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UNITED STATES OF AMERICA
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

OFFICE OF THE REGIONAL INSPECTOR GENERAIJAUDIT
 

March 30, 1993
 

MEMORANDUM FOR 	D/USAID/Egpt, Henry HA assford
 

FROM 	 RIG/A/C, h arcy
 

SUBJECT : 	 Audit of U. S. Investment Promotion Office (USIPO)
 
Local Expenditures Incurred Under Cooperative
 
Agreement No. 263-0102-A-00-9073-00 and Related
 
Program Income Account
 

The attached report dated December 13, 1992 by Price Waterhouse
 
presents the results of a financial audit of U.S. Investment
 
Promotion Office (USIPO) locally incurred costs under Cooperative
 
Agreement No. 263-0102-A-00-9073-00 funded by USAID/Egypt, and the
 
related program income account. USIPO was responsible for
 
facilitating joint ventures between Egyptian and foreign partners
 
for the export of Egyptian products, advising foreign investors,
 
maintaining rosters of Egyptian experts in various fields as a
 
resource for foreign investor, identifying local sources of finance
 
and foreign markets for Egyptian products, and monitoring on-going
 
ventures.
 

We engaged Price Waterhouse to perform a financial audit of USIPO's
 
locally incurred expenditures of LE 1,295,575 (equivalent to
 
$417,928) and $612,020 under the cooperative agreement mentioned
 
above for the period July 1, 1990 through March 31, 1992 and
 
$69,327 under the program income account for the period December 1,
 
1990 through September 17, 1992. The purpose of the audit was to
 
evaluate the propriety of costs incurred during those periods. In
 
performing the audit, Price Waterhouse evaluated USIPO's internal
 
controls and compliance with applicable laws, regulations and
 
project terms as necessary in formiig an opinion regarding the Fund
 
Accountability Statements.
 

Price Waterhouse questioned $69,094 (including $2,931 in
 
unsupported costs) in costs billed to A.I.D. by USIPO under the
 
cooperative agreement and also, questioned $47,453 (including
 
$11,679 in unsupported costs) in expenditures from the program
 
income account that were considered unallowable or unsupported.
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These questioned costs include counterpart contributions not paid,

consultants fees, travel expenses, publication, conferences and
 
capital expenditures. Price Waterhouse noted material weaknesses in
 
USIPO's internal controls relating to employee advances and
 
classification of costs incurred. In addition, the Report on
 
Internal Controls disclosed reportable conditions which were not
 
considered to be material weakness, relating to time and attendance
 
data, cash, and safeguarding of assets. Finally, Price Waterhouse
 
reported that no material items of noncompliance were noted.
 

Price Waterhouse has reviewed USIPO's response to the findings,

Where applicable they have made adjustments in their reports or
 
provided further clarification of their position. For those items
 
not addressed, the response provided by USIPO has not changed their
 
understanding of the facts underlying the questioned costs of the
 
Fund Accountability Statements or the reportable conditions and
 
material weaknesscs in the Report on Internal Control Structure.
 

Recommendation No. 1.1: We recommend that USAID/Egypt resolve
 
questioned costs of $69,094 consisting of ineligible costs of
 
$66,163 and unsupported costs of $2,931 as detailed on page 11
 
and pages 15 through 17 of the audit report.
 

Recommendation No. 1.2: We recommend that USAID/Egypt resolve
 
questioned costs of $47,453 consisting of ineligible costs of
 
$35,774 and unsupported costs of $11,679 as detailed on page

12 and pages 18 through 20 of the audit report.
 

These recommendations will be included in the Inspector General's
 
audit recommendation follow-up system. Until we are advised of
 
USAID/Egypt's determination regarding the questioned costs,

Recommendations No. 1.1 and 1.2 are considered unresolved. These
 
recommendations can be resolved when we receive the Mission's
 
formal determination as to the amounts sustained or not sustained
 
and can be closed when any amounts determination be owed to A.I.D.
 
are paid by USIPO.
 

Recommendation No. 2: We recommend that USAID/Egypt require

USIPO to address the inadequate internal control procedures as
 
detailed on pages 24 through 33 of the audit report.
 

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

Please advise this office within 30 days of any actions planned or
 
taken to close the recommendations. We appreciate the courtesies
 
extended to the staff of Price Waterhouse and to our office.
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February 11, 1993
 

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 the U.S. Investment Promotion Office
 
("USIPO") reimbursements from the United States Agency
 

for International Development Mission to Egypt ("USAID")
 
for Cooperative Agreement No. 263-0102-A-00-9073-00
 

pursuant to USAID's Technical Cooperation and Feasibility
 
Studies Project No. 263-0102 for the period from July 1,
 
1990 through March 31, 1992. Additionally, this report
 
presents the results of our audit of USIPO generated
 
income ("program income") under the aforementioned
 
Cooperative Agreement for the period from December 1,
 

1990 through September 17, 1992.
 

Background
 

USIPO was founded in 1981 and is based in Cairo, Egypt.
 

The primary objectives of USIPO are (1) to increase
 

private investment in Egypt and (2) promote Egyptian
 

exports in cooperation with the Government of Egypt, the
 
Egyptian Businessmen's Association, the Egypt United
 

States Business Council, the American Chamber of Commerce
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and the Export Development Bank.
 

USIPO meets its objectives by facilitating joint ventures
 

between Egyptian and foreign partners for the export of
 

Egyptian products; advising foreign investors;
 

maintaining rosters of Egyptian experts in various fields
 

as a resource for foreign investors; identifying local
 

sources of finance and foreign markets for Egyptian
 

products; and monitoring on-going ventures.
 

USIPO receives its funding from USAID and self generated
 

fees 	("program income").
 

Audit Objectives and Scope
 

The objective of this engagement was to perform a
 

financial cost-incurred audit of USAID funds provided to
 

USIPO pursuant to Cooperative Agreement No. 263-0102-A­

00-9073-00 under USAID's Technical Cooperation and
 

Feasibility Studies Project No. 263-0102 and to determine
 

if expenditures from USIPO generated program income were
 

used to further eligible program objectives. The
 

financial cost-incurred audit encompassed expenditures
 

and required counterpart contributions for the period
 

from July 1, 1990 through March 31, 1992 and the program
 

income audit covered the related revenue and expenditures
 

for the period from December 1, 1990 through September
 

17, 1992. Specific objectives were to determine whether:
 

1. 	 The fund accountability statements for USIPO present
 
fairly, in all material respects, project revenues
 

and costs incurred and reimbursed under the
 

Cooperative Agreement in conformity with the
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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,
 

A.I.D. Handbook 13, and A.I.D. Acquisition
 

Regulations, subpart 731.7;
 

3. 	 The internal controls, accounting systems and
 
management practices of USIPO are adequate for USAID
 

agreements;
 

4. 	 USIPO is in compliance, in all material respects,
 

with the Cooperative Agreement terms and applicable
 

laws and regulations;
 

5. 	 USIPO has taken adequate corrective action on
 

recommendations in Audit Report No. 6-263-91-02-N
 

dated December 31, 1990; and
 

6. 	 Expenditures from the program income account were
 
used to further eligible USIPO activities.
 

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

in December, 1992.
 

The scope of our financial cost-incurred audit work was
 
all incurred expenditures and required contributions for
 
Cooperative Agreement No. 263-0102-A-00-9073-00. Within
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each budget line item, we selected amounts for testing on 

a judgmental basis to test a majority of the related 

amounts. We tested expenditures of LE 875,904 and 

$ 362,300 out of total expenditures of LE 1,295,575 and 
$ 612,020, respectively. In addition, we tested whether 

all required counterpart contributions were received by 

USIPO. 

Our tests of expenditures included, but were not limited
 

to, the following:
 

1. 	 Reconciling USIPO's accounting records to invoices
 

issued to USAID and testing of costs for
 

allowability, allocability, reasonableness, and
 

appropriate support;
 

2. 	 Determining that payroll 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 USIPO's control over
 

USAID funded project equipment.
 

The scope of our program income audit was all revenue and
 

expenditures from the separate bank account established
 

to receive and expend program income funds. We tested
 

one hundred percent of the transactions from this
 

separate account. Our audit tests were designed to
 

determine if expenditures from the program income account
 

were in furtherance of eligible USIPO activities.
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Except as discussed in the next paragraph, we conducted
 
our audits in accordance with generally accepted auditing
 
standards and the financial audit requirements of
 
Government Auditing Standards issued by the Comptroller
 

General of the United States. Those standards require
 
that we plan and perform the audits to obtain reasonable
 
assurance about whether the fund accountability
 
statements are 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 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.
 

As part of our examination, we made a study and
 
evaluation of relevant internal controls and reviewed
 

USIPO's compliance with applicable laws and regulations.
 

Results of Audit
 

Cooperative Agreement fund accountability statement
 

our audit identified $ 69,094 in questionable costs,
 

including $ 2,931 of unsupported costs.
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Proaram income fund accountability statement f f 

Our audit identified $ 47,453 in questionable costs,
 

including $ 11,679 of unsupported costs.
 

Internal control structure:
 

We recommend that USIPO adopt procedures to ensure the
 

proper classification of all costs incurred and develop
 

better internal control procedures surrounding employee
 

advances, employees' time and attendance data, cash, and
 

the safeguarding of assets. We also noted certain
 

internal control issues of a non-reportable nature which
 

we have reported to the management of USIPO in a separate
 

letter dated December 13, 1992.
 

Compliance with Agreement terms and applicable laws and
 

reQulations:
 

No material items of noncompliance were noted. However,
 

we noted certain immaterial instances of noncompliance
 

that we have reported to the management of USIPO in a
 

separate letter dated December 13, 1992.
 

Management's comments
 

USIPO management comments have been obtained and are
 

included in Appendix C of this report. USIPO provided
 

comments on the majority of the findings and agreed to
 

implement the internal control recommendations. (Note:
 
Only USIPO's summary sheets are included in Appendix C
 

due to the volume of supporting schedules, etc. that were
 

included in their responses. The supporting schedules,
 

etc. have been retained by us and
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are available for inspection at any time.) Where
 

applicable, we have provided further clarification of our
 

position in Appendix D.
 

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 INDEPENDENT ACCOUNTANTS
 

December 13, 1992
 

Mr. Philippe Darcy
 

Regional Inspector General for Audit/Cairo
 

United States Agency for
 

International Development
 

We have audited the accompanying fund accountability
 

statements of U.S. Investment Promotion Offize ("USIPO")
 

relating to expenditures incurred for Cooperative
 

Agreement No. 263-0102-A-00-9073-00 pu:suant to the
 

United States Agency for International Development
 

Mission to Egypt ("USAID") Technical Cooperation and
 

Feasibility Studies Project No. 263-0102 for the period
 

from July 1, 1990 through March 31, 1992 and the related
 

revenue and expenditures from the procjram income acc-ount
 

for the period from December 1, 1990 through September
 

17, 1992. These financial statements are the
 

responsibility of USIPO's management. Our responsibility
 

is to express an opinion on these financial statements
 

based upon our audits.
 

