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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

Al | l ' l 14 OFFICE OF THE REGIONAL INSPECTOR GENERAL/AUDIT

CAIRO, EGYPT Report No. 6-263-98-018-N
March 5, 1998

MEMORANDUM

TO DIRECTOR USAID/Egypt, John R Westley

FROM A/RIG/A/Carro, Bruce N Boyer %’““M@’W’\

SUBJECT  Financial Audit of the Asswut Businessmen Association, Costs Incurred
Under Cooperative Agreement No  263-A-00-95-00055-00 of
USAID/Egypt’s Small and Micro Enterprise Development Project No
263-0212

The attached report, transmitted on February 3, 1998 by Price Waterhouse, presents the
results of a financial audit of revenues received and costs incurred by the Assmt
Businessmen Association (the "Association") under cooperative agreement No 263-A-00-
95-00055-00 of USAID/Egypt’s Small and Micro Enterprise Development Project No
263-0212 The purpose of the Association, established as a nonprofit organization with
the Egyptian Mimstry of Social Affairs, 1s to increase employment and earnings among
the poorer strata of entrepreneurs in the urban areas of Assut

We engaged Price Waterhouse to perform a financial audit of revenues recetved and costs
incurred by the Association during the period March 15, 1995 through December 31,
1996 The purpose of the audit was to evaluate the propriety of costs incurred and
express an opinion on whether the Association’s fund accountability statement presents
fairly, 1n all material respects, revenues recerved and costs incurred during the audit
pertod The auditors also evaluated the Association’s internal control structure and
complhiance with applicable laws, regulations and agreement terms as necessary In
forming their opimion regarding the fund accountability statement

The auditors identified no questioned costs, material internal control weaknesses, or
instances of material noncompliance Consequently, we have no audit recommendations
to include 1n the Office of Inspector General’s recommendation follow-up system

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

Attachment a/s

U.S. Mauing Address Tel. Country Code (202) #106 Kasr El Aini St.,
USAID-RIG/A/C Unut 64902 357-3909 Cairo Center Building,
APO AE 09839-4902 Fax # (202) 3554318 Garden City, Cairo, Egypt l?‘
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ASSIUT BUSINESSMEN ASSOCIATION
UNDER THE USAID/EGYPT FUNDED
COOPERATIVE AGREEMENT NO. 263-A-00-95-00055-00

FUND ACCOUNTABILITY STATEMENT
AND ADDITIONAL INFORMATION
FOR THE PERIOD
MARCH 15,1995 THROUGH DECEMBER 31, 1996

"Financial information contained i this report may be privileged. The restrictions of 18 USC
1905 should be considered before any information 1s released to the public”
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Price Waterhouse “

February 3, 1998

Mr Lou Mundy

Regional Inspector General for Audit/Cairo
United States Agency for

International Development

Dear Mr Mundy

This report presents the results of our financial related audit of project revenues received and costs
mcurred by the Assiut Businessmen Association ("ASBA") The audit population includes revenues
recerved and costs incurred by ASBA under the Umted States Agency for International
Development Mission to Egypt ("USAID/Egypt") funded Cooperative Agreement No 263-A-00-
95-00055-00 ("Cooperative Agreement" or "Agreement") for the period March 15, 1995 through
December 31, 1996

Background

The ASBA was established as a non-profit orgamzation with the Mirustry of Social Affairs in March
of 1995 ASBA’s primary goal 1s "to mcrease employment and earnings among the poorer strata
of entrepreneurs mn the urban areas of Assiut” Ths 1s being accomphished by admmustermg a credit
facility to small and mucro enterpnises  The credit 1s available from USAID funds under the Small
and Micro Enterprise Project The credit fund was not subject to this audit ASBA has established
1ts headquarters and branch offices 1n Assiut Additional branch offices are 1n Abu Teek and El
Kosia The funding for the imtial three years of operating and facility costs 1s provided by USAID
With the exception of taxes, all costs can be covered by USAID The payment of mterest by chients
constitutes the only other source of revenue available for ASBA  One intent of the Agreement 1s
that ASBA would be self supporting within three years, and no longer require USAID funds to
support its operations This 1s the first audit of the Cooperative Agreement

