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FINANCIAL INFORMATION CONTAINLD

IN THIS REPORT MAY BE PRIVILEGED

THE RESTRICTION OF 18 USC 1505 SHOULD
BE CONSIDERED BEI'ORE ANY INFORMATION
IS RFLEASED TO THE PUBLIC
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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

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

CAIRO, EGYPT
Report No 6-263-98-021-N
March 22, 1998

MEMORANDUM

TO DIRECTOR USAID/Egypt, John R Westley

FROM RIG/A/Cairo, Lou Mundy gm,%w%{/,(

SUBJECT Financial Audit of the Ministry of Health's Systems Development Project I, Costs
Incurred Under USAID/Egypt's Population/Family Planning IIT Project No 263-
0227

The attached report, transmitted on February 17, 1997, by Mohamed Hilal & Co (Mohamed
Hilal), presents the results of a financial audit of the Ministry of Health's Systems Development
Project II (the "Project") The audit related to costs incurred under Project Implementation
Letter (PIL) No 4B of USAID/Egypt's Population/Family Planning III Project No 263-0227
during the period April 1, 1996 through June 30, 1997 The purpose of the Project was to
contribute to the level and effectiveness of contraceptive use among married couples through
delivery of clinic-based Ministry of Health services USAID/Egypt 1ssued PIL No 4B to support
comprehencive "up-grading” of the Mimstry of Health's Family Planning Service System 1n 27
Egyptian governorates by increasing family planning service volume, improving quality of family
planning services, and strengthening the Mimstry of Health's management infrastructure

We engaged Mohamed Hilal to perform a financial audit of $3,093,844 (equivalent to
LE10,519,071) in USAID/Egypt funds reimbursed to the Project under PIL No 4B The
purpose of the audit was to evaluate the propriety of the costs incurred during the audit period
The auditors also evaluated the Project's internal controls and compliance with applicable laws,
regulations and agreement terms as necessary in forming their opinion regarding the Fund
Accountability Statement

The auditors questioned costs of $1,835 (equivalent to LE6,241) related principally to costs
retmbursed by USAID/Egypt for sales taxes paid by the Project to various supphers The
auditors did not report any material weaknesses with regard to the Project’s internal control
structure, or any 1nstances of material noncompliance with applicable laws, 1egulations and
agreement terms However, the auditors did i1dentify one reportable condition, which they did
not consider to be a material weakness, relating to the Project's budgetary control process

US Maling Address Tel Country Code (202) #106 Kasr El Aumi St ,
USAID-RIG/A/C Unut 64902 357-3909 Cairo Center Bullding,

APO AE 098394902 Fax # (202) 3554318 Garden Cuy, Cairo, Egypt P{
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In response to the draft report, Project officials provided additional documentation and
explanations to the report findings Mohamed Hilal reviewed the Project's response to the
findings and, where applicable, made adjustments to the report (see Appendices A and B)

The following recommendation 1s included 1n the Office of Inspector General's recommendation
follow-up system

Recommendation No 1 'We recommend that USAID/Egypt make a management
decision on the questioned costs of $1,835 ($1,610 mehgible and $225 unsupported)
detailed on pages 12 through 14 of the Mohamed Hilal & Co 's audit report, and
recover from the Mimstry of Health any amounts determuned to be unallowable

In response to Recommendation No 1, USAID/Egypt officials determined that the entire
questioned amount of $1,835 ($1,610 ineligible and $225 unsupported) was sustamed as
unallowable The sustamed amount was consequently deducted from the recipient's next
reimbursement voucher Based on this management decision and final action, Recommendation
No 1 1s closed upon issuance

The reportable condition, detailed on pages 16-17 of the Mohamed Hilal report, relating to the
Project's 1nternal control structure, should be resolved directly between USAID/Egypt and
Project management

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 a/s
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Audit Of USAID Resources Managed by the
Ministry of Health’s Systems Development Project II,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227
For the period from April 1, 1996 through June 30, 1997
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Public Accountants

Member Firm of

Grant Thornton International

February 17 1998

Mr Lou Mundy

Regional Inspector General for Audit/Cairo

United States Agency for International Development
Cairo, Egypt

Dear Mr Mundy

This report presents the results of our financial audit of United States Agency for
International Development (USAID) resources managed by the Miistry of Health’s
Systems Development Project II (SDP II), under Project Implementation Letter (PIL)
No 4B, Project No 263-0227 for the period from Aprl 1, 1996 through June 30
1997

Background

The Mimstry of Health (MOH) 1s the principal public institution for the delivery of
family planming services in Egypt It 1s the implementing agency of the Systems
Development Project II (SDP II) SDP II 1s one of eight subprojects under the
USAID/Egypt Population/Famuly Planning III umbrella Project It 1s the largest and
most important subproject to directly increase the level and improve the effectiveness
of contraceptive use in Egypt The purpose of SDP II 1s to contribute to the level and
effectiveness of contraceptive use among married couples through delivery of clinic-
based MOH services

USAID/Egypt has 1ssued PIL No 4B to support comprehensive "up-grading” of the
MOH Family Planning Service System in 27 Egyptian governorates by increasing
famuly planming service volume wmmproving quality of farmly planning services and
strengthening MOH management infrastructure

PIL. No 4B has been amended eight times through June 30, 1997 The PIL
amendments primarnily increased the commutted budget and reallocated funds between
the budgeted line 1tems Amendment No 8 was i1ssued on December 18, 1996 to
increase the total commutment to $7 177,890 (equivalent to LE 24,404 825)

87 Ramsis Street Cairo

Tel (202) 574 4810 / 762 480 / 770 785
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A prior Non-Federal Audit (NFA) was conducted for PIL No 4B for the period from
Apnl 1 1994 through March 31, 1996, and the report was 1ssued on October 24,
1997 Dunng our audit we performed certain follow-up procedures related to the
findings and recommendations set forth in the previous NFA report
Audit Objectives and Scope :

The objective of this engagement was to conduct a financial audit of USAID resources
managed by SDP II and provided through PIL No 4B, USAID/Egypt Project No
263-0227 The audit covered the period from April 1, 1996 through June 30, 1997

