated in the [ESC.Egypt payroii preparation,
vaiidanng and authonzanoen process:

- Ehibit F. - Monthiv Payroil Report crepared by Manager, Adminmistration
ind Accounnng ana approved by Director of Operanons.

[P

. Exhibit G. - Monthly Overtime Log and authonzation prepared by emplovee,
computed by Accounnng statf ang approvedsauthonzed by Director of

Opcranons.

. Exhibit H.- Periodic vacarion ( Annual Leave) RequesvApprovai document

Frepared by empiovee and approved by Director of Operations. Balance of
Annuai Leave 1s dispiaved ana annuai statements of remaining and earned
Annual Leave are prepared and provided to each empioyee.

(%]

da

- Exhibit L- Monthly Bonus Approvai Revpor listing all current montn
TINSAcnOns eaming conus pavments under the terms of the {ESC.Ezvpt
incennve Compensanon Program, crepared by empioyee, validated by
accounnng statf. ana authonzea-avproved by Director ot Operanons.

Personai absences for iiiness or other cuaiifying reasons are recorded in
individual personnei rilas.

The Drart Report correctiy states that 3 ime card system 1s not used bv
IESC.Egypt. [ESCEzypt management 1s sansiicd that current pracncss are
appropnate ana demonstrate gooa controts in the area of empioyee payments.
However. the specific rscommenaancn wiil be considered dunng the

planned tecnnicai assistance project.

RECOMMENDATION &

In order to :mprove intemnat acccunting controls surrounaing casn. we recommend that;

- Thé management strengthen the segregation of duties in this area.
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o)

+ All cash reminances received directly at IESC.Egypt should be listed
and restnenvely endorsed by an individual indepenaent of other casa
ana accounts recetvable funcrnions and then sent to accounnng. This list
shouid then be subsequentiy checked against the validated bank deposit
10 ensure that ail receipts were deposited on a nmeiy bass,

[ESCEGYPT COMMENTS

Again. [ESCEgypt management concurs with the objecnives of these recommendations.
Abiiity to segregate cuties in smail orgamzanons like IESC.Egypt 1s pracucaily limited.
A Regonal Director ana an Adminisqanve Assistant compnise the admunistrative and
accounnng starf in the IESC Alexandnia office, for example. The recent addition of the
professional Manager or Administranon and Accounnng 1n the Cairo office provides
new. practicai opportuniaies to srengtnen the segreganon or duties and this wiil be
pursued.

Pracnces relating to cash management will be included in the scope of the planned
tecnnical assistance erfort dunng Fourtn Quanter, 1992,

Fer the record, we are puzzied by the Price-Waterhouse comment that “no rormal
wniten approvai of banx reconciliations 1s evidencea” as monthly reponts, inciuding bank
staterment reconctiiarions, are reviewed and signed by the responsible Remonai Director
or Director of Operations,
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RPS

‘S RESPONSE TO FINDINGS

MANAGEMENT

INTERNATIONAL EXECUTIVE SERVICE CO
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ECEMBER 31

THROUGH DEC
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| 13
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«1-0fr0CE 30
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srace b3 )
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ST10wARY/OS 1 SUP 35
utrec 35
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RITNes - crrice 30
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21T 7 wvor _FEES (3]
CAL §ap/p800.0ECS 13
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JIP. MAINISNaNCE (34
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33
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0 00
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0 0o
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO FINDINGS
FOR THE PERIOD FROM OCTO 1988
THROUGH DECEMBER 31, 1991

EXHIBIT 8

JUNE 19¢2 EXPENSES ANALYSITS
LEST-LE ALEX-LE ‘CIAL L€ T21AL LE 1ESC-3 CROSS  101AL
SAlE=3.32 TATE=3.33  SHOUN [N LE SHOWN IN § IN LS CLRS

s LR

22,000.C0  12,650.40 7,650.00 29,300.40

n

vt .2.ll0.c0

«é,200.00 3.C0 :2,720.C3  12,450.80 7.550.00 29,300.60

3
1 J.c0 0.Cco 2.02 2.C0 +,€00.00 %,000.C9
3 2.Co 6,560.98 <, 540.58 1.496.27 10,856,511  12,3150.73
9 £.40.00 6,300.00  12,§70.C0 3,£85.54 3,885.5¢4
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s3 J.C0 0.co 3.2) ¢.20 2.C0
) ite.70 0.00 7.7 232,04 232.74
H J.co 0.00 3.¢2 0.22 0.00
49 3.00 0.00 0.00 0.9 0.09
"2 3.0 0.00 13.2 ?.74 e
Te 121.00 9.c0 21.21 €6.89 0.c0 v6.67
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR THE PERIOD FROM OCTOBER 1, 1988

THROUGH DECEMBER 31, 1991

EXHIBLT C.