Except as discussed in the next paragraph, we conducted
 

our audits 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 audits to
 

obtain reasonable assurance about whether the fund
 

accountability statements are free of material
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misstatement. An audit includes examining, on a test
 

basis, evidence supporting the amounts and disclosures in
 

the fund accountability statements. An audit also
 

includes assessing the accounting principles used and
 

significant estimates made by management, as well as
 

evaluating the overall financial statement presentation.
 

We believe that our audits provide a reasonable basis for
 

our 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 AuditinQ 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 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.
 

As described in Note 3, the accompanying fund
 

accountability statements have been prepared on the basis
 

of cash receipts and disbursements, which is a
 

comprehensive basis of accounting other than accounting
 

principles generally accepted in the United States of
 

America.
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Included in the fund accountability statements are
 

questioned costs of $ 69,094 and $ 47,453 relating to
 

Cooperative Agreement No. 263-0102-A-00-9073-00 and the
 

program income account, respectively. The basis for
 

questioning these costs is more fully described in the
 

"Fund Accountability Statements - 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 statements referred to above present
 

fairly, in all material respects, USIPO's expenditures
 

for Cooperative Agreement No. 263-0102-A-00-9073-00
 

pursuant to USAID's Technical Cooperation and Feasibility
 

Studies Project No. 263-0102 for the period from July 1,
 

1990 through March 31, 1992 and the related revenue and
 

expenditures from the program income account for the
 

period from December 1, 1990 through September 17, 1992
 

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 statements included in the first 

paragraph. The supplemental information included in 

appendices A and B is presented for purposes of 

additional analysis and is not required L' part of the 

basic financial statements. Such informatin has been 

subjected to the auditing procedures applied in the audit 
of the basic financial statements and, in our opinion, is 

fairly stated in all material respects in relation to the 

basic financial statements taken as a whole. 
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U.S. INVESTMENT PROMOTION OFFICE
 

FUND ACCOUNTABILITY STATEMENT
 

COOPERATIVE AGREEMENT NO. 263-0102-A-00-9073-00
 

PURSUANT TO USAID'S TECHNICAL COOPERATION
 

AND FEASIBILITY STUDIES PROJECT NO. 263-0102
 

FOR THE PERIOD FROM JULY 1, 1990 THROUGH MARCH 31, 1992
 

Income 


Salaries 


Consultants 


Travel 


Other direct costs 


Publications 


Conferences 


Capital expenditures 


Rent 


Total Expenditures 


Actual 


(Note 2) 


$ 120,546 

190,518 

77,392 

118,963 

36,708 

468,686 

10,695 

6,440 

$ 1.029.948 


Ouestioned Costs Audit
 

Ineligible Unsupported Findings
 

(Note 8) (Note 8) Reference
 

$ 48,805
 

371 $ 758
 

7,283 Pages 15
 

7,350 484 through
 

904 17
 

94
 

1,356 1,689
 

$ 66,163 $ 2,-


See accompanying notes to the fund accountability statements.
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U.S. INVESTMENT PROMOTION OFFICE
 

PROGRAM INCOME ACCOUNT FUND ACCOUNTABILITY STATEMENT UNDER
 

COOPERATIVE AGREEMENT NO. 263-0102-A-00-9073-00
 

PURSUANT TO USAID'S TECHNICAL COOPERATION
 

AND FEASIBILITY STUDIES PROJECT NO. 263-0102
 

FOR THE PERIOD FROM DECEMBER I, 1990 THROUGH SEPTEMBER 17, 1992
 

Questioned Costs Audit
 

Actual Ineligible Unsupported Findings
 

(Note 2) (Note 8) (Note 8) Reference
 

Program revenues: (Note 4)
 

Debt swap deals $ 55,500
 

Commissions 20,572
 

Bank interest 1,878
 

Total 77,950
 

Expenditures:
 

Business trip to Prague $ 6,132 $ 6,132
 

Gifts 6,448 6,448
 

Travel/transportation 16,886 13,415 $ 3,471 Pages 18
 

Car telephone 667 667 through
 

Guest trip 5,582 5,582 20
 

Bonuses 806 806
 

Advertisement 1,649 1,649
 

Capital assets 1,075 1,075
 

Food and beverage 8,208 8,208
 

Eligible program
 

objectives (Note 6) 21,874
 

Total 69,327
 

Net (Note 5) $ 8.623 $ 35,774 $ 11.679
 

See accompanying notes to the fund accountability statements.
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U.S. INVESTMENT PROMOTION OFFICE
 

NOTES TO THE FUND ACCOUNTABILITY STATEMENTS
 

NOTE 1 - SCOPE OF AUDIT:
 

The fund accountability statements of USIPO include all
 

expenditures for Cooperative Agreement No. 263-0102-A-00-9073­

00 for the period from July 1, 1990 through March 31, 1992 and
 

the revenues and expenditures from the program income account
 

for the period from December 1, 1990 through September 17,
 

1992. There is no provision for reimbursement of indirect
 

costs.
 

NOTE 2 - SOURCE OF DATA:
 

The column, labeled "Actual" is the responsibility of USIPO ­

and represents cumulative amounts incurred for Cooperative
 

Agreement No. 263-0102-A-00-9073-00 and the related program
 

income account for the period from July 1, 1990 through March
 

31, 1992 and from December 1, 1990 through September 17, 1992,
 

respectively.
 

NOTE 3 - BASIS OF PRESENTATION:
 

The fund accountability statements have been prepared on the
 

basis of cash receipts and disbursements. Consequently,
 

revenues and expenditures are recognized when received or paid
 

rather than when earned or incurred.
 

NOTE 4 - PROGRAM REVENUES:
 

Program revenues represent gross income earned by USIPO from
 

debt-swap transactions, client commissions and interest
 

earnings.
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NOTE 5 - NET:
 

Represents the balance in the separate bank account and petty
 

cash.
 

NOTE 6 - ELIGIBLE PROGRAM OBJECTIVES:
 

Represents expenditures from the program income account that
 

were used to further eligible program objectives.
 

NOTE 7 - EXCHANGE RATE:
 

Expenses incurred in Egyptian pounds have been converted to
 

U.S. dollars at an average exchange rate of 3.10 Egyptian
 

pounds to 1 U.S. dollar.
 

NOTE 8 - 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 A.I.D
 

Acquisition Regulations, subpart 731.7, OMB Circular No.
 

A-122 and A.I.D Handbook 13 which prescribe the nature and
 

treatment of reimbursable costs not specifically defined in
 

the Cooperative 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
 

Cooperative 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 auestioned costs are detailed in the
 

,Fund Accountability Statements - Audit Findings" section of
 

this report.
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U.S, 	INVESTMENT PROMOTION OFFICE
 

COOPERATIVE AGREEMENT FUND ACCOUNTABILITY STATEMENT
 

AUDIT FINDINGS
 

Our audit procedures identified the following items related to
 

Cooperative Agreement No. 263-0102-A-00-9073-00 that are
 

ineligible or unsupported: 

Item Description Ouestioned Costs 

Ineligible Unsupported 

A. 	 Income:
 

(1) 	The required counterpart
 
contributions to USIPO activities
 
were not paid in total. $ 32,414
 

(2) 	Improper handling of
 
check sent to USIPO
 
by USAID in error. 16.391
 

48,805
 

B. 	 Consultants:
 

(1) 	Establishment of library
 
for Engineering Society. 323
 

(2) 	Private tour. 48
 

371
 

(3) 	Airline fare and hotel charges. $ 758
 

C. 	 Travel:
 

(1) 	Driver tips which
 
are unallowable per
 
OMB Circular No. A-122. 103
 

15
 



item Description 	 ouestioned costs
 

(2) 	Unreasonable taxi fare during
 

business trip to Europe 


(3) 	Costs of travel to Libya 


(4) 	Gifts-flowers 


D. 	 Other Direct Costs:
 

(1) 	Expenses for car telephone.
 
Luxury items are not
 
allowable. 


(2) 	Tips, donations
 
and gifts. 


(3) 	Deposit paid as a guarantee
 
for a letter of credit for
 
use of an international
 
telephone line and not
 
liquidated upon the grant
 
closure. 


(4) 	Purchase of dictating
 
machine without prior USAID
 
approval as required by
 
the Cooperative
 
Agreement, Attachment
 
1, page 4. 


Ineligible Unsupported
 

$ 5,883
 

1,200
 

97
 

1,694
 

430
 

5.226
 
7.350
 

$ 484
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Item Description OUestioned Costs 
ineligible Unsupported 

E. Publications: 

(1) Purchase of flowers. Gifts 
are unallowable. $ 582 

(2) Membership fees paid to 
an organization that 
is the co-contributor 
with USAID for USIPO 
activities. 322 

904 

F. Conferences: 

(1) Food costs with 
no explanation of 
business purpose. 94 

G. Capital Expenditures: 

(1) Typewriter and shredder 
purchased without 
prior USAID approval 
which is required 
by the Cooperative 
Agreement for general 
purpose equipment. $ 1.689 

(2) Purchase of aluminum 
partitions for which a 
budgeted amount was not 
provided. 1,356 

Total questioned costs 66.163 $ 2,931 

$ 69,094 

17 



U.S. INVESTMENT PROMOTION OFFICE
 

PROGRAM INCOME FUND ACCOUNTABILITY STATEMENT
 

AUDIT FINDINGS
 

Our audit procedures identified the following amounts from the
 

program income account that are ineligible or unsupported:
 

Item Descrivtion Ouestioned Costs
 
Ineligible Unsupported
 

H. 	 Business Trip to Prague
 

(1) 	Expenses for trip to
 
Prague, Czechoslovakia.
 
Czechoslovakia is included
 

in the USAID list of Non-free
 
world countries.
 