The specific objectives of this audit were to

1  Express an opmion on whether the Fund Accountability Statement for PIL No
4B, USAID/Egypt Project No 263-0227, presents fairly, in all matenal respects,
project funds received and costs incurred for the period under audit in conformuty
with generally accepted accounting principles or another comprehensive basis of
accounting,

2  Determine if the costs reported as incurred under the PIL are in fact allowable,
allocable and reasonable in accordance with the term of the agreement,

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

4 Perform tests to determune whether the grantee complied, 1n all matenal respects
with the PIL terms and applicable laws and regulations,

5  Determune if the grantee has taken corrective actions on prior audit report
recommendations

The prelminary planmng and review procedures started in July 1997 and consisted of
the following actions

- Meeting with Regional Inspector General for Audit mn Cairo (RIG/A/Cairo)
officials, the Project Officer, the USAID Audit Liaison and the recipient’s
management to gain an understanding about the project activities and ascertain any
concerns that should be addressed in our audit
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- Understanding the recipient’s operation including its organizational structure and
the external and internal factors affecting its operation

- Identifying sigmficant accounts and accounting applications, the important budget
lines items, significant provistons of laws and regulations and relevant controls over
the recipient’s operations

- Performing a prelimmary risk assessment to identify lugh-risk areas and plan the
Governorate sites to visit

The fieldwork segment of our audit commenced on September 23, 1997 and was
completed on December 14, 1997 The scope of our work was to audit costs incurred
by SDP II and reimbursed by USAID/Egypt under PIL No 4B during the period from
April 1, 1996 through June 30, 1997

Our audit included an examnation of costs incurred in the SDP II Central Office and
the SDP II offices of the selected Governorates (Beheira, Domuat, Kaliubia, Gharbia,
Sharkia and Qena) during the period from Aprl 1, 1996 through June 30, 1997 It
also included an exammation of the funds recerved from USAID during the same
period, and reconciliation of the fund balance as of June 30, 1997 with the recipient’s
cash balance

Within each budget line item, we selected transactions on a judgmental basis to
perform a substantive test of detalls The total expenditures tested at the Central
Office and the six Governorates included in our sample was $973,739 (equivalent to
LE 3 310,711) out of total expenditures of $3,093,844 (equivalent to LE 10,519,071)
which represents a coverage of 31% of the total expenditures incurred during the
audited period Project costs incurred and tested were converted to U S dollars at
the applicable exchange rate

Our tests of expenditures included but were not muted to the following

1 Reconciling SDP II accounting records to mvoices issued to USAID/Egypt and
testing costs for allowability, allocability, reasonableness and adequate supporting
documentation,

2 Determining whether the costs mcurred by SDP II and funded by USAID/Egypt
were appropriate consistent with the terms of the PIL and applicable rules and
regulations and adequately supported

3 Testing the adequacy of SDP II internal controls to reasonably assure that

- Assets funded by USAID were safeguarded agaimnst loss from unauthorized
acquusition, use or disposition,

N
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- Transactions were executed in accordance with the approved budget and
significant provisions of applicable laws and regulations and,

- Transactions were properly recorded, processed and summarized to permut the
preparation of the fund accountability statement and to maintain accountability
of the project’s assets

Results of Audit
Fund Accountability Statement

Our audit identified total questioned costs of $1,835 (equivalent to LE 6,241),
which are divided into neligible costs of $1,610 (equivalent to LE 5,476) and
unsupported costs of $225 (equivalent to LE 765)

Internal Control Structure

Our audit identified one reportable condition related to the recipient’s internal
control structure It 1s also related to the budgetary control process However, we
do not consider this reportable condition to be a matenal weakness This matter 1s
fully described mn our report on internal controls We also noted other immateral
matters mvolving the internal control structure which we have reported to the SDP
IT management in a separate management letter dated December 14, 1997

Comphance with Laws and Regulations

Our audit did not identify any material instance of noncomphance with agreement
terms and applicable laws and regulations We noted other immaternial instances of
noncompliance which we have reported to the SDP II management in a separate
management letter dated December 14, 1997

Follow up on Prior Audit Recommendation

We have reviewed a prior independent auditor’s report dated October 24, 1996 The
prior report identified one reportable condition associated with the employee
attendance sheet mamtamed at SDP II's Central Office, but the auditors did not
consider this reportable condition to be a material weakness We have considered this
weakness in performing our audit and we noted that the recipient has properly
addressed the prior auditor’s recommendation

N
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Management Comments

SDP II management comments have been obtained and are included in Appendix A of
this report  In response to SDP II management’s comments, we have either adjusted
the final report or provided further clarification of our position in Appendix B of this
report

This report 1s mtended for the information of the Umted States Agency for
International Development and SDP II management and others within the
organization However, this report 1s a matter of public record and its distribution 1s
not limited

\}l\\ \_\ X)/\:\"a

GTI -Mohamed Hilal & Co,
Carro, Egypt
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Ministry of Health’s Systems Development Project II,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227

FUND ACCOUNTABILITY STATEMENT
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Public Accountants

Member Firm of

Grant Thornton International

Report on the Fund Accountability Statement
Independent Auditor's Report

To Mr Lou Mundy

Regional Inspector General for Audit/Cairo

United States Agency for International Development
Cairo, Egypt

We have audited the accompanying fund accountability statement of the Ministry of
Health’s Systems Development Project II (SDP II), under Project Implementation
Letter (PIL) No 4B, Project No 263-0227 for the funds received and project costs
incurred during the period from Apnl 1, 1996 through June 30, 1997 The fund
accountability sta erient 15 the responsibility of SDP II’s management Our
responsibility 1s to express an opinion on this statement based on our audit

Except as discussed i the following paragraph, we conducted our audit i accordance
with generally accepted auditing standards and Government Auditing Standards, 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 material misstatement An audit includes examimng,
on a test basis, evidence supporting the amounts and disclosures in the fiund
accountability statement An audit also includes assessing the accounting principles
used and sigmficant 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 opinion

We did not have an external quality control review by an unaffiliated audit orgamzation
as required by paragraph 33 of Chapter 3 of Government Auditing Standards because
no such quality control review program 1s offered by professional organizations in
Egypt We believe that the effect of thus departure from the financial audit
requirements of Government Auditing Standards 18 not material because we have
participated in the GTI worldwide internal quality control program This program
requires our office to be subjected, every three years to an extensive quality control
review by partners and managers from other GTI offices