Audit Objectives and Scope

The objective of this engagement was to perform a financial related audit of project revenues
recerved and costs mcurred by ASBA under the Cooperative Agreement during the period March
15, 1995 through December 31, 1996 (the "audit period") Spectfic objectives were to perform and
determune the following

1 Express an opinton on whether the fund accountability statement for the USAID/Egypt financed
ASBA Cooperative Agreement presents fairly, in all material respects, Agreement revenues
recerved and costs mncurred for the pertod under audit in conformuty with generally accepted
accounting principles or other comprehensive basis of accounting, including the cash receipts
and disbursements basis and modifications of the cash basis,
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2 Determine 1f the costs reported as mcurred under the Agreement are 1n fact allowable, allocable
and reasonable 1 accordance with the terms of the Cooperative Agreement;

3 Evaluate and obtam a sufficient understanding of the internal control structure of ASBA, assess
control risk, and identify reportable conditions, including matenal internal control weaknesses.

and

4  Perform tests to determimne whether ASBA complied, in all material respects, with the terms of
the Cooperative Agreement and with applicable laws and regulations

Prelimmnary planning and review procedures began in August 1997 These procedures consisted
of discussions with personnel from the Office of the Regronal Inspector General for Audit m Cairo
and ASBA management Audit fieldwork commenced in November, 1997 and was completed m

February, 1998

The scope of our audit included a population of Agreement costs amounting to $484,479 or LE
1,642,384 On a judgmental basis, we selected and tested $275,143 or LE 932,735 (57%) of costs
mcurred Our audit population also included $779,509 or LE 2,642,536 of project revenues
recetved We tested one hundred percent of these revenues

Our tests of Agreement costs incurred by ASBA included, but were not limited to, the following

1 Reconciling ASBA Agreement accounting records to billings 1ssued to USAID/Egypt to ensure
that Agreement costs were appropnately supported,

2 Testing Agreement costs funded by USAID/Egypt for allowability and allocability,

3 Determming whether appropriate procurement procedures were applied that conformed with the
terms of the Cooperative Agreement, and applicable laws and regulations,

4 Determining if salary costs were adequately supported and approved, and,
5 Establishing the adequacy of ASBA control procedures to safeguard Agreement funds/assets

Except as discussed mn the following paragraph, we conducted our audit in accordance with

generally accepted auditing standards and the financial audit requirements of Government Auditing
Standards ("GAS") 1ssued by the Comptroller General of the United States Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the fund

accountability statement 1s free of matenal misstatement
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We did not have an external quality control review by an unaffiliated audit organization as required
by paragraph 33 of Chapter 3 of GAS since no such quality control review program 1s offered by
professional orgamzations in Egypt We believe that the effect of this departure from the financial
audit requirements of GAS 1s not material because we participate in the Price Waterhouse
worldwide mternal quality control program which requires the Price Waterhouse Cairo office to be
subjected, every three years, to an extensive quahty control review by partners and managers from
other Price Waterhouse offices and firms

As part of our examnation of ASBA. we assessed mternal controls in order to determime our
auditing procedures We also tested ASBA’s compliance with applicable laws and regulations

Results of Audit

Fund accountability statements

Our audit procedures did not 1dentify any questionable project costs

Internal control structure

Our audit procedures did not identify any material weaknesses 1n the mternal control

Compliance with laws. regulations, contracts and Cooperative Agreement

Our audit procedures did not identify any mstances of material non-compliance with either the
terms of the Grant Agreement, or with applicable laws and regulations

Thus report 1s mtended for the information of ASBA management and others within the organization
and USAID/Egypt However, this report 1s 2 matter of public record, and 1its distribution 1s not
lrmited

Ry
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REPORT OF INDEPENDENT ACCOUNTANTS
ON THE FUND ACCOUNTABILITY STATEMENTS

