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Report of Audit 

Financial Audit of the Ministry of Education's 
General Department for In-Service Training, 

Expenditures Incurred Under the USAID/Egypt 
Development Training Grant No. 263-0125 

Report No. 6-263-97-023-N 
June 18, 1997 

FINANCIAL INFORMATION CONTAINED 
8N THIS REPORT MAY BE PRIVILEGED. 
THE RESTRICTiON OF 18 USC 1905 SHOULD 
BE CONSIDERED BEFORE ANY INFORMATION 
IS RELEASED TO THE PUBLIC. 

Regional Inspector General for Audit 
Cairo, Egypt 

OFFICE OF INSPECTOR GENERAL 
U.S. AGENCY FOR .INTERNATIONAL DEVELOPMENT 

, 
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USAID 

UNITED STATES OF AMflRlCA 

******* 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAl/AUDIT 

CAIRO, EGYPT 

June 19, 1997 

MEMORANDUM 

TO: 

FROM: 

SUBJECT: Financial Audit of the Ministry of Education's General Department for In
Service Training, Expenditures Incurred Under the USAIDlEgypt 
Development Training Grant No. 263-0125 

The attached report, transmitted on June 16, 1997 by KPMG Hazem Hassan, presents the I 

results of a financial audit of the Ministry of Education's (Ministry) General Department 
for In-Service Training (GDIST), USAIDlEgypt Development Training Grant No. 263-
0125, Project Implementation Letter (PIL) Nos. 3 and 4. Since 1990, GDIST has 
collaborated with USAIDlEgypt and the Binational Fulbright Commission to offer 
professional development training to English teachers from Egyptian governmental 
schools. The purpose of PIL Nos. 3 and 4 was to assist in the financing of selected 
English training programs sponsored by GDIST. 

We engaged KPMG Hazem Hassan to perform a financial audit of GDIST's incurred 
expenditures of $252,230 (equivalent to LE 857,582) for the period September 1, 1994 
through November 30, 1995 for PIL No.3 and $320,097 (equivalent to LE 1,088,331) for 
the period October 1, 1995 through September 30, 1996 for PIL No.4. The purpose of 
the audit was to evaluate the propriety of costs incurred during these periods. KPMG 
Hazem Hassan also evaluated GDIST's internal controls and compliance with applicable 
laws, regulations and agreement. terms as necessary in forming an opinion regarding the 
Fund Accountability Statements. 

The audit did not identify any questioned costs billed to USAID/Egypt by the Ministry 
nor did it note any material instances of noncompliance with applicable laws, regulations 
and agreement terms. The auditors did not issue a report on internal controls because 

u.s. Mailing Address 
USAID-RIGIA/C Unit 64!J02 

APO AE 09839-4902 

Tel. Country Code (202) 
357-3909 

Fax # (202) 355-4318 

#106 Easr EI Aini St., 
Cairo Center Building, 

Garden City, Cairo, Egypt 
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MundylDeuster Memorandum-Financial Audit of tile Ministry 
of Education's General Deoartment (or In-Service Training Page 2 

activities funded under the PILs had ceased. As a result, this report does not contain any 
recommendations to be included in the Office of the Inspector General's recommendation 
follow-up system. 

Thank you for the cooperation and assistance extended to the audit staff on this 
engagement and your continued support of the financial audit program in Egypt. 

Attachment: als 
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Financial Audit of the 
General Department for In-Service Training (GDIST) 

USAID/Egypt Development Training Grant No. 263-0125 
Project Implementation Letter (PIL) No.3 

for the period September 1, 1994 to November 30, 1995 
and PIL No. 4 for the period 

October 1, 1995 to September 30, 1996 

"Financial information contained in this report may 
be privileged. The restrictions of 18 USC 1905 
should be considered before any information is 
released to the public." 
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Financial Audit of the 
General Department for In-Service Training (GDIST) 

USAID/Egypt Development Training Grant No. 263-0125 
Project Implementation Letter (PIL) No.3 

for the period September 1, 1994 to November 30, 1995 
and PIL No. 4 for the period 

October 1, 1995 to September 30, 1996 
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.. . •• Hazem Hassan 
Public Accountants & Consultants 

72 Mohi Eldin Abul Ezz Street 
Mohandseen, Cairo 
Egypt 

Mr. Lou Mundy 

Telephone: (202) 3499588 - 3499677 
Telefax: (202) 3497224 - 3487819 
Telex : 20457 (hhco - un) 

Regional Inspector General for Audit-Cairo 
United States Agency for International Development 
Cairo, Egypt. 

