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

November 15, 1992 

MEMORANDUM FOR D USAID/Egypt, ,enry H. Bassford 

FROM RIG/A/C,? arcy 

SUBJECT: Audit of International Executive Service Corp's Related to LocalExpenditures 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 financialaudit of International Executive Service Corps' local(IESC) expenditures incurred onCooperative Agreements relating to USAID/Egypt projects. IESC is a nonprofit organizationwhich provides short-term, client specific, technical transfer services to a broad range
for the benefit of Egyptian private business. 

ofbusiness areas 

We engaged Price Waterhouse to perform a financial audit IESC's incurredof locallyexpenditures in Egyptian Pounds and U. S. Dollars of LE 6,795,844 and $67,558 respectivelyfor the period October 1, 1988 to December 31, 1991. The purpose of the audit was to evaluatethe propriety of costs incurred during this period. In performing the audit, Price Waterhouseevaluated IESC's internal controls and compliance with laws,applicable regulations andagreement terms as necessary in forming an opinion regarding the Fund Accountability
Statement. 

Price Waterhouse questioned $230,304 in costs billed to A.I.D. by IESC. The questioned costsinclude billing amounts conisidered as bad debts, entertainment expenses, magazine subscription,permanent status executives living in hotel suites and costs lacking adequate suppo'rtingdocumentation. Price Waterhouse noted material weaknesses in IESC's internal controls suchas inadequate accounting system which meets U. S. government accounting standards andrequirement, . Finally, Price Waterhouse noted no instances of material noncompliance withapplicable 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 BuildingAPO AE 09839-4902 357-3909 Garden City, Egypt 



IESC management response on the questioned cost findings was partial, including the discussionof five of the total 25 findings because of time constraints. IESC agreed to investigate furtherwith its home office one questioned cost item and disagreed with the other four findings theycommented on. Management provided clarification and additional documentation, but did notfurnish additional evidence which persuaded Price Waterhouse to change their findings. 

Recommendation No. 1: We recommend that USAID/Egypt resolve questioned costsof $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 followup system. Until we are advised of USAID/Egypt's determination regarding the questionedcosts, Recommendation No. I is considered unresolved. This recommendation can be resolvedwhen we receive the Mission's formal determination as to the amounts sustained or not sustainedand can be closed when any amounts determined to be owned to A.I.D. are paid by IESC. 

Reconmmendation No. 2: We recommend that USAID/Egypt require IESC toaddress the inadequate internal control procedures over their accounting system asnoted in the audit report on pages 22 through 28. 

This recommendation will be included in the Inspector General's audit recommendation follow­up system. This recommendation can be resolved when the Mission provides our office witha copy of its request that IESC address its internal control weaknesses. can The recommendationbe 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 therecommendations. 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. 2 63-0102-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.
 

Backg~round
 

IESC is 	a private nonprofit organization founded in 1964
 
and headquartered in Stamford, Connecticut. 
Its 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. 
 IESC'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. 
All 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. All
 
expenses of the Alexandria office are billed to the Cairo
 
office.
 

IESC/Egypt is managed by a volunteer expatriate 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. 2 63-0102-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 
ill 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
 
chat included local expenditures are as follows:
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The Volunteer Executive and Trade and Investment Services
oEMsams 

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 Auditing 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.
 

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 regulations.
 

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.
 

Compliance with Agreement terms and aP~licable laws and
 
regulations:
 

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. 
One 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 management was in agreenent 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.
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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 recommendaticqs, 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.
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REPORT OF INEPENDENT 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

incuxred 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. 
Our
 
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 AugitinlQStandards, 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
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evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for
 
,'7r opinion.
 

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 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
 



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-O0 
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.
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 

FUND ACCOUNTABILITY STATEMENT
 
FOR THE PERIOD FROM OCTOBER 1, 1988 THROUGH DECEMBER 31, 
1991
 

Actual 
 Ouestioned Costs 
 Audit
Expenditures 
 Ineligible Unsupported Findings
(Note 2) (Note 5) 
 (Note 5) Reference
 

VE/TIS program 
 $ 2,452,065 
 $ 91,548 $ 138,756 Pages 14-18
 

See accompanying notes to the fund accountability statement
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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 OF 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 IRATE:
 

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.
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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. 
Costs 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 regulations. 
 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.
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INTERNATIONAL EXECUTIVE SERVICE CORPS.
 
FUND ACCOUNTABILITY STATEMENT
 

AUDIT FINDINGS
 

Our audit procedures identified the following invoiced direct
 
costs that are ineligible or unsupported:
 

Item Description 

Questioned Costs
 

Ineligible Unsupported 

Over billing due to 
an incorrect calculation of 
client contributions for 
project 1939-Emeco Travel 

$ 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. 

$ 2,435 

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

1,825 

Amounts paid to employee 
in January and June 1990 
for which no signed receipt slip 
was available. 199 

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

5,281 
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Item Descrition 

Ouestioned Costs
 

Ineliig le 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
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Item Description 


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. 


Questioned Costs
 

Ineligible Unsupnorted
 

$ 1,136
 

36,189
 

1,935
 

$ 768 3,133
 

3,465
 

3,551
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Item Description 


Amount represents miscellaneous
 
items that are ineligible and/or
 
unsupported. 


Tips are unallowable per OMB
 
Circular No. A-122 


Payments for Time magazine
 
and Yellow Pages which is
 
unallowable per OMB
 
Circular No. A-122
 
Attachment B, #1. 


1990 Golf club membership 


Purchase of personal household
 
appliances. 


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 amoui..a allowable
 
of $ 14,800 per USAID contractors
 
handbook for a two person dwelling.
 
Amount questioned is estimated. 


Ouestioned Costs
 

Inliibl Unsupported
 

$ 5,608 
 $ 1,566
 

121
 

2,913
 

401
 

232
 

33,000
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Item Descri t__io 
 ouestioned Costs
 

Iflicrible Unsunnorted
 

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. 
 $ 16,491 

Total questioned costs 
 $ 91,548 $ 138,756
 

$ 230 304 
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REPORT ON INTERNAL 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. 2 63-0102-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 plan and perform the audit to
 
obtain reasonable assurance about whether the fund
 
accountability statement is free of material
 
misstatement.
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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 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.
 

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. 
In 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
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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 irregularities 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, payroll,

and fixed asset procurement. 
For these internal control
 
structure categories cited, we obtained an understanding

of the design of relevant policies 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:
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REPORTABLE CONDITIONS
 

The IESC/Egypt accounting system contains weaknesses
 
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. 
In
 
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.
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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 accountabi?oity
 
statement.
 

Recommendation I
 

IESC/Egypt should adopt an accounting system which meets 
U.S. 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.
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Accounting transactions should be properly
 
accumulated and classified among account types and
 
budget line items.
 

IESC accounts receivable system contains several
 
weaknesses related to management's ability to identify,

quantity, and control receivables. 
In 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 acctilating

monthly sales totals for recording in the accounting
 
records. 
In the absence of controls obtained
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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.
 

* **** 

Recommendation 3
 

This recommendation was deleted based on our review of

the current insurance policy, which was not locatable at

the time of our field work, provided with the management
 
responses.
 

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.
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Recommendation 4
 

Employees should prepare time cards or other source
 
documents which should be reviewed 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 should 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.
 

Internal accounting controls surrounding cash should be
 
strengthened. Specifically, we noted:
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0
 
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 5
 

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.
 

***** 
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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.
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4. Road 261, 
New Maadi. 
Cairo, Egypt. 

TELEPHONE .3520 123.3530837 
FAX: (02) 3530 915 
TELEX: 20121 PW UN 

23432 PW UN 
TELEGRAPH: PRICEWATER 
CAIRO C.R, 228786 

Price Waterhouse fo 
REPORT-ON COMPLIANCE WITH LAWS REGULATIONS 

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 plan 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 Auditing 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 Auditinq 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.
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
SUMMARY AND STATUS OF 1989 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. 
(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 i0, 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)."
 

July, 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 CPA
 
firm."
 

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 CPA
 
firm.
 

Recommendation No. A:
 

"IESC Egypt should resubmit its 
new arant 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. BI:
 

"We recommend that USAID/Egypt establish 
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
 
determined by USAID/Egypt as per reccmmendation 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 B1 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
 
applicable 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.
 

Recommendation 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 curren 
 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.
 

Reccnmendation 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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JulVy 1992 Status:
 

IESC submitted a check to USAID to reimburse for over
 
billings. Recommendation considered closed.
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APPENDIX A 

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 $ 
 34 180 $ 1.967 

LE 6,795,844 LE 163,499 LE 389,849 
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Page I of 5

INTERNATIONAL EXECUTIVE SERVICE CORPS
 

ADDITIONAL INFORMATION
 
QUESTIONED COSTS DETAIL OF AMOUNTS AS INCURRED
 

IN EGYPTIAN POUNDS OR U.S. DOLLARS
 

FOR THE PERIOD FROM OCTOBER 1. 1988
 
THROUGH DECEMBER 31, 1991
 

Total 
Amount Converted Amount Questioned 

Item description 
incurred 
inLE 

to 
US 

incurred costs 
US$ 

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 2,405 
 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
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Total
 
Amount Converted 
 Amount Questione
 

incurred 
 to incurred Costs
Item description 

US in USS us$
 

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 
 $ 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 $ 948 
 28,705
 

Payment for car insurance while
 
rental agreement states
 
that the car owner is responsible
 
for insurance. 
 2,149 754 
 754
 

Hotel accommodations for Country
 
Director that were paid at two
 
locations during
 
January 22-24, 1990. 
 427 150 
 150
 

Per diems that were
 
not supported with either a
 
check or signed receipt slip. 
 221,408 77,687 
 183 77,870
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Total
 
Amount Converted 
 Amount Questioned
 

incurred 
 to incurred 
 Costs
Item description 
 in LU 
 in US$ US$
 

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
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Item description 

Amount 

incurred 

in 

Converted 

to 

US S 

Amount 

incurred 

in US$ 

Total 
Questione 

Costs 

US$ 

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 

unsupported. 

LE 11,118 $ 3,901 $ 3,901 

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 
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Total
 
Amount Converted 
Amount Questionec
 

incurred 
 to incurred 
 Costs
Item description 

L U 
 n US$
 

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 553a.348 $ 194157 $ 36147 $ 230304 
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INTERNATIONAL EXECUTIV7 SERVICE CORPS

MANAGEMENT'S RESPONSE TO FINDINGS


FOR THE PERIOD FROM OCTOBER 1. 1988
 
THROUGH DECEMBER 31. 1991
 

IESC COMMENTS IN RESPONSE TO PRICE WATERHOUSE DRAFTREPORT -FUND ACCOUNTAB]LITY STATEMfENT AND ADDITIONAL
LNFORMATION, JULY 21. 1992 

IESC-Egypt management has conducted an initial review of the referenced PriceWaternouse Draft Re ort presentea, in conference. on july 22. 1992. Previouslvidentified personal travel commitments demand that this initial IESC response be made
pnor to iuiy 30, 1992 and therefore precludes a comprehensive response at this time.
 

