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Report of Audit 

Financial Audit of the Federation of 
Egyptian Industries, Costs Incurred Under 
the USAID/Egypt Energy Conservation and 

Environment Project No. 263 .. 0140 

Report No. 6-263-98 ... 020-N 
March 17, 1998 

JoINANC'IAL INFORMA nON CONTAINl.1> 
IN TillS Rl.PORT MAYBE PRIVII .. Gl' J) 

TIlF RhSTRICTION OF 18 usc. 1905 SHOUI I> 
BF CONSIDEREI> BEFORE ANY INFORMA fION 
IS RELF ASED TO THE PUBLIC 

Regional Inspector General for Audit 
Cairo, Egypt 

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



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

':USAID 

~ 
~ •• , •• , 
CURD, EGYPT 

UNITED STA TES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAUAUDIT 

Report No 6-263-98-020-N 
March 17, 1998 

MEMORANDUM 

TO Westley 

FROM 

SUBJECT Fmanclal AudIt of the FederatIon of EgyptIan Industnes, Costs Incurred 
Under the USAID/Egypt Energy ConservatIon and EnvIronment Project 
No 263-0140 

The attached report, transmItted on February 19, 1998 by KPMG Hazem Hassan, 
presents the results of a fmanclal audIt of the FederatIon of EgyptIan Industnes (FEI), 
USAID/Egypt Energy ConservatIon and EnVIronment Project No 263-0140, Project 
ImplementatIon Letter (PIL) No 5 The purpose of the Project IS to Improve the energy 
effICIency of Egyptian fIrms by IdentIfymg energy-conservmg technologIes not currently 
bemg used m Egypt, and by fmancmg and promotmg the use of such technologIes 

We engaged KPMG Hazem Hassan to perform a fmanclal audIt of FEl's mcurred 
expendItures of $307,064 (equIvalent to LE 1,044,017) for the penod July 1, 1996 
through June 30, 1997 for PIL No 5 The purpose of the audIt was to evaluate the 
propnety of costs mcurred durmg thIS perIod KPMG Hazem Hassan also evaluated 
FEl's mternal controls and comphance WIth apphcable laws, regulatIons and agreement 
terms as necessary m formmg an opmIOn regardmg the Fund AccountabIlIty Statement 

The audIt dId not IdentIfy any questIOned costs bIlled to USAID/Egypt by FEI Also 
the audIt dId not note any matenal weaknesses assocIated wIth FEl's mternal controls nor 
matenal mstances of noncomplIance WIth applIcable laws, regulatIons and agreement 
terms As a result, thIS report does not contam any recommendatIons to be mcluded m 
the OffIce of Inspector General's recommendatIon follow-up system 

v S Mtub.ng Address 
VSAID-RIGIA/C Vml64902 

APO AE 09839-4902 

Tel Country Code (202) 
357-3909 

Fax # (202) 355-4318 

#106 Kasr El AIm SI, 
Onro Center Bulldmg, 

Garden cay, Onro, Egypt 



Mundy/Westley Memorandum-Fmancral Audlt of the FederatIOn 
of Egypnan Industnes, Costs Incurred Under the USAIDIEgypt Energy 
ConservatIOn and Envlronment ProTect No 263-0140 Page 2 

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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F~nanc~al Aud~t of the 
Federat~on of Egypt~an Industr~es (FEI) 

USAID/Egypt ProJect No 263-0140 
ProJect Implementat~on Letter (PIL) No 5 

for the Per~od July 1, 1996 Through June 30, 1997 

1 , 

\\F~nanc~al ~nformat~on conta~ned ~n th~s report may be 
pr~v~leged The restr~ct~ons of 18 USC 1905 should be 
cons~dered before any ~nformat~on ~s released to the 
publ~c " 
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F~nanc~al Aud~t of the 
Federat~on of Egypt~an Industr~es (FEI) 
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Hazem Hassan 
Public Accountants & Consultants 

72 Mohl Eldin Abul Ezz Street 
Mohandseen Cairo 

Telephone (202) 336 90 94 3369098 
Telelax (202) 349 72 2;1 34878 19 

Egypt EMail hhassan2 'g nte com 

Mr Lou Mundy 
Reglonal Inspector General for Audlt-Calro 
United States Agency for International Development 
Cairo, Egypt 

February 19, 1998 

Dear Mr Mundy, 

ThiS report re~re$ents the 
of the Federation of 
USAID/Egypt Pro] ect No 
Implementation Letter (PIL) 
1996 through June 30, 1997 