June·16, 1997 

Dear Mr. Mundy, 

This report represents the results of our financial audit of 
the funds received and costs incurred locally in Egypt by the 
General Department for In-Service Training (GDIST) under 
USAID/Egypt Development Training Grant No. 263-0125, Proj ect 
Implementation Letter (PIL) Nos. 3 and 4. Our audit covered 
the period September 1, 1994 to November 30, 1995 for PIL No. 
3, and the period October 1, 1995 to September 30, 1996 for 

. PIL No.4. 

Background 

On October I, 1990, the United States Agency for 
International Development (USAID) and the Binational 
Fulbright Commission (BFC) entered into a cooperative 
agreement to provide funds for acti vi ties that support the 
training of teachers of English as a Foreign Language (EFL) 
in Egypt. The Fulbright Commission was to provide the 
administrative and technical umbrella for the coordination of 
these activities under the Integrated English Language 
Program (IELP). The four components of IELP are: 

1-Pre-Service Teacher Training (PSTT), 
2-In-Service Teacher Training (ISTT), 
3-Training of Teachers of English for Special Purposes 
(TTESP), and 

Member Firm of 
Klynveld Peat Marwick Goerdeler 
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4- Support of the Center for the Development of English 
Language Teaching. (CDELT) 

Since 1990, the General Department for In-Service Training 
(GDIST) of the Egyptian Ministry of Education has 
collaborated with USAID and BFC in Egypt to offer 
professional development training to English teachers from 
Egyptian governmental schools. Provision of this training 
prior to 1990 was conducted on an incremental experimental 
basis. Since then, training implementation has progressed 
according to the schedule set forth in the Training Plan. 
During the first two years of the four-year period, emphasis 
was placed on setting up and implementing teacher training 
courses. More recently, while the proj ect has continued to 
train teachers in large numb_ers, attention has shifted to 
facilitating higher-level training for trainers and 
administrators. 

The purpose of the PILs were to assist in the financing of 
selected English Training Programs sponsored by GOrST under 
the ISTT component. PIL No. 4 was issued to provide for the 
continuation of the programs funded by PIL No. 3 and also to 
initiate a program for Training Teachers of English in 
primary schools. 

On January 8, 1995, a financial audit was conducted by 
Coopers & Lybrand for PIL No.3. The audit covered the period 
November 1, 1990 through August 31, 1994. No material 
instances of noncompliance nor material internal control 
weaknesses were noted in the previous NFA report. 

Audit Objectives and Scope 

The obj ecti ve of this engagement was to conduct a financial 
audit of USAID/Egypt 1 s resources managed by the General 
Department for In-Service Training (GDIST) , USAID/Egypt 
Development Training Grant No. 263-0125, Project 
Implementation Letter (PIL) No. 3 for the period September 1, 
1994 to November 30, 1995 and PIL No. 4 for the period 
October 1, 1995 to September 30, 1996. 

The specific objectives were to: 
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1. express an opinion on whether the fund accountability 
statements for the USAIO financed project of GOIST 
presents fairly, in all material respects, project costs 
incurred for the periods under audit, in conformity with 
generally accepted accounting principles or other 
comprehensive bases' of accounting, including the cash 
receipts and disbursements basis; 

2. determine 
agreement 
reasonable 
agreement; 

if the costs reported as incurred' under the 
are, in fact, allowable, allocable, and 

in accordance wi th the terms of the 

3. perform tests to determine whether GOIST complied, in 
all material respects , with the terms of the agreement 
and applicable laws and regulations; and 

4. determine if the GOIST has taken corrective action on 
prior audit report recommendations. 

Preliminary planning and review procedures commenced in 
January 1997 and consisted of: 

• discussions with RIG/Ale officials; 

• a review of the project paper and financial plans; 

• a review of PIL documents and modifications; 

• interviews and discussions with the GOIST representatives 
concerning the status of the agreement, accomplishments 
during the period, the statutory reporting requirements, 
the budget of the agreement, the procedures governing 
actual expenditures disbursed locally in Egypt by GOIST, 
and the reimbursement of these expenditures by USAIO/Egypt; 
and 

reviews of the GOIST organizational structure, the 
procurement and personnel manuals, the financial accounting 
policies, and the procedures manual. 