.Aso.as previously idennfied to you. the Draft Report presented to IESC on July 22.1992 isincomplete. lacking the following referenced sections: 

Appendix A: Fund accountability statement detailof amounts 
as incurred in ERpnan Pounds. 

Appendix C: Management letter regarding non-material internal control
weaknesses and non-material instances of non-compliance. 

Pages 13 and 14. -Fund Accountability Statement - Audit Findings" 

As a consequence of the forced schedule for initial IESC response and the incompletestatus of the Draft Report at this time. iESC review has been focused to the PriceWaternouse identification of Questioned Costs as presented in Appendix B. 

IESC-Egypt management receives the Price Wate.house-designated Questioned Costswith great concern and provides assurances of our intent to resolve and disposition eachincident of PW designated Ouestioned Costs. OLr initial review has required the
following steps: 

I. Assignment of number identification to each Item presented inAppendix B. Item numbers have been assignea in the sequence

originally presented by PW in Appendix B.
 

2.Separation of all Appendix B. items into two initial categones:

Category A. 
- Items for wnich IESC ,iil:rovide resoonses i thisinitial Comments Letter. 

Category B.- Items for which IESC requires additional. clarifvinginformation from PW and that will require additional research time to
enable informed IESC comments in response. Ina separate letter.
addressed to you on July 26. 1992 I have r.=uested the reauired

conferences by your staff to enable IESC :o proceea with this
 
required erfort. 

3. In each Category, original. .Aooendix B.items nave been re-aiieed in
 
descendin 
 dollar impact order to provide appropnate prionItizanon of the 

/ 
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INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

2) 

This IESC Comments Letter will directly respond to those ?W-designated OuesnonedCosts inciuded in Category A. The PW item descriptions ana amounts ofQuestionea 
Costs for these j. items are summarized in Appendix A. to this letter. 
Following are IESC Comments to each of these Category A. Questioned Costs: 

Item 14. - No approval from USAID for amounts paid to EgyrransLE 256.900 USD 90,140 

[ESC disagrees with this finding.
Attached to this letter as Exhibit ]-A is the USA.ID authorization for the entirebudget of LE 256,900 contained in the approval of the IESC proposaldocumented in the R.J. Hargt (IESC) to R.Kirk tL'SAID) letter dated February
II,
1990 and approved by R.Kirk USAD)signature. 

Further. although not specifically identified in the ?W Draft Report. AppendixB. the claim or unsupported signed receipt slips isrefuted by IESC and theEvyrrans signed copies of IESC payment checks contained in the responsein the R.J. Harort's letter to Wael Leheta. Egyrrans ?resident dated March 4.1990 and attached as Exhibit I.-B. 

Item 24. Country Director/Rejonal Director housing expenditures USD 33.000 

[ESC disagrees with this finding. 

The practice of using hotels as residences for IESC Director of Operations and RegionalDirector couples is a long-established one. When all of the 'avoided costs" of security.domestc staff,drivers, vehicles, two-way transportation of personal household goods.
etc. are comoined with the dilution ofmanagement focus ana energy in attemoting to
privateiy manage housing in Cairo and Alexandria the costs are not iJudeed by IESC to be
unreasonable. Further. these costs have been repeatedly acceated as a portion of the1ESC-Egypt budget in a senes of IESC proposals and US.kiD-Egypt acceptances
inciuding the IESC proposals that led to: 

1.Modification No.05 to Co-operative Agreement .'o.-'63-0102-A-00-9003-00 
dated February 10. 1991. 

2. USAID Project Paper 263-0226 approved by L'S.AD-Egypt - May, 1991 
3.Modificanon No.67 ,oCo-operative Agreement No. "63-0102-A-00-9903-G0O 

doteo January i. c9. 

Ineach of these proposals and resuiting, budgets, residence e-"endirures for volunteer!ESC management staff were :denniede as aunique line item. Housing Allowance 
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31. 1991
 

3) 

item 6. ',terainmten Expenses 

LE 79.107 
LSD 27,757 
USD 948 

[ESC disagrees with this finding. 

,t is IESC's understanding, based upon oral renorts by PW staff members, that the PW

designation of Questioned Costs aopies to those expenditures made by IESC in support

of those activities that IESC-Egypt internally has designated as 'VZVEC
 
RecepnonsiDinners'. IESC states that these expenditures are croperly classified as

"Meenngs and conferences' expenses and are. therefore allowaoie costs as provided in

OMB Circular A-1 
 2. Attachment B. paragraph 24. "Meetngs. conferences." Further.
:hese extenditures for meetings and conferences have been idennfied as unioue line

items. entitled "Meengs, conferences, memberships" in IESC :roposals leading to:
 

1.Modification No.05 to Co-operanve Agreement 263-31 02-A-00-9003-00
 

dated February 10, 1991.
 

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

3. Modification No.7 to Co-operative Agreement 263--,0 2-A-00-9003-00
 
dated January 1,1992.
 

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

EESC agrees to investigate further this finding 

:ESC,'Ecypt has requested clariricanon of [ESC Headquarters .'actices and 
',iI resoive this apparent over billing at the time of presentatic-. to IESC. 
at me Finai Audit Report. 
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I!TERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENTS RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

4) 

[tem 21. - Time MagazneYellow Pages
 
LE 8.303
 
USD 2913
 

[ESC disagrees with this finding. 

Infact these are two very different types of expenditure inappropriately aggregated as"advernsing' expenditures in the ?W Draft Report. 

The Time magazine expenditure by [ESC is not an advernsing expenditure out rather is 
an iESC payment for the mail distribution, in the U.S., of asuppiement to aspecial
issue of TIME magazine that featured Egypt as a tourist desnnation. This exienaiture is 
consistent with the direction established in Co-operative Agreement 
No.263-0102-A-00-9003-00 for tourism industry deveiopmuent activities for iESC and 
the Trade .and Investment (TIS) Program. USAID did not. and does not. require
individual expenditure approvals for such IESC expenaitures but past and current 
practice wouid lead current IESC management to conciude that IESC advised USAID 
TL'FI management of this expenditure before the fact. 

The Yellow Pages expenditure isalso inappropriately categorized in the PW Draft 
Report. These iESC-Egypt expenditures are property ciassified as "Public information 
service' costs and ailowable as provided by OMB Circ-iar A-122. Attachment B. 
paragraph 36." Public Informanon service costs." 

Prior USAID-Egypt approval for these IESC expenditures is found in iESC presentations
of marketing prograreis and plans at numerous IESC P.cram Reviews conaucted 
through the period of October i. 988 through December 3i. 991. 

[ESC-Egypt management looks forward to receiving the zomplete Draft Revort from 
Price Waternouse. We also expect Price Waterhouse to include these IESC initial 
comments in the Final Price Waterhouse Report to be issuca August 25. !992. 



Appendix C
Page 5 of 49
 

INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31- 1991
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: I .300 r:r a two ficrs',' | d.veLI ina. 
'%11gllt ;:1 -;'UO5 ti or' IS Cq t IIII LL!U, 

-: Lar aii.ett expenses 

:iCi uuc .'A- IIIS thiil 1, 

:'(cLcCinmni ,Itl CM.1D 

.irzcular ',:. .A-122. Pacc ! . 

-ection 
!: egaruint 

"nitertai:,ent Costs..' a un ts 
• CL rrcu '.:;rrnu;iout "lie
 

"-crz:j eIxaminoLto:n. 

'.iounts :':ate to cerui-.:s 

-au ta .::-jnteer c:.. 
-in :! lt :-r:.aA 4st. : p:. 

-ut-if-voc et excenses art
 
•1s|O re,-cursea i;n -7antcrd
 

• r :r:ave! :avs. ."..our t 

Ira t eu. 

2-/.
 
• "elt s 7i e maz2aaz :: 

:ial 1,.',aul-! *.-r 1'18 

tI 
Neu. !, 

rcIa* 
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
NILE -LTON CENTER CCRNICHE EL NIL. CARO EGYPT 
 EXHIBIT 1-A. 
TEL "5771EXT 22.'23 TLX 92222 -ILTLS UN FA 750874 E X HI 1IT9 0 

February 11, 1990 

.r.Robert Kirk
 
Prcect Officer
 
Finance & investment
 
US Agency For International Develcpment

Cairo Center.
 

SUBJECT: Damietta Furniture
 

Cear Bob,
 

: recognize that you had some question about the

Egytrans Project Manager's human relations skills on your

lasz trip to Damietta --much as : have had on
 
occasion--however I do not believe that obviates Mr.
 
Leneta's determination to make this project successful.
 

3oth USAID and IESC have capitalized extensively in
internal and external media about the concept of

reiuvenating the Damietta furniture industry. It would

be difficult to accomplish this in our own country, let
 
aicne the idea of doing this in Egypt.
 

The original objectives were to create:
 

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

Thus far we have invested relativelv few dollars in

making 
 this project work in a culture and work/management
environment neither of us reall, understands well enougn

to say "Lets drcp it."
 

As you know, reduced Eaytrans original budget

re",est of L.E.460,000 and S2,300 USD sent to Mr. Huger
on July 20, 1989, to L.E.206,000 and $25,000 USD. Then
agreed with Mr. Leheta to raise -t to L.E.156.000 for tne
 
!5-onth (Oct.39-Dec.90) pericd.
 

They have established rudimentary time schedules in

the sense of what I requested, if not in the format and
 
detail we would have preferred.
 

-f this prcect dies now, EZ and USAID are as mucn 
a: faul= as Eavz':rans. 

The Gamai Ba*:rv letter of "' 27/39 1 shared with you
say.'s t-e Tut and Latus group will be completed 

http:Oct.39-Dec.90
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MANAGEMENT'S RESPONSE TO FINDINGS
 

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

::arch 1, 199o and the Mushranaya by Apr-' 15, 1990.
 

Assumina our two-month delay in funding may have
 
delayed tzat worn, 1 propose the following:
 

1. 	 Assume Tut and Lotus completion by May i and 
Musnrabaya by June 15. 

2. 	Give Egytrans one-third of the revised budget,
 
L.Z.35,o00, for the Oct.S9-Feb.90 period. 

3. Revisit and evaluate progress on May I and monthly
 
If any of the three lines are
thereafter. 


cc=nieted earlier, I further propose presenting
 
them monthly one-fifteenth of the budget.
 

The above plan offers a good faith cpportunity for
 
tine for
;rcgressing toward success, yet allows us 


theck-points and resolution of the design/modeling 
contract =uestion. 

W4ith Mr. Leheta's concurrence we would also move 

toward bringing on the IESC VE's previously identified as
 

necessary zo assist on this.
 