Hotel Accommodations $ 3,043
 
Airline 2,740
 
Transportation 242
 
Gifts 57
 
Other 50 $ 6132
 

I. 	 Gifts:
 

(1) 	 Egyptian and
 

European government
 
employees $ 5,247
 
Others 1.201 6,448
 

J. 	 Travel/Transportation
 

(1) 	Taxi fares in Paris 
and Brussels (Oct. 1991) 

and rentals unsupported 
with business purpose. $ 421 

18
 



Item Description Ouestioned Costs 
Ineligible Unsuported 

(2) Upgrades from economy hotel 
accomodations to suites and air 
tickets from economy to 
first class. $ 7,839 

(3) First class air fare 
for two trips to various 
locations for Executive 
Director and one trip for 
Administration Manager 
without USAID approvals. 5,576 

(4) Miscellaneous 
unsupported consultant 
travel expenses. $ 3,050 

13,415 3,471 

K. Car Telephone: 

(1) Installation and 
phone charges for 
car telephone. 667 

L. Guest Trip: 

(1) Expenses for travel 
and full accommodation 
for guests to Paris, 
France (two trips). 5,582 

M. Bonuses: 

(1) Ramadan dinner for 
USIPO staff 
(June 7, 1992). 600 

19 



Item Description Questioned Costs 
Ineligible Unsupported 

(2) Prophet Mohamed bonus 
(September 15, 1992). $ 206 

806 

N. Advertising: 

(1) Advertising expense 

which is unallowable. 1,649 

0. Capital: 

(1) Purchase of television 
and video player 
without USAID 
approval. 1,075 

P. Food and Beverage: 

(1) Represents numerous 
dinners without 

documented business 

purrose and persons 
in attendance. $ 8,208 

Total questioned costs $ 35,774 $ 11,679 

$ 47,453 
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REPORT ON INTERNAL CONTROL STRUCTURE 

REPORT OF INDEPEND ACCOUNTANTS 

December 13, 1992
 

Mr. Philippe Darcy
 

Regional Inspector General for Audit/Cairo
 

United States Agency for
 

International Development
 

We have audited the fund accountability statements of
 

U.S. Investment Promotion Office ("USIPO") relating to
 
expenditures incurred for Cooperative Agreement
 

No. 263-0102-A-00-9073-00 pursuant to the United States
 

Agency for International Development Mission to Egypt
 

("USAID") Technical Cooperation and Feasibility Studies
 
Project No. 263-0102 for the period from July 1, 1990
 

through March 31, 1992 and the related ravenue and
 
expenditures from the program income account for the
 

period from December 1, 1990 through September 17, 1992,
 

and have issued our report thereon dated December 13,
 

1992.
 

Except as discussed in the next paragraph, we conducted
 
our audits 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 audits to
 
obtain reasonable assurance about whether the fund
 

accountability statements are free of material
 

misstatement.
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We did riot have an external quality control review by an
 
unaffiliated audit organization as required by paragraph
 

46 of Chapter 3 of Government Auditina Standards since no
 

such quality control review program is offered by
 

professional organizations in Egypt. We believe that the
 
effect of this departura from the financial audit
 

requirements of Government Auditing Standards is not
 

material because we participate in the Price Waterhouse
 
worldwide internal quality control prcgram 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 audits of USIPO, we
 
considered its internal control structure in order to
 
determine our auditing procedures for the purpose of
 

expressing an opinion on the fund accountability
 

statements, and not to provide assurance on the internal
 

control structure.
 

The management of USIPO 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
 

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.
 

Our consideration of the internal control structure would not
 

necessarily -sclose all matters in the internal control
 
structure that might be material weaknesses under standards
 

established by the American Institute of Certified Public
 
Accountants. A material weakness is a reportable condition in
 

which the design or operation of one or more 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 financial
 
statements being audited may occur and not be detected within
 
a timely period by employees in the normal course of
 
performing their assigned functions. Our audits disclosed the
 
following conditions which we believe constitute material
 

weaknesses:
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MATERIAL WEAKNESSES
 

The employee advance system contains several weaknesses
 

related to management's ability to identify, quantify, and
 

control employee advances. In particular, we noted:
 

Employee advances are not reconciled on a timely basis.
 

Outstanding advances are not liquidated prior to issuance
 

of additional advances.
 

Salary advances remained outstanding for up to four
 

months.
 

Individual and summary advance totals are not maintained.
 

Recommendation 1
 

We recommend that USIPO implement the following procedures or
 

controls:
 

1.1 	 Employee advance accounts should be maintained and
 

reconciled to the cash disbursements records and expense
 

reports each month. To facilitate a proper
 

-econciliation the following procedures and controls
 

should be implemented:
 

* 	 Monthly advance totals from the cash disbursement 

records should be compared to the advance subsidiary 

records and differences investigated by the
 

Executive Director.
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Employee expense reports should be summarized
 

monthly and compared to the advance subsidiary
 

records. Differences should be investigated by the
 

Executive Director.
 

* 	 Advances that have not been liquidated within a 

reasonable time period should be refunded to USIPO. 

* 	 Employee advances should be approved prior to 

issuance and the employee should sign for its
 

receipt.
 

The accountant in-charge should initial all advance
 

request forms and expense reports.
 

1.2 	 Employee advance account reconciliations should be
 

reviewed and approved by the Executive Director.
 

1.3 	 Employee salary advances should be liquidated on a timely
 

basis. Payroll deductions or other alternative
 

arrangements should be implemented.
 

Costs of the Cooperative Agreement were misclassified among
 

budget line items.
 

During the course of our audits, we noted numerous instances
 

in which costs were misclassified among budget line items.
 

Often this misclassification occurred where the proper
 

allocation of costs to their appropriate budget line items
 

would have resulted in line items exceeding budgeted amounts.
 

Proper classification of costs is a basic assertion in any
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financial statement and improper classifications result in
 

incorrect and misleading financial information.
 

Recommendation 2
 

USIPO should implement controls to ensure that all costs are
 

properly classified. Specifically, a chart of accounts
 

detailing what types of costs are included in each budget line
 

item or account should be developed. Additionally all
 

accounting entries should be approved by management prior to
 

being entered into the accounting system.
 

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
 

statements. Our audits disclosed the following reportable
 

conditions:
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REPORTABLE CONDITIONS
 

Employees' time and attendance data are not properly processed
 

and documented and 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.
 

This breakdown in the internal control structure may allow
 
employees to be paid for time not worked.
 

Recommendation 3
 

Employees should prepare time cards or other source documents
 

which should be reviewed to determine that such documents art
 

complete and have been approved by the employee's supervisor.
 

3.1 	 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.
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* 	 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:
 

Improper segregation of duties exists in this area. For
 

example, one individual is responsible for custody,
 

approval and recording of petty cash activity.
 

Checks are made payable to "bearer" or to "individual or
 

bearer." Not only is there a loss of control over
 

regular business transactions, but the way may be clear
 

for the processing of unauthorized transactions.
 

Bank 	account reconciliation procedures are not adequate.
 

Cash 	remittances received directly at USIPO are not
 

listed.
 

Fidelity insurance is not maintained for employees with
 

cash handling responsibilities.
 

Reconciliations are not performed of costs submitted to
 

USAID to USIPO accounting records.
 

Prenumbered forms are not used for petty cash
 

disbursements.
 

28
 



Recommendation 4 	 t 

In order to improve internal accounting controls surrounding
 

cash, we recommend the following:
 

4.1 	 Management strengthen the segregation of duties in this
 

area. The controls needed to adequately safeguard petty
 

cash depend not only on the size of the fund but also on
 
the dollar volume of fund activity. USIPO should be
 
alert to increased activity in cash funds, since this may
 
indicate that they are being used for transactions which
 
should be processed through regular disbursement
 

procedures. Periodic counts should be made of cash funds
 

by someone independent of all cash functions.
 

4.2 	 All cash remittances received directly at USIPO 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.
 

4.3 	 Bank accounts should be reconciled on a monthly basis.
 
Additionally, a responsible official, who is also
 

independent of all cash processing and recording
 
activities, should review and approve all completed
 
reconciliations. Proper bank reconciliations should be
 

documented and include the following procedures:
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* 	 Comparison of deposit amounts and dates with 

cash receipt entries. 

Comparison of payee name, date and amount on
 

canceled checks with cash disbursement records.
 

Comparison of endorsements on canceled checks
 

to payees as shown on the face of the check.
 

(This may be done on a test basis.)
 

* 	 Comparison of book balances used in reconciliations 

with the cash disbursement listing. 

* 	 Footing the cash book. 

4.4 	 Checks made payable to "bearer" and the Executive
 

Director should be prohibited. Also, consider the use of
 

cashiers checks for payments to consultants located
 

abroad.
 

4.5 	 Fidelity coverage should cover all employees or officials
 

involved in custodial, processing or recording
 

activities. Prudent business management would dictate
 

that this coverage be obtained, especially in light of
 

the current internal accounting control environment
 

surrounding cash whereby, among other weaknesses, there
 

exists improper segregation of duties (see 4.1 above) and
 

bank reconciliation procedures (see 4.3 above). Fidelity
 
coverage is not a substitute for an adequate system of
 

controls. USIPO must be able to detect irregularities
 

and prove the loss before insurance claims will be
 

honored.
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4.6 	 USIPO should ensure that amounts billed USAID are
 

reconciled with USIPO records.
 

4.7 	 Prenumbered forms should be used to record petty cash
 
disbursements. The forms should be prepared in a manner
 

which precludes alternations and accounted for on a
 

periodic basis.
 

Weaknesses exist over the safeguarding of assets. In
 

particular, we noted that:
 

Productive assets are not adequately insured.
 

* 	 Detail property records are not maintained.
 

Physical counts of assets are not performed as a routine
 

matter.
 

Recommendation 5
 

In order to improve internal accounting controls over
 

productive assets we recommend that:
 

5.1 	A comprehensive insurance policy be purchased for
 

all significant assets in which USIPO assumes the
 

responsibility for maintenance and safekeeping. The
 
possibilities of loss to USIPO if fire or other hazards
 

are not covered by insurance includes not only the loss
 
of assets but, among others, operating losses and the
 
non-obtainment of the projects' objectives which may
 

result from the disruption of operations.
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5.2 	 Detailed properly records should be developed and include
 

the following information:
 

* 	 Asset description, location and identification 

number. 

* 	 Date of acquisition, vendor or lessor and installed 

cost. 

* 	 Identification of grant funds used for purchase. 

5.3 	 Detailed property records should be periodically compared
 
with 	existing assets. To maintain physical control over
 

its productive assets USIPO should include one or more of
 

the 	following techniques:
 

Complete physical inventories on a periodic or
 

rotating basis.
 

Physical inventories limited to items where risk of
 

loss or misuse is significant.
 

Random selection of recorded assets for physical
 

inspection by internal auditors or others as a test
 
of accountability for productive assets and of the
 

reliability of the records.
 

* 	 Periodic appraisals by independent insurance 

representatives. If insurance appraisals are based
 

on inspections of assets and if they are performed
 

in a manner which permits items (or groups of items)
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to be traced to fixed asset ledgers, such appraisals
 

may be the equivalent of a physical inventory.
 

When differences between the recorded and existing assets are
 
found to exist, appropriate action should be taken to correct
 
the discrepancy and to eliminate its cause.
 

We also noted other matters involving the internal control
 
structure and its operation that we reported to the management
 
of USIPO in a separate letter dated December 13, 1992.
 

This report is intenCed for the information of USIPO'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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REPORT ON COPLIANCE WITH LAWS AM REGULATIONS
 

REPORT OF INDEPENDENT ACCOUNT|iNTS
 

December 13, 1992
 

Mr. Philippe Darcy
 

Regional Inspector General for Audit/Cairo
 

United States Agency for
 

International Development
 

We have audited the fund accountability statements of
 

U.S. Investment Promotion Office (USIPO) relating to
 

expenditures incurred for Cooperative Agreement No. 263­

0102-A-00-9073-00 pursuant to the United States Agency
 

for International Development Mission to Egypt ("USAID")
 

Technical Cooperation and Feasibility Studies Project No.
 