Background 

results of our financlal audit 
Egyptian Industries (FEI), 

263-0140 under Pro] ect 
No 5 for the period July l, 

The Energy Conservation and EnViro~~ent ?=o]ect is 
deslgned to lmprove the energy eff1clency 0: Sgyptia~ 
industrial and commercial f1rms "_S ob:e::t1ve 1S 
accomplished by ldentlfYing energy-conserv1ng 
tecnnologles, not currently belng use:::. 1n Egjot, WhiCh 
offer slgniflcant potential for energ, saVing, flnanclng 
the 1n1tial use of these technologies a~~ promot1ng their 
continued use 

USAID/Egypt initiated PIL No 5 to f _ - a~ce tre oro] ect 
The PIL was amended eleven times to _-crease the total 
budget to LE5,935,825 and to extend the ~=o]ect co~plet1on 
date to September 30, 1998 

... e r- Jt 
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KPM6' Hazem Hassan 

Aud~t ObJect~ves and Scope 

The obJect~ve of th~s engagement was to conduct a 
f~nanc~al aud~t of USAID/Egypt's resources, managed by the 
Federat~on of Egypt~an Industr~es (FEI) , USAID/Egypt 
ProJect No 263-0140 under ProJect Implementat~on Letter 
(PIL) No 5, for the per~od July 1, 1996 through June 30, 
1997 The aud~t encompassed an exam~natlon of FEI's 
expenses, bIlled to and relmbursed by USAID/Egypt, In 
order to deterInlne whether they were In compllance Wl th 
the terms and cond~t~ons of the PIL and USAID/Egypt rules 
and regulat~ons We also rev~ewed ~nternal controls 
aSSOCla ted Wl th FEI' s management of resources funded by 
USAID/Egyp :hrough the PIL 

The spec~fl_ obJect~ves were to 

1 express an opln~on on whether the fund accountab~llty 
statement for the USAID flnanced agreement of FEI 
presents falrly, ~n all mater~al respects, prOJ ect 
revenues rece~ved and costs lncurred for the per~od 
under aud~t, ln conformlty w~th generally accepted 
account~ng prlnc~ples or other comprehens~ve bases of 
account~ng, 

2 determ~ne whether the costs, 
under the agreement, are, 
allocable, and reasonable ln 
terms of the PIL, 

reported 
~n fact, 
accordance 

as lncurred 
allowable, 

wlth the 

3 evaluate and obtaln a sufflclent understand~ng of the 
lnternal control structure of FEI, assess control 
rlsk, and ~dentlfy reportable cond~tlons, ~ncludlng 
mater~al lnternal control weaknesses, 

4 perform tests to determ~ne whether FEI compl~ed, ~n 

all mater~al respects, wlth the terms and condlt~ons 
of the PIL and, also, appl~cable laws and USAID/Egypt 
rules and regulat~ons, and 

5 determlne whether FEr has taken correctlve actlon on 
pr~or aud~t report recornmendatlons 

-2-
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K~ Hazem Hassan 

Prel~m~nary plann~ng and rev~ew procedures started ~n 
January 1998 and cons~sted of 

• d~scuss~ons w~th RIG/A/e, 

• a rev~ew of the PIL, 

• ~nterv~ews and d~scuss~ons wlth 
concernlng the status of the 
durlng the perlod, the 
requlrements, the PIL's budget, 
actual expendltures lncurred by 
USAID/Egypt, and 

FEI's key personnel 
PIL, accompllshments 

statutory reportlng 
procedures governlng 

FEI and bliled to 

• reVlew of the FEI's organlzatlonal structure and FEI's 
establ~shed pol~c~es and procedures, and controls 
related to personnel, procurement, flnanclal accountlng 
and reportlng, and b~ll~ng to USAID/Egypt 

The f~eld work segment of our aud~ t was completed on 
February 19, 1998 The scope of our work was to audlt 
costs lncurred by FEI and relmbursed by USAlD/Egypt under 
PIL No 5 W~thln each budget llne ltem, we selected 
transact~ons on a Judgmental basls l~ order to perform a 
substantlve test of deta~ls We tested expendltures of 
$ 94,168 (equl valent to LE32 0, 170) out of total 
expendltures amountlng to $307,064 (equlvalent to 
LE1,044,017) 

"Our tests of expendl tures lncluded, but were not llml ted 
to, the follow~ng 

1 Reconclllng FEl's accountlng ~ecords to lnVOlces 
lssued to USAID/Egypt and testlng costs for 
allowablilty, allocablilty, reasonableness, and 
adequate supportlng documentatlon, 

2 Determlnlng whether 
were approprlate and 
PIL and appllcable 
adequately supported 

salarles and consultants' costs 
conslstent wlth the terms of the 
rules and regulatlons and were 
and approved, 