May have your concurrence?
 

Cordially,
 

KR. :erry Haritt 
-_ ector of Cperaticns 
IESC-EGYPT 

Ccncurred/USAID
 

/ i
 

http:Oct.S9-Feb.90
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MANAGEMENT'S RESPO.SE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1, 1988
 
THROUGH YICEMBER 31, 1991
 

=ace 	Category 
Budget 

2 Volunteers 


2 Transpor:ation 


4 PR for y.s 

Hotel & Travel 

Design Ccst 

Ccmpe.i 4cn 

Catalogs 


Ccmmunicat4cns 

!arketing 


Rent 

Ecuip=ent 

Preparaticn 


Wages 

!anagement 


TCTALS 


DA14IETTA FUR1IT.Z 
- EGYTRANS -

Proposed Adjusted 
Budget 

LE.83,200 80,200 


26,100 18,000 


22,650 15,000 

25,200 15,000 


181,200 181,1oo 
23,000 ­
10,000 30,C00 


7,500 6,000 

(LE 28,500 28,300 

$ 32,000 25,000 


2,550 2,600

14,500 14,500 

2,300 2,200 


29,580 25,000 

48,930 50,00 


?aid Bv 

Egytrans IZsC 

80,000
 

18,000
 

15,000
 
15,000


121,10 50,000
 

30,-00
 

6,000
 
28,500
 

$25,000
 

2,600
 
14,500
 
2,300
 

25,C00
 
50,000
 

LE.:::,:00 L.Z2-5,900
 

$25,C00
 

R. Jerry Hargi::

(Revised"
 

http:RESPO.SE
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INTERNATIONAL EXECUTIVE SERVICE CORPS'4123310 'i&E &I1.ONCENT ILNIL.CA0 PT yEHIE'. CONIC 
L 	 .BEL 776771 EXt 2'23 T1X 9222HMLTLSUN FAX- 60874 

March 4, 1990
 

Mr. Wa'el Leheta
 
Tresident,
 
EGiTRAU S
 
:I, Ahmed Orabi Str.,
 
3orq el mahda
 
El mohandessen, Cairo.
 

:ear Wa'el,
 

Attached are seven IESC checks totalling L.E.35,000.

As discussed in my letter of February 19, 1990, this is
for five months (October 1989 throuan February 1990) of
the current budget period ending December 31, 1990.
 

Please provide me with a line-item explanation of how

this is spent. To whom and for what.
 

Also I'd appreciate any interim information relative
 to progress--particularly toward completion of the Tut,
Lotus and Mashraoaya 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
 
must have a complete review by May I as I mentioned.
 

We 	also should discuss future VE's 
in the near future.
 

Good luck, Wa'ell Lets keep this going and make it
 
.orkl
 

-crdially,
 

R. Jerry Hara:,t
 
:irector of Cerations
 
:ESC-EGYPT
 

cc: 	Robert trk • . -

Project Cfficer. TI/F!
USAID 
 '
 

,,, 	 ~~. .... . . 

, • ,. , 

_________•I., •. 

! .. . .	 (/j) 
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DATEMarch 4,990 

SYptian rransaort & Commercal Services Co. Ltd. (E GYTRANS)ji i. 
I tirsumi Egyptian Pounds Thirten Thousand nly 

" ) y C.... .g/ . . * ' * "£ ,, 

'l'IEUOFegptianPoundThireen ousand nivAOU? , 

- CrEMarh , .. 128170 , 
P -yy.E~yptlanTrnsoort& CommrcialServicesCo.Ltd.(EYTANSI I, 

r 

,A 
 L 

DAr&March 4. 99' 

- -1 Flo128171 .. f'.Ai Egyptian ransoort & Commercial Services Co. Ltd. (ECYTRANS), 

TOVAY 
C \ SUMO3 

1 -" . I , ...... 
.....n 

- _ ,,pl.12 81 71 . 
"' Eglyptian Transtiort &Commercial Services Co. Ltd. (ECYTRAN'S)

PAYTo 
,, 

'"llU _ZlypIlan Pounds Thirten Thousand only.:v 

ATEMarch 4, 1799f) 

LEI7O0.0
LEI3000.OO 

~ ~ ~ co.. ~01 w..-AF Wt9-1R. o 

w~b~fb- 8­

http:LEI3000.OO
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1-_B
 

.Aigmm 
 IJil lilia it
 

'ATE 
t. O 

-LfYtw1-,yptjan Transoort & Commerciaj Services Co. L:d. (EGYTR.-\NS)jI
ATo i 

-.-... . SUMO
~YPjan Pounds Thirteen Thousand Only 

,AMOUNT 

*1 U;,i 0 

:ATE -. 'arch ,.1990
 

1 - ,2 
 ." "7
.. 
EgyptanTransort& Commercial Services Co. L:d. GYTRA,,S), li
-4Y TO
 
-. a~yp_,an Pounds Thirteen 
Thousand
Only 

AMOUNT 
. ,
 

:1? 
-L 

°_ 

Ltd.: -LL, c-­
7EA arc l 4 ,19 90 .. +' l .,'- . ,
 

" Egyp~tian Transport &cCommercial Services C. LiN r 
 :S"
 

Sum OF 
Egyptian Pounds Thirteen Thousand Only 

L ( \AMOL~ir 

/ " 
 " "2­
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THROUGH DECEMBER 31, 1991
 

[ESC COMMENTS LN RESPONSE TO PRICE-WATERHOUSE DRAFTREPORT ON LNTERNAL CONTROL STRUCTURE. JULY 21.1992 
IESCb 'yptmanagement has previously recognized the need to invest in strenweningthe tools ana Procedures in place to 'proviae management wim reasonaole. but notabsolute. assurance that the assets are sate uaraed against loss from unauthorized use ordiSDosinon. ana that transactions are executed in accoroance with management saumonzanon and recorded property to permit the preparanon of reliable financial reportsand to maintain accountabiliry over the ennr's assets." IESC.'Egypt management is,therefore. inagreement with the ove'rml thrust of the recommenoanons ana has takenaction in anumver ot areas to implement improvea controls ana Increas 12a.nagementvisibility, included in the list of steps taken to strengtnen me internal control structure at

[ESC'Evyptare: 

I. Selection and hiring of an expenenced. proressionai as Manager.
Administranon and Accounting. 

2. Design. introduction and training oiaccountine staff in imoroved.1,ternal IESC Worksheets suoporting eacn USA.D Reimoursement 
Request. 

3. Elimination of delinquent backlog of USAJD Reimbursement Requests,roviding more nmeiy collection of supporring documentainon.venrication. and processing. 

4. Reducnon of active IESC bank accounts from eight.i Junng the matorporrion of the audit period, to the current tnree account tnereoy Providing 
mucn more visible ana ready compilations. 

N .,'egonation with USAID and introoucnon of vastiv simolified and morevisieito both IESCE .ptana USAID) direct re:moursement of:ESC.'Egypt office expenses on amonthly basis. .his strawhtnf.orward-ractice is connasted to tne commex allocation scne.e for tnese office-xpenses in place during tme mator porton of the curent aucit cenoo. 
6. !nrroauction of the following monthly reports: 

Month and year to-date Income Statements fUSD and LE;. 
not previously available. 

Month and year to-date Expense Analysis USD aa LE) ­
,ttachea as Exhibit A. 

Month Exoense Statement oy office iCairo ana .A;xananai.
artachea as Exhibit 8. 
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MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

,he avaiiabiiity of these. currently manuaulv crevarea. reorts wtil Leativ 
a:=::za~te ne Fund Accountaolity Statement Drevaranon that proved to cc so 

:;ne -cnsuming during this Audit. 

"..Athouch not the subject of this audit. .- n the past six months . a ,amptete 
re-srrucunng and updating of all IESC'E.ypt emoiovee tiles was 
accomoiished thereby assunng IESC.Egpr commiance with GOE Labor Law 
requirements. Updated. and revised Personai Service contracts. consistent 
%Mn 0OE Labor Law. have been preparea. cn a pro oono oasis by aieaing 
Cairo jaw office, an iESC client. 

S.The recuirement to handle cash in the iESC-Cairo office has been reouced 
throucin the introduction of VEJVEC per diem payments by checks. 

9. The new PC-based pay-roll system has een introduced. the algorithms for tax 
coir-utanons have been cernfied by ine iESCZE.,,pt tntemai accounting and 
audit irm and with appropriate GOE :ax autnonnes. A new. revised overtime 
-aymnen: autnorization process has been desicred ana introduced. 

0. Im-roved security procedures for users. expanded virus detection software and
strenznened physical secunty of haroware and so'ware media have been 
instaiied and stftlf members trmined. 

I. "m:roved controls and increased visibiity to the .-ccounts Receivable statushave -e.-n estaolished througn the introauction of an invoice Register S%.stem. 

-. riy in 1992. :ESC.7E-ypt engaged the Cairo of."ce of a -. aor U.S. accounting r: to 
:,nduct a bienniai intemai auoit o ilESCE ;,mt. "..-:hinc.ins of that internal aujot ano 
:ESC'Eypt management comments were presentea to LS.ID. Subseouentiv. 
:ESC'E.,pt re:uestea a proposai from ne account:n ti.m ta assi lESCt'E,-vt mInc

:ntroduction c an integrated. PC-based transaction unven. accounting and control
 
iystem. A proposali has been prepareo in response to the 
 vSC'Eptreouest. 
:ESC."Egpt m."agement nas eiected to defer on imoementatton of that orooosai 

naing tne c.-moetion of the RIGA-Pnce Waternouse aucit and Finai Revon 
Puolication. 

:SCEgypt management now proposes to recruit an iESC '.'olunteer Executive to come 
.o Cairo to provide technical . managenal assistance and -.a:ning to 1ESC.Ecvpt starr 
-embers in an iESC cro:ect desianea to sigCmiricntiv srn'-ni,.ren IESC-E)'pt in::.-mai 
zcnrois and , e+eiop ano implement sustainaoie resoiuticns :a eacn or ine 
:eomruenaat:cns presented in the ?nce Waternouse Draft Ie:on.h is anticipatea :hat 
:its protect e::rt can ce conducted durtng Founn O.a.er. .9 

:ESC.1.Eypt irana.ement comments to Ine soeciic ?n.ce ''aternouse recommenoations 
in ne cz:nciuoin. section of these comments. 
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3) 

RECO .MENDATIONI 

:Esc .,:;t sioui aoot an accounting svstem which meets CS. government 
accounting standards ana requirements. Specticaiiv the foiiowing goats or oniecnvesshquid be acnievea: 

"enerai- A ledger system should be developed to ensure that all 
rransacnions are property accumuIatetL classified. ana surnmanzea 
:n we accounts. A proper system snouid segregate expenonures
berween locai and U.S. 