263-0102 for the period from July 1, 1990 through March
 

31, 1992 and the related revenue and expenditures from
 

the program income account for the period from December
 

1, 1990 through September 17, 1992, and have issued our
 

report thereon dated December 13, 1992
 

Except as discussed in the next paragraph, we conducted
 

our audits 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 audits 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 .:he
 

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.
 

Compliance with laws, regulations, agreements, and
 

binding policies and procedures applicable to USIPO is
 
the responsibility of USIPO's management. As part of our
 

audits we performed tests of USIPO'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 statements are 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, USIPO 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 USIPO had not complied, in all material
 

respects, with those provisions.
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We noted certain immaterial instances of noncompliance
 

that we have reported to the management of USIPO in a
 

separate letter dated December 13, 1992.
 

This report is intended for the information of USIPO'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.
 

36
 



U.S INVESTMENT PROMOTION OFFICE
 

SUMMARY AND STATUS OF 1990 RECOMMENDATIONS
 

The following discussion relates to the current status of
 

prior audit recommendations as disclosed in Audit Report
 

No. 6-263-91-02-N dated December 31, 1990.
 

All recommendations have been satisfactorily resolved to
 

the satisfaction of USAID.
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Appendix A 

Page 1 of 2 

U.S. INVESTMENT PROMOTION OFFICE
 
COOPERATIVE AGREEMENT
 

NO. 263-0102-A-00-9073-00
 

ADDITIONAL INFORMATION
 
FUND ACCOUNTABILITY STATEMENT EXPRESSED
 

IN EGYPTIAN POUNDS OR U.S. DOLLARS
 

FOR THE PERIOD FROM JULY 1. 1990
 
THROUGH MARCH 31. 1992
 

Actual LE Actual Total 
Expenditures Expenditures Expenditures Expenditures 
Incurred Expressed Incurred Expressed 

in LE in US $ in US $ An us $ 

Salaries LE 372,142 $ 120,046 $ 500 $ 120,546 
Consultants 190,853 61,566 128,952 190,518 
Travel 43,972 14,184 63,208 77,392 
Other direct costs 364,902 117,711 1,252 118,963 
Publications 58,143 18,756 17,952 36,708 
Conferences 236,611 76,326 392,360 468,686 
Capital expenditures 28,952 9,339 1,356 10,695 
Rent 0 0 6,440 6,440 

Total Expenditures LE1,295,575 $ 417,928 $ 612,020 $1,029,948 
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Page 2 of 2 
U.S. INVESTMENT PROMOTION OFFICE
 

PROGRAM INCOME ACCOUNT UNDER THE COOPERATIVE
 

AGREEMENT NO. 263-0102-A-00-9073-00
 

FUND ACCOUNTABILITY STATEMENT EXPRESSED
 

IN EGYPTIAN POUNDS OR U.S. DOLLARS
 

FOR THE PERIOD FROM DECEMBER 2. 1990
 

THROUGH SEPTEMBER 17, 1992
 

Not applicable as the program income account is dollar denominated.
 



Appendix B
 
Page I of 5
 

U.S. 	INVESTMENT PROMOTION OFFICE
 

COOPERATIVE AGREEMENT
 

NO. 263-0102-A-00-9073-00
 

ADDITIONAL INFORMATION
 

QUESTIONED COSTS DETAIL OF AMOUNTS AS INCURRED
 

IN EGYPTIAN POUNDS OR U.S. DOLLARS
 

FOR THE PERIOD FROM JULY 1. 1990
 

THROUGH MARCH 31, 1992
 

Our audit procedures identified the following items related to Cooperative
 
Agreement No. 263-0102-A-00-9073-00 that are ineligible or unsupported:
 

Amount Converted Amount Questioned 

incurred to incurred costs 
Item description in LE US $ in US$ US$ 

A. 	 Income:
 

(1) 	The required counterpart
 

contributions to USIPO
 
activities were not paid. $ 32,414 $ 32,414
 

(2) 	Improper handling of
 

check sent to USIPO
 
by USAID in error. $ 16,391 $ 16,391
 

B. 	 Consultants:
 

(1) 	Establishment of library
 
for Engineering Society. LE 1,000 $ 323 $ 323
 

2) Private tour. 	 LE 150 $ 48 
 $ 	 48 

:3) 	 Airline fare and hotel
 
charges. LE 2,350 $ 758 $ 758
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Item description 

Amount 

incurred 

in LE 

Converted 

to 

US S 

Amount 

incurred 

in US$ 

Total 

Questioned 

Costs 

us$ 

C. Travel: 

(1) Driver tips which 

are unallowable per 

OMB Circular No. A-122. LE 320 $ 103 $ 103 

(2) Unreasonable taxi fare during 

business trip to Europe $ 5,883 $ 5,883 

(3) Costs of travel to Libya $ 1,200 $ 1,200 

(4) Gifts-flowers $ 97 $ 97 

D. Other Direct Costs: 

(1) Expenses for car telephone. 

Luxury items are not 

allowable. LE 5,250 $ 1,694 $ 1,694 

(2) Tips, donations 

and gifts. LE 1,334 $ 430 $ 4.0 

(3) Deposit paid as a guarantee 

for a letter of credit for 

use of an international 

telephone line and not 

liquidated upon the grant 

closure. LE 16,200 $ 5,226 $ 5,226 
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Total 

Amount Converted Amount Questioned 

incurred to incurred Costs 

Item description in LE us $ in US$ US$ 

(4) Purchase of dictating 

machine without prior USAID 

approval as required by 

Agreement, Attachment 

1, page 4. LE 1,500 $ 484 484 

E. Publications: 

(1) Purchase of flowers. Gifts 

are unallowable. LE 1,805 $ 582 $ 582 

(2) Membership fees paid to 

an organization that 

is the co-contributor 

with USAID for USIPO 

activities. LE 1,000 $ 322 $ 322 

F. Conferences: 

(1) Food costs with 

no explanation of 

business purpose. LE 292 $ 94 $ 94 

G. Capital Expenditures: 

(1) Typewriter and shredder 

purchased without 

prior USAID approval 

which is required 

by the Cooperative 

Agreement for general 

purpose equipment. LE 5,238 $ 1,689 $ 1,689 
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Item description 

Amount 

incurred 

i 

Converted 

to 

us S 

Amount 

incurred 

in US$ 

Total 

Questioned 

Costs 

US$ 

(2) Purchase of aluminum 

partitions for which a 

budgeted amount was not 

provided. 

Total questioned costs LE 36.439 $ 9,291 

$ 1,356 

$ 59.803 

$ 1,356 

$ 69.094 
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U.S. INVESTMENT PROMOTION OFFICE
 

PROGRAM INCOME ACCOUNT UNDER THE COOPERATIVE AGREEMENT
 

NO. 263-0102-A-00-9073-00
 

ADDITIONAL INFORMATION
 

QUESTIONED COSTS DETAIL OF AMOUNTS AS INCURRED
 

IN EGYPTIAN POUNDS OR U.S. DOLLARS
 

FOR THE PERIOD FROM DECEMBER 1. 1990
 

THROUGH SEPTEMBER 17. 1992
 

Not applicable as 
the program income account is dollar denominated.
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Paqe I,of 24 

U.S. INZETMENT PROXOTION OFFICE
 
USIPO KMNGEMMIT COOfmTI
 

USIPO 
U.S. inveutment Promotan Office 

USAID/ Cairo 
:.6.kasr Al-Air St.. 

Cairo 

Dar Sirs. 

Re: LSIPO Grant Audi: 

Re.erence to the above mentioned subiect and to the Fund Accountabilitv Statement Audit 
Finainas, I have the pleasure to enciose nerewith our inal comments prepared on the 
£orementioned findings. 

_-'cuid you need any fi.rther ciarucauon. piease do not hesitate to contact us. 

erv tiulv yours. 

Emad Abdel Razek 
Executive Director 

CC. - Mrs. Exa Snow - Price Waternouse 
Mr. Frea Kirscnstein - Proiect 05cer USALDFI.
 

- Mrs. Beth paige - Contract Ofricer / USAID
 

as mentonea aoove 

EA.he. 
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U. 8. INVZLTXM PROMOTION OFFICE
 
U81I1O MANAGE42NT COXKZWS
 

USIPO 

USIPO'S COMMENTS
ON 

THE REPORT ON INTERNAL CONTROL STRUCTURE 
REPORT OF INDEENDENT ACOUNrAN 

We wuI try to start aolying most of the recommenoations as you have 
reouestea in the aoove mentionea report. as soon as possible 

EAhe. 
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U..BIMETXMNIT PROXOTION o77Jrz
 
USIPO MANGMENMY COMMMTE
 

dSlPO_ 
_JSIPOUSIPO'$ 

_ _ 

COMMEN7S 
U.S. Inmtewd Pmmotion Ofi Ice tP Ml 

FUND ACCOUNTABILITY TA TMEN
 
AUDIT FINDINGS
 

ITEM DESCRIPTION QUESTONED COSTS 

LElIGIBLE UNSUPPORTED 

.4. GEVERAL: 

'I. E,7ranBuunasmen'sAssociaton required 
conmbuons go USLPO activities we not paid S S6.704
 

EBA was suooosea to conmbute LE. 316.900 and
 
S!9.,0. EBA sent 13 pamcpanu.s to the Mil Fair
 

Aca. " caructuanu to the Prague Fair. The pid booth I
 
:e.se. aure.and periem for a total of S4 r.-00.
 

E3A also paid S19.933.30 inrent for USIO office
 
.:ac:.
 
I otal EA connrtouuon S.61.133.30. T7hs is wed over 
: 'e amount tney were suooosed to contribute. 
P?lease see relevant enclosures) 

I Collection of unauthorized ccmimaons !tom
 
-eorrenand debt.svap deais not re!'unded to
 
USAID S '.949
 
.r-ce wazernouse snoui review the Cooorative
 
-k-eemenr where it ;s cieary statea that L'SIPO is
 
rientea toward sustamaoiity a&na to codec? fees. T!his f
 

was suostanuatea ov aBaker & M-Ke,"e Lezaz Stuay i
 
-:a Lrtner muned by mne ooarc of Dire.crs of
 
'5O. %L.Grez Huser of USA was a vouni
 

mernoer.
 
-.. ..ese inds in
e le.3i suay aa,.sea USIPO to piace 

' z seoarate account ana use mnose runcs oruv for
 
:rcect re:ate our.oss. T"hese recomencations were
 
ratne b tne Boara itn Mr. Greg Huger of US.-UD ai
 
votll nernoer.
 