NILEHILT.  TOMMERCIAL CENTER. CORNICHE EL NIL, CANIO, EGYPT
TEL. 757440, 9066 EXT. 22/22 1LX..92222 HILILS UN FAX' 7G0B74

-

7/
;

|

v \
T2 2. Noourk CROMe Lavid K. itonesld

| SUBJECT: INVOICDS AND 2ATE: larcn 4, 1392
ZUVOICLE PRACTICCS

Juring the recently ~zonducted audit Ly DPrice-Waterhouse the

—uquxrencnc for i1mproved discipline 1u our involcing practices was
ident:if:ed. I earlier (Januar 26, 1292) wrote to you reguesting tlie

-

immeuliace -ntr"auctlon in the Alexandrxa office of a uniform
IUVOICZ RIGISTE! I also requested a ccpy of thie Alexandria cffize
zdvorco R::ISTER as of January 20, 1992. I have not received vour
IHVOICZ REZGISTER so again request that you send, +via facsimile, Your
1992 year-to-date INVOICZ RCLGISTCR.

Thans#s.

¥OU a supply of pre-numperc:d and cerialized invoices
Ior your use. Che immediate intreoduction of thc~c serialiczecu liavoilge
sets will add <z cur invoice discipline and contrsl. Tliese
serxaliz2d involces are pre-printed with the present Cairo :lile
i1ilesn lstternead. I wish to :initiate use of “lcse serializer
inv-ices .-mediately in Alexandria so please destrey any
non-seria.lled lnvoice sets you nay have.

I’n sending to

Flease rsaview vcur requirements and the obiliv, =f wour lccal crinter
To grodfuce serialized, sre-printed invo.c? sets with the alexandria
-etternead. Ve can assist wWlth cur printer here in Cairo if vou
Tegulr2 zssistance. Thanks or vour hteip on tiiis macter.
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO PINDINGS
FOR P FROM OCTO 1988

UGH DEC ER_31 991

MLC LN CuMsrngiag CENTEN, cOonmcng ey ni, CANNY ey
TEL: 814440088 408 EaT 223 TLX: 02222 1iLTLS UN FAR: 2¢0n74

:Lavid i, ditziell

pe-4

10 2, McGurk ’ JRO

Stelcy: nvoren eGSR AU Jataey 26, Luyz
AND PROCLOLUNES

————

“ted cnanges that I how request that YOu lncorporate
perations in tha Alexandria Ol fjicae.

taverzse neororen
ﬁc:acueu 1S a cooy of the revised invoice Reuister o
Teccrzing ail invoices and tracking tlia disposition o
“e are usinu this in a8 manual mode now but woujid expecs to
ccnvers this to a PC-based application in the near fucure.
Please oseyin using this lnvoice Mewister 1o tor all

<o January !, 1992, I believe theo entrics are
self-ex;lanacory, however the following will Zorve as

clar:Zizatizn:

"luvoica Typer - lnitial Contritutiog
and Centrilution
3rd Contributijcn
4th Contribution

Total Contributizn SUSVE, nLLs,
2y
"lroject typetr - VE I'roject
GV Project
ANLE rorece

Bid uotLe

"Urza of Payment® - Checn
Casn

"Ziler Lisposition' - Lost, :iirplaced
Cancerled

coopunes
Guluelines must Le cbserved i cur invecicing

ices nmust te rrevared oy v Lrinz

i
@d ILSC iavoice

-
s,

“imitry and I have recently conducted a review of zur
SiNg practices and record keeping here jj Cairo and have

in

L eachi.
o]

Alexaniria-office initiatced invoices clfecctive, rotro actively,

uid
otes)
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
Fo FR o¢ 88

IHROUGH DECEMBER 31, 1991

3. 4l Invoices must ke accounted fer in the invoice
ilegister in the sawme Way in which all cheexs must Le
accounted. There will Le 1o M1SS1Ng invoice humpers
12 the Invoice Register sequnnce,

te Ziveoices will be amended or revised only uy cancelling
tie initially Prepared invoice and issuing a new invoice
2S anmended.

2 2xpec:t that “he Planned liuvoice leaister 1 arplicaticon wil:
sfrovide Us with reporting capawility to daisplay and print =te
tollowing data formacs:

a. Invoice legister
Z. Project Invoice listory
<. Cluen luvoices

2L vou wisn to add further data eicmencs S0 this avplicaticn or

additicnal reports, pPlease iet me linow or your reguiremencs.
Flease send me a cecpy of yeur Januavy 2y, {voea Lavolce
feglister. Many thanks.

e
\

N
Q
H

\

-~ -
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'S RESPONSE TO FIND
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FINDINGS

MANAGEMENT’S RESPONSE TO

INTERNATIONAL EXECUTIVE SERVICE CORPS
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INTERNAT IONAL EXECUTIVE SERVICE CORPS P A Y R 0 MUNTH:  MaRCH 1992
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1, 1988
OUGH DEC 3 9

{CsC-La et

EXHIBIT 6.
HONTIHLY OVERIIME REQUEST LOG

PREMIUM
! !
lame: Hf‘{fm« L‘.’._u‘, kacér' 5:00-8:30 & 15:30-18:00 0 1.25
"onEh: Ligvr oy crice - 19:C0 ~ 6:00 @ 1:50
o ieekends & Official holidays 9 2.00
lonthly Salary _= Dase