As described in Note 2, the accompanying fund accountability statement was prepared
on the basis of cash receipts and disbursements, which i1s a comprehensive basis of
accounting other than generally accepted accounting principles

87 Ramsis Street Carro

Tel (202) 574 4810 / 762 490 / 770 785

Fax (202) 760 915 6
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Mohamed Hilal & Co. %



As detailed i the accompanying fund accountability statement and as more fully
described 1n Note S5 thereto, the result of our tests disclosed total questioned costs of
$1,835 (equivalent to LE 6,241), which are divided into inehgible costs of $1,610
(equivalent to LE 5,476) and unsupported costs of $225 (equivalent to LE 765)

In our opmmon, except for the effects of the questioned costs as discussed in the
preceding paragraph, the fund accountability statement referred to m the first
paragraph, presents fairly, in all matenal respects, SDP II’s fund balance as of June 30,
1997, and 1its funds recerved and costs incurred during the period from April 1, 1996
through June 30, 1997, on the basis of accounting described 1n Note 2

In accordance with Governmental Auditing Standards, we have issued two separate
reports both dated December 14, 1997, the first on SDP II’s internal control structure
and the second on 1ts compliance with laws and regulations

This report 1s mtended for the information of the Umted States Agency for
International Development and SDP II management and others within the
orgamization However, this report is a matter of public record and 1ts distribution 1s
not limited

- - . 7;":/
- é& \'\ %\g -
GTI -Mohamed Hilal & Co,
Cairo, Egypt

December 14, 1997
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Total USAID/Egypt Funds Received

Expenditures Elements Total Budget

Ministry of Health / SDP Ii
Population/Family Planning Project il
Project No 263-0227
Pil No 4B

Fund Accountability Statement
April 1, 1996 to June 30, 1997

$
6,445,390

Actual Expenditures Questioned Costs

From Inception From 4/01/96

to 3/31/96 to 6/30/97 As of 6/30/97 ineligible Unsupported
$ $ $ $ $ $
Training 1,864 963 685,828 880 588 1 566,416 0 0
Workshops 262,259 32,610 132,491 165,101 0 0
Administration 1,974,099 700,324 1,071,339 1,771,663 0 0
Renovation 985,472 305,454 476,991 782 445 0 225
Supplies 1077,954 458,932 490 867 949,799 1,610 0
IESISDP 41,540 3,025 9,194 12,219 0 0
Contingency 208 794 0 0] 0 0 0
Raedat Refeyat 762,809 0 32,374 32,374 0 0
Total 7,177,890 2186 173 3,093,844 5,280,017 1,610 225
Fund Balance 1165 373
* The accompanying notes are integral part of this fund accountability statement
(
YN\

8

Finding
No
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Ministry of Health’s Systems Development Project 11,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227

Notes to the Fund Accountability Statement
For the period from April 1, 1996 through June 30, 1997

Note 1 - Scope of Statement

The fund accountability statement 1s the representation and the responsibility of SDP
II’s management

The “Total Budget” column represents the total budget amounts approved by USAID
for SDP II, under PIL No 4B, Project No 263-0227 from inception to June 30, 1997
The main budget categories are presented for reporting purposes only

The “Actual Expenditures” columns identify the costs incurred by SDP II
cumulatively and by two different audited periods The “ From Inception to
3/31/1996” column presents the project costs incurred during the first audit period
which was audited by other auditor The “From 4/01/96 to 6/30/1997” column
presents the project costs incurred during the pertod under this audit The “As of
6/30/1997” column presents the cumulative project costs incurred up to June 30,
1997 These columns are presented for reporting purposes only

The “Questioned Costs” columns represent audit results and are included 1n the fund
accountability statement for presentation purposes only

Note 2 - Basis of Accounting

The fund accountability statement was prepared on the basis of cash receipts and
disbursements ~ Consequently, revenues are recogmzed when they are actually
recetved and expenditures are recognized and considered incurred when they are
actually pard

Note 3 — Exchange Rate

The project funds recerved and expenditures paid mn Egyptian pounds (LE) have been
converted to U S dollars (8) at the exchange rate of LE 34 to §1 The exchange rate
used 1s the average exchange rate during the period from April 1, 1996 to June 30,
1997

N
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Note 4 — Fund Balance

The fund balance represents the difference between funds received from USAID and
costs incurred by SDP II during the period from inception to June 30, 1997

$
Total Funds Recerved 6,445,390
Less
Total Costs Incurred (5.280,017)
Fund Balance as of June 30, 1997 1,165,373

Note 5 — Questioned Costs

The “Questioned Costs” columns represent the costs questioned during the period
from Apnl 1, 1996 to June 30, 1997 Questioned costs are presented in two separate
categories The “Ineligible” column represents the costs that are not program related,
unreasonable, or prohibited by the agreement or applicable laws and regulations The
“Unsupported” column represents the costs that are not supported with adequate
documentation All questioned costs are detailed in the “Details of Questioned Costs”
section of this report

10
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Muinistry of Health’s Systems Development Project II,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227

Details of Questioned Costs

Questioned Costs
Ineligible Unsupported

$ $

Item Description
Finding 1 — Tramming
Central Office
1 Based onthe documents and clarifications provided to

us m SDP II management’s response, we have

removed this finding
Domat
1 Based on the documents and clarifications provided to

us in SDP II management’s response, we have
removed this finding

Total Finding 1 - Traiming - -

Findimg 2 — Administration
Central Office

1 Based on the documents and clanfications provided to
us i SDP II management’s response, we have
removed this finding

2 Based on the documents and clarifications provided to
us in SDP II management’s response, we have
removed this finding

Total Finding 2 - Administration -

11

Al OGN ok Ty OeOn G Ay S A Ay T S a0 9 Wy O I A W



N

Details of the Questioned Costs (Continued)

Item Description

Finding 3 — Renovation
Central Office

1 Based on the documents and clarifications provided to
us m SDP II management’s response, we have
removed this finding

Kalubia

1 This amount represents a check paid for renovation
expenditure exceeding the supplier’s invoice amount
According to OMB Circular A122 Attch A Section
A2g, “amounts recorded should be properly
supported 7 Kalubra governorate management could
not explain the above situation, therefore, we consider
this amount to be unsupported