The field work was completed on April 15, 1997. The scope of 
our work was to audit costs incurred and disbursed locally in 
Egypt by GOIST and reimbursed by USAIO/Egypt. Wi thin each 
budget line item, we selected amounts for testing on a 

3 
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judgmental basis. We tested expenditures of $84,400 (LE 
286,961) out of total expenditures amounting to $252,230 (LE 
857,582) for PIL No.3 and $83,997 (LE 285,591) out of total 
expenditures of $320,097 (LE 1,088,331) for PIL No.4. 

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

1. Reconciling GDIST's accounting records to financial 
reports submitted to USAID/Egypt and testing costs for 
allowability, allocability, reasonableness, and adequate 
supporting documentation; 

2. Determining whether payroll and other costs were 
appropriate and consistent with the terms of the PIL and 
agreement and the relevant regulations, and were 
adequately supported and approved; and 

3. Determining wheth.er costs of the program, equipment, 
training materials and headquarters billed to USAID were 
substantiated by adequate supporting documentation and 
approved by project management. 

Except as discussed in the following paragraph, we conducted 
our audit in accordance with generally accepted aUditing 
standards and Government Auditing - ,Standards, issued by the 
Comptroller General of the United States. These standards 
require that we plan and perform the audit 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 33 
of Chapter 3 of Government Auditing Standards, because no 
such quality control review program is offered by 
professional organizations in Egypt. We believe that the 
effect of this departure from the financial audit 
requirements of Government Auditing Standards is not material 
because we have participated in the KPMG worldwide internal 
quality control program. This program requires our office to 
be subjected, every two years, to an extensive quality 
control review by partners and managers from other KPMG 
offices. 
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Results of Audit 

Fund Accountability Statements 

Our audit did not identify any questioned costs. 

Internal Control 

Ouring our pre-audit survey we noted that acti vi ties funded 
under PIL Nos. 3 and 4 had ceased. Therefore, we have not 
issued a report on the internal controls. 

Compliance with Laws and Regulations 

Our audit did not identify any material instances of 
noncompliance with applicable laws, rules and regulations. 

Foll.ow up on the Previous NFA Report 

At the time of our audit, the USAIO/Egypt funded activities 
of GOIST had ceased. As a result, we were unable to determine 
whether or not GOIST had taken the required corrective action 
noted in the previous NFA report. With respect to the 
questioned costs noted in the previous NFA report, our 
follow-up indicated that these questioned costs had been 
deducted from GOIST'S subsequent billing to USAIO/Egypt. 

Supplementary Information 

The supplementary' fund accountability statements, presented 
in the functional currency, were communicated to GOIST's 
management and are available upon request. 

This report is intended for the information of the United 
States Agency for International Development and GDIST's 
management and others within the organization. However, this 
report is a matter of public record, and. its distribution is 
not limited. 

M.~·· 
KPMG.J:{azcm llas~~ 
Cairo, E~ 

5 



I 
I 
I 
I 
I, 
I 
I, 
I 
I 
I 

.. ,-

I' 
I 
I 
I 
I 
I 
I . 

FUND ACCOUNTABILITY STATEMENTS 

/" 

,.,,)/1 



,. 
" 

!I"'~ Hazem Hassan 
Public Accountants & Consultants 

72 Mohi Eldin Abul Ezz Street 
Mohandseen, Cairo 
Egypt 

Telephone: (202) 3499588 - 3499677 
Telefax: (202) 3497224 - 3487819 
Telex : 20457 (hhco - un) 

Report on the Fund Accountability Statements 
Independent Auditor's Report 

Mr. Lou Mundy 
Regional Inspector General for_Audit-Cairo 
United States Agency for International Development 
Cairo, Egypt. 

We have audited the accompanying fund accountabili ty 
statements of funds received and costs incurred locall,Y in 
Egypt by the General Department for In-Service Tralning 
(GDIST) USAID/Egypt Development Training Grant No. 263-0125 
under Project Implementation Letter (PIL) No. 3 for the 
period September 1, 1994 to November 30, 1995 and PIL No. 4 
for the period October 1, 1995 to September 30, 1996. These 
statements are the responsibility of GDIST's management. Our 
responsibili ty is to express an opinion on this statement 
based upon our audit. 

We conducted our audit in accordance with generally accepted 
audi ting standards and Government Auditing Standards, issued 
by the Comptroller General of the United States. These 
standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the fund 
accountability statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the fund 
accountabili ty statements. An audit also includes assessing 
the accounting principles used and the significant estimates 
made by management, as well as evaluating the presentation of 
the overall fund accountability statements. We believe that 
our audit provides a reasonable basis for our opinion. 