A (iing system should be utilized which isdesigrea sociricaidy for 
!ESC's ooeranons that is documented. surficientiv controiled. ana 
trac.s documents or files througnout the transacnon process. 

?-.-:er autnonzations should be obtainea tor all transactions. 

- Accounnn_ personnel should receive adequate training in order to 
ccmoiete tneir assignea tasks etficientiv and etecnvev. 

- Accounnng transactions should be properiy accumuiated ana 
ciassiiea among account types ana buoaget tine items. 

'ESC/GYPT CONfMENT,9 

IESC'Eg'pt management. ofcourse. concurs ,ith the broadlv stated obiectives above.
,he most acoropnate design of the IESCE;,)pt accounting system wlii be cetenmnea 
dunng the "rooosea iESC technical assistance oroiect desc-..ea ecarier. 

RECOMDIENDATION 2 

ESC.'E.vt snouid deveiop a formai double entry system cfacountnn for receivables 
!orecora aavances ana client receivables. 

- .cre shouid be in place control tecnnicues which ensure that every
bling is recorded. We recommena that iESC use summary totais t'or 
ad invoices issued. These summary totals can be used as aoasis 'or 
comoanne with or accumulating monthily sales tots for recoroin. in the 
,Zcountin. records. In the aosence ot controls obtainea throuar ie use 

Muzccov torms and/or sumnmarv totais. the acccuntn. .e-'arment.nouid review me numencai sequence of invoices :rmarea to ,ete.rmnne'%nemner asibiiiines have been receivea :or entry into ine accounting recoras. 

http:ESC.'E.vt


Appendix C

Page 15 of 49
 

INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUG DECEMBER 31, 1991
 

rESCIEGYTT CONMENTS 

[ESC. Bgpt ns introduced an invoice Register proceoure to provide improveo controi 
and visibiiiv tor ciient receivables. This proceoure. and the introduction of the use of 
scnaiizet invoices in me Alexanona office are documented in Exhibit C. :o this reort. 
A current page from the Alexanw'na office invoice Register is inciuded as Exhibit D.
Furmer consideranon of this recormencaron. including the controis appropnate for
traciang per aoem advances are incorporated in the tecnnic assistance project scope. 

RECOMUlN'DATION 3 

1ESC.'Eypt should insure all significant assets against tire and theft. The possibiiiry of
suostantiat loss iftireor other nazards are not covered by insurance inciudes not only the 
uossof assets out aiso the operating losses which may resuit from aisruption of
 
cperafons.
 

IESCIEGYPT COMMEN'TS 

IESC.Ecypt management obviousiy is in comtete agreement with this recommenoation. 
Aooarentiv tnrouen oversight. the current ofice euipment insurance ooiicv. vaid

:hrouqn Aueust 
 7. 1992 was not orovioed to ine ?nce-Waternouse staff during field 
•vorx in tni 'ESC-Cairo office. A copy of this poiicy, issued by Delta Insurance Co. is

attacned as ..nibit E. Current limits and coverai.es are under review to insure nmeiy

and appropnate renewaLuextension of this poicy or its repiacement. 
 Also. semi-annual
reviews of ailinsurance covera.es nas oeen added to the IESC.E'pt management action 
caiendar. 

RECOMEN'DATION 4 

-moioyees snouid orc-'are time cards or other source documents %nich shouid bereviewed to determine tnat such .ocuments are commete and nae ceen approves by the 
.moyioee ssuoervisor. 

Before pavroil disbursements are made. the compieted Davroil rezster snouid be
reviewed ano auprovea in writing by a responsible otficial who r.as not oarnc:nated in
the navroll preparanon. This review may range from a detail checx to a review tor 
-enerai reasonaoieness of the following: 

.amesN aopeanng on the rayroi are autnonzed empiovees. 

-
Time worked is evidencea by approonate ::me recoras. 

http:covera.es
http:coverai.es
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- Amounts to be paid have been computed at autnonzed rates. 

- Cmputations of gross pay, deductions and net Dav are accurate. 

-	 ?aychecks acre with the parodi register. 

rESCTGYPT COMLMENTS 

lESC'E pt management believes that etffectve controls and orocedures. apparently notreviewed oy' me Price-Waternouse staff. ate in oiace in this area. Attached are tne
1oowing representanve documents incorporated in the IESC:gypt payroil preparanon.

vajdanng and autrionzanon process: 

1. Exhibit F. - Monthiv Payroll Report crepared by Manager, Adrmnistranon 
and Accounting and approved by Director of Operanons. 

2. Exhibit G. - Monthly Overnme Log and authorization prepared by employee.
computed by Accounnng st£af and approvediautnonzed by Director or' 
O.cranons. 

3. Exhibit H.- Periodic vacation tAnnual Leavej ReauestApproval document
;repared by empioyee and approved by Director of Operations. Balance of
Annu.j Leave is disviayed and annuai statements of remaining and earned 
.-nnual Leave are prevared and provided to each employee. 

•. 	Exhibit I.- Monthly Bonus Approval Report listing all current monn,ransacrions earning oonus pavnents under the terms of the IESCEgvpt
;ncennve Comoensanon Program. :repared by emvioyee. validated by 
.ccounnng staff. ana authonze.'auproved by Director of Operations. 

?ersonai absences for i~iness or other cuaiifying reasons are recorded in
noaividual personnel rz!es. 

.e Draft Report correctiy states that a nine card svstem is not used by!ESC'Egypt. IESC'E_,,t management is sansfied inat current practces areappropriate and demonstate gooa controis in the area or emolovee pavments.
However. the soecirtc recommenaancn kill be considered dunng the 
pianned technical assistance pro.lect. 

RECO MENDATION 5 

!n order to rmprove internai acun'ing conrrcis surrounaing casn. we recommend that: 

- .- emanagement strenmhen the se~regation ofduties in this area. 



Appendix C
 
Page 17 of 49
 

INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

Ml cash remitances received directly at [ESC'Etp: should be listea
and resrcnveiv endorsed by an individual indevenoent of other cash
and accounts receivable hnctions and then sent to accounnne. This listshould then oe subsequenyiv checked against the validated bani deposit
to ensure that ail receipts were deposited on a nmeiy basis. 

rESCTGYPT CONMENTS 

Again. lESC'ETypt manaeent concurs with the obiecnves of these recommendations.Abiity to segregate autes in small orgamzanons like IESCEgypt is practically limuted.A Regional Director ana an Administrative Assistant comprise the administranve andaccounting staff in the IESC Alexandria office. for example. The recent addition of theprofessional Manager of Administration and Accounting in the Cairo office provides
new. practica opporunies to strengunen the segregation of duties and this will be
 
prsued. 

Practices relating to cash managtement will be included in the scope of the planned
tectnical assistance effort dunng Fouuin Quarter. 1992. 

For tHe record. we are ur..ed bv the Price-Waterhouse comment that "no formalwntten approval of ban reconciliations is evidenced" as monthly reports, including bark 
statement reconciliations are reviewea and signed by the responsible Remona Director 
or Director of Operations. " r 
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INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT'S RESPONSE TO FINDINGS
 

FOR THE PERIOD FROM OCTOBER 1. 1988
 
THROUGH DECEMBER 31. 1991
 

EXHIBIT B 
JUNE 
 1 9c2 EXPE4SES ANAL YS I S
 

.E.--LE ALEX-LE 
 "0rAL LE TOrAL LE
:AIE3.32 gAtE-3.33 S4OWN IN LE SHOil IN 
IESC-$ CROSS IOIALS IN US CLRS

:IXED ASSETS 
 5 

S3.!2
:.. ASSETS 
 -Z.770.cO
I .. 

J Z 
42.o.CU 12,650.60 
 7,650.00 20,300.60
 

-2,:C0.00 
 3.CO -z,::O.7-650.60
=2 . g n u.. S.a . . .= ,550.00 Z0,300.60==
 

:3 / CFFICE 
 3
:FFICE RENOVATICY 
 1 3.00
-OUSING ALLOWANCE O.CO 2.03
a 3.co 4,960.98 .00 4,C00.00 4,c00.co
4,;60.78 1,494.27
S-asmsr. PER OIEM 10,856.51 12,350.78
9 t.60!.-0 
 6,0.00 12,9c0.co 3,885.54
'RANSP./ LCAL 3,!85.54
11 2,Z69.55 
 Z70.0O 2,.39.55
;ISA/AIR.*TAX/MISC 764.92 3.co 764.72
14 43.00 0.00'qANS.INTRA COUNIRY 40.-0 12.C5 0.00
17 3.00 0.00 3.M3 
12.05
 

SALARY LOCL.EPPL. 0.C 0.00 0.CO
20 9,158.o 2,661.00 21,819.!0 6,572.Z3
03 PERSONAL MOV.EA? 6,572.23
22 0.00 0.00 
 0.Co 0.CO
IENT*OFFICE 
 0.CO
0.00 Z,733.co
TELEPHONE 
30 2,733.C0 23.19 17,020.55 17,843.74
31 *6,374.91


'ELEGRAN/CABLE 10.93 17,185.34 5,176.46 5,176.46
3 3.00 454.4 454. 4
'OSTAGE ;36.8 136.88
3 Z31.50 2-6.00 477.50
-ESSENGER SERVICE I43.-3 143.83
;4 3.00 150.00
STATICNARY/CFF.S ? 150.0 45,!s
35 -!5.64 174.CO 45.13

CRiNrING 759.64 289.C5 Z48.00
;6 560.00 537.C5
30.00 570.co 177.7'
ECOKS & PUBLIC0AI:4 177.71
37 3.CO 5,570.00
3ROCHURES 5,570.C3 1,677.71
is 3.CO 1,677.71
0.00 0.co
.TIL1TIES - OFFICE 0.C3 O.C0
39 3.00 0.00 0.00 0.C
CFFICE MAINTENANCE 
 4o 43.00 20.CO 60.03 0.00
 
:CMSULTS. & ADVIS:q 1!.07
42 ',:O.c0 18.07
 
AUDIT / PDOF. FEES O.Co 7,00.C3 542.17
43 :.o0 0.CO 0.co 542.17
0.03 0.C3 0.00
EGAL EXP/PROF.FEE O.Co

M . 0.00 O.GOTE PORARY HELP 0. 3.C3 3.00 0.00
46 ",:SO.co 690.00 1,7400 
 54.:3
E:UIP. MAINTENANCE O.cO 5:4.:0
47 ,123.9 
 0.00 1,12O.;4 337.63
VURN. & OFFICE E:;r 337.63
.9 ^.-0 0.00 3.C0
:NSURANCE-OFF&LIA3 0.10 0.00 O.CO
50 3.00 0.00 0.co44S.OtHER LCCAL 0.^3 0.00
53 3.00 0.CI 
 0.C3
mEOICAL C.03 0.00
54 772.70w4INtENANCE Co APT. 0.00 1712.73 232.74
;5 3.00 0.00 232.74
3.0c0
:3 EXTRAS 60 0.:3 0.00

:0OTCGRAPNS "2 
0.00 0.00 O.03 0.03!3.^0 0.00 0.00337-EETINGS & CONFER. 7^4
7 9.4Z
3ZI.CO 
 0.CO 321.:3 9t 0.0IE"BERSHIPS 
 ,' 3.C0 0.00
:rHER 0.:3 n.:3 ?.00 
 0.00
?.E5 73.0!3 1,152.:, !47..6:: VISA EXTENSICOS 21.00 !68.U651 ".00 0.0O
:3PUIER SOFTWARE .5 2.00 0.73 0.:3 .C0 ':.co
7"5.co
tUNO:BUSINESS STL:? 1.00 

73.:3 22.!; 0.00 Z2.57
03 0.00 0.:3 0.-0
SOCIAL SECURITY 0.co 3.c3
2I '.!;7.50 (152.50) 
 1,!95.3 4o0.1s
SALARY TAX 
 .20.18
212 :77.S (383.12) (110.74) (!3.!6) 
 (33.zi)

---;-7:: ........................................................
 