22 days x 7 hrs. ileurly Rate

7O UE CCHMPLLTCD DY.INDIVIDUAL CCHMPLLCTED U8Y ACCOUNTING

fCaCe Purpose Tine lours worked @
; . From 7o {1 of hrs, 1.25 1,50 2.00
i
! .
|'. " ‘.’c",'“”‘ AR Y ""“\‘~ [P R "‘g /O.:-D
! :
.' -1 " RS AR IR T N hIRY S.so
;:\;1_' ,Alrp.u} My vnewllin 3 3. 1. 30 Co Q?.SC 5. S0
! ONE— - - -
|12 2 e 7 33 Wiopg. .50 | S.so
A [LEns R wimserpg, | 3 20 fite | booe
sy | ' A
DG s mea, [ 2 | | 505 < <o
i +
1
| : |
f
| l
! |
| |
l'snenly Total TEXG Smo | Il oo 7.0
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1, 1988
T UG E 991

[ESC COMMENTS IN RESPONSE TO PRICE-WATERHOUSE DRAFT
REPORT - COMPLLANCE WTTH LAWS AND REGULATIONS - SUMMARY
AND STATUS OF 1989 RECOMMENDATIONS, JULY 21. 1992

«ESC-Egypt management has conducted an ininai review of the findings documented in
the reterencea Price- Waternouse Drart Repon oresented. in conserence, on July 22,1992,
‘Ve note, for the recora. that the section enntied "Report on Compiiance - Auait
Findings" was deletea from the Drast Report dunng the Julv 22, 1992 conferencs ast
ippearea. to PW management, to be redundant 1o the subsequent section entitied
‘Summary and Status or 1989 Recommenaanons *.

This IESC response 1s. therefore directed to the "Summarv and Status of [989
Recowmenaanons  section rfound on pages 50 througn 35, of the Draft Reporr.

A$ an infroductory statement IESC-Egypt management has and does consider a1f
-ecommendanions nising from e 989 Audit to be closea. Closure was estapiished

‘irougn two referencea communicanons:

1. Michael J. Nicholas, USAID Grant Officer 10 R. Jerry Hargnt, [ESC
dated 26 A=ni, 1989.
and

2. R.Jerry Haremm, [ESC Director of Operanons 1o Michael J. Nichoras
dated June 5. [989.

Capies of these docurments are on rile in the IESC Cairo offices and were maae avatiable
3 PW starf. There1s zo recora of subsequent corresponaence, discussion, ImguIngs. erc.
svalable in iESC-Eqypt riles.

This lenter documents current IESC-Egypt management comments to those 1989
Recommenaanions not consiaerea cioseq in tne PV Drart Report aatea July 2!, ;392

Recommendations No, I(a), I(b) and i)

These three recommenaations were conuined in the RIG. A/ Cairo lenter from F.A.
Xalhammer o D/USAiD. Ecypt. Marshail D. Brown dated Apnl 16, 1589 ana were not
szecificaily presentes 15 [ESC. Censequentty, there nas been no {ESC response required
13 Incse three recomrzeTaatons are summanzed in the suosequent LSAID.1ESC
sirrespondence refersmced above. No furtner IESC-E¢ypt comments are orfsr=a at nis

ume.
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO FINDINGS
FOR PERIO ROM OCTOBER 1, 1988

THROUGH DECEMBER 32, 1991

h) NNO.A;

"[ESCEgypt shouid resubmut its new grant proposai in such a way to allow for full
disclosure of detasicd cost items. IESC.Egypt may wish to follow the moaei siown n
Appenaix i (page 36 of this report). A clear aefinition should be given to eacn cost itemn.
USAID.Egypt snouid discuss and agree the new grant proposai on a line by line basis.”

2 - W

The budget 1s broxen down by program. Line-by-line companson was not made to allow
for rull disciosure of detaiied cost items.

[ESC COMMENTS
[ESC considers this recommendation closed.

Althougn [ESC buaget proposais are not presented to USAID Project and Contracts
fmanagement In tne ¢xact fermat idenntied in Appendix | to the 1989 Auan Revort. the
<nticai data eiements for project activity, project expenses ana IESC-Euypt Office
¢xpenses nave ceen and are presented by IESC in all proposais. A review or the most
recent iESC budger proposai. dated Novemoer 6, 1991 (within the scope of the current

f 3udit erfort) indicazes the iever of disclosure of detailed cost 1tems and pianning
assumpnons. A copy of this iESC-prepared proposal is attacned as Exhibit A. This
FTOCESS NAs €voivea over the tast severai vears and has successruily servea the
requirements of [ESC and USAID Project, Contracts and Program management ana starf

in successrully conciuding:

1. Modiricanon No.cs to Co-operanve Agreement No.263-0102-A-00-9003-60
Jatea Feoruary id, 1991,

2. USAID Prorect Pazer 263-0226 approved by USAID-Egypt, May, i591

3. Modiricaron No.G7 to Co-operanive Agreement No,263-0102-A-00-9003-00
datea January i, 1592,
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR THE PERIOD FROM OCTOB 1988

THROUGH DECEMBER 31, 1991

hj NN

"[ESCEgypt should establish a formal and clear policy with regard to estabiishing the
amounts of client conmbunons. This poticy shouid take into consideranion the duration
of the project so that the conmibution per day snouid be the same for most ciients.