We did not have an external quality control review by an 
unaffiliated audit organization, as required by paragraph 33 
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of Chapter 3 of Government Auditing Standards, because no 
such quality control review program is offered by 
professional organizations in Egypt. We believe that the 
effect of this departure from the financial audit 
requirements of Government Auditing Standards is not material 
because we have participated in the KPMG worldwide internal 
quality control program. This program requires our offic~_to 
be subjected, every two years, to an extensive quality 
control review by partners and managers from other KPMG 
offices. 

The aforementioned fund accountability statements do not 
include the cost of USAID/Egypt's direct procurement of 
vehicles and equipment; nor do they include the technical 
assistance provided by USAID/Egypt directly to GDIST or the 
total revenues and costs incurred by GDIST on an 
organization-wide basis. 

As described in Note 1, the accompanying fund accountability 
statements have been prepared on the cash basis, which is a 
comprehensive basis of accounting other than generally 

j 

accepted accounting principles. 

In our opinion, the fund accountability statements, referred 
to above, present fairly, in all material respects, the 
amounts received and the costs incurred pursuant to the 
General Department for In-Service Training (GDIST) 
USAID/Egypt Development Training Grant No. 260-125 under 
Project Implementation Letter (PIL) No. 3 for the period 
September 1, 1994 to November 30, 1995 and PIL No. 4 for the 
period October 1, 1995 to September 30, 1996 in conformity 
with the basis of accounting described in Note 1. 

M'~' 
KPMG~. 
Cairo, Egypt 

April 15, 1997 
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General Department fo! In-Service Training (GDIST) 
Fund Accountability Statement 

USAID/Egypt Development Training Grant No. 263-0125 
Project Implementation Letter (PIL) No.3 

For the Period September 1, 1994 through November 30, 1995 

USAID!Egypt Funds Received 

Expenditures 

Project Costs 

Equipment Costs 

Training Materials 

Headquarters Costs 

CDELT (Syrnposi urn) 

Total Expenditures 

Budget 
$ 

1.352.865 

105.588 

53.534 

41.506 

12.112 

1.565.605 

$ 
260.399 

Actual 
$ 

220.120 

1.495 

6.893 

12.221 

11.501 

252.230 

Questioned Costs 

Ineligible 
$ 

Unsupported 
$ 

* The accompanying notes are an integral part of the fund accountability statement. 
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General Department for In-Service Training (GDIST) 
Fund Accountability Statement 

USAID/Egypt Development Training Grant No. 263-0125 
Project Implementation Letter No.4 

For the Period October 1, 1995 through September 30, 1996 

USAID/Egypt Funds Received 
$ 

320.097 

Expenditures 

Project Costs 

Equipment Costs 

Training Materials 

Headquarters Costs 

Total Expenditures 

Budget 
$ 

389.043 

41. 177 

33.135 

31. 012 

494.367 

Actual 
$ 

286.454 

6.424 

6.283 

20.936 

320.097 

Questioned Costs 

Ineligible 
$ 

Unsupported 
$ 

* The accompanying notes are an integral part of the fund accountability statement . 

. " 9 ..... - .... ---' ...... - ... 



·, ;. 

General Department for In-SerV1ce Tra1n1ng 
Notes to the Fund Accountab111ty Statements 

USAID/Egypt Development Tra1ning Grant No. 263-0125 
Project Implementation Letter Nos. 3 and 4 

Note 1: 

Note 2: 

Note 3: 

Note 4: 

Notes to Fund Accountability Statements 

Accounting Basis 

The fund accountability statements have been 
prepared on the basis of cash receipts and 
disbursements. Consequently, revenues are 
recognized when they are actually received and 
expenditures are recognized when they are actually 
paid. 

Exchange Rate 

The expenditures of the General Department for In
Service Training (GDIST) project, which were paid 
in Egyptian Pounds (LE), have been converted into 
US Dollars ($). The period average exchange rate 
method was used. The average rate used was L£3. 40 
per $1. 

Basis of Presentation 

The fund accountability statements are the 
representation and responsibility of GDIST's 
management. 