Total Finding 3 — Renovation

Finding 4 — Supphes
Central Office

1 Based on the documents and clarifications provided to
us in SDP II management’s response, we have
removed this finding

Beheira

1 This amount represents sales taxes paid to several
suppliers and reimbursed from USAID According to
OMB Circular A122 Attch B Section 4 a and the
project agreement, “any assistance provided under the
agreement will be free from any taxation or fees
imposed under laws in Egypt and the Minstry of
Health must pay these taxes out of funds other than
those provided by USAID ” Therefore, we consider
this amount to be ineligible

12

Questioned Costs

Ineligible Unsupported
S S

225

225

1,135
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Details of the Questioned Costs (Continued)

Questioned Costs

Inehgible Unsupported
$ $
Item Description

Gharbhia

1 This amount represents sales taxes paid and
reimbursed from USAID According to OMB Circular
A122 Attch B Section 4 a and the project agreement,
“any assistance provided under the agreement will be
free from any taxation or fees imposed under laws n
Egypt and the Minustry of Health must pay these taxes
out of funds other than those provided by USAID”
Therefore, we consider this amount to be ineligible 110

Sharkia

1 This amount represents sales taxes paid and
reimbursed from USAID According to OMB Circular
A122 Attch B Section 4 a and the project agreement,
“any assistance provided under the agreement will be
free from any taxation or fees imposed under laws in
Egypt and the Ministry of Health must pay these taxes
out of funds other than those provided by USAID
Therefore, we consider this amount to be ineligible 108

Qena

1 This amount represents sales taxes paid According to
OMB Circular A122 Attch B Section 4 a and the
project agreement, “any assistance provided under the
agreement will be free from any taxation or fees
imposed under laws in Egypt and the Mimistry of
Health must pay these taxes out of funds other than
those provided by USAID” Therefore, we consider
this amount to be ineligible 109

2 Based on the documents and clarifications provided to

us 1 SDP II management’s response, we have
removed this finding

13
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Details of the Questioned Costs (Continued)

Questioned Costs
Inehgible Unsupported
3 $

Item Description

Domzat

1 Based on the documents and clanfications provided to
us i SDP II management’s response, we have
removed this finding

2 This amount represents sales taxes paid to several
suppliers and reimbursed from USAID According to
OMB Circular A122 Attch B Section 4 a and the
project agreement, “any assistance provided under the
agreement will be free from any taxation or fees
imposed under laws in Egypt and the Minstry of
Health must pay these taxes out of funds other than
those provided by USAID” Therefore, we consider
this amount to be neligible 148

Total Finding 4 - Supplies 1610

14



Ministry of Health’s Systems Development Project I,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227

INTERNAL CONTROL STRUCTURE
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Public Accountants

Member Firm of

Grant Thornton International

Report on the Internal Control Structure
Independent Auditor's Report

To Mr Lou Mundy

Regional Inspector General for Audit/Cairo

United States Agency for International Development
Cairo, Egypt

We have audited the fund accountability statement of the Mistry of Health’s Systems
Development Project II (SDP II), under Project Implementation Letter (PIL) No 4B,
Project No 263-0227 for the project costs incurred during the perod from Apnil 1,
1996 through June 30, 1997, and have 1ssued our report thereon dated December 14,
1997

Except as discussed in the following paragraph, we conducted our audit in accordance
with generally accepted auditing standards and Government Auditing Standards, 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
accountabihity statement 1s free of material musstatement

We did not have an external quality control review by an unaffihated audit orgamzation
as required by paragraph 33 of Chapter 3 of Government Auditing Standards, because
no such quality control review program 1s offered by professional organizations in
Egypt =~ We believe that the effect of this departure from the financial audit
requirements of Government Auditing Standards 1s not material because we have
participated in the GTI worldwide internal quality control program This program
requires our office to be subjected, every three years, to an extensive quality control
review by partners and managers from other GTI offices

In planming and performing our audit of the fund accountability statement described
the first paragraph we considered its internal control structure in order to determine
our auditing procedures for the purpose of expressing our opmion on the fund
accountability statement and not to provide assurance on the internal control structure

The management of SDP II 1s responsible for establishing and mamtaimng an internal
control structure In fulfillng this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of internal

87 Rams:s Street Cairo

Tel (202) 574 4810 / 762 490 / 770 785
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control structure policies and procedures The objectives of an internal control
structure are to provide management with reasonable, but not absolute, assurance that
assets are safeguarded aganst loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded
properly to pernut the preparation of fund accountability statement 1n accordance with
the cash basis of accounting Because of the inherent imitations 1n any internal control
structure, errors or rregularities may, nevertheless occur and not be detected Also,
projection of any evaluation of the structure to future periods 1s 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

With respect to the internal control structure, we obtained an understanding of the
design of relevant policies and procedures and whether they have been placed in
operation, and we assessed control rnisk

We noted certain matters mvolving the internal control structure and 1ts operation that
we consider to be a 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 entity’s
ability to record, process, summarize, and report financial data consistent with the
assertions of management 1n the fund accountability statement

Finding 1 Budgeting Control Procedures
Condition

While performing our audit we noted various incidents where the project
management exceeded the budgeted line items 1n the central office and the
Governorates Controlling costs means keeping actual costs in line with
the project’s financial plan  Although the project did not exceed the
overall budget, we noted lack of internal control procedures over the
budgetary process for the Central Office and Governorates

Criteria

As mentioned in SDP II’s Policy and Procedure Manual “An important
component of effective financial management 1s the establishment of sound
admumstrative financial controls to ensure that funds and resources of SDP
IT are used 1n the most efficient and cost effective matter ”

Cause
SDP II's management did not comply with the above-mentioned policy

which resulted 1n an internal control weakness over the budgeting and
monitoring cycle

16
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Effect

The use of a budget 1s a key element of proper financial planmng and a
tool used by management for controlling costs To control costs,
managers of the Central Office and Governorates should compare actual
costs ncurred with the budgeted amounts and take actions to avoid
overspending

Recommendation

We recommend SDP II Central Office management review its budgeting
and momtoring control procedures to ensure that any modification to the
original budget should be communicated to the Governorate level 1n order
to ensure that the Governorates expenditures are in accordance with the
plans and decisions of SDP II management