February 3, 1998

Mr Lou Mundy

Regional Inspector General for Audit/Cairo
United States Agency for

International Development

We have audited the fund accountabihity statement of project revenues received and costs incurred
by the Assiut Businessmen Association ("ASBA") under the United States Agency for International
Development Mission to Egypt ("USAID/Egypt") funded Cooperative Agreement No 263-A-00-
95-00055-00 ("Cooperative Agreement") for the period March 15, 1995 through December 31,
1996 The fund accountability statement 1s the responsibihty of ASBA management Our
responsibility 1s to express an opinion on this statement based on our audit

Except as discussed 1n the followimng paragraph, we conducted our audit mn accordance with
generally accepted auditing standards and Government Auditing Standards ("GAS") ssued by the
Comptroller General of the United States Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the fund accountability statement 1s free ot
material misstatement An audit ncludes examining, on a test basis, evidence supporting the
amounts and disclosures 1n the fund accountability statement An audit also ncludes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the fund accountability statement We believe that our audit provides
a reasonable basis for our opimion

We did not have an external quality control review by an unatfiliated audit orgamzation as required
by paragraph 33 of Chapter 3 of GAS since no such quality control review program 1s offered by
professional orgamzations in Egypt We believe that the effect of this departure from the financial
audit requirements of GAS 1s not material because we participate 1n 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 and firms

As described 1n Note 2, the fund accountability statement has been prepared on the basis of cash
receipts and disbursements Consequently, revenues are recognized when received and expenditures
are recognized when paid rather than when the obligation 1s incurred Accordingly, the fund
accountability statement 1s not intended to present results i accordance with accounting principles
generally accepted in the United States of America

S
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In our opinion, the fund accountability statement referred to i the first paragraph presents fairly,
1n all materal respects, Cooperative Agreement revenues recerved and costs incurred by ASBA
under the Cooperative Agreement for the period March 15, 1995 through December 31, 1996, in
conformity with the basis of accounting described in Note 2

In accordance with GAS, we have also 1ssued a report dated February 3, 1998 on our consideration
of ASBA’s mnternal control and a report dated February 3, 1998 on 1ts compliance with laws and
regulations

Thus report 15 intended for the mformation of ASBA management and others within the orgamzation
and USAID/Egypt However, this report 1s a matter of public record, and 1ts distribution 1s not
limited
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ASSIUT BUSINESSMEN ASSOCIATION

UNDER THE USAID/EGYPT FUNDED
COOPERATIVE AGREEMENT NO. 263-A-00-95-00055-00

NOTES TO THE FUND ACCOUNTABILITY STATEMENT

NOTE 1 - SCOPE OF STATEMENTS-

The fund accountabilitv statement of Assiut Businessmen Association ("ASBA") includes project revenues recetved and costs
incurred by ASBA under the Grant Agreement for the pertod March 15, 1995 through December 31, 1996 (the "audit

period™)

"Approved Budget” 1s the USAID/Egypt approved budget in accordance with the most recent budget amendment of the
Cooperative Agreement within the audit period and s presented for mformational purposes only "Actual Expenditures”
represents cumulative revenues recetved and costs mecurred by ASBA under the Cooperative Agreement during the audit
period “"Revised Actual” represents actual expenditures adjusted for cost reclassifications, as mentioned 1 Note 4

"Outstandmg Fund Balance", represents the net excess of funds recetved over expenditures The budget, revenues and
expenditures . LE have been converted to US dollars as described m Note 3 below

NOTE 2 - BASIS OF PRESENTATION:

The fund accountability statement of ASBA has been prepared on the basis of cash receipts and disbursements
Consequently, revenues are recogmzed when recetved and costs are recognized when paid, rather than when the obligation

1s meurred

NOTE 3 - FOREIGN EXCHANGE:

Actual and budgeted revenues and costs mcurred i LE have been converted to US dollars at an exchange rate of 3 39 LE
to one US dollar The exchange rate has been calculated by averaging the ending monthly exchange rates during the audit

pertod.