92 - jce-Wa

IESCEzypr has continued to base client conmbunions on negonated amounts with little
Qr no reiation to the ciients' gross or net income.

IESC COMMENTS
[ESC considers this recommendation closed.

|ESC worid-wide. and IESC/Egypt, speciticaily, have established and documenteq clear
poitcies with regard to estaolishing the amounts of client contmbunons. The current,
IESCEgypt poiicy and guideline. aatea January 5. 1992 is artacned 1o this resort and
idennried as Exnibit 'B'. These quidelines ana policies have ceen reviewea ana accepted
by USAID Project Management and incorporated in all IESC budget proposais ana
resuiting Agreement Modifications,

The recommendation presented in the 1989 audit report that ‘contriburions cer day
should be tne same ror most clients’ was ludged to be inanpropnate in the onginai IESC
response in June, 1989 and the [ESC rationaie presented tn tne onginai, 1989 [ESC
response remauns vaiid in Jjulv, 1992,
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR THE PERIOD FROM OCTOBER 1, 1988
THROUGH DECEMBER 31, 1991

4)

RECOMMENDATION NQ, E;

“"TESCEgypt should establish a formal procedure 1o govern the transter of funds to
IESC'Stamrord. Transiers made showd be supportea by reasonaple documentanon to

nd - ice-War

Traasters 1o Stamford are based on current cash availability of cash with no regard to
billing from the home orfice.

IESCEgypt mainuins. in its Cairo offices. suppornng documentation for each
Reimbursernent Request submined to USAID for reimbursement or expenaitures by
IESC. in the United States, in direct support of the [ESC-Egypt program acawvity. Each
{ESC budgetarv Proposal accepted by USAID dunng the penod of the current audit has
provided clea. .dennfication of the expendieures to be made 1n the United States and the
basis tacrual or atlocanon) on which those expenditures will subsequentiy be reimoursed

by USAID under the terms of the Co-operanve Agreement.

To iink these questions of legitimacy and supportability to IESC's internai cash
management practices 18. in IESCEgypt management's opinion. napprocate.
IESC.Egypt cash transter practices are consistent with world-wide iESC poiiey and
pracnce to maintain overseas bank balances at minimum levels requirea to support local
operations and projected. near-term 160 to 90 day) expenditurss, A monthly cash
management outlooking process 1s employed to sansrv this objective,

- 1
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MANAGEMENT’S RESPONSE TO FINDINGS
FOR THE PERIOD FROM OCTO 1, 1988

THROUGH DECEMBER 31, 1991

A] NN

"We recommend that per diem calculations do not inciude the departure day."

July 1992 Status - reporied by Price-Waterhouse

IESC does not pay perdiemn for the departure day, However, [ESC Egypt does pay
peraiem for the amval date.

Per discussion with the Country Director. it is understood that out-of-pocket costs
reianng to the amval date are paid for in Stamford reswinng 1n an esnmatea over billing
to USAID of LE 47.000 (235 compieted projects x 200 LE = LE +7.060)

IESC COMMENTS

IESC'Egypt has requested clanification of [ESC Headquarters practices and wiil resolve
this apparent over biiling at the ttme of presentation, to IESC, of the Final Auait Repon.
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MANAGEMENT'’S RESPONSE TO PINDINGS
FO PERJIO R oCcTO 988
THROUGH DECEMBEFR 3 91

“To maximuze return on runds we recommena that {ESC. Egypt should take necessary
steps in oraer to:

- Open more than one Type of bank account in oraer 1o maximize the interest
camed on available funds rather tnan keeping aii of the runds in current
accounts that earn no interest,

- Develop a cash planning system 1n order 1o forecast future cash inflow and
curtlow rransacnions on a monthly basis."

[ESC COMMENTS

[ESC supparts this recommendation,

IESCEgypt has reviewed this recommendarion again and has immediatelv authorized
the esablishment or an interest-beaning account for its U.S. Dallar funds heid in an

wiii be }encwed further by IESC-Egypt. A finai resolution of this option will be
idennfied at the presentanion, to [ESC. Egype, of the Final Audit Report.

In addition to this recent steo, [ESC. Egypt has, duning the past rweive montns, reduced
from eght 10 tnree tne number of active bani accounts, thereoy providing increased
vistotiity ana managemens oversight of appropnate balances 1n tnese iocal accounts,
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INTERNATIONAL EXECUTIVE SERVICE CORPS 'EXHIBIT A.'

NILE H#ILTOM COMMERCIAL CENTER, CORNICHE €L NiL, CAIRO. EGYPT
TEL. 787-444/788 488 EXT. 22/23 TLX: 02222 WILTLS UN FAX- 760874

Novemper 6, 5391

1s. Beth Paige

Contracting Officer

U.S. agency for Internatiocnal Development
Cairo Canter

Cairo.