3. .ne..o cted previous andcurrentgrant.hundsnot 
refunded to 'SAIJD S :.053
 
Ali fumds 'om previous ganr nave bees r..efnded to
 
'USA r.
 

i?'aesee relevant enciosures) 

http:S.61.133.30
http:S19.933.30
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U.S. ZNVTXI PROMOTION OFICZ
 
US 110 XANAGEXZNT CO3OXZUS
 

USIPO 

ITEM DESCRIPTION QUESTIONED COSTS 

INELIGIBLE IUNSUPPORTED il 

CONSULTANTS: 

. US apprass wme n obtainedfor the hnnq I
 
ofegaho w JU(taicu . lqal OW auc"Mnj as I
 

ireqiru bY OMB CircoarNa A-122. Aiachxm &, I
 
page 18 #26. and(he Cvopaviif Agrmement.
 

j6uackAxms i. page 5, G4 S 190.516
 

lt could be that Lnusinterpreted section V A.4 of the 
Coopmm Agrmeemau which provides thu any
 
subaprumnats to be entered into by the Recipient
 

which aru to exceed S10.000 or LE equivalent. shal
 
requur the approval ofthe Grant Officer. I interpreted
 
thisaclse to provide me the authoty to hire
 
consutants when the amount was under S10.00 In
 

Lhos aess of the Cooperative Agreement which
 
specifv how to maunuun an effectve and efficient
 
orgartmoons the hung of multiple consultants is
 

advised. In addition, under those areas of Cooperative
 
'Agreement outlining the Executive Directors
 
Iresponsiotlities it is pointed out that the efficient
 

rurnun of the organization is my responsibility I was 
'also cnalued with bnnging these decisions to me review i
 

of the Executive Comnmttee, all of which I penormed.
 
I do not otieve I have violated the "intent- of the
 
.Cooperauve Agreement and believe that the oroceoures I 
1we used facditated the accomplishment of the oblectivesi
 

of the ormect. Had I followed AID procedures for
 
'approvau these expenditures would still have aeen maae i
 

and the total project costs would be the same. Please
 
excuse my laose if indeed I was required to ootain
 

approvai for consuitants when the cost did not exceed
 

$10,000.
 

.2. Improo handling ofcheck sent to USIPO by 
'USAIDine'or. S 16.391 

USAID were supposea to pay a leatner consuitant 
directly but inadvenentlv issued the check to LSLPO 
,Upon instructions t.om the USALD Project Officer. 
iUSEPO creatted their account and paid the consuitant 

:directly The consultant checks and receipts are 
attached 



Appadz C 
Paqe 5 of 24 

U.S. INVUETMEUT PROMOTION OF'ICS
 
USIPO MANAGEMINT COMMENTS
 

USIPO
 

-3.
 

ITEM DESCRIION QUESTIONED COSTS 

INELIGIBLE IUNSUPPORTED Il 

C TRAVEL 

I. Dmw UP which are unailownMpeptOMB i
 
,Cwcul" Na A-12Z S :03
 

Please notice tha dnvers work sometures ior more than I 
18 hours Wi we have no budget for ovenme. also
 

notice that the nature of project isquite different than
 
Iany other AID project for example if we are receiving
 
foreign buyers who usually amve late 9Pm someumes
 
we used to pick them up at the airport and drive straight

lahead to Aexandi simply because the buyers time is soi 
precous so he would amve to Cairo on aFriday night 

iand leave on aMonday morning, we will be very happy
 
to fuinsh you with one or more of the buyers visit.
 

'2.Unreasonable taxi far during business mp to 
S ;.383Europe 

,Two USIPO staffmemoers conauctea two tros to 
Europe - one mo for 14 days July 23 - August 7) and
 

one tmp to Belmum for 24 days tSept. 2 - Scot. Z3) ­
,total days 38 for one staffmemoer. This staff memoer i
 
averageo S88.65 per day and the other staff memoer
 
!ws mBelmum for 24 days, average cabfare peroayi I
 
S93.1 i. Receipts are available for all tnps.
 

'Unless one assuems that both staff members consoired 
Ito increase unreasonably their cab fares, it aooears that 
these cost reorment actual costs of doing business in 
these locaus. Receipts should also indicate tnat tnese 
.were actuu costs of doing business inthose iocais. 
,USIPO Voucher P 67. 74. 76 

J. Costs of rmiw to Libya S ;.:0 

.Itismy unaermanodin that with the breakdown of the 
communist regimes. some AID staff have traveled 
frequently to ex-communist counmes. I hae uso been i 

advised that when questions were put to AID 
:Washington acout the banned list. they were told that 
the list was under review Because USLPO was 

Lm 
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U.S. INVESTMNT PROMOTION OFFICE 
USIPO MANAGEMENT COMMENTS
 

USIPO 

aeJ cosDMw 

specaically onenred to trade promotion in the Middle 
Eau with no speczicauon as to actuaW countries. Libya
 

not conudi edto be ruled OUL Tis is especuidy
 
true snce Libya isahistorical tradig partner o"Egypt.
 
Egypt has opa Oorders and good trade relations with 

*,byaLNevertheess. we decided after one trip that for
 
political reasons we should not facilitate trade with this
 
country.
 

14.Gift-.loin, is 97 
Tnes items are minor promotional items. Lcan not 
accept an nvitasmo to aEuropean reception where food
 
and drink amre
saved without taking or sendting dowers
 
this is a cultm practice ad over Europe that can not be
 
violated by us or anyone else seeking to do business
 
there.
 

Please see enclosed copies of invitations received from
 
different European Embassies to their Nationai day,
 
meeung some of their delegations etc.
 
.1care to stress wat these diowers are not tifts but apan
 
,of the Public Relations Job.
 
Please do not targzet that I carried abusiness card with
 
.the US name on itano Lam woring win Europe, I was I
 
ilooked at inte oenniung as ifI am spving ior the
 
laccount of the US embassv, and it took me quite some
 
time to build the trust in USIPO as an oranizatuon. also
 
we ao not have an expense account so I can not
 
reciprocate these receptions by doing the same therefore I
 
the least I cowd do isto seno flowers. 

,)
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U.S. INVZESTENT PROMOTION OlICI
 
USIPO MANGE T COMMENTS
 

USIPO 
ITEM DESCRIPTION I QUESTIONED COSTS 

INELIGIBLE IUNSUPPORTED 
a. OTHER DIRECT COSTY: i 

1.Elpeufor car rdp . Refe to VMB P.4.
 
ow cmrscia r61- (0. LAuwy utemu t not
 
duaAwh "."IIS 1,694
 

Compu -ue apay lawps md other commwucaizon
 
equpment were once considered luxury items. They are
 
now consdad "essamah for thi conduct of business.
 
Simia ty, car phones for business execuuves save staff
 
time. trananon costs, and are somenm essual for
 
the ezfiis conduct of busAa in traZc snared Clue$.
 
This buness atem saves money. It would be short
 
Sighted and obsolete to consider acurd phone aluxury
 

item for a smaled business services orgaztion 
which isshor tffed. 

Tps, doamwuus tf ,S 430
 
lease notice tua drivers wort sometimes for more than
 
I8 hours ad we have no budget for overtime, also
 

*noucethat the nature ofproject isquite different than
 
;anv other AID project for example if we are receiving
 
!foreign buvers wno usually arrive late 9Pm sometimes
 
we used to picK them up at the airport and dnve straght
 

lahea to Alexandna simply because the buyers time isso
 
precious so ne wouid arrive to Cairo on aFriday nJrt
 
and leave on aMondav mornrung, we will be very nappy
 

Ito turnasn you with one or more of the buyers visit.
 
1J.Deposmi psas=a guarantee fOr a ener of credi for I 

"usofintwnanomnal telephone line and not iquadwed 

lupon the grnt closure 5.226
 
'Ihave given " correspondence with our project officer
 
to the auditor. however. I care to clarif that we had
 
only two teleonone lines phone & fax) and bnein an
 
Exporulnvesunent Promotion Office all our work iSwith
 
the USA (Investmrt Promotion) Eurore (Export
 
Promotion : the ARENTO people got burned by lots of
 
comparues wn would lease uirnished offices and make a
 
big figures ano leave their offices with outstanoine oils.
 

.at acertnin tulle, we were theatned to have our ines
 
cut whzh isone tung we can not afford. This letter of
 
.guarantee was iquidated. 
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UISIPO 

Pgev 5 conaun" 

4Pmwch of *cttn neciwe w*kous prio USA ID 

4a.U 1. page 4. 1$ 484 

[ was under the iinpress on that this purctase fl under
 
MY perogurve (LE 10,000). Kindlv notice that the
 
Execuwne Director attends most of his meetis outside
 
the ofce, thereore. it is easier to tape the meeting and
 
gave it back to the secreutry to document it. This isalso
 
due to the diffierent nature of the project all my meetings
 

,are with my clients in their factories or atricultural fields., 
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USIPO MANAGEMENT COMINTS 

USIPO 
-8-

ITEM DESCRIPTION I QUESTIONED COSTS I1 

LNELIGIBLE IUNSUPPORTED IiF CONFERENCES 
I. Food cost 'uk Re oqWkunew of buimnas puj nd S 94 I 

This wa abusiness fncuon, plauning meetmg ior the 

agcunture group to plan a future exhibition. We had 
around 20 perons for ametung wit!. USAID so we had
 
to book aseparate oom at the Mayfair restaunt in
 

our building; as you can se our ofice can not 
!accomnmodus* 20 vemrons. dates attac~ed andl recuivts. 



ApOpeaz C 
Paqe 10 of 24 

OFFICEU.. INVESBUIT PROMOTION 
US PO MAID6GEDIA T COMXZ TS 

USIPO 

-9. 

ITEM DESCRIPTION 	 I QUESTIONEDCOSTS 

!INELIGIBLE I UNSUPPORTED 11 

G.CAPITAL EXPENDITURES 	 i 
I. Typ#WUW m srewp9dr paIMf d wiukeou pnor
 
USAID appvpu which isrequiredb the 1
 

S .689fmforMgeMfipuep0oCoapdroffm AS faM 

I was under the impression that the .vepwnter& the 
shredder pumse fallunder my perogauve (LE
 
10.000). USIPO frequently receved conjidenuai bids
 
on purchas and /or export tranucons where the
 

bidder destred that there bids remain confdentuaa,
 
Consequentiv. we felt and stdi believe stronRy that a
 

Ishredder isessential to maintain the conidenualitv of
 

busins communicailons where those items represe t
 

Ifinaxia tramcuons. We bought the shredder for 
'saetv reasons as I believe that shredding adocument is
 
defuitelv better than throwin.t it inwaste oaskets.
 
12. Prchas of Alununum pamnonsfi/r which a 

" 1.356budu ,re aWf-a was not proidete 

USAMI disailoweo the cost 
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U.S. INVZTNU? PROMOTION OFFICE
 

USIPO MANAGEMENT COMMENTS
 

TDC - EGYPT 
TRADE DEVELOPMENT CENTER - EGYPT 

Cairo. January 27. 1993 

Mr. Jeffry flmtga 
Price Waoomuae 
4.Road 261.
 
New M"ai
 
Cairo
 

Dear Sir, 

Re: USIPO Graun Au 
PmA mm laeom Accomu 

-
1.1990 tkhlr"1 1 17. 1992

for the yro.g frmw Dec 

Refuirce to the above meaoned subject and to the Fund Accoumabdity StAMeIMn Audit 

Findinp. I have the pleaure to enclos herew.h ou finad comma prepaed on the 
indings as per your leter dated Jan 7Lid recaved Jan. 10.

aioremenuonea 

Should you neea any further cla'iucation. please do not hesitate to contact us. 