54.. Z.17 Z.,617.73 
 Z8793
',E EXPENSES 
3,716. 32,1-6.C6 55,!62.',0
 

.E LODGING 

',EPER DIEM 

'3 .. 9'9 8,715.84 51,.71.!3 15,624.C5
!7,43.C0 15,624.05
3,150.C0
.5 VISAS "4 (..;4.Oo) 
1"2.7 3 12,748.80 12,;48.20
0.00 (1.474.0) (450.C3)
.E TRANS. (INtrRA) 17 450.C0 O.C0
:.C0 0.00 
 0.0 0.00
S!SYSt TRAVEL S:AT 0.03
.3 
 0.00 O.C0 
 0.:0 
 0.c
 

............
2Tzzlm2.vzlwzlllI xzIzlzz .... ... ....'.571.7 11,365..... 54 :3,!67.53 Z9, 122.!a~ll a 2zlllll-z zzzzwgzxzxzxzz.. .... ......... .... -50.C0 23,572.!4
ma=v=cllz
........ ....zIzzz ..... 
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
 

FOR THE PERIOD FROM OCTOBER I. 1988
 
THROUGH DECEMBER 31, 1991
 

ExHIBur c.

NILEHIMI tONIMERCIAL CENTERCCANPICTIE EGYPTEL NIL. CA111O.XEL.,. (.66 EAr 22J23 ?L.L.9222HILILS UN FAX' 10014 

,/ 

41 
l' : i:. :: urF. I0 I: -,avid K. :i :~ 

SU:BJECT: :1VOIC-ZS A111 DAT.Z: ::archi 4, 1992 
:iVOIC- PRACTICES 

Zurino -he recently conducted audit Uy Prica-Watcrhiouse the
requirement for improved disciplino iii our invoic-ng practices wasienti-:ie. I earlier (January 26, 1292) wrote to you reoucst q:g te immeuiate introcduction in the Alexandria office of a uniform
.:;VO0C= :ZGIST!'(. I also requestel a copy of the Alexandria cff ice:NVOIC: .%Z31STzn as of January JU, 1992. 1 have not received your:VO:C' 5ISTER so again request that you send, 'ia facsimile, your
9 92 year-mo-dae INVOIC= RGISTMR. 
..anrs.
 

:1-i seni:,.= to you a supply of prc-rumuerce anLd ocrializcd invoiocs
'or -your _se.'he immediate iziLrcduCtioji of th:ccc scrizlizcu .'o-c 
sets ,i:! add to: our invoice disciplinle and control. These
seriali-." invoices are pre-printed with the prcsenrt Cairo .:i.c:iii.cn ":.'ernead. I wish to initiate use of t::cse ser,.alizacu
inv -ices "-meiacel- in Alexandria so please destroy any
non-seria.lzed Invoice sets you may nave. 

=lease ra'.iew vcur requiremencs and the obili: . ".your local :r:iter:o crz;Uc. serialized, cre-cr-nted iw.o sets with the Alexandria 
et-ernea:. We can assist -;it: cur ur-nter here :i Cairo if ".ou

requ'ire assistance. Thanr.s for %-cur.heip on o:uis .nat:er. 
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'S RESPONSE TO PINDINGS
FOR THE PERID FRO 
OCOBER
0 1988
 

THROUGH DECEMBER 31, 1991
 

"'t C L Usl 
trUmu rlICIAL CtC Ii , CO iN IC iC CIL tILt. .A II IIEL: st.4441165 1t­- iG6 2123 I'E LI: 321 IIILILS UN $A 41CON14 

"0: 2. :IcGurk 
 :nO~i: LUav~d 

A11Ld PR{OC L :'ATE::SIr'..'9Ij . .,, . .ti 
': , 

"aoa,. imitr- and I have recentl,, CZnILlUCLCd a review ci cur 
-a.practices and record keeping here illCairo and havensf5-u:~ed 
 :arges thatyour :pa ration I now rcquc. Uhatil tlha Alexaidria you i:eoroL-ate inuilCiuo. 

ittac.:eu is a copy or the revisedreccr::ng all invoiCe ?CUuis.erinvoices C:rand tracming uhe disuos:it,-mWe are usina this o' each.in a nanual ;nodecoiver-- this now bUt ',ouid exec- toto a PC-based applicar ionPicasa n0uill u ill he icnr fi curc.rizll this invoji o ltvmc.Alexa::ura-office r cr lot1 Lur alLiniit atcd invoices clfc Lic, : t-roto Ja-uary 1, 1992. I au ivc i ,believe the Contricsself-exclanacory., arehowever the fCllowimi Will CC.:'"asclar~fiation:
 

"-:.':;oice Lo'l' - Litiji Ccntrj,.t~iuin 
2nd CcntriLutjon
3rd COnriLuticii 
*th Cc:itriL.ution
'I'otaI ConLribuiici '', 
 . id 

" - .. 0Jct~ I' to~ I'')j 'C 
 Po j'rtj% ut 
,aitIVI1: i'p , 

Uid ',UULC 

o"
al:3 LayIiiOcit" - CIzcc": 
Camlt 

" -%:er 'ispositio,,l - Lost, ::i.piaccd 
Cancelled 

:z--z'in3 guiuelinesrczcz-'res : must ,e cbserv'ed in cur invc-zxin 

-. .. ... '.'ces must Le :rau~rcd cu"r-,-:Zed - ::ZSC inlvoice3 i'-Z-*M: 

* :*oz are to te oreparc'j amd imsuc. el'e:ic
C 
 ".
 

http:CUuis.er
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER I. 1988
 

THROUGH DECEMBER 31. 
1991
 

3. A:: ilIvoices must be aCCOUJILOC7eT±stcr Ir ill 1.!Icln:voiccin the sane way ill wlic i nil chfecrs must beaccounted. -here will be no lm11sslig invoice numners"I the Invoice Register sqnnticn. 
::"."oiccs will be amejiueu or t'cviscd • 

::e initially prepareu invoice 
oL. nceClin

amnd issuing a new invoice 
as amencled.
 

epxec- -:at 
the planned Invoice Hcgistcr;rovlie ..s with I'C uiiacn llreporting capaoilit*, to uisplav. aln prinit !::c
ollowing data formats:
 

A. 1jivoice P eoister
 
'I.ilrojcct Invoice 
li;is~or.v
 
:. 2Pcl InvoicOs
 

:. '.-cu "wisn to add 
 further data elCejets to this applicaticnaddi-icnai reports, orplease iet me J:now ol your rec.ureiuelics. 
-lease send me a ccpy of your JMILy*, JU. 1991 ':i'.ol~?.eg is ter. :lar-, thanKs. 

. 



-
--- 

-i 

at 

Xo 

Oe
 

W p. *-I I II ° l
0 __ I -- ------- :"L": i:__ I
I I________I 

t)HZH a _I I_ I I" 
I, 
 I I I 

WP4 
I: w 

I"I ,I 

HJ I 

II I I'II'I I I
 



'44xo 

an 

14 

Q(t' 

3 
v~ E a FF ICE:ck"OC 

YEAR: ESTt 

cc~~cP :r 1 0 2Yc P G : 2 
_ 

C Vo C l o r r0IE C I3 V E91DTEA20 R J cVW TYPE NUNDER EI 
PAC EIANEE4 - - , N OAT; PI(K P YU ISYEIO OF O mhER 

W (A a Q- -, ",i . . 

Er O _0 

0 q * 

93 
j "' 

pa o 



t4
xo0 

. 0 

r.' ,* 

S 

" .-

'~ 

,r5; W 

flt~ r~~ *,(-*), ... ... 

: . L : . - . ­ : 

.... . 

' . - ., ... 

1> a 
WW 

o-t 
C3 --------- ._ "-. . .10",, r 

......... 

444 

lol 

-----------------­ -- -.. 

- ... ....... ...­:: .... 

-

{ . . 

........ 

-.. ....... 



---------

-------------------------------------- 

- --

----- 

L-ililegr
INTERNATIOIAL CXECOrIVE SERVICE E F.CORPS P A Y R 0 L L HM0III: ___MARCl / 1992 
NAME ~RLPRLS. IRANP 
 E...t'LE IIcuiP 

BASIC ALLOW. ALLOW. BONUS GROSS OEDUClIjS S - TAX NE M ssQ 
AILL NALEAIA-- AUIIAN- -- 23118.00 250.00 2 so TAX N E PssR 

. . . . . . 23 1 0 .0 06-- ----- --- . 0- 0 . 00 76.25 8 0 9 . 8 6 3786 . 8 9 1 5 5.0 0 

ARE AB-AN -- 2310.00 250.00 500.00 
 3060.00 80.00 
 76.25 490.48 2413.27 155.00
 

--------------------------------------- ---------16.0---------
.359.0 

ASSAj OSAN 1025.67 83.33 559.80 1668.80 0.00 76.25 248.03 1344.52 155.00OSI-A lEVY 101.33 166.67 
 0.00 1238.00 8.80 0.00 165.72 063.48 0.00
 

O-AMED .'IIAI(RAD-AN - 1359.00 250.00
................................................................................. 2673.00 4284.00 
 65.00 76.2-5 732-3 3,09.92 155.00
 

I- ........... 3 -INAWYr
684,. .....................................166.67 .... ... 0.00 1219.00 0.00 16.25 146.86 . 155.00
AHAAGOtA LNACA 105-.---- - 1--- -------... -- ..- .- - - - - - - - 01.. .. - ................................. - V 5 S 5 . 0t
A...ABCXLNC.......4. 33... 6. 61 
 0.00 851.00 0.00 76.25 74.00 700.75 155.00 a 
AM|RA fAKtRY 707.33 1- 0.-0 -- --- --------- 700.75 155.00 I0-.-- 0 


........................................................................-
A-H--R-
R- 166.67 ­
- AM NA-AR 

------ 0.0 874.00 0.00 76.25 78.55 71.2 155.0 
9-2.00 250.00 2200.00 3442.00 60.00 
 76.25 566.12 2739.63 155.00 0 

A-A FRANCI- 498--3 166.67 0.00 665.00 7.20 76.25 3-.1- 5.37 
 155.00
AGAI DIHI TRY 2250.00 250.00 
 2500.00 76.25
- -0.00 0.00 379.60 244.15 155.00 03 
.........................................................................................
 