SUBJECT: Extension of Co-operative Agreement
No.263-0102~A-00-9003~00

Cear Zeth,

As we nave been discussing during the past several months and
confirmed during our meeting in your orffices on ovemoer 4.
1991, I have prepared the attiched preposal for the extension
of Co-operative Agreement !0.263-0102-A=00-9003-00 from
Octocer 31, 1991 to Hovemper L, 1992.

It is our objective to establish all future Cc-operative
Agreenent terms on a calendar Yyear basis to maintain )
consistency with all other internal IESC budgeting and planning

hor:zcons.

As docunented in my letter dated Septemper 11, 1291 addressed to
dr. Orion Yeandel, Grant Officer, and reviewed .1 our meecing
on lovemper 4, 1991, this proposed extension .;icorporates the
follcwing revisions to the Co-operative Agreement Cost Elements:

1. Renaming the cost element Regular (VEP) 2ad Trade and
Investment Service (TIS) as VE Frojects.

2. Consolidation of Cost Elements f£zr the Trade Enhancement
Program (TEP) and JSoint VYenture Search (°WS) into a USVE

Cost Element.

3 Consolidation of Information Research (A3LEI) and Quot:ing
Service (QS) into an Informaticn Services Coast Zlement.

+. Introduction of a new Cost Element, Egyct Cffice .
Expenses, to be reimpursed by USAID on a monthly basx;
reflecting actual expenditures in the prisr month rather

than the previous practice of allocating <nese expenses
to eacn project completicn.

5. Retention of the Capital Equipnent, Ccnsulzing Services
Cost Zlement t2 maintain visicillity on Tnis cazegory cf

-

IESC spending.
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MANAGEMENT’S RESPONSE TO PINDINGS

FOR THE PERIND FROM OCTOBER 1, 1988
THROUGH DECEMBER 31, 1991

The proposed spending for the period !lovember !, 199] o
lovemper 1, 1992 is attached as Exhibit 1. Also included, zo
assist in your review of this proposal are the rollowing
supporting Exhibits:

Exhibit 2 - PNOJECT ACTIVITY PLAN

Sxhibit 3 =~ PLANNING FACTORS - VE PROJECTS

Exhibit 4 -~ PLAGNING FACTORS - USVE PROJECTS
Exhibit 5 =~ PLANNING FACTORS - INFORMATION SERVICES
Exhibit 6 -~ STAFFING SUMMARY

Exhibit 7 EGYFT OFFICE EXPENSES

and
CAPITAL EQUIPMENT AND CONSULTING SERVICES

A backlog of unreimbursed IESC expenditures in support of
projects completed prior to November 1, 1991 exists. This
reinoursement backlog is reflected in the attacned Exhibit 3,
US Dollar Summary and Exhibit 9, LE Summary. These Exhibits
also present the Cost Element and total USAID share for the
Co-operative Agreement restated to reflect “he extension

requested at this tima.

AS you know, IESC has suspended submission of Feinpursement
Requests for Egyptian Pound (LE) expenditures awaiting this
extension of the Co-operative Agreement. We will very nucn
appreciate an early raeview and acceptance of our attached

proposal.
Thank you for your assistance.
Cordially,
/. ~,
/LA//(%Z'M
Cavid XK. Mitchell

Cirectcr of Operations
IESC-EGYPT

TS: Fcbert Xirk, Froject Officer
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR TH ERIOD FROM OCTO 1, 1988

THROUGH DEC 3

EXHIBIT *

COOPERATIVE AGREEMENT EXTENSION FROPOSAL
LZOVEMBER 5. 1991

FINANCIAL SUMMARY

11/1/91 - 11/1/92

YvE FROJECTS $1,032,660 LEl1,012,250
USVE PROJECTS S +6,176 -
INFORMATION SERVICES S 22,380 -
ZGYPT OFFICE EXPENSES $ 243,655 ’LEl,1:9,173
CAPITAL EQUIPMENT S 75,000 LE 148,900
COMSULTING SERVICES

TOTAL USAID REINMBURSEMENT $1,+29,871 LE2,590,428
IESC CONTRIZUTION $2,459,610 -

VMOTE: USD1.CO0 = LE3.J0
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO PINDINGS
FOR_THE PERIOD FROM OCTOBER 1, 1988

THROUG 3 99
EXIIBIT 2

COOPERATIVE AGREEMENT EXTENSION PROPOSAL
NOVEMBER 6, 1991

PROJECT ACTIVITY PLAN
11/1/91 - 11/1/92

PROJECL COMPLETIONS

VE 90
USVE i6
INFORMATION SERVICES 20
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INTERNATIONAL EXECUTIVE
SERVICE CORP
FgmGBHENT’ S RESPONSE TO FPINDINGS °
R_THE PERIOD FROM OCTOBER 1, 1988