1;Me Hazem Hassan 

3 Determlnlng whether costs of travel and per dlem, 
tralnlng, materlals and supplles, off1ce equ1pment 
and renovatlon, publlcatlons, and other dlrect 
charges were approprlate and cons1stent w1th the 
terms of the PIL and appl1cable rules and regulatlons 
and were adequately supported and approved, and 

4 Checklng the adequacy of FEI' s control over pro] ect 
equlpment funded by USAID/Egypt 

Except as dlscussed ln the followlng paragraph, we 
conducted our audlt ln accordance w1th generally accepted 
audltlng standards and Government Audlt1ng Standards, 
1ssued by the Comptroller General of the Unl ted States 
These standards requlre that we plan and perform the audlt 
to obtaln reasonable assurance about whether the fund 
accountab1l1ty statements are free of mater1al 
mlsstatement 

We dld not have an external quallty control reVlew by an 
unafflilated audlt organlzatlon, as requlred by paragraph 
33 of Chapter 3 of Government Audltlng Standards, because 
no such quallty control reVlew program lS offered by 
professlonal organlzatlons In Egypt We belleve that the 
effect of thlS departure from the flnanClal audl t 
requlrements of Government Audltlng Standards 1S ~~: 
materlal because we have partlclpated ln the K? '3 
worldwlde lnternal quaIl ty control program Tf' _s prog=aLt 
requlres our offlce to be subJected, every two years, to 
an extenslve quallty control reVlew by pa=:ners and 
managers from other KPMG offlces 

As part of our examlnatlon, we made a s:udy and evaluatlon 
of relevant lnternal controls ana revle~ed FElts 
compllance wlth appllcable laws and reg_:atlons 

Results of Aud~t 

PIL No 5 Fund Accountab~l~ty Statement 

Our audlt dld not ldentlfy any questloned costs 

-4-
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.~ IG Hazem Hassan 

Internal Control 

Our aud1t d1d not 1dent1fy any reportable cond1t1ons 
assoc1ated w1th FEI's 1nternal controls 

Compl1ance w1th Laws anct Regulat10ns 

Our aud1t d1d not 1dent1fy any mater1al 1nstances of 
noncomp11ance w1th app11cable laws and regulat10ns 

Follow-up on the PreV10US Aud1t Report 

The prev10us aud1t report d1d not 1nclude any quest10ned 
costs nor any 1nternal control and comp11ance matters 
requ1r1ng follow-up 

Supplementary Informat1on 

A supplementary fund accountabl11ty statement, 
1n the funct1~n~~ currency, was commun1cated 
management and 1S ava1lable upon request 

presented 
to FEI' s 

Th1S report 1S 1ntended for the 1nformat10n of the Un1ted 
States Agency for Internat10nal Development and FEI's 
management and others w1th1n the organ1zat10n ThlS 
restr1ct1on 1S not 1ntended to l1m1t the d1str1but1on of 
th1S report, wh1ch 1S a matter of pub11c record 

f<, f?l!6- JIvr 1;?--
~PMG Hazem Hassan 
Ca1ro, Egypt 

-5-
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i~~ Hazem Hassan 
Public Accountants & Consultants 

72 Mohl Eldin Abul Ezz Street 
Mohandseen Cairo 
Egypt 

Telephone (202) 336 90 94 3369098 
Telefax (202) 349 72 24 348 78 19 
E Mall hhassan2~nte com 

Report on the Fund Accountab~l~ty statement 
Independent ~ud~tor's Report 

Mr Lou Mundy 
Reglonal Inspector General for Aud~t-Ca1ro 
Un1ted States Agency for Internat10nal Development 
Ca1ro, Egypt 

We have aud1ted the accompanYlng fund accountab1l1ty 
statement of funds rece1ved and costs 1ncurred locally 1n 
Egypt by Federat10n of Egypt1an Industr1es (FEI) , 
USAID/Egypt ProJect No 263-0140 under ProJ ect 
Implementat10n Letter (PIL) No 5 for the per10d July 1, 
1996 through June 30, 1997 Th1S fund accountab1l1:j 
statement lS the respons1b1l1 ty of FEI I S management o~::
respons1b1l1ty 1S to express an op1n1on on th1S f~~j 

accountab1l1ty statement based upon our aud1t 

Except as d1scussed 1n the folloW1~g paragraph, we 
conducted our audlt 1n accordance w1th generall, accepted , , . 
aud1t1ng standards and Government Aud1t1ng Standards, 
lssued by the Comptroller General of t'1e Unlte::i States 
These standards requ1re that we plan and perforn the aud1t 
to obta1n reasonable assurance about ~hether the fu~d 

accountablilty statement lS free from mater1al 
m1sstatement An aud1t 1nc1udes examlnlng, on a test 
bas1s, eV1dence supportlng the amounts and dlsclosures 1~ 
the fund accountab1l1ty statement An aJd1t also lncludes 
assess1ng the account1ng pr1nc1ples used a~::i the 
slgnlflcant est1mates made by manage~ent, as well as 
evaluatlng the presentatlon of t~e overall fund 
accountablilty statement We belleve that 8ur audlt 
provldes a reasonable baS1S for our opl~_on 