2166.60 ----- 0.00 797.0247.022.50, 379.23 1976.015500 

PREARDS133 ----- -c=------------- a 

- -- 15H0 

APPROVED BY U./((//e~ 

W 'UtJo 

ox
 

I-.­

%D 

.3 

0 

http:797.0247.022.50
http:23118.00
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INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

I SC-L ; Vl'' EXHIBIT G. 

MONTHILY OVERTIME fRQUEST LOG 

PREMIUM
 
,tame: H.-. t.,k,4 re ­ 6:00-8:30 & 15:30-18:00
!!onth: L.-, .13:C0 0 1.25 

- 6:00 @ 1:50
 
WeeKends & Official holidays 9 2.00
 

!?onthly Salary 
 Bnse 
-2 days x 7 hrs. iiourIy Rate
 

:'o UC CCiPLrrv Dy. IZDIVIDUAL CCtIPLC~1* UY ACCoUfrma 

:Cate P U r p o s e e !fours
worked 0
From .o of1 firs. L.-5 1.5U 
 .00
 

.... .*.. ... ...........
 

,htfI r, I y .ta 
 -

M!znthlvSumiarv: 

91.25 

.rs. 9-2.00 

Total '-.urs tor payment 

flour' 3te 

Total" "'orim. py. ill. . . .r 

.. 7..0 
..... . ..­



Appendix C
 
Page 29 of 49
 

INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

EX-HIBIT H.INTERNATIONAL EXECUTIVE SERVICE CORPS 
%ILJ[
MILTION
CENTIR CCRNCHE EL NIL..'A'1O,EGYPT

~TL~MM~T.~2 ~~546' LL9=22H'LTULN FAJ 760I4 

:RE UZS'7 7:R 'ACAT-CZe 

::a~e:k. 