THROUGH DECE 3 991

EXUIBIT 3

COOPERATIVE AGREEMENT EXTENSION PROPOSAL
HOVEMBER 6, 1991

PLANNING FACTORS

11/1/91 = 11/1/92
VE_PROJECTS
AVERAGE DURATION 55 CAYS
VEC RATE 0%
PROJECT EXPENSES
AIR FARE $7650
RECRUITING 2220
FIELD SUPPORT aze
EN ROUTE 355
USD TOTAL $ITa:+
“EC HGTEL LE13723
EC PER DIEM 1212299
LE TOTAL LzzTi02
£ESS CLIENT CONTRIEUTION (LT 3157)
USAID REINBURSEMEN LI17218

L)
i
"

)
L)
)
0

ZESC CONHTRIBUTION
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INTERNATIONAL EXECUTIVE SERVICE C
ORPS
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IHROUGH DECEMBER 31, 1991

I

EXHIBIT 4

COOPERATIVE AGREEMENT EXTENSION PROPOSAL
HOVEMBER 6, 1991

PLANNING FACTORS

USVE PROJECTS 11/1/91 = 11/1/92
“SVE COORDIMNATION $1000
FIELD SUPPORT 923
FECRUITING 826
USVE ZXPENSES 1388
T2TAL PROJECT COSTS $4137

12581

ZI8S CLIENT CONTRIEBUTION

CSAID REIMBURSEMENT
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPONSE TO FINDINGS
FOR PERIOD FROM OC 1 988

THROUGH DECEMBER 31, 1991

EXHIBIT S
CCOPERATIVE AGREEMENT EXTENSION EROPCSAL
JdOVEMBER 6., 1991
' JLANNING FACIORS
! INFORMATICH SERVICES
| 1171/91 - 11 °1/02
: CCMPLETICH
ABLE 5
2ID QUCTES =
TOTAL 22
PLANNING FACT2PS
KRESZARCH CCSTS $ol8s
AIR CSURIZR CosT 3 L2
ACUINISTRATIVE COHTRIZUTISN S
TCTAL REFORT CCIST SIZE3
LISS CLIZNHT COUTRIZLTICH 1o
USAID REIIMNBURSEZMENT EDE-I-
REPORT CZCZT ST [Ty
ABLZ SZsl0 2073 373
3I0 JUSTE 3 22 P} R
CoHUPCSITE ERE oL T-
CLIENT CTNTRIBUTIC! == vs2 »T
ABLZ 224200 ER et T2 i2Zs
212 U7 jep-D P ::Ts ZZ Jil
: cCoHPCElTE IlC52
| |
l
======!============-u==-l-:-=-=-=u==--::--------:-=-----n---=
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MANAGEMENT’S RESPONSE TO FINDINGS °

P

THROUG

COOPERATIVE AGREEMENT EXTENSION PROPOSAL

OM_OC
3

EXHIBIT 7

JOVEMBER b6, 1991

I3YPT _QFFICE ESXDPENSES

- o
a3

HOUSING ALLCWANCES
SUBSISTENCE, PER DIEM
LOCAL TRANSPORTATICH
US TRAVEL

INSURANCE, STCRAGZ

_CCAaL IMPLOYEE CCSTS

217191 <o

$132,552

$ 46,790
$ 25,980

8
9
tro1r92
LE 69,600

LE235,125
LE 96,300
LE 6,800

LE316,+70

SFFICE RENT, MAINTENANCE $ 35,333 LE 26,650
CMMUNICATIONS - LE120,633

OFFICE SUPPLIZS - LE 39,850
MEETINGS, CONF/MENBERSHIPS $ 3,000 LE 69,C00
OTHER nd LE 48,259
TOTAL ZGYPT CrFICE $243.5655 221,129,178

s 78,000 LI 148,¢%200

CAPITAL

CTUSULTIC
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MANAGEMENT'’S RESPONSE TO FINDINGS

FOR _THE PERIOD FROM OCTOBER 1, 1988
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!‘L'i.,, MILE WILTON COMMERCIAL CENTER, COANICHE EL NIL, CAIRQ. EQYPT M
\\v' TEL: 187.444/708-006 EAT. 32/23:TLX: 92232 HILTLS UN FAX- 740874
/
ey
T0: R. McGurk I'nor: bLavid K. !Mitcliell

R.B. Tara

H, Nabhan

T. !labhan

K. Radwan

H. llawar DATE: January 5, 1992

SUBJECT: CLICNT CONTRIDUTION
1992 GUIDELINES

I ¥now we‘re all familiar with IESC policy relating to Client
Contrikutions. That basic policy states:

"The fundamental contribution policy is that Client
contributicns should be based on:

1. Value of IESC services to the Client

2. Client’s ability to pay

J. Conctribution that project will make to
development of private sector."”

In addition to this world-wide IESC policy, we’ve developed
furcher, Egypt-srecific, considerations in establishing
appropriate client contributions. lIncluded are the following:

1. Insure to the best of our ability, fair
and equitable treatment for each cf our
clients.

2. Pececanice clienc’s cencribution to the shared IESC/
USAID development objectives in Laypt.

a.) Increase employment cgpportunities.
b.) Increase export ol layptian gocds and services.
.