A maternial weakness 1s a reportable condition in which the design or operation of one
or more of the sreuific mternal control structure elements does not reduce to a
relatively low level the nsk that errors or wregularties i amounts that would be
material 1n relation to the fund accountability statement being audited may occur and
not be detected withn a timely period by employees in the normal course of
performing their assigned functions

Our consideration of the mnternal control structure would not necessarily disclose all
matters in the internal control structure that mught be reportable conditions, and,
accordingly, would not necessarily disclose all reportable conditions that are also
considered to be matenal weaknesses as defined above However, we beheve the
reportable condition described above 1s not a material weakness We also noted other
matters involving the internal control structure and its operation that we have reported
to the management of SDP II in a separate letter dated December 14, 1997

This report 1s mtended for the mformation of the Unmited States Agency for
International Development and SDP II management and others within the
organization However, this report 1s a matter of public record and its distnibution 1s
not limited

AN ! —
SN AN

GTI -Mohamed Hilal & Co

Cairo, Egypt

December 14, 1997
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Public Accountants

Member Firm of

Grant Thornton International

Report on Comphance with Laws and Regulations
Independent Audrtor's Report

To Mr Lou Mundy

Regional Inspector General for Audit/Cairo

United States Agency for International Development
Cairo, Egypt

We have audited the fund accountability statement of the Minustry of Health’s Systems
Development Project II (SDP II), under Project Implementation Letter (PIL) No 4B,
Project No 263-0227 for the project costs incurred during the pertod from April 1,
1996 through June 30, 1997, and have 1ssued our report thereon dated December 14,
1997

Except as discussed in the following paragraph, we conducted our audit n accordance
with generally accepted auditing standards and Government Auditing Standards, 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 matenial misstatement

We did not have an external quality control review by an unaffihated aud:t orgamzation
as required by paragraph 33 of Chapter 3 of Government Auditing Standards, because
no such quality control review program is offered by professional organzations 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 i the GTI worldwide nternal quality control program This program
requires our office to be subjected, every three years, to an extensive quality control
review by partners and managers from other GTI offices

Comphance with laws regulations contracts, and grants applicable to SDP II is the
responsitbility of SDP II's management As part of obtamng reasonable assurance
about whether the fund accounting statement 1s free of material musstatement, we
performed tests of SDP II's compliance with certain provisions of the laws,
regulations, contracts, and grants However, the objective of our audit of the fund
accountability statement was not to provide an opinon on overall compliance with
such provisions Accordingly, we do not express such an opimion

87 Ramsis Street Cawro

Tel (202) 574 4810 / 762 490 / 770 785

Fax (202) 760 915 18
E Mail HHILAL@LINK.Com Eg

Mohamed Hilal & Co. %



The results of our tests indicated that, with respect to the items tested, SDP II
complied, in all matenal respects, with the provisions referred to in the preceding
paragraph With respect to items not tested, nothing came to our attention that caused
us to believe that SDP II had not complied, 1n all matenal respects, with those
provisions However, the result of our tests disclosed immaterial instances of
noncompliance with those provisions that we have reported to the management of SDP
I 1n a separate letter dated December 14, 1997

This report 1s imntended for the information of the Umted States Agency for
International Development and SDP II management and others within the
organization However, this report 15 a matter of public record and its distribution 1s
not hmited

S AN

GTI -Mohamed Hilal & Co ,
Carro, Egypt

December 14, 1997
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Appendix A

Minsstry of Health’s Systems Development Project I,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227

MANAGEMENT COMMENTS
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Fanmuly Planning ool | G £ it
Systems Development Project B i 4] ppmadaid
12/2/1998
Mohamed Helal & Co .

Public Accountants

87 Ramsts St
Cairo, Egypt

Dear M Amr Fathallah

Enclosed please find SDPII response to GRANT THORNTON on audit report regarding
Project Implementation Letter No 4B from Apnl 1, 1996 to June 30, 1997, as follow
1 Tund Accountability Statement

2 Internal Control Structure

Thank you for your cooperation

Sincerely,

oo ylloldy

Dr Hassan El Gebaly

Executtve Director

YooV 4 uSls = Yoo toAN = TootATY i aldl = Catidl pulaa p b ¥ Lasall oyl

Ministry of Health 3 Magless El Shaab St Cawo Tel 3554937 3554586 Fax 3557009 ‘LV



SDP MANACLMENT RESPONSE 10 GRANT THORNION/
MOHAMED HFT AL
AUDIT UNDER POPULATION AND FAMILY PLANNING
PROJECT NO 263 0227

PROJIICT IMPLEMINIATIIONLITITRNG 4B
From Apnl 1, 1996 to June 30, 1997

Fund Accountability Statement

Finding No 1 -Tramng

Central Office

l The inehgible amount of LE 6,800 (52,000), page 11 of the audit report, spent on a
ceremony for end of tratming activity  There was no justification for the need of this
ceremony nor was there a wrtten approval from USALD for such an event  According
to OMB circular A122 scction 12 costs for amuscment md social activitics are
unallowable

SDP Response

Attachud please find 4 copy of the invoice (Appandin 1) Although the imvoice shows the
word cerumony, 1t also savs truming  The referenced amount docs not represent o cost
of amuscment nor 1socil activity, they represent the cost of tac redrcshment and cakes
offered during the closing session of 10 courses asstited in the imvore Rederence iy
also made to PIL No 4, 2A, Section I, under “Allowability "+ 1 ads that “1he cost of
rcfteshments for coffee and tea breaks during project appioyad tinming, workshops
and conterences (that are undertahen for not less than half a day) s not consdardad
cntertaunment cost) Inour case this function represents an mtegral part of the trammg
activity and fees

Donmuat

1 The unsupported amount of LE 1,820 (8535), page 11 of the audit report
representing incentive paid to the admmistrative employ ecs for two courses held at the
same time SDP Domuat Governorate management could not explain the above
mentioned situnticn Therefore we consider these amounts to be unsupported

SDP Response

Appendix (2) 1v a luner from Domiat Governorate statmg that those amounts e pud
for supavision pud for two courses held at the same dates but not at the s e hours
There wis 1 need to wmplement  all of the traiming courses bufore the end of the fiscal
year, thaefore one of the courses wis held from 8 00 am to ™ 60 p m, nd the sceond
course from 12 80 1yon to 630 pm Appendin (2) adso andude veopy of the twao
vouchcrs