USAID/Egypt funds received 

USAID/Egypt's funds received represent those 
amounts reimbursed to GDIST by USAID/Egypt under 
PIL No. 3 during the audited period September 1, 
1 9 94 toN 0 v emb e r 3 0 f 1 9 95 , and· PI L No. 4 for the 
audited period October 1, 1995 to September 30, 
1996. 
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General Department for In-Service Training 
Notes to the Fund Accountability Statements 

USAID/Egypt Development Training Grant No. 263-0125 
Project Implementation Letter Nos. 3 and 4 

Note 5: 

Notes to Fund Accountability Statements 

Budget 

The budget column represents the amounts budgeted 
by USAID/Egypt for the project. It includes the 
proj ect' s cumulative approved budget (as amended) 
for the period September 1, 1994 to November 30, 
1995 for PIL No. 3 and October 1, 1995 to September 
30, 1996 for PIL No. 4 as set forth in the 
USAID/Egypt approved Project Implementation 
Letters. 
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Hazern Hassan 
Public Accountants & Consultants 

72 Mohi Eldin Abul Ezz Street 
Mohandseen, Cairo 
Egypt 

Telephone: (202) 3499588 - 3499677 
Telefax: (202) 3497224 - 3487819 
Telex : 20457 (hhco - un) 

Report on Compliance with Laws and Regulations 
Independent Auditor's Report 

Mr. Lou Mundy 
Regional Inspector General for Audit-Cairo 
United States Agency for Interftational Development 
Cairo, Egypt. 

We have audited the accompanying fund accountability 
statements of funds ri2cei ved and costs incurred locally in 
Egypt by the General Department for In-Service Training 
(GDIST) USAID/Egypt Development Training Grant No. 26~-025 

under Project Implementation Letter (PIL) No. 3 for the 
period September 1, 1994 to November 30, 1995 and PIL No. 4 
for the period October 1, 1995 to September 30, 1996 and have 
issued our report thereon dated April 15, 1997. 

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

We did not have an external quality control review by an 
unaffiliated audit organization, as required by paragraph 33 
of Chapter 3 of Government Auditing Standards, because no 
such quality control review program is offered by 
professional organizations in Egypt. We believe that the 
effect of this departure from the financial audit 
requirements of Government Auditing Standards is not material 
because we have participated in the KPMG worldwide internal 
quality control program_ This program requires our office to 
be subjected, every two years, to an extensive quality 
control review by partners and managers from other KPMG 
offices. 
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KPMG· Hazem Hassan 

Compliance with laws, regulations, contracts, and grants 
applicable to GOIST is the responsibility of GOIST's 
management. As part of obtaining reasonable assurance about 
whether the fund accountability statements are free of 
material misstatement, we performed tests of GOiST's· 
compliance with certain provisions of laws, regulati?ns, 
contracts, and grants. However, it was not the obj ecti ve of 
our audit of the fund accountability statements to provide an 
opinion on overall compliance with such provisions. 
Therefore, we do not express such an opinion. 

The results of our tests disclosed no instances of material 
noncompliance that are required to be reported herein under 
Government Auditing Standards._ 

This report is intended for the information of GOrST's 
management and others within the organization and the United 
States Agency for International Development. However, this 
report is a matter of public record, and its distribution is 
not limited. 

\~ (\I' ,y,-CA. \M~' . 

KPMG~~ 
Ca:bt'C), E~~ 

April 15, 1997 

Co. 
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Follow-up on the previous NFA report 

At the time of our audit, the USAID/Egypt funded activities 
of GDIST had ceased. As a result, we were unable to determine 
whether or not GDIST had taken the required corrective action 
noted in the previous NFA report. With respect to the 
questioned costs noted in the previous NFA report, our 
follow-up indicated that these questioned costs had been 
deducted from GDIST'S subsequent billing to USAID!Egypt. 
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

ttttUt1 
' ..... ' 
CAIRO, EGYPT , ~ JUN 1997 

MEMORANDUM 

DATE 

TO 

FROM 

SUBJECT 

June 17, 1997 

L. Mundy, RIG/A/e 

OD/FM/FA ~ Shirley A. Hunter, 

Draft Financial Audit of the General Department 
for In-Service Training (GDIST), USAID/Egypt 
Development Training Grant No. 263-0125, Project 
Implementation Letter Nos. 3 and 4 

Since the subject audit report contains no findings or 
recommendations, Mission agrees that no exit conference is 
required. 

Therefore, please issue the final report. 

Thank you for your cooperation. 

106 Kasr El Aini Street 

~ Garden City 
Cairo, Egypt 