Inprove foreign exchiange kalances throuan

increased tourism 1ncome.
d,} lecrease Egyptian dependance upon imporcted

joo0ds.
e.) Strengthen rural development efforts through

desert reclamation to agricultural use and the
resulting export of tgyptian produce.

3. Zznsistent with USAID Ezypt !ission initiatives
angd pricrities.

tery of ISSC./Client relationship in terms of
710Uus projects, saume VL reguests, etc.

His
cre

-M
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THROUGH DECEMBER 3 991

"

> believe we must continue, curing 1292, to maintain a high
ilevel of responsiveness to the Cdyptian private sector cliencs
<@ serve. I encourage us to search out umbrella organizations,
_ike the Alexandria Businessmen’s Association’s Small and
!leaium Scale Enterprise Prolect that can reacn and serve the
micro enterprises that we usually cannot serve on an individual

basis.

I’'m sensitive to the direct ralationship between Client
Csntribution and Projects Manager compensation and our desire
o maintain client contributions at increasing levels to
reflect Inflationary pressures on lESC costs. liowever, I
believe we all agree that increasing client contributions is
not an end cbjective.....successful projects ftor deserving

Zgyptian private sector organizations is our shared objerctive.
Let’s continue to work together to search out those deserving
clients and then let’s insure that the requested client
contributions reflect our cpjectives.,

frojects and Programs Managers nust continue to present
specific client contribution commitments to clients only after

agreement is reached with the responsible Regional Director or
the Directer =f Operations.

With this bacxground, the atzached Client Contribvuticn
Guidelines fcr 1992 are provided [or your implenmentaticn.
welcome ail ccmments on this subject.

I'd

¢! A.2. Hnewltsn
irk, USAID
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT’S RESPONSE TO FINDINGS
FOR_THE PERIOD FROM OCTO 1, 1988

THROUGH DECEMBER 3 1991

CSLICHT CCHTRIBUTION GULDELINES - JANUARY, 1992

SIZGULAR PPOJCCIS:

laltias Honcn - LE 6000 %o L 1zopu
Average LZ 3500
If belew LZ 6000 +:
Frior %o presentn:z:
LE S000 to LE nuLy
Average LE 6000

scuss with D. K. Mitchell
cn to clienec.

Subsequent !lonths

SIAGHNOSTIC PROJCCIS:
JW0 Weers - LE 5000 to LE Tooo
Average LE 6000
Fach subsequent :nayx at LC Zooo
HO VE SProust runprp

2ISSYBACK PROJLCCTS:
-hitias !lonth - If arranged AFIUR :nitial rroiect started
in Egypt - no cinrnge in either Project clie.t
contr:ibution, i.2. same as criginal regular
projects.

- If arranged BEr'CRC initial rroject started in
Eaypt, MOLEST (i.:. no more =han LE 500) reducrtic
in ciient czZntr:zucion for 22ch involved project.

- If pigayback teo, {rom another country - no change
in Egypt client zcnecribucicn.

Subsequent months - Same as Fegular frojects.

LSVE PROJCZTS - Cne~tire toral sliane centrituticn of at least
aSel FhMWILeeS Wil
L2 2500. Favmenc :n full con signing.
USVE provects nust te bounded in time fer
completicn and -3y not be cren-ended.
AELE sTUDY - Basic, i0-hr. Stusv - LL 3000
e —————— . . . |
Each additicnal .'-nrs. - tp 500
Fayment, in full, -n sianing, includes air-courie
charge for study deilvery.
210 2UOTACIZNM Zach SET of threes =uotations - Lz 1500
== SZOTATIOH Y :

Fayrent, in tull, :n sizaing.

fafv .d entire coniribution :¢ tESC is unacle
“2 rdeliver at !lza thiree proctorma invoice
guotaticns.

cs=: Torss
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'’S RESPGNSE TO FINDINGS
FOR _TH RIOD FROM OCTO 1, 1988
THROUGH DEC R 31, 1991

'EXHIBIT C.'

INTEANATIONAL EXECUTIVE SERVICE CORPS

WLE #UTON CCMMEACIAL CENTER. CORNICNE EL NIL. CAIAQ EGYRT
SEL TE7-44ar788 448 EAT 22/23 TLX' 32222 MILTLS UN FAX Tede7e

-uly 22,1992

Ms. Aida E] Secheimy

Assistan: General Manacer
Commercial Internatonat Bank
Nile Tewer Building

2123 Giza Street

Giza, Egypt.

Dear Ms. Aida.

This lenter confirms our discussions today in which [ autnonzed C!IB to conven our L.S. Dollar
account 1 Account ~No.u4-60-35618-5) 1o an interest-neanng account.

it is my understanding that the foilowing provisions appry 1o this newiv autnorized faciiity:

L. interest wiil be computed daily based uoon the average daliy taiance in
iie account (minimum balance o $5000.00 appues..

2. iaterest wiil be earmed at the datiy CIB “call rate’ which can ce ad:usted
Zaily based upon the London Inter-pank cail rate,

:nterest will be credited to our account each montn on the twentv-sixth 1 25th)
2f the month. initiai interest pavments on the IESC 2ccount wul thererore ce
creaited on August 26, 1992 for tne penod July 23, 1592 througn August 28, 1592,

[ 2]

- thank you for vour assistance in this mauer.