BEST AVAILABLE COPY



Finding No 2 - Admtnistration

Centt al Office

| Lhe mchigible imount of LE 19,914 (S5,857), we noted th i SDP paid imcentives to
the project emp oyees without USAID approval  1he mmplunentation plan does not
provide tor such bonus Therefore we consider these amounts to be incligible

SDP Response

Ilis 1s a recurrent finding that has been resolved with USAID during the last audat
conducted by Hazem Hassan  Both Hazem Hassan and USAID agreed to our
Justification of payment of this bonus (refer to last SDP Management response to Hazem
Hassan) However, we attach herewith as Appendiy (3) three supporting documents,
the first 15 a copy of SDP response to Hazem Hassan that was accepted by USAID, the
second 15 a Munisterial Decree authoruzing the SDP Exccutine Diurector to grant g
performance bonus to those employces who contributed in achieving the objectives of
the project  each three months minimum  Moreover, this performance bonus s stated
m - Aiticle 9 of the eraployment contract (attached) - “the first party wlhach s the
cmployer 15 entitled to grant the sccond party which s the employce a performance
bonus within the allocated budget” In addition, these amounts disbursed as
performance bonuses are budgeted for, and are spent as a matter of consistency wath
therr government collcagues who receive this bonus m acenrdance with a nunistanil
deerce The docunicney did notstute a saliny it for obtumng such o honus, it stated
that it should be withip thie allocated budget (1l bonuses oudy paud to not profossional
stafl, drivers, junior accountants, secretarics, cte )

2 ['he 1nchgible amount of LE 68,887 (S20,261), page 12 of the audit report SDP
disbursed this amount over the budget for the sub-line 1tum Supervisory Visits s
amount was not budgeted for and SDP 11 did not obtain wiitten approval from USAID
for exceeding the budgeted amount  Tlius amount 1s considered questioned cost duc to
the matenal over budgeted expenditures therefore we consider this amount to be
meligible

SDP Response

The requirements of this stage of project implementation neccssitated intensifying the
supervision visits to all governorates  Therefore, through actual implanentation of
project activitics, the sub-line item of supernvisory visits scemed to be underbudgted
USAID rcgulitions PIL 4A, Scction 1 dated Januar 20, 1994 allow for making shifts
between major hine items in previously approyed annual implementation plan budgcts 1f
the shift results in an increase or decrease of less thin 15% of major hime tem (Total
budgcet for wdmimstration1s LE 6,711,935 and questioned ymouant 1s only LE 68,887 00)
No approv il is needed for shifting of funds within major ineitems  (Supervisory visits
15 a sub-hncitem of the major ine ttem admumstration 1t 1s withun the authority of the
Iuxecutive Director to mike areillocation of fund batween sub-hinc items  In addition,
the total admimistration hine item was not excecded  See Appundin (4) for a copy of the

%’3 “ o moyow oy
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tcferenced ily and a letter from USAID Project Officer dated Dec 22, 1997 1 the
subject

['inding No 3 - Renoy itien

Central Office

1 [he mchgible amount of LT 40,461 (S11,900) page 12 of the audit report Durnrg
the period 7/1/96 to 6/30/97, SDP 11 pard $11 900 for Cuntral Office renovation  Ilus
amount was not budgeted for and SDP did not obtain wrnitten approval from USAID
for such costs  According to OMB Circular A 122 attach a 4, ' a cost 1s allowablc
when 1t 15 allocable to a particular cost objective such as a grant or activity
Lheretore, we consider thus amount to be mchigible

SDP Response

According to USAID approval dated Januan 9, 1996, LE 259,670 was budgcted for the
fimshing items “facility renovations” SDP used only LIT 142,762 48 out of the total
approved budget (Appendix (S) shows USAID approval and a detail of the eapended
amount LIE 142,762 48) Thus the LE 40,461 1s considercd an allowable cost under the

grant agreement

Qaliubnn

1 L he unsupportid amount of LE 766 (S225) page 12 of the audit report This amount
represents @ chal pard for ranovation expenditure execedimg the supphier s invoree
amount  Accordirg to OMB Circulnr A 122 attach A Scction A2 g “amounts
recorded should ve oroperly supported  Qahubia goyernorate management could not
cxplain the above situation therefore we consider this amount 1o ve unsupported

SDP Response

SDP accepts the wehigibility of this item Cheek No 961444 dated January 20, 1998
from Qaliubia Govarnorate his been deposited at SDP bank account (Appendin 6 show
a copy of the referenced check and adjustment made 1 our books )

Finding No 4 - Supplies

Central Office

1 The inchigible amount of LE 41,980 (512,347) page 13 ot the audit report SDP 11
disbursed $12 347 over the budget for the hine tem Central Office Supplies Thus
amount was not budgeted for and SDP 11 did not obtain written approval {iom USAID
for exceeding the budgeted amount  This amount 1s considercd questioned cost duc to
the matenial over budgeted expenditures  therefore we consider  thus amount to be

ineligible

SDP Response

Y



SDP has two responses on thus finding

1 The overbudgeted expenditure 1s for a sub hine item which according to USAID
letter dated Dee 22, 1997 stating thatin case that the sJofts of funds 1s wathan a
single Line-ttem, admunistrative approval fills witlhun SDP project management
authority and USAID approval 1s not required

2, [here were a musposting in an amount of LE 90,677 (total costs of purchasing
chairs for the central office  This amount was app.oved under “Faalify
Renovation * and not “supphies”  Thus, an adjustment of LE 90,677 has been
done to rcduce the sub-line item SDP/CO supphies and charge it correctly to
Renovation  (Sce USAID approval dated Jan 9, 1996), The aboyve mentiondd
adjustments will appear in the certified fiscal report of Fcb 1998

Behery

1 The mchgible antount of LE 3,860 (S1,135) page 13 of the audit report This amount
rcpresents sales taxes pard to several  supplicrs and rambursed from USAID
According to OMB Circular A122 Attach B Scction 4 a and the project agreement
“any assistance provided under the agreement will be free from any taxation or fecs
miposed under laws i Egy ptand the Mimstry of Healtl nau t pay these taxes out of
funds other than those provided by USAID  Therefore we consider this amount to he

meligible

SDP Response

SDP accepts the chigibility of this amount Appendix (8) 1s a copy of the check 1ssued by
Belicira to return the tax amount and the adjustment madc i our books