.	 £Ff'-"'' )'.ei~iuiy Vo=fl 

Excutive Director 

CC. 	- RIG/A - USAID
 
- Mr. Fred Kirschsteun - Proiect Officer. USAIDFI.
 
- Mrs. Beth Palse - Contract Officer .,SAID
 

Enc.: as mentioned above. 

EA/he. 
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.8. INVESTE]T PROXOTI0 0F71CZ 
US1PO MAN1AG]IYT CO mirTs 

TDC - EGYPT 
USIEO'$ COMMENTS-


ON
 
PROGRAM INCOME
 

FUND ACCOUNTABILIr STATEMENT
 
A UDI TFINDINGS 

1TEM DESCRIPTION QUESTIONED COSTS 

LVELIGIBLE IUNSUPPORTED 

. BUSINESS TRIP TO PRAGUE: 

1. Erpenses for mp to Prague, CzechoslovakiA. 
6.132Cechoslovakiais included in the USAID list offnon iS 


free worid counmes
 

Enclosed isthe legai opinion of Mrs. Viki Moore oi
 
!the Legsa office LSAMD.
 

t 5
 



__ 
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U.*8 TV]BElTNT PROMOTION OF'CE
 
USIPO XNAGENIT COMaMI'I
 

TC - EGYPT • 2"
 

ITE-VDFSCRIP77ON QUESTIONED COSTS 

LNEUGIJBL UNSUPPORTED ii 

L GIFTS: 
jI. Eppaaa anal Ehw a lewmahNIuamp. ye 

iandoduk. S 6.448 

USS2810 reprsets 9 new telephone lnes torL" 


1TDC. changng te old name USIPO to TDC on 
!previous Telephone unes (telephone company aid not 
submit an invoice for these figures); suoscnptton for a 
new P.O.Box instead of sharing EBA's P.O.Box. 

**Thefigfure of US$390 for labor and social seuty 

oifies'uspecuons and reports. 

" US S1325 Promotional cost for TDC opening 
:cermony aedm by H.E. Miuaer Atef Ebied ana 
,Mr. Henry Bassibri (Egyptian T.V., photographer. 
caerm Video paozographer. security personnel. care i 

~service). 

US 540 present during Prague trip Nov.23. 1991 
LS S50 present dunng Duba trip June. 1992 

two presents eacrn of US S50 during Brusseis tro 
June 1992 
4:two presents eacn of US S50 during Brussels tmo 

Aug. 1992 
US S35 present during Pas trip Aug 9, 1992 
US S49 present auring Toulouse trip. Au.g. 199: 
US S50 present auring Dusseldorf Aug, 1992 
US S35 present during Dusseldorf Aug. 1992 
US S50 present during Koln Aug 19. 1992 
US S50 present during Pans trip Aug. 19. 1992 

Balance of USS1364 could not trace itwould 
3ppreciae ifPW couid give us some more details about 
It. 

A
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U.S. MBV8STTW PROXOION of'ClC 
usPO MANAOEMINM CO)MOINS 

TDC - EGYPT 
.3-

ITEM DESCRIPTION I QUEMTONED COSTS 
I
1 

INELIGIBLE IUNSUPPORTED II 

_j. TRAVEL/TRANSPORTA TION 

I.Toxfares in Paris & Brussels (Oct 1991) and 
Z1rentals unsupported with business purpos. I! 

S
 
This figre represent car rent from AVIS Co. (Copy of""I
 

the rent enclosed). 
*Friday Oct. 25. 91 meeting with Bull Computer
 
company together with Dr. H]isham ElSherif. Advisor
 
to the Minister of Cabinet Afairs (follow-up on SITEF
 
Exhibitioni and also had lunch with them. Bull opened I
 
an office in Cairo last year.
 
Meeting with Minitel Company as a follow-up on
 
SITEF exhibition.
 
,Meetung with Mr. Berzi, Egyptian manufacturer of
 
ready made garments and introduced him to Mrs.
 
Spindle buyer for STEILMANN (German Co.)
 
'Saturdav. Oct. 26.drove to Brussels to confer with
 
our Ambassador Hussein EI-Kanei and returned to
 
Paris same oay
 

Sunday. Oct. 27, met with Eng. Hisham Shawki one
 

of the partcipants of SITEF exubition for luncn to
 
ifollow-up on tneir progress dunng the function ana inI
 
:he evenine met with Mrs. Spindle (buyer) to discuss
 
',er mo to Cairo.
 
*Monday. Oct. 'A.breakfast with Mr. Deniean of I
 
CEPLA who heiped in preparng some of our meetings I
 

inToulouse dunng SITEF; and drove to the airport to
 
return to Egypt.
 

[ do believe that the above mentioned is relevant to mv 
Vtro to SITEF exhibition.!business 

P Upgrades from economy hotel accommodanons to
 
suites and air tickets from eronomy to first class IS 7.S39
 

There isno basis in fact for that statement all room
 
rates are actual room rates not suites as per hotel rates
 
inParis. [ do have an image to maintain, and I do not
 

believe I can invite the European Economic
 
Community representatives and our Ambassador to the
 

EEC as well as our Consul General to attend aUSIPO
 
AMJI,fnction and odge them in an hotel that match the 
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U.8, ZIVSTIT PROMOTZON 0371CE 
USIPO M.aEMGmIUnL C08oIn 

MC - EGYPT 
Liv 3 Colnue 

peadien USS3| for lodging andl97 forfood. Also 
itwould not make any sense that I lodge them Inan 
hote and I stay i anothu one. (PW looked aUa hotel 
receipts a them was no single ricept whems I have 
stayed inasue. and they are welcome to look at 
them am to vaeu this staimen). 
total hotel differences US$5.195.09 

* oncerning the upgrading of my rips there was no 
sudance pertinen to this accom and any top 
execuvme would y frt especially inlong trips (i.e.
Dub,, - Brusl 9houri flig~lu) 

toral airline dimmc US .643.90 

I. Fuw d ,auf.mforn-, OOw 0 vo" iocan 
for Eownw Drtorv o,ow p for 
Admiwm Mxaeera wakow USAID 
apprd IS 5.576 

1am enclosung the correspondence with AID 
concerning these two fu.nctons (Dubai and STEF 
exhibitionsi 
AID did defniteiv approve these two functions: I flew 
first sunovi because I was travelling from London to 
Dubai Iruant trip left about 10pm and it isarouno 9 
hours flaht). k ie the Adminustative Manager flew 
economy ana being asoftware funcon, she isthe onuvl 
and best one to represent the USIPO inthis funcion in 
Dubai. (Wlie buying our software and hardware sne 
was the one neo-tang the otiers with AD to get tne 
approval for the orocurement _ 

4..ucalanemwUneupporredConsuams Trrai 
iS 3.050 

, am enciosig ail the receipts covenng the trip oir. I 
Ghada Fouaa to attend TDC exhibition in Germany. 
PW did review those receipts. Ido not know wnv itis I 
considered unsuvoorted. 

Al
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UsIPO MIN CGMZ1T COMENTS
 

TDC EGYPT 

nIEDISCRAJON 	 I QUSTONED COS 11 
INELIGIBLE IUISUPPORTED 

L CAR TELEPHONE:
 

L In MU MUR .i 667
OWphone chwgwfor caregp 	 S 
-S 667 

Computer esPeaaY lapops and other commum aon i 
eqwpment were once considered luxAy itemL Thev are I
 
now considered es-enna" for the conduc ofbuness.
 
Similarly, car phones for business ecuaives save sff 
une, saon costs. and are somenmes essenual for 
the cm conduct ofbusiness intnc vinaed cmes. 
7T1i busins nn saves money. It wouid be s1hort 
sigid and obsolee to consider acar phone alwumry
 
item for a specLiz&dbusiness services organzzon
 
which isshort slaffed.
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U.S. INVESTMENT PROMOTION OFFICE
 
USIPO MANAGEMENT COMINTS
 

TDC - EGYPT 
.6.
 

;ri Malln; ~ QUESTONED COSTS 
IELIGIBE IUNSUPPORTED 1 

r GUEST1.'Fxewa TRIP.,or veJ ad!"Uaccommodatio foruz to P ris, Fra m (wo raps). S 5.5_2 

Trip No. 1. covered USIPO's participation representing 
Egypt inone of the most signihcant advance tecnnology 
exhbitions inEurope SITEF inToulou:t, France 
(ctober 91), and whereas Egypt was the guest of 
honor and a ul day of the exhibition mmlv was 
dedicated for visits by top French offcials to visit the 
EgY1ptia Pavion. Therefore, inviting Dr. Hisbam 
EiShenf as atop Egyptian official who isresponsible for 
&nisterv Cabinet Lnformation & Decision Support 
Centeri[DSC) and Advisor to the Mmsters' Cabinet was 
rnecessary for the image of Egypt in such event. 
(adetaded report covering the exubition isenclosed) 

-Trip No. 2. covered SIAL exhibition in France and the 
invitation of both Dr. Rhein, Director ofMiddle East in 
the EEC and Ambassador Hussein El-Kamel, Egyptan 
Ambassaaor to Bruussels and the EEC. This invitauon 

Iwas extenied as being a part of the negonations to 
!cooperate with the EEC to provide TDC-Egypt with 
funds to serve its goal of being seif-suffcient by the end 
of the grant. This sort ofactivity TDC isenutted to 

Icarry out as pc -enew TDC Grant Agreement 
(Attachment No. ,,263-0226-A-00-2027-00. page 5of 
8, V.). Copy enclosed of this pan of the grant 
:agreement along with a detaded report about the meeting 
with Dr. Rhein. 
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U. . INVISTIuM PROMOTION 071CE
 
USIPO MANAGEHENT CODIENT9
 

TDC - EGYPT 
.7. 

ITEW DESCRLMI7ON I QUESTIONED COSTS 

IVEUGZELE IUNSUPPORTED 
M. BONUSFS, 

1. RgXU d imnwfor USlPO Staff June7,1992 
Tis gathuig L needed insuch a spiritual month to 
enlance the tea spirit of the staff and suem the fact 
tha&Hthe office i one maly. I believe that such 
concept is necesary to have good worcing 
atmosphere and more producuve staff. 

IS 600 

2 ProphaMohammd boMIM S 206 
This bonuswas manly given to the drivers and ofce 
boys. Please nouce that drivers work sometimes for 
more than 18 hours and we have no budget for 
overtime, also nonce that the nature of project isqwte 
'different than any other AID project for example ifwe 
are receivmng toreign buyers who usuarly arrive late 
9Pm sometimes we used to pick them up at the airport I 
and drive straigln ahead to AlexaIndria simply because 
1the buyers time isso precious so he would arrve to 
Cairo on aFriday ight and leave on aMonday 
morniniL we wil be very happy tc furnish you with 
one or more of the buyers visit. 
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U.S. INVESTMENT PROMOTION OFFICE 
USIPO MANAGEMENT COMMENT8 

TDC - EGYPT -8. 