NOTE 4 - COST RECT ASSIFICATIONS-

Certain costs associated with various budget line 1tems were properly recorded in ASBA's accounting records, but on the
billing to USAID/Egypt, they were recorded m the mcorrect budget Ime 1tem These costs have been reclassified to facilitate
a more appropriate comparison between actual expenditures and ASBA's budgeted costs
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REPORT OF INDEPENDENT ACCOUNTANTS

N NTROL,
February 3, 1998
Mr Lou Mundy
Regional Inspector General for Audit/Cairo
United States Agency for

International Development

We have audited the fund accountability statement of project revenues received and costs mcurred
by the Assiut Businessmen Association ("ASBA") under the Unuted States Agency for International
Development Mission to Egypt ("USAID/Egypt") funded Grant Agreement No 263-A-00-95-
00055-00 ("Grant Agreement" or "Project") for the period March 15, 1995 through December 31,
1996 (the "audit period"), and have 1ssued our report thereon dated February 3, 1998

Except as discussed 1n the following paragraph, we conducted our audit in accordance with
generally accepted auditing standards and Government Auditing Standards ("GAS"), 1ssued by the
Comptroller General of the United States Those standards require that we plan and perform the
audit to obtamn reasonable assurance about whether the fund accountability statement 1s free of

material misstatement

We did not have an external quality control review by an unaffihated audit orgamization as required
by paragraph 33 of Chapter 3 of GAS since no such quality control review program 1s offered by
professional orgamizations m Egypt We believe that the effect of this departure from the financial
audit requirements of GAS 1s not matenal because we participate in the Price Waterhouse
worldwide internal quality control program which requires the Price Waterhouse Carro office to be
subjected, every three years, to an extensive quality control review by partners and managers from
other Price Waterhouse offices and firms

The management of ASBA 15 responsible for establishing and mamntaining nternal controls In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of ternal control policies and procedures The objectives of
internal controls 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 1n accordance with management's authorization and recorded properly to permit the
preparation of the fund accountability statements 1n accordance with the terms of the Cooperative
Agreement and the cash basis of accounting Because of mherent limitations in any mternal control,
errors or uregularities may nevertheless occur and not be detected Also, projection of any
evaluation of the mternal controls to future periods 1s subject to the risk that procedures may
become madequate because of changes in conditions or that the effectiveness of the design and
operation of policies and procedures may deteriorate

>
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In plannmg and performing our audit of the fund accountability statement of ASBA for the audit
period we obtamned an understanding of the internal control structure as 1t relates to the Grant
Agreement With respect to the mternal controls, we obtained an understanding of the design ot
relevant policies and procedures and whether they have been placed in operation We also assessed
control risk 1n order to determine our auditmg procedures for the purpose of expressing our opinion
on the fund accountability statement and not to provide an opmnion on the internal control structure

Accordingly, we do not express such an opmion

Our consideration of the nternal control would not necessarily disclose all matters in the mternal
control that might be reportable conditions and, accordingly, would not necessarily disciose all
reportable conditions that are also considered to be material weaknesses as defined above A
material weakness 1s a condition 1n which the design or operation of one or more of the internal
control elements does not reduce to a relatively low level the risk that errors or wrregulanties in
amounts that would be materal mn relation to the fund accountability statement being audited may
occur and not be detected within a timely period by employees 1n the normal course of performing
their assigned functions We noted no matters involving the mtemal control and its operation that
we constder to be material weaknesses as defined above

Thus report 1s mtended for the information of ASBA management and others within the orgamzation

and USAID/Egypt However, this report 15 a matter of public record and its distribution 1s not
Irmited
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REPORT OF INDEPENDENT ACCOUNTANTS
ON COMPLIANCE WITH LAWS, REGULATIONS. CONTRACTS AND GRANTS

February 3, 1998

Mr Lou Mundy

Regronal Inspector General for Audit/Cairo
United States Agency for

International Development

We have audited the fund accountability statement of project revenues recerved and costs mcurred
by the Assiut Busmessmen Association ("ASBA") under the United States Agency for International
Development Mission to Egypt ("USAID/Egypt") funded Grant Agreement No 263-A-00-95-
00055-00 ("Grant Agreement" or "Project™) for the period March 15, 1995 through December 31
1996 (the "audit period"), and have 1ssued our report thereon dated February 3, 1998