Cate of £=--lcv .ent ,-,,____.,_...._______ 

".acz=-cn Yr.-= : -_..cTrun : -Z c
 
~~~j'Thrcu c 
 - 'A 

Address duri--
 vacarcn :: 
 , I
 

Te~e..-nne ":r.er : 
 ,-*-- - -. 

:;u -Sar c !"- :..£ 1 -: - _ _ __ 

: e -t z. 

-'-a-a- •
: 




--- --
-------

mownor 

t'IIi,0i. mu:l ui i: II:IiigI.) i ) Iii !IAr -lT lu ~l~ fI
I 

I 

1M I:AM0I1 ' 1 " ,1.1 1 lel~q n l°fal DAr ...... .,. 1 T .o'!l cl :[l)ll Altl"III 
*lLlt" i1I l I ll: Il'¢llll Il Nrj-I'¢ I 11 IIij: I 

-- -- --- - - - 12-I vj/I ...... ~ 3 1 1 I I II . ........ I /...........'"~ ' - ; . -
O. I) :~ 1Is- ~j? .. . .I I Ent t'J 

9 I -----­- ' t -----­j i,.~ Y ~ 'ts .. .... ..,Vj~ I~ .. . IO.... - I i .,n 
I I I I I ,, ,,,, I ... ...... Il 

'r t 'I 
- In IJ '.9 

t~n 41i---­- I j ~ 1 - - I- - I - ---j I- ­ -S". . . . . . . I.. . . I .. . . .. .I .. . .i. . . I .. . . .I. . . . . . 0Awpyw ''~ ....---..... I .I I-II I I I / I I I ...... ....-I 1-3I 
I - --. a" 0-1:" 'i I ,,.-- ,. i ----- 1 " 1 

I -.. " -I-- IDtI---------.--.--


..-.rv .
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INTERNATIONAL EXECUTIVE SERVICE CORPS

MANAGEMENT'S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31. 1991
 

IESC COMEEENTS IN RESPONSE TO PRICE-WATERHOUSE DRAFTREPORT. COMPLIAINCE WTH LAWS AND REGULATIONS. SL.MMARy
AND STATUS OF 1989 RECO.MENDATIONS. JULY 21. 1992 

:ESC-Ezypt management has conducted an ininal review of the findings aocumentea in:he referencea Price. v,'aternouse Draft Report DresentecL in conrerence. on july .. :992.'.enote. for the recora. that the sec ion enitled "Report on Comoviance - Auait-indings' was dele.ea from the Draft Report during ine July 22. 1992 conference as itaopearea. to PW management, to be redundant to the suosequent section entitica'Summary and Status of 1989 Recommenaanons' 

This IESC response is. therefore directed to the "Summazv and Status of 1989Recowamenaanons' secnon fauna on pages 30 througn 35. of the Draft Report.
 
As an introductory sutaement IESC-Egypt manaement has and does consider lJ
 
:eCotmmenoanans rising from me i989 Audit to be ciosea. Closure was estaoiished

:hrouen two referencec communicanons: 

I. 	Michael J.Nicholas. LSAID Grant Officer to R.Jerry Hara..IESC
dated 26 A..ni. 1989. -

and	 

. 

R a. .IESCDirector of Operatons to Michael J.Nichoasdated June Z.t1989. 

Civies of these docuents are on rile in the iESC Cairo oftices and were mace avaiiable:a PW staff. -here is :o recora of subsequent corresponaence. discussion. inur.nes. erc.available in iESC-E v6t files. 

This letter documents current iESC.Egypt management comments to those 19•ecommenaanons not consrserea ciosea in me PW Draft Report sateas July 2.: c902. 

Recommendations j U" anID 
These three recommen.a.anons were contained in the RI.C, Cairo letter from F.A.Kalhammer to DXS.-dD.E,.pt..%,arshall D. Brown dated April 16. 1989 ana were nots.-eciticativ .resentea :o IESC. C,nseouentiv there nas been no iESC resoonse requiredi-s
mese Inree recomimc-naanons are summanzea in ine suosequent .SAID. IESC::.rresonoence reter.-:ea above. No funrner iESC-E2,vpt comments are otf.rea at mis::mne. 

"
 

http:DXS.-dD.E,.pt
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER P.1988
 

THROUGH DECEMBER 31, 1991
 

RECOMMENDATION NO.A 

"IESCEzypt shouid resubmit its new grant proposal in such away to allow for full
disclosure of detauied cost item. 1ESCEgypt may wish to follow the mocet shown in 
Appentux i1page 36 of this report). A clear aetinition should be given to each cost item.
USA!D.'Egypt snowud discuss and agree the new grant proposal on a line by line basis." 

July 1992 Status - reorted by Price-Waterhouse 

The budget isbroKen down oy program. Line-by-line'compan son was not made to allow 
ior ridl disclosure of det,,ied cost items. 

lESC CO'rMENT7S 

[ESC considers this recommendation closed. 

Athougln IESC buaget proposals are not presented to USAID Proiect and Contracts 
management in tne n fermat idennfied inAppendix I to the 1989 Auait Revort. the,:nncai data elements for pro.tect activity, project expenses ana IESC-Eizypt Ofrice 
expenses nave oeen and are presented by IESC in all proposas. A review of the most 
recent iESC bud.et proposal. dated Novemoer 6. 1991 (within the scope of the currentauait effortI iniicaes the levet of disclosue of detailed cost items and oianning 
assumonons. A covy of this iESC-prepared proposal is atacned as Exhibit A. This 
process nas evoivea over tme Last several years and has successfily serveo thereuzrements of rESC and LSAID Project. Contracts and Proram management ani staff 
:n successtillv conciuding: 

I. Moditicanon No.6. :o Co-operanve Aizeement No.-'63-0l02-A.-0-9003-00 
atca Fe!-rary i0 . :991. 

. USAID ?-.otect P:..r263-02:6 approved by USA1D-Egypt, May. i,:91 

.. Modiflcanon No.07 to Co-operanve Agreement No.263-0102-A-00-9003-00
datca ":=uary i. . . 

l~ll
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FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

3'
 

RECOMNDAMT N NO. D: 

"IESCTEvpt should establish aformal and clear oolicy with regard to est2biishing theamounts of client conmbunons. This policy shouid take into consideration tue duranonof the prolect so that the contribution per day should be the same for most ciients.' 

July 1902 Sttus- reported by Prce-Waterhouse 

IESC,'Ez'pt has connnued to base client conmbunons on netonated amounts with linle 
or no reianon to tme clients' gross or net income. 

IESC considers this recommendation closed. 

[ESC worid.-wide. and lESC,'EMypt. specifically, have established and documentea clearpolicies with regara to estaolishing the amounts of client contributions. The current.1ESC'E-pt policy an guideline. aatea January 5,1992 isatacned to tnis rmort anoidennuied as Exhibit 'B'. These guidelines ant oolicies have been reviewea ana accentedby USA D Protect .Management and mncorporated inall IESC budget prooosais an 
resuiting.Agreement Modifications. 

The recommenaanon presented in the 1989 audit resort that 'contributions c r davshould be the same for most clients' was iudged to be inaooroonate in the onmnai IESCresponse inJune. i989 and the IESC rationale presented in tne onginal. 1989 IESC 
response remains vaiid in July, 1992. 

'\\
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INTERNATIONAL EXECUTIVE SERVICE CORPSMANAGEMENTS RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31, 1991
 

41 

RECOMEJ 1 0.4pNOD,. E 
'rESC'Egypt shouid establish a formal procedure to govern the transier of funds to[ESC'Stamord. Transfecs made shotud be supporrea by rca.onaole documentaion toprove that they are eginmate and are in accordance with the detailed oant aroposai thatwas approved by USAID/Egypt and not in excess of-amounu owea to iESCStamrbrd

for services directly attmbuted to IESCEgypt's opc 'nons." 

July 1992Status - reported by Price-Waterhouse 

Trasfers to Stamford are based on current cash availabilirv of cash with no regcard to
billing from tne home office. 

IESCconsidersthis reommeasion closed 

IESC'Egypt maintains, in its Cairo offices. suppornng documentanon for each
Reimbursement Request submied to USAID for reimbursement ofexoenatures by
IESC. in the United States. in direct support of the IESC-Egypt program activity. EachIESC budgetary proposai acceoted by USA1D during the penod of the current audit has
provided cle.. 
 dentticanon of the exiendirures to be made in the United States ana thebasis tactual or allocanonu on which those expendirures vll subsequentiy be reimoursed

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

To iink these questions of lezmimacy and suoporabilirv to IESC's interna cashmanagement practices is. in IESCEgypt management s opinion. inaooroc-late.IESCEgypt cash transfer pracrices are consistent with world-vwde iESC policy anapracnce to maintain overseas bank balances at minimum levels requirea to suoport localoperations and projected. near-term 160 to 90 dav expenciturcs. A monthly cashmanagement outlookin, process is employed to sansfy this obiecnve. 
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RECOMMENDATION NO. G:
 

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

July 1992 Status - reported by Price-Waterhouse
 

IESC does not pay perdiem for the departure day. However. fESC.E ypt does pay
 
percuem for the arival date.
 

Per discussion with the Country Director. it is understood that out-of-tocket costs

reiai to the arrival date are paid for in Stamford resuwng inan estimatca over billing
to USAID of LE 47.C00 (235 completed projects x '0 LE = LE 47.C0) 

FESC CONMENTS 

IESC'Eypt has requested clarification of [ESC Headauarters practices and will resolve 
this apparent over billing at the time of presentation. to IESC. of the Final Auait Repor. 
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INTERNATIONAL EXECUTIVE SERVICE CORPS
MANAGEMENT'S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1. 1988 

THROUGH DECEMBER 31, 1991 

RECOMMf1ENDAT'O? NO. J± 
*To maximize rerm on funds we recommend that IESC'Ecypt should take necessaryStens in order to: 

- O en more than one type of bank account in order to maximize the interestarned on available fnds rather man Keeping ad of the fnds in currentaccounts that earn no interest. 

- Develop a cash planning system in order to forecast future cash inflow and
,utflow rransacnons on a monthly basis."
 
July 199 Statusrenonedb Pre.Wterhou e 
IESCEgypt as of December 1.1991 had not opened an interest bearing account for idlefunds. 
 Had IESC opened an interest bearing account, interest orovided therefrom would
provide a suostanna 

requred. 

support for IESCs acn-vines and a reauction to the USAID funding
The balance of cash in banks at Decemoer 31. 1992 was approximately

S -56.156. 

I'SCsuppnrns this recommendation. 

IESC.Eg.pt has reviewea this recommendation again and has immediately authorized
the establisnxment of an inierest.beanng account for its U.S. Dollar funds h"eld in an
account witn Commercial Internanonal Bank ICIB). 
 A covy of the IESCEgypt
autnonzanon letter. dated July 22. 1992 is attached as EXHIBIT C. Interest-bearing
accounts for IESC's Egypnan Pounds ILE) accounts in Cairo and Alexandria are not
autnonzea by the Central Bank of Egypt and therefore are not available to CID andIESCEO-pt. The alternanve of establishing and maintaining rime denosits for the LE,,ians appears not to be jusmfied based upon the administrative costs to IESC,*SAID but', ii be reviewed further by IESC-Egypt. A final resolution of this optionidentified at the presentation to IESCEgypt. of the Final Audit Report. 
ill be 

In a.ddition to this recent ste. LESCEgypt has. during the oast tweive monis, reducedftcm eight -oinree me number of acnve bank accounts. thereoy providing increasedvisibiity and management oversight of appropriate balances in inese local accounts. 

..K'
 

http:IESC.Eg.pt
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FOR THE PERIOD FROM OCTOBER 1, 1988
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INTERNATIONAL EXECUTIVE SERVICE CORPS 'EXHIBIT A.' 
NILE pikfOW COMMERCIAL CENTER. CORNCHE EL NIL. CAIRO. EGYPT 
TIL Fy .444,16S .i6 EAT fIl3 TLX: 22ll HILILI UN FAX 760374 

Ilovemner 6, :991
 

ms. Beth Paige
 
Contracting Officer
 
U.S. Agency for International Development

Cairo Center

Cairo.
 

SUBJECT: Extension of Co-operative Agreement 

No.263-OlO2-A-O0-9003-o0
 

Dear Beth, 

As we nave been discussing during the past several months and 
confirmed during our meeting in your offices on Novemoer 4,

1991, I have prepared the attached proposal for the extension
 
of Co-operative Aqreement Nao.263-O102-A-00-9003-00 from
 
Octocer 31, 1991 to Novencer 1, 1992.
 

It 	is our objective to establish all future Cc-operative

Agreement terms on a calendar year basis to maintain
 
consistency with all other internal IESC budgeting and planning
 
hori:ons.
 

As documented in my letter dated Septemoer 11, :991 addressed to
 
Mr. Orion Yeandel, Grant Officer, and reviewed :n our meecing

on 	 Novemner 4, 1991, this proposed extension incorporates the
following revisions to the Co-operative Agreement Cost Elements: 

I. 	 Renaming the cost element Regular (VEP) and Trade and 
Investment Service (TIS) as VE Projects. 

2. Consolidation of Cost Elements for the :rade Enhancement
 
Program (TEP) and Joint Venture Searcn jVS) into a USVE
 
Cost Element.
 

3 	Consolidation of Information Research (ABLE) and Quocing

Service (QS) into an Information Services Cost Element.
 

4. Introduction of a new Cost Element, Egypt Cffice 
Expenses, to be reimbursed by USAID on a monthly basis 
reflecting actual expenditures in the prior month rather 
than the previous practice of allocating tnese expenses 
to eacn project co=pietion. 

5. Retention of the Capital Equipment, Ccnsul:ing Servicos 
Cost Element to maintain visicility on :nis cateqory cr
 
:ESC spending.
 

I 
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INTERNATIONL EXECUTIVE SERVICE CORPS 