Gharbia

1 The mechgible amount of LE 360 (S106) page 13 of the audit report This amount
represents sales tanes paid to several suppliers and rambursed from USAID
According to OMB Circular A122 Attach B Scction 4 a and the project agreement
“any assistance provided under the agreement will be free from any taxation or fees
imposed under laws i Egypt and the Ministry of Health must pay these taxes out ol
funds other thaa those provided by USAID  Therefore we consider this amount to be
incligible

SDP Responsc

SDP accepts the wnchigibility of this amount  Appendin 9 shiows 1 copy of the check of
the rcturned wmount and the wdjustment made in our books Both the check and the
adjustment with the amount of LE 374 80 and not LI 360 00 s mentioncd 1n Audit
Report (sce sudit detasled work-papers which show that the amount of salcs taxes s LI
374 80)
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Sharkia

1 The nchgible amount of LE 368 (S108) page 14 of the audit report This amount
represents sales taxes paid to several supplicrs and rambursed from USAID
According to OMB Circular A122 Attach B Section 4 a and the project agreement
“any assistance provided under the agreement will be free fron any taxation or fues
imposed under laws 1in Egy pt and the Mimistry of Health must pay these taxes out of
funds other than those provided by USAID  Thercfore we consider this amount to e

incligible

SDP Response

SDP accepts the inchgibility of this amount  Appendin (10) iepresents a copy of the
check No 6123937 dated 1/4/98 by Sharkia Goyernorate Chock amounting to LE 314
was reconctled by transiction No 2405 dated 1/4/98 The differcnce which 1is LE 54 has
been previously reconcied 1in Sharkia boohks by reconcilhiation number 154 dated Scpt

22, 1997, copy of letter of Sharhia attached

Qcna

1 The mnchgille ar1ount of LE 370 75 (S109) page 14 of the audit report This amount
represents sales taves paid to several  supphiers and resmbursed from USAID
According to OMB  Circular A122 Attach B Scetion 4 aand the project agreement
‘any assistance provided under the agreement will be fice from any taxation or fees
imposed  under laws in Egyptand the Mimstry of Health must pay thesc taxes out of
funds other than those provided by USAID  Therdfore we consider this amount (o be

inchgible

SDP Response

SDP accepts the chigibility of this amount  Appendin (11) shows a copy of the check
1ssucd tn the amount and adjustment made in our books

2 The wmchgible amount of LE 27,200 (58,000) page 14 of the audit report During the
audited penod, SDP 1l Qena Governorate paid $8 000 for purchase of supplies for
Nurses schools  This amount was not budgeted for m the project financial plan
According to OMB Circular A122 attach a4 *a costis allowable when it 1s allocable
to a particular cost objective such as agrantactivity  Thuefore, we consider this

amount to be inchigible

SDP Response

Appendix (12) shows that this amount was budgeted for m PYT budgct and 1s within the
approved financial plan - under supphes

Domiat
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1 [he mchgible amount of LE 1900 (S559) page 14 of the cudit report Hus amount
represent a cheeh paid for the purchasing of supphes for a computer room m Donnat
without supporting documents According to OMB Circular A122 Attach A Section
A2g “amounts recorded should be properly supported  Dommat governorate
management could not explain the above  thercfore  we consider this amount to be
unsupported

SDP Response

The support document was nusplaced  Appendix  (13) represents  the support
documents required

2 [he mchigible amount of LE 505 (S149) page 15 of the audit report This amount
represents sales taxes paid to several supphliers and rambursed from USAID
According to OMD Circular A122 Attach B Scction 4 a and the project agrecment
“any assistance provided under the agreement will be {ree from any taxation or fes
imposed under laws 1in Egypt and the Mimistry of Hcalth must pay these taxes out of
funds other then those provided by USAID  Thercfoie we consider this amount to
be mchigible

SDP Response

SDP aceepts the inchigibility of this amount Appendiv (14) shows bank yvoudhu

clarifying addition of amountin our bank account, and copy of adjustment transiction
No 1 dated Feb 2,1998 into Donuat Books




INTERNAL CONTROL STRUCTURI
M istry of Health s Systems Davdlopment Project 1
Audit Pertod April 1, 1996 June 30, 1997

Finding 1 Budget Control Procedures
Condition

While performing our audit we noted vartous incidents where the project management
exceeded the budgeted line items in the central office and the Governorates
Controlling costs means heeping actual costs 1in hine with the project’s financial plan
Although the project did not exceed the overall budget, we noted lack of internal
control procedures  over the budgetary process for the Central Office and
Governorates

Recommendation

We rccommend SDP il Central Office management review its budgeting and
monttoring control proccdures to cnsure that any modification to the nnigimal budget
should be comnunicated to  the Governorate level i onder 1o casure that the
Govunorates expeaditures are v accord ince wath the plans and deasions of SDP I
management

SDP Response

[he auditors state that the project management excecded the budgdted hine items
in the central office nd the governorates  We assume the nuditors have made
this statement about the central office because of the following questioned costs

Fiding 2-Admimistration (2) and Finding 4-Supplies (1) Please see the SDP
1esponse to these questioned costs  In neither case, did the SDP excedd the major
line 1tem of Admuinistration or Supphes The sub-hne item budget was exceeded

Ihe projeet manigement has the wthority to shuft funds batween sub-hine items
within a major hne item of the budget as long as the major hine item 1s not
cxceeded by 15%  The USAID Project Officer has reiterated thatin a letter
which is attiched to the response to the questioned costs

[ he statement regarding the governoraites exceeding the budgeted hine items s
more difficult to ascertun Ihere 1s one questioned cost m Qenn under the
Supphlics (1) category of Dinding-4 Please refer to the response to this questioned
cost  1lus cost s also atlow ible

The auditors omy guwe 1 serbal explination to the SDP reguding the
governorites cveecwing of the budget  Fhey varbally told the weounting stdf
that during the audit period, the centril office revisad the budgets of I of the
governorates without i fornung the governorites of the chnges  The result was
that onc governoraite, Beheirn, evceeded its budget in one hinc-item The SDP
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weountimg stiff verified that the verbal statemant made by the wditors was
correct  Changes were made i the govoarnorite budgdts without mforming
them