Cordiaiiy,

.
Qi Witz

David X. Mitchell
Director of Operations
IESC-EGYPT

x& o R Dimiery
T.A. Brown
R. Proven
W, Biejer
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Auditor’s Response

General

All the questioned costs/recommendations contained in this report
were discussed with the TESC/Egypt management during the course of
audit fieldwork. Additionally, a draft report was supplied on July
22, 1992; copies of our workpapers, relating to the questioned
costs where IESC/Egypt management requested additional information
were delivered on July 23 and all questioned costs and
recommendations were discussed with Ragai Dimitry, Financial
Manager of IESC, Egypt, on July 30, 1992.

Our responses below address IESC/Egypt management responses only
relating to those situations where we believe additional
information or clarification is warranted.

FUND ACCOUNTABILITY STATEMENT

Item 14 - Egytrans

Based upon the letter received from IESC/Egypt as part of its
management response, which documents USAID approval for amounts
paid Egyptrans, our position for questioning the total amount of LE
256,900 is changed. However, our finding additionally noted that
LE 188,140 was not supported. Management has supplied us with
support for LE 85,000 leaving LE 103,140 as unsupported.
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Item 24 - Housing Expenditures

Management’s response is noted but we believe it does not affect
the validity of our recommendation. It should be noted that the
majority of the so-called "avoided costs" as cited by management
are personal in nature (eg domestic staff costs) and,
consequently, not allowable.

Item 6 - Entertainment Expenditures

This expenditure represents welcoming and farewell functions for
IESC/Egypt volunteers and includes expenditures for such items as
alcoholic beverages and other items of an entertainment type

hature. Additionally, these costs are in our opinion not allowable

since they do not pass the "reasonableness" standard as discussed
in OMB Circular No. A-122, Attachment A.

Item 21 = Time Magazine/Yellow Pages

In our opinion, these expenditures are not program-reiated and are
of the type which would require advance USAID approval.

INTERNAL CONTROL STRUCTURE

Recommendation 3

After receipt and review of the current office equipment insurance
policy, which was not locatable at the time of our field work, we
concur with IESC/Egypt management. Accordingly, this
recommendation has been removed ‘from the report.
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Recommendation ¢

The additional procedures implemented by management occurred in
1992 which is subsequent to the period under audit. Further, we
continue to believe that time cards are 4 necessary internal
control enhancement and will provide necessary supporting
documentation for payroll and payroll related costs.

COMPLIANCE WITH LAWS AND REGULATIONS

Recommendation No. A

The IESC/Egypt budget is broken down into one program account
(VE/TIS) and two other budget categories (Egypt Office Expenses and
Capital Equipment Consulting Services).

We recommend that the program account be segregated into its
detailed cost components similar to how IESC/Egypt reports
expenditures to their home office (see Exhibit A of Managements
response on the Internal Control System) .

Recommendation No. D

IESC/Egypt’s policy with regard to establishing the amount of
client contributions does not consider any client income factors or
ability to pay as recommended in the prior audit report. Further,
IESC/Egypt management may approve any client contribution amount
without obtaining USAID approval in advance.1l
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INTERNATIONAL EXECUTIVE SERVICE CORPS.
GRANT PROPOSAL MODEL
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MEMORANDUM

TO: Philippe A. Darcy, RIG/A fb r4}L%L)

FROM: Beth S. Paige, DIR/CS/@W

DATE: November 3, 1992

SUBJ: Draft Audit of International Executive Service Corps
Related to Local Expenditures Incurred under Cooperative
Agreement No. 263-0102-A-00-9003-00.

I have reviewed the subject draft audit report and only
have one comment at this time. Page 17 of the draft audit report
states

"The rental rates charged (approximately $50 a day)
exceed the maximum amounts allowable of $14,800 per USAID
contractors handbook..."

The contractor's handbook contains information taken from
the sStandardized Regulations which apply to U.S. Government
Contractors. These regulations DO NOT apply to grantees or
recipients under Handbook 13. In practice, we use the Standardized
Regulations as GUIDANCE in determining costs to be fair and
reasonable; however, grantees and recipients are not subject to
these limits.

DIR/CS/LTR/ <13 cor s

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
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U.S. Ambassador to Egypt
Mission Director, USAID/Eq:pt

Assistant Administrator for Bureau
for Near East, AA/NE

Associate Administrator for
Finance and Administra:ion, AA/FA

Associ~te Administrator for
Operations, AA/0PS

Office of Press Relations, XA/PR
Office of Financial Management, FA/FM
Bureau for Legislative Affairs, LEG
Office of the General Counsel, GC
Country Desk

POL/CDIE/DI, Acquisitions

FA/MCS

IG

AIG/A

IG/A/PSA

IG/A/PPO

IG/LC

I1G/1

IG/RM/C&R

Other RIG/A's

APPENDIX G

No. of Copies

1l
5

R L e o SR

1l each

, 0\

[

\