MANAGEMENT'S RESPONSE TO FINDINGS 

FORT-. E.E.InD FROMX988 OCTOBER 

THORGH DECEMBER 31, 1991
 

The proposed spending for the period :lovember 1, 1991 to
:Iovemsar 1, 1992 
is attached as Exhibit 1. 
Also includea, :a
assist in your review of this proposal are the followLng

supporting Exhibits:
 

Exhibit 2 - PROJECT ACTIVITY PLANExhibit 3 - PLANINIG FACTORS - VE PROJECTSExhibit 4 -- LAiNIHG FACTORS - USVE PROJECTSExhibit 5 - PLANNING FACTORS - INFORMATION SERVICESExhibit 6 - STAFFING SUMMARY 
Exhibit 7 - EGYPT OFFICE EXPENSES
 

and
 
CAPITAL EQUIPMENT AND CONSULTINlG SERVICES 

A backlog of unreimbursed IESC expenditures in support of
projects completed prior to November 1, 1991 exists. This
rei=ursement backlog is reflected in the attacned Exhibit S,
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 the extension
 
requested at this time.
 

As you know, IESC has suspended submission of Fe1moursement
Requests for Egyptian Pound (LE) expenditures awaiting this
extension of the Co-operative Agreement. 
We will very mucn
appreciate an early review and acceptance of our attached
 
proposal.
 

Thanx you for your assistance.
 

Cordially,
 

David K. Mitchell 
"irector of Operations
 
IESC-EGYPT
 

cc: .obert Kirk, Project Officer
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
 
FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31. 1991
 

EXHI IT 

COOPERATI'JE AGREEMENT EXTENSION PROPOSAL
 
NOVEMBER J. 1991
 

F!::ANCIAL SU:M"ARY 

,1/i1'91 - 11/1/92 

USO 

VE PROJECTS $1,032,660 LE,1,12,350 

USVE PROJECTS $ 46,176 

I:IFORMATIO:l SERVICES $ 12,380 

EGYPT OFFICE EXPENSES $ Z43,655 LE1,1:9,17a 

CAPITAL EQUIPMENT 
CO::sULTIUTG SERVICES 

$ 75,000 LE 148,900 

TOTAL USAID REIIBURSEMENT $1,429,871 
------------

LE2,S90,428 
----------­

:ESC CONTRIBUTIOI $2,459,610 

:JOTE: USD1.C0 - LE3.30 
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EXIIDIT 2 

COOPERATIVE AGREEMENT EXTENSION PROPOSAL
 
NOVEMBER 6, 1991 

PROJECT ACTIVITY PLAN 

11/1/91 - 11/1/92
 

PROJECrC COMPLETIONS 

VE 90 

USVE 16
 

INFORMATIO: SERVICES 20 

mmmmmuummmmm
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EXlIIBIT 3
 

COOPERATIVE AGREEMENT EXTENSION PROPOSAL
 
:jOVEMBER 6, 1991
 

PLANNIfNG FACTORS 

11/1/91 - !1/1/92 

VE PROJECTS 

AVERAGE DURATION 55 AS
 
VEC RATE - 0%
 

PROJECT EXPENSES 

AIR FARE S76SO 
RECRUITING 
FIELD SUPPORTEU! ROUTE 

USD TOTAL 

9a9 
;Zrz----­

s11474 

VEC HOTEL ..... 3
 
"/EC PER DIE1 LE:::99
 

LE TOTAL 
 L=.:T 02
 

.ESS CLIENT CONTRIBUTION 

USAID REI:: - URSE:ME:;T -- ­

:ESC :=:TRIBUTIO:I
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EXHIBIT 4 

COOPERATIVE AGREEMENT EXTENSION PROPOSAL
 
NOVEMBER 6, 1991
 

PLAVNING FACTORS
 

USVE PROJECTS 11/1191 - 11/1/92 

"SVE COORDINATION $1000 
T:ELD SUPPORT 923 
ECRUITING 826 
SVE EXPEZISES 1288 

:2TAL PROJECT COSTS $4137 

*-SS CLIENT CONTRIBUTION ($1251) 

SAID REIMBURSEMENT S2886 
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.XIIBIT 5 

COOPERATIVE AGREEMENT EXTENSION PROPOSAL 
:NOVEMBER 6. 1991 

:lLAum uG FACrORS
 

IN FORMATIO SERVIC.S
 

11/1/91 - :'.9
 

CC!PLET_:S
 

ABLE :5 

-.£D UCTES
 

TOTAL 2 

PLAUMING FACTOPS 

RESEARCH COSTS 

AiR COURZER COST
 

ACM:'I'ISTATIVE C :TRI"::" -_ 

TOTAL REPORT CST
 

LESS CL:::T CC' TRIL:.::::
 

USAID RZE::!BURSE:.:E:T
 

REPORT C:-T 

ABLE •7, :"0 


c3:'!PCS'T ~ 

CLIEN1T C=NTRIBUTITC:f TS 

ABLE --4:00 s-: '. 

C. '!PCS TE -::S 



(V)*.1CCA1.-
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AdV I 111:;ra1L I Vc3 
______~~~~~~2 I)_ -. _ __ _ _ _j__ 

_ _I 

A.Iw3II:SucrC~avia 9 - )(//.2 
- 2 21j 

Surjii)Staff 

(7/1/92 - 2) 

- n i 

TrrdnsporLaLion­
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
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E.HIBIT 7
 

COOPEMATIVE AGREEMENT EXTENSION PROPOSAL 
:1oVEMBER 6, 1991 

TFFIC. E.PE:IS.S
 

"1191 ". 1!9
 

OUSI:G ALLCWAUSCES S132,552 L.E 69,600
 

SUBSISTE:ICE, PER OZL' E235,125
 

LE 96,800
.OCAL TRAISPORTATI 1 


US -.PAVEL S 46,790 'E 6,800
 

:,iSURAxCE, STCRAGE 
 $ Z5,980 

LOCAL :*.IPLOYEE CCSTS LE416 470 

OFFICE REN1T, :AlI:;TE'IAIICE 5 35,333 LE 26,650 

CC4M!UIICATIOUS -LEI20, 6J3 

OFFICE SUPPLIES LE 39,S50 

:,EET:.':;GS, COIIF/ME::BERSHIPS S ,000 LE 69,COO 

OTHER -_ _ LE 48-.:o 

T.CTAL EGYPT CfFICE S4J,655,
 

CAPITAL Evt':"Er:IT .15 75,000 LZ 
C :S'T :. SE:'. -- _ __ __ 
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i,'L _ ,1 	 'EXHIBIT .' 
4!L :ot 1JI , tn.COMMiPCIALC"INgIE. CORNICHg L NIL.CAIRO.EGVPr EXHIBIT_3__ 

tEL: Il l El #Ti. ZI 3;ILX:OR1I NILTLS UN FAX' 1i0814 

:o: R. mcGurc 
R. B. Tara 
H. :iabhan 

FIOE1: Uavid K. ltchelI 

T. .iabhan 
K. Radwan 
H. Nfawar DATE: January 5, 1992 

SUBJECT: CLIEUT CONITRIUUTION 
1992 GUIDELI ES 

I know we're all familiar with IESC policy relating to Client
 
Contributions. That basic policy states:
 

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

1. 	Value of !ESC services to the Client
 
2. 	Client's ability to pay

3. Contribution that project will make to
 

development of private sector."
 

In addition to this world-wide IESC policy, we've developed 
further, Egypt-specific, considerations in estnblishing 
appropriate client contributions. included are the following:
 

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

2. .eccanize client's ccntributiol to the shared IESC/
 
USAIo development objectives in L.ypt.
 

a.) increase emplo'ment -pportunities. 
b.) .ncrease export of !'oyptianz uocds and services. 
c.; "nprove foreian excntanae balances throuan 

increased tourism income.
 
d.) 'ecrease Egyptian dcpeiidaeice upon imported
 

goods.
 
e.) Strengthen rural development efforts through
 

desert reclamation to agricultural use and the
 
resulting export of i-:gyptian produce. 

3. 	::nsistent with USAIU .ypt Mission initiatives 
ana priorities.
 

4. 	"iistcrv of IZSC.'Client rilat ionsiiip in terms of 
prevous projects, samec .1 requests, etc. 
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believe we must continue, -urinq 1?92, to maintain a high
ievei of responsiveness to tre £cypciani private sector clients 
we serve. I encourage us to search out umbrella organizations,
like the Alexandria ausinessmen's Association's Smail and 
:neaium Scale Enterprise Proiecc that can reach and serve the 
micro enterprises that we usually cannot serve on an individual 
basis. 

Zi sensitive to the direct relationship between Client 
Contributi:on and Projects tlanauer compensation and our desire
 
to maintain client contributions at increasing levels to
 
reflect inflationary pressures on IESC costs. However, I
 
believe we all agree that increasing client contributions is
 
not an end cobective .... successful projects for deserving

Egyptian private sector organizations is our shared objevitpe.

let's continue to work together to search out those deserving

clients and then let's insure that the requested client
 
contributions reflect our cojectives.
 

Projects and Programs Managers must continue to present

specific client contribution commitments to clients only after
 
agreement is reached with the responsible Regional Director or 
the Director of Operations. 

With this bacnground, the attached Client ContriLuution 
Guidelines for 1992 are provided for your implementation. 1'd 
welcome all comments on this subject. 

cc: A... *:nowlton 
R. Kirk, USALD 
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INTERNATIONAL LXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS

FOR THE PERIOD FROM OCTOBER 1. 1988
 

THROUGH DECEMBER 31. 1991
 

CLI NT CCUTRIBUT1Otl GUIDELIIES JAjUARY. .992 

-:at.aj.'!oncn - LE 6000 to [:.-'2u 
Average LE 8500If beicw LZ 6000 -:scuss wint: D. Fz. itchell 

Subsequent Months prior to presentcn::ili to Client.- LE 5000 to LC IULIU 
Average LE 6000
 

Z"A~flOS'IIc P OJ CCT.":: 
N'o Wee,.s - LE 5000 to LE 7QQU 

Average LC 60o 
Fach suoseauefi :.oe at L zOO 
no0 v5 FroUSc Iur.uU 

P'IS07UACKPROJ CCrz:.nitaC.L:ontfl 
 If arranaed Atrl... :nitial rroject started 
;n Egypc - no cn-.nge in either project clie jtcontribution, i.e. 
same as original regular

projects.
 

If arranued I3EIPL'u initial project started in

Eaypt, MODEST (i.e. 
no more 
than LE 500) reductic
in client cncr:uution for oich involved project. 
If piou'.bac 
 tc. "r. another country - no change
in Egypt client ::cn-ribtuticn. 

Subsequent months - Same as Reaular Frciects.
 

'-'S7' PROJECTS ­ One-tire total :L ent ccncrltuticn of at least
LE 3500. P-,vrie,- -:ifull cn sianina.
,S'E troleczs 
-us: Le bounded in time forccmoletic,1 and -r" :.ot te c.uel-ended. 

•.... ..... 
 - Sasic, '*o-hr. - LE 30.o 
Each additic-.3a l -rs. - LE 600Payment, in full. :n sionin7, includes air-courie
charge for stud,. deiivery. 

•,' l.q'2O.FA,::: '/,Each SE of three uotatiors - LE 1500Favrent, 4:1 culi, ::I sio,.lill-. 
.et' .d ent.,re cl1::-:bu'7iin :f ESC is unacle
to "leli'.er it le ­ three P t'Lorna invoice

quotaticns.
 

•-:n: Forns
 

http:leli'.er
http:additic-.3a
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INTERNATIONAL EXECUTIVE SERVICE CORPS
 
MANAGEMENT'S RESPONSE TO FINDINGS
 

FOR THE PERIOD FROM OCTOBER 1. 1988
 
THROUGH DECEMBER 31, 1991
 

INTERNATIONAL EXECUTIVE SERVICE CORPS 'EXHIBIT C.' 
'LVONtL CCMUEdOCIALCElNTIM. CORMICZI EL 41L. CAIRO ECGPT
 

° 71E.4441415.4 I[ArE 21Z3%XI 12222 NILLS FAX
4 62i1Is 

:jiv 22..992 

Ms. Aida El SchesmyAssistani Generat Manager 

Commercial Internationai Sank
 
Nile Tcwer Building
 
2lU'23 Giza Street
 
Giza. Egypt.
 

Dear Ms. Aida. 

his lener conrfirms our discussions todav in which I autnonzed CIB to convert our U.S. Dollar
 
account lAccount No.i-90-35618-5) to an interest.oeanna account.
 
r:is my understanding that the following provsions appy to th s newv au nonzed rc:ii:: 

I. ;teres: wll be computed daily bosch uoon the averate daily raiance in 

;te account iminimum balance or S000.00 appiesi. 

:nterest wfil be earned at the daiiv CIB "call rate' , -.I,nich ca.n cc aj.:ustedily based upon the London Lneroank( caI rate. 

Z.:ntcrest will be credited to our account each monin on me twentv-sixth i25th.:fthe month. initial interest payments on the IESC -. count wuil theretore becfeited on Aucust 26. 1992 for tne penod July 2 . l992 :hroucn August 2.. I992. 

thank you for your assistance in this matter. 

Cardiai. 

David :K.Mitchell 
Director of Operations 
[ESC-EGYPT 

xc: R. Dimitr, 
7.A. Brown 
R. ?.oven 
W.3ieier 
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Auditor's Response 

General 

All the questioned costs/recommendations contained in this report
 
were discussed with the IESC/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 - Eavtrans
 

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 EX enditures
 

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

nature. 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-related and are
 
of the type which would require advance USAID approval.
 

INTERNAL CONTROL STRUCTURE
 

Recommendation3
 

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 6
 

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 a 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.l
 



APpendji E 

Page I of I 

INTNRATIONAL EXECUTIVE SlERV'C 

GRANT PROPOSAL MODEL 

CORPS. 

,£Ild TE,R (:I 'OTALIU(T 

amuw" asim s "I.ms 

L' ++'-+" :+'- - -, - -iHI11 

":-'-

:_-

.-

It 

.P5: I: ' 

-

;a 

el 

"@. 

9"44 

'" ' 2 2 . 

.149 : 

3. - ;;.; 

- I-. . . .-. .-: ..')t-

. -

*z .::. 
aft­ o 

.o 

"'"o ""*:" ; 

,-.-..:: 
.32 

:m~q,. .,)! ' :: 

%V0(N
 



--

"APPENDIXF

UNITED STATES AGENCY for INTERNATIONAl DEVELOPMENT 

USAID 
CAIRO, EGYPT 

MEMORANDUM 


TO: Philippe A. Darcy, RIG/A 
 .,
 

FROM: 
 Beth S. Paige, DIR/CS/ L
 

DATE: November 3, 1992
 

SUBJ: Draft 
Audit of International 
Executive Service Corps
Related to Local Expenditures Incurred under Cooperative
Agreement No. 2 63-0102-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 Standardized Regulations which apply 
to U.S. Government
Contractors. 
 These regulations 
DO NOT apply
recipients under Handbook 13. 
to grantees or
 

Regulations 
In practice, we use the Standardized
as GUIDANCE in determining costs to
reasonable; however, grantees be fair and
and recipients 
are not subject to
these limits.
 

DIR/C/LTR
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REPORT DISTRIBUTION
 

No. of copies

U.S. Ambassador to Egypt 


1
 
Mission Director, USAID/Egypt 


5 
Assistant Administrator for Bureau
for Near East, AA/NE 


2
 
Associate Administrator for
Finance and Administrazion, AA/FA 


1
 
Associkte Administrator for
Operations, AA/OPS 


1
 
Office of Press Relations, XA/PR 


1
 
Office of Financial Management, FA/FM 


1
 
Bureau for Legislative Affairs, LEG 


1
 
Office of the General Counsel, GC 


1
 
Country Desk 

POL/CDIE/DI, Acquisitions 1
 

1
 
FA/MCS 


1
 
IG 


1
 
AIG/A 


1
 
IG/A/PSA 


1
 
IG/A/PPO 


2
 
IG/LC 


I 
IG/I 


1 
IG/RM/C&R 


5
 
Other RIG/A's 


1 each
 