Curicntly the SDP monttors the expenditures compared to budget on a monthly
hasiy for the Cantral Office and all 27 gosernorafes to ensm e comphinnee with
the budget The procedure 1s thatany change in any budget hne-1tem for any
governorate should be communicated to that governorate on a timcely basis In

the future, the SDP will cmphasis that pro~cdure in order to ensuice that there s
no confuston asto what the spending levels should be for cach hne item in every
governorate budget  The SDP rccogmizes the importance of monitoring
expenditures in the central office and cach governorate for proper internal

control of projcct resources
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Appendix B
Page 1 of 3

Ministry of Health’s Systems Development Project I,
Under Project Implementation Letter (PIL) No 4B,
USAID/Egypt Project No 263-0227

Auditor’s Response

The System Development Project II (SDP II) management provided comments
relating to the draft report presented at the exit conference on January 14, 1998 In
response to therr comments, we reviewed additional supporting documents provided
by SDP II management  Please note that the finding references used below
correspond to those used n our draft and final reports

I Questioned Costs

Finding 1 — Trammng
Central Office

1 Based upon our review of the documents and clarifications provided to us 1n
SDP II management’s response, we have removed this questioned cost from
our final report

Domaat

1 Based upon our review of the documents and clarifications provided to us 1n
SDP II management’s response, we have removed this questioned cost from
our final report

Fmnding 2 - Admimmstration

Central Office

1 Based upon our review of the documents and clarifications provided to us
in SDP II management’s response, we have removed this questioned cost
from our final report

2 Based upon our review of the documents and clanifications provided to us
in SDP II management’s response, we have removed this questioned cost
from our final report

%
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Appendix B
Page 2 of 3

Finding 3 — Renovation

Central Office

1 Based upon our review of the documents and clarifications provided to us in
SDP II management’s response, we have removed this questioned cost from
our final report

Kahubia

1 SDP II's management agrees with this finding Kalubia governorate has
refunded the unsupported amount of $225 to SDP II’s bank account and
adjusted its records SDP II has not refunded the amount to USAID or
adjusted the certified fiscal report Therefore, the questioned cost has
remained 1n our final report The Mission should remove this finding when,
SDP II refunds this amount to USAID and adjusts 1ts certified fiscal report

Finding 4 — Supphes
Central Office

1 Based upon our review of the documents and clanfications provided to us in
SDP II management’s response, we have removed this questioned cost from
our final report

Beheira

1 SDP IT’s management agrees with this finding The ineligible amount of
$1,135 has been deposited at SDP IT’s bank account, however, SDP II has
not refunded the amount to USAID or adjusted the certified fiscal report
Therefore, the questioned cost has remained 1n our final report The Mission
should remove this finding when SDP II refunds this amount to USAID and
adjusts 1ts certified fiscal report

Gharbia

1 SDP II’s management agrees with this finding  The ineligible amount of
$110 has been deposited at SDP II s bank account, but the certified fiscal
report has not been adjusted yet Therefore, this questioned cost has
temamed 1n our final report The Mission should remove this finding when
SDP II refunds this amount to USAID an1 adjusts 1ts certified fiscal report
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Sharkia

1 SDP II’s management agrees with this finding The ineligible amount of
$108 has been deposited at SDP II’s bank account, but the certified fiscal
report has not been adjusted yet Therefore, this questioned cost has
remained 1n our final report The Mission should remove this finding when,
SDP 11 refunds this amount to USAID and adjusts 1ts certified fiscal report

Qena

1 SDP II's management agrees with this finding The meligible amount of
$109 has been deposited at SDP II's bank account, but the certified fiscal
report has not been adjusted yet Therefore, this questioned cost has
remained 1n our final report The Mission should remove this finding when,
SDP II refunds this amount to USAID and adjusts 1ts certified fiscal report

2 Based upon our review of the documents and clarifications provided to us in
SDP II management’s response, we have removed this questioned cost from
our final report

Domat

1 Based upon our review of the documents and clarifications provided to us in
SDP II management’s response, we have removed this questioned cost from
our final report

2 SDP II's management agrees with this finding The ineligible amount of
$148 has been deposited at SDP IT’s bank account, but the certified fiscal
report has not been adjusted yet Therefore, this questioned cost has
remained 1n our final report The Mission should remove this finding when,
SDP II refunds this amount to USAID and adjusts its certified fiscal report

II Internal Control Structure

Finding 1 Budget Control Procedures

SDP II’s management agrees with this finding SDP II’s management stated that
certain corrective actions have been taken and implemented These corrective actions
have been taken subsequent to the audit period  Therefore, this finding has remained
1n our final report In our opinion, the corrective actions addressed by SDP 11
management, are sufficient for the Mission to remove this finding

7
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CAIRO EGYPT

MEMORANDUM

DATE March 17, 1998 ﬁ\\\

TO Lou Mundy, RIG/A/C /i)/

FROM Shirley A Hunter, Division Chief, FM/FA'CS/ o
SUBJECT Financial Audit of the Ministry of Health'’s

Systems Development Project, Costs Incurred under
the USAID/Egypt’s Population/Family Planning III
Project No 263-0227

Draft Report dated February 22, 1998

Following 1s the Mission response to Recommendation No 1 under
the subject audit

Recommendation No 1

We recommend that USAID/Egypt make a final management decision on
the questioned costs of $1,835 (ineligible costs of $1,610 and
unsupported costs of $225) detailed on pages 12 through 14 of the
audit report, and recover from the Ministry of Health the amounts
determined to be unallowable

Mission Response

In their response to the draft audit report, SDP agreed with all
the findings totalling $1,835 since they represent overbilling
and sales taxes Accordingly, Mission issued Bill of Collection
(BOC) No CO-263-81749 dated February 25, 1998 in the amount of
$1,835 (LE 6,241) (Attachment No 1) The sustained amount was
deducted from the 8SDP January 1998 Voucher No 8-2701, as
detailed in the attached table (Attachment No 2)

Based on the above action, please i1issue the final report with the
recommendation closed upon 1issuance

Thank you for your cooperation

Att a/s

106 Kas! El Aint Street
Garden City
Cairo Egypt