IM DESCIPTON I QUES7ONED CO-!SS 

LVEUGL&E IUNSUPPOR.TED II 

N. ADVERTISNG 

1. AdvalimbWq wckk is uwiio pep OMB I 
IS 1.649ciraWai N. A-122. p I. 

This was nt an acwaai advert-nent but it was a
 
promouona material to market TDC services. This isan
 
allowable cost under the debt -swap account, please
 
check the enciosed letter (first paranph in the second
 
page )addressed to Eng. Hussan Sabbour. Chairman of
 
the JBC and sen by Mrs. Priscala Del Bosque,
 
Associate Director, USAID/TL regarding the aspects to
 
which DC can spent money under the debt-swap
 
account. 
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U.8. ZSV.'BTMT PROXO!ZON OI1ZCB
 
UBIPO MANAGEMT CO)O ZNTS
 

TDC- EGYPT 
.9­

rTEM DFSCRLP77ON 	 f QUESTIONED COSTS 
INEIGIBLE I UNSUPPORTED I 

O.CAPITAL 	 1 
1.PkrChm Of t4kMs~x a"d "dwvPiquff Wthau 

1 1,075 _US.4o.PIM11"11u1p 
USIPO purchased atelevision and video in order to 
further its promoon and stafft uizng 
objectve. The video which wa made included every
 
US executive of US firms operating inEgypt and also
 
included the US Ambassador to Egypt. All discusas
 
the investmem climate, their expaience of doing
 
busine in Egypt, and why Egypt was an anactive
 
investment local. The video is shown to potential
 
investors who visit USIPO's ofice in order to discern
 
their interest inpossible future direct investment. This
 
method of using videos as apresenaioal and
 
Ipromotional technique is widely used inmore 
!developed countries. 
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USIPo mmaNGmZN COMM~z1s 

TC - EGYPT
 

1-After the celebraion ceremony attended by the Mission Director and allAID top staff at EBA premises (May 13th); we had our celebration and Itook the office for a lunch. 
2-Apnl 21st,1992 lunch at Swissair restaurant with Mr. F. de Maurris-nsBelgium commercial counsellor to discuss triangular transaction (Egypt-Belgium-Tunisia); in my way back to the office I bought the staff somechocolate and sweets.April 29th,1992 dinner at Swissair restaurantrepresentative inCairo to discuss possibility to get some financing to TDCfrom the European Mission.(as 

with P. Phillipe EC 
requested in my grant cooperativeagreement). 

3- The whole trip to Belgium, Dubai, Toulouse, and Paris, was charged tothe Swap account I had Dr. Hesham El Sherif the advisor to the MinistersCabinet Affairs officially representing Egypt in SITEF as well as theEgyptian Counsel General in Marseille as Fityt wits the uet of honor inthi tf ulnint 


4- 1 am enclosing a copy of the(B.Vadarput) dscussing 
dinner receipt with the Fabrimetajvanous possibility of cooperation.(October 1291). 

5- Lunch with Mr. Rene Mo.#tens in Brussels our promoter in the Benelux(October 13,1991). 
6- Dinner with the participants in Dubai exhibition on the night of October14,1991 ;to discuss the press conference which took place the next day
October 15,1991.
 
7- Dinner with 
 the representative of the minister of informationcabinet affairs in the Intercontinenta andhotel in Dubai(Oct.18 ,1991).

8- 1am enclosing 
a copy of the invoice of the hotel in Dubai and as I said
the whole trip was charged to the SWAP account.
 
9- 1 am enclosing the receipt of my hotel in Paris starting the 24th ofOctober till the 28th.1991; continuation of my SITEF exhibition with Dr.
Hesham El Sherif and various visit during the three nights.
p lease see my answer to --7;..j . , a& ,,
2 , 
10- SITEF exhibition attended by Dr. Hesham El Sherif advisor theminister cabinet affairs and representing Egypt during the functionthe -guerr.albragr being 

http:Dubai(Oct.18
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U.S. 	 IZVSTXZNT PROMOTION OIIP7CE 
USIP0 MNIGEMET? CORIZNTS 

TDC 	 - EGYPT 

S1I-EC Egypt desk Mr.Pasadeos together with Mr. P.Phillipe of Cairo EC
Mission in a visit organized by TDC as per the request of H.E.
Ambasador McGeever to visit three ready made garments factories in
Alexandria on Friday Nov.6th.1992 for the day ;a follow up of Pasadeos
after attending TDC function in Cologne Germany in Aug. 1992 with H.E.
H. El Kameh; enclosure a receipt of the lunch at Sea Gull in Alexandria. 

12- Lunch in Paris with M. Reignez of Uromoff consultant company to
oqganize some meeting for ',gyptian Manufacturers during the SIAL
function which took 	 place in Paris during the month of October 
1992.(lunch was on Aug. 17,92) 

13- Nov.2 91 Dinner with J.L.Denjean Promoter in Paris to discuss follow 
up report about SITEF of Toulouse.( Cairo ,Semiramis Hotel) 

Nov.24,91 dinner with Canadian Mission to Egypt to discuss
possibility to get fund for USIPO and various cooperation with their SIDA 
(Canadian AID Program ) also lunch with L.Gregory on Nov. 25th for 
continuing discussion of same subject.( Cairo, Semiramis Hotel). 

Dec. 	 12.1991 lunch with M.EI Fars to discuss status on P.S.F.S. 
program and his project presented to GAFI and the delay he had to get his
work processed and get reimbursed in proper time by AID (Cairo
Semiramis Hotel ). 

Dec. 20.91 ,dinner with M.Goldfarb of Paris who is working with our
e.'pon promotion director in promoting ready made garment in France. 
(Cairo Semiramis Hotel ).

Dec. 26,91 dinner with H.E.L.Kavoute to promote triangular
transaction between Belgium-Egypt-Guine,;( Cairo Semiramis hotel). 

14 Abu Dabai Hotel receipts for a total of US$ 169.00 charged to the
Swap account; I was invited by the Egyptian exhibition authonty to see
their function in Abu Dhabei and they wanted to pay all the hotel bills ;I
refused so they paid for Bed & Breakfast only and I charged balance to 
the Swap ;I did not charge anything to TDC account. 

15 Dinner in Brussels with Mr. Timmermans a consultant of textile in
Brussels and Mr.Vandeput of Fabrimetal (Counter part of EBA) to discusssubcontracting promotion between Belgium manufacturers and Egypt.

(Oct. 21,92).
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U. 	 . INVSTMENT PROMOTION OFFICE 
USIPO AiGEMENT COMMENTS 

TDC- EGYPT 

16- Various lunches and dinners in Pans in October 92 during SIAL 
function with Jean Bakhoum.to discuss the visit organized to the 
exhibitors in SIAL to the Rungis market(biggest wholesale market in 
Europe). 

H.E. the Ambasador El Kamel our Arnbassador to the EC to sum up 
and evaluate the meeting with Dr.. Rhein and the Egyptian participants in 
the SIAL exhibition. 

CNPF B.Gruee to follow up on his lobbying with the French government 
to get some funding for a bilateral cooperation between the two countres. 

Mr.M.Abdel Nour one of the participants in SIAL to get some feedback 
about the function. 

http:Bakhoum.to
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U.S. INVESTMENT PROMOTION O'7ICE
 
USIPO MANAGEMENT COMOMENS 

USIPO 

.10.
 

US PO'S COMMENTS 

THE REPORT ON INTERNAL CONTROL STR/CTUR
REPO RTr0FINDEPENDENTr A CCO0UNTA NTS 

We will try to start applying most of the recommendations as you have 
requested in the above mentioned report. as soon as Possible 

EA/he. 

Hi 
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U.S. 	INVESTMENT PROMOTION OFFICE
 

Auditor's Response
 

Cooperative Agreement
 

Our responses below address USIPO management responses for the
 
audit of the Cooperative Agreement relating to those
 
situations where we believe additional information or
 
clarification is warranted. 
For those items not addressed we
 
did not change our position as a result of USIPO management
 
responses. Note: Our responses follow the format used by
 
USIPO in Appendix C.
 

A. GENERAL
 

1. 	 Eavntian Businessmen's Association reauired contributions
 
to USIPO were not paid.
 

The Egyptian Businessmen's Association (EBA) is required
 
by the Cooperative Agreement budget dated December 31,
 
1991, which supersedes previous budgets, to expend the
 
equivalent o2 $ 126,561 for the benefit of USIPO.
 

USIPO'notes in their responses certain contributions that
 
were made by EBA for the benefit of USIPO. However,
 
there were offsetting contributions made by USIPO to EBA.
 
Net contributions from EBA totalled $ 74,214 and adding
 
EBA's rent contribution to USIPO of $ 19,933 results in
 
total EBA contributions to USIPO of $ 94,147, leaving a
 
shortfall of $ 32,414.
 

2. 	 Collection of unauthorized commissions.
 

USAID approved USIPO's collection of debt swap and
 
commission revenue ("program income") in a letter dated
 
October 14, 1992, which retroactively approved the
 
collection of these revenues. 
 Based upon this approval,
 
the questioned costs relating to the collection of
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Auditor's Res9an.. (Con't.).
 

2. Collection of unauthorized commissions (Con't.).
 

these revenue sources have been removed from our report.
 

Subsequently, at the request of RIG/A/C, we audited the
 

revenue and expenditures from the program income account
 

and the associated audit findings are documented on pages
 

18-20 of this report.
 

3. 	 Unexpended previous and current grant funds.
 

This finding has been removed from the final report.
 

B. 	 CONSULTANTS
 

1. 	 USAID approvals were not obtained for the hiring of
 

consultants.
 

Based on USIPO management responses, we have changed this
 

finding to include only unsupported amounts of $ 758 and
 

unallowable costs of $ 371.
 

2. 	 Improper handling of check.
 

This transaction was questioned based upon the following:
 

A) The leather consultant could have been paid by USAID
 

directly (double paid by USAID).
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Auditor's ResOonhe (Cen't.),
 

2. 	 Imoroper handling of check (Con't.).
 

B) 	 USAID records may contain errors relating to
 
disbursements to USIPO and the leather consultant.
 

That is, because of the inadvertent payment, USAID
 

payments to USIPO and the consultant may be
 

overstated and understated by the amount of
 

$ 16,391, respectively,
 

C) USIPO does not have a written acknowledgement from
 

USAID regarding the handling of this matter.
 

C. 	 TRAVEL
 

1. 	 USIPO states that because there is no budget for overtime
 

payments to drivers then it is acceptable to compensate
 

them outside the normal payroll system (e.g. tips). If
 
USIPO wishes to pay overtime to their drivers then USIPO
 

should .Ise other than USAID funds.
 

2. 	 Unreasonable taxi fares.
 

As part of our audit responsibility we are required to
 
determine if the expenditure is reasonable under the
 

circumstances. The mere fact that an expenditure has
 

been incurred does not necessarily mean that the
 

expenditure is allowable for USAID reimbursement.
 