Except as discussed m the following paragraph, we conducted our audit in accordance with
generally accepted auditing standards and Government Auditing Standards ("GAS"), 1ssued by the
Comptroller General of the Untted States Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the fund accountability statement 1s free of

material misstatement

We did not have an external quality control review by an unaffilated audit orgamization as required
by paragraph 33 of Chapter 3 of GAS since no such quality control review program 1s offered by
professional orgamizations m Egypt We believe that the effect of this departure from the financial
audit requirements of GAS 1s not material because we participate n the Price Waterhouse
worldwide mtemnal quality control program which requires the Price Waterhouse Carro office to be
subjected, every three years, to an extensive quality control review by partners and managers from
other Price Waterhouse offices and firms

Compliance with laws, regulations, contracts and agreements applicable to ASBA 1s the
responsibility of ASBA management As part of obtaining reasonable assurance about whether the
fund accountability statement is free of material misstatement, we performed tests of ASBA’s
compliance with certain provisions of laws, regulations, contracts and agreements However, the
objective of our audit of the fund accountability statement was not to provide an opmnion on overall
compliance with such provisions Accordngly, we do not express such an opmion For purposes
of this report, we have categorized the provisions of laws, regulations, contracts, and agreements
we tested as part of obtaining such reasonable assurance mnto the following categories

» Procurement policies and procedures

» Restrictions on billing taxes

» Budgetary expenditure limitations

» Mantenance of accounting books, records and documents
» Compensation limitations

10
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Material instances of non-compliance are failures to follow requirements, or violations ot
prolibitions, contaned 1n laws, regulations, contracts, or agreements that cause us to conclude that
the aggregation of the misstatements resulting from those failures or violations 1s matenal to the
fund accountability statement The results of our tests of compliance disclosed no nstances ot
noncompliance that are required to be reported heremn under GAS

This report 1s intended for the information of ASBA management and others within the organization

and USAID/Egypt However. this report 1s a matter of public record, and 1ts distribution 1s not
limited
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ASSIUT BUSINESSMEN ASSOCIATION
UNDER THE USAID/EGYPT FUNDED
COOPERATIVE AGREEMENT NO. 263-A-00-95-00055-00

SUPPLEMENTAL SCHEDULES

FUND ACCOUNTABILITY STATEMENT
EXPRESSED IN EGYPTIAN POUNDS

FOR THE PERIOD
MARCH 15, 1995 THROUGH DECEMBER 31, 1996
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REPORT OF INDEPENDENT ACCOUNTANTS
ON ADDITIONAL INFORMATION

February 3, 1998

Mr Lou Mundy

Regional Inspector General for Audit/Cairo
United States Agency for

International Development

Our audit was conducted for the purpose of forming an opiion on the basic fund accountability
statement of the Assiut Businessmen Association ("ASBA") taken as a whole The fund
accountability statement, as expressed m Egyptian pounds ("LE") (the "Supplemental Schedule"),
1s presented for purposes of additional analysis and 1s not a required part of the basic fund
accountability statement The information m the Supplemental Schedule has been subjected to the
auditing procedures applied 1n the audit of the basic fund accountability statement, and, m our
opion, such mformation 1s farrly stated., in all matenal respects, m relation to the basic fund
accountability statement of ASBA taken as a whole

Ve 0htomre
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@ UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
Aok A A Ak |
iy
CAIRD, EGYPT

MEMORANDUM

4, MAx 1338
Date : March 1, 1998
To : Bruce Boyer, A/RIG/A

From : Shirley Hunter, DC/FM/FA

Subject: Request for Exit Conference Waiver for Audit of Assuit
Business Association (ASBA) Under the USAID/Egypt
Funded Cooperative Agreement No. 263-0212-A-00-5055-00,
Project No. 263-0212, Fund Accountability Statements
for the period March 15, 1995 through December 31, 1996

The first draft audit report did not contain any reportable
findings.

Based on ASBA management's request, we hereby ask you to waive
the Exit Conference and issue the report in final.

Thank you for your assistance.

CC:

G. Kinney, Proc
M. Khalil, EG/PF

106 Kasr El Aini Street
Garden City
Cairo, Egypt