According to OMB Circular No. A-122, Attachment A, for a
 

cost to be allowable it must be reasonable and accorded
 

consistent treatment. The Circular defines a reasonable
 
cost as a cost in its nature or amount, that "does not
 

exceed that which would be incurred by a prudent person
 

under circumstances prevailing at the time...." In
 

determining the reasonableness of a given cost
 
consideration should be given to whether the individual
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Auditor's Resvonse (Con't.)
 

2. Unreasonable taxi fares (Con't.).
 

acted with prudence and if the practices of the
 

organization are consistent so that significant
 

deviations therefrom do not unjustifiably increase the
 

award costs.
 

For example, one USIPO employee travelled to Athens for
 

two weeks and incurred taxi fares of $ 1,510, or $ 107
 

per day. As another example, three USIPO employees
 

traveled to Belgium during September 1990 for
 

approximately two weeks: One individual rented a car for
 

$ 350; the other two individuals paid taxi fares
 
averaging $ 93 each per day. In our opinion, the
 

incurred taxi fares by the three individuals described
 

above do not meet the "reasonableness" standard. Also,
 

these examples illustrate that USIPO does not accord
 

consistent treatment for employees travelling abroad.
 

Finally, the voucher numbers cited by USIPO do not
 

correspond to our audited voucher numbers.
 

3. Trip to Libya.
 

Regardless of Egypt's relationship with Libya, Libya is a
 

Non-Free World Country and, accordingly, USAID will not
 

reimburse for Libyan-related expenses. Additionally, the
 

Cooperative Agreement, Attachment 3, page 5, requires AID
 

grant officer approval for assistance to countries
 

eligible for assistance under the Foreign Assistance Act
 

of 1961, as amended.
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Auditor's Response (Con't.).
 

4. 	 Gifts - flowers.
 

Regardless of USIPO's intentions for creating goodwill,
 

gifts are unallowable cost items. If USIPO feels the
 

need to make such gestures of goodwill then the funds
 

required should come from sources other than USAID.
 

D. 	 OTHER DIRECT COSTS
 

1. 	 Expenses for car telephone.
 

We questioned amounts relating to the installation and
 

recurring monthly charges associated with the use of the
 

car telephone. We did not question the expenses for
 

placed calls. Further, it is our understanding that
 

USAID specifically requested that a car telephone not be
 

purchased with USAID funds. Additionally, it is our
 

opinion that a car telephone is a luxury type item and,
 

therefore, is not a necessity item for reasonable
 

business needs. Finally, to avoid confusion as to the
 

allowability of this cost, USIPO should have obtained
 

advance written approval from USAID. The car telephone
 

was not included in the approved equipment list outlined
 

in the Cooperative Agreement, Attachment 1, Page 4.
 

2. 	 Tips. donations, gifts.
 

See our response at C1 above.
 

3. 	 Deposit paid as a guarantee for use of international
 

telephone line.
 

Since the stated purpose of the deposit is to reserve
 

against USIPO not paying its outstanding telephone bill
 

and because the deposit is refundable unless USIPO does
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Auditor'S Response (Con't.).
 

3. 	 DeRosit paid as acuarantee for use of international
 

telephone line (Con't.).
 

not 	pay its outstanding bill, USIPO should not charge the
 
deposit against the Cooperative Agreement. USIPO should
 
seek recovery of the deposit, and if they choose not to
 
do so, this does not obligate USAID to reimburse USIPO
 
for a voluntary loss. The deposit was transferred to
 
USIPO's new TDC contract with USAID.
 

4. 	 Purchase of dictating machine.
 

We questioned this purchase because equipment not listed
 
in the Cooperative Agreement, Attachment 1, Page 4
 
requires approval on a case-by-case basis from the grant
 
officer. This approval was not obtained.
 

F. 	 CONFERENCES
 

1. 	 Food costs with no explanation of business purpose.
 

When 	we audited this transaction it was not supported as
 
to its business purpose. Subsequently, USIPO claims that
 
it was business related, but no reliable documentation
 

was 	available to support their claim. Thus, our position
 

remains unchanged.
 

G. 	 CAPITAL EXPENDITURES
 

1. 	 Typewriter and shredder purchased.
 

See D4 above.
 

Li 
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Auditor's Response (Con't.).
 

2. Purchase of Aluminum partitions.
 

See D4 above. Also, the purchase of aluminum partitions
 
was dollar denominated for which a dollar budget line
 
item was not included in the Cooperative Agreement.
 
Finally, we were not provided with any evidence that
 
USAID disallowed this cost. If, in fact, USAID did
 
disallow this cost why then is it included in USIPO's
 

Fund Accountability Statement?
 

/A
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U.S.INVESTMENT PROMOTION OFFICE
 

Auditor's Res2onse
 

Program Income Account
 

Our responses below address USIPO management responses for the
 

audit of the program income account relating to those
 
situations where we believe additional information or
 

clarification is warranted. For those items not addressed
 
below we did not change our position as a result of USIPO
 

management responses. Note: Our responses follow the format
 

used by USIPO in Appendix C.
 

H. BUSINESS TRIP TO PRAGUE
 

1. Expenses for trip to Praque. Czechoslovakia.
 

Included with USIPO's management responses is a legal
 
memorandum dated October 11, 1990 which describes the
 

types of costs that may be incurred-and reimbursed-in a
 

non-free world country. However, the memorandum clearly
 
states that the conclusions reached therein are the
 

opinion of the writer which may not necessarily be those
 

of USAID. If the memorandum is considered binding then
 
we would agree that the majority of the Prague costs are
 

allowable. However, we are not in a position to make
 

this determination.
 

I. GIFTS
 

1. Eavptian and European employees.
 

The questioned costs relate to $ 4,488 in unsupported
 

giveaways to phone company officials. The balance
 
includes other miscellaneous gifts, including flowers.
 

- 1 
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Auditor's Response (Con't.).
 

1. 	 EMtian and Eurovean employees (Con't.
 

In USIPO's response they acknowledge $ 2,810 in
 

unsupported payments to phone company officials and $ 559
 

in presents - all unallowable cost. We did not question
 

the $ 1,325 relating to the TDC opening ceremony as part
 

of this finding.
 

J. 	 TRAVEL/TRANSPORTATION
 

1. 	 Taxi fares in Paris and Brusaals.
 

See our response at C2 above. Our position remains
 

unchanged.
 

2. 	 Upgrades from economy hotel accommodations to suites and
 

air tickets from economy to first class.
 

We consider the upgrades as being extravagant and not
 

reasonable. If USIPO personnel feel that they have an
 

"image to maintain" then they should maintain that image
 

with other than USAID funds. In reference to USIPO's
 

comment that "any top executive would fly first
 

especially in long trips", while this may be correct the
 

"top executive" would fly first class at his or his
 

organization's expense and not at USAID expense. USIPO
 

must accept that they have a fiduciary duty to USAID to
 

be prudent with their use of USAID funds, and that they
 

will be scrutinized with particular care, especially
 

since they receive the preponderance of their support
 

from USAID awards.
 

3. 	 First class airfare for two trips to various locations.
 

See our response at J2 above. Our position remains the
 

same.
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Auditor's Response (Con't.). 

4. Miscellaneous/unsupported consultant travel expenses. 

USIPO's normal policy is to pay travel-related expenses 

directly to the service provider. In this case, USIPO 
paid the consultant the maximum USAID per diem amounts 

and did not support actual charges with auditible 

receipts. 

K. CAR TELEPHONE 

1. Installation and phone charges for car. 

See our response at D1 above. 

L. GUEST TRIP 

1. Expenses for travel and full accommodations for quests to 

Paris. 

According to the legal memorandum dated October 11, 1990 

(see H1 above), USAID funds may be used to support 
invitational travel only if travel authorizations 

pursuant to Chapter 3 of Handbook 22 are obtained. 

Clearly, USIPO should have obtained advance approval for 

guest travel given that this type of activity would not 

normally be subject to USAID reimbursement and is not 

considered a normal part of continuing USIPO business 

operations. USIPO has not provided us with any evidence 

that such authorizations were obtained. 

12/~ 
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Auditor's ResConse (Con't.).
 

N. BONUSES
 

1. Ramadan dinner for USIPO staff.
 

Regardless of USIPO's rationale for incurring this cost,
 

it is an unallowable cost. If USIPO feels strongly that
 

the Ramadan dinner makes a positive contribution to their
 

operations then they should continue to fund the dinner,
 

but not with USAID funds.
 

2. Prophet Mohammed bonus.
 

See our response at C1 above.
 

N. ADVERTISING
 

1. Advertising expense wi'--h is unallowable per OMB.
 

In a letter from USAID's Associate Director - Trade and
 

Investment dated October 14, 1992, the Associate Director
 

states "that costs paid from these funds (program income)
 

would include costs which would not be reimbursable from
 

AID grant funds under the cooperative agreement. These
 

costs as stated in the cooperative agreement, include,
 

but are not limited to, entertainment, advertising, fund
 

raising, identifiable taxes, and other GOE assessments,
 

public information services, et-....." Although, this may
 

be considered an advance agreement binding upon both
 

USAID and USIPO, USAID personnel are not authorized to
 

enter into advance agreements for the treatment of cost
 

inconsistent with the other provisions of the cost
 

principles. For example, an advance agreement may not
 

allow interest or entertainment cost since these costs
 

are expressly stated to be unallowable in the "selected
 

costs" section of the cost principles.
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Auditor's Response (Con't.).
 

1. Advertisin exense which is unallowable ver OMB -(Con't).
 

Based upon the above discussion, we continue to question
 
advertising costs as an allowable crst item.
 

0. CAPITAL
 

1. Purchase of television and video player.
 

USIPO should have obtained prior approval from the USAID
 
grant officer for the purchase of general purpose
 
equipment not previously approved in the Cooperative
 

Agreement, Attachment 1, Page 4.
 

P. FOOD AND BEVERAGE
 

See our responses at F1 above.
 

.Cr% 
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SUNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

USAID 
CAIRO. EGYPT 

March 22, 	1993
 

MEMORANDUM 

i 'J - ' lil 

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

FROM: 	 Nimalka Wijesooriya /AD/FM
 

SUBJECT: 	 Audit of U.S. Investment Promotion Office (USIPO) Local
 
Expenditures Incurred Under Cooperative Agreement No.
 
263-0102-A-00-9073-00 and Related Program Income
 
Account - Draft Report
 

Mission has completed its review of the subject draft report, and
 
has no comments to offer at this time. No exit conference is
 
required. Please issue the final report.
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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
 

Associate Administrator for
 
Finance and Administration, AA/FA 1
 

Associate 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 1
 

POL/CDIE/DI, Acquisitions 1
 

FA/MCS 1
 

IG 
 1 

AIG/A 1 

IG/A/PSA 1 

IG/A/PPO 2 

IG/LC 1 

AIG/I 1 

IG/RM/C&R 5 

Other RIG/A's 1 each 