-6-
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~ K. Hazem Hassan 

We d~d not have an external qual~ty control rev~ew by an 
unaff~l~ated aud~t organ~zat~on, as requ~red by paragraph 
33 of Chapter 3 of Government Aud~t~ng Standards, because 
no such qual~ty control rev~ew program 1S offered by 
profess~onal organ~zat1ons In Egypt We bel1eve that the 
effect of th~s departure from the flnanC1al audlt 
requlrements of Government Aud1tlng Standards 1S not 
mater1al because we have partlclpated 1n the KPMG 
worldwlde lnternal quallty control program ThlS program 
requlres our offlce to be sub] ected, every two years, to 
an extenslve quallty control reVlew by partners and 
managers from other KPMG offlces 

The aforementloned fund accountablilty statement does not 
1nclude the cost of USAID/Egypt' s dlrect procurement of 
vehlcles, equlpment, and technlcal ass1stance prov1ded by 
USAID/Egypt dlrectly to FEI, nor the total revenues and 
costs 1ncurred by FEI on an organlzatlon-w1de baS1S 

As descrlbed 1n Note 1, the accompanylng fund 
accountablll ty statement has been prepared on the cash 
basls, WhlCh lS a comprehenslve basls of accountlng other 
than generally accepted accountlng prlnclples 

In our oplnlon, the fund accountablilty statement, 
referred to above, presents falrly, In all materlal 
respects, the amounts recelved and the costs lncurred, 
Dursuant to ProJect Implementatlon Letter No 5, for the 
perlod July 1, 1996 through June 30, 1997 ln conforml ty 
wlth the baS1S of accountlng descrlbed ln Note 1 

KPMG Hazem Hassan 
Ca1ro, Egypt 

February 19, 1998 
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Federat~on of Egyptian Industries (FEI) 

Fund Accountab~1~ty Statement 

ProJect Imp1ementat~on Letter (PIL) No 5 

Under USAID/Egypt ProJect No 263-0140 

For the Per~od Ju1y 1, 1996 Through June 30, 1997 

! 
USAID/Egypt Funds Rece~ved 339,156 

Actual. After 

Expendl.tures Actua1 Rec1ass1f~cat~on Rec1ass1f~cat~on 

! 

Salaries 75,483 0 75,483 

Con5ultanLs 45,456 0 45,456 

Travel Co!>ts 19,839 1,708 21,547 

Training/Workshops 63,330 (1,708) 61,622 

Materials and Supplies 19,958 0 19,958 

Office EqUipment and Renovation 16,756 0 16,756 

Publications 63,442 0 63,442 

Other Direct Costs 2,806 0 2,800 

Total Expendi tures 307,064 0 307,064 

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

8 
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Note 1 

Note 2 

Note 3 

Note 4 

Federat~on of Egypt~an Industr~es (FEI) 
Fund Accountab~l~ty Statement PIL No 5 
under USAID/Egypt ProJect No 263-0140 

Notes to the Fund Accountab~l~ty Statement 

Account~nq Bas~s 

The fund accountab~l~ty statement has 
prepared on the bas~s of cash recelpts 
d~sbursements Consequently, revenues 
recogn~zed when they are actually rece~ved 
expend~ tures are recogn~ zed when they 
actually pa~d 

Source of Data 

been 
and 
are 
and 
are 

The column labeled "Actual" ~s the 
responslb~llty of FEI management and represents 
the cumulat~ve costs bliled to USAID/Egypt for 
the perlod July 1, 1996 through June 30, 1997 

The "Actual After Reclass~flcation" coli.."'"J1 
represents actual proJect costs, adJusted :8r 
proJect cost reclasslflcatlon, as eXDlained in 
Note 4 

Translat~on Rate 

Expendltures pald in Egypt~an Pounds (LE) have 
been translated lnto US Dollars ($) Tne period 
average exchange rate method ~as used ThiS rate 
was $1 = LE3 4 

ProJect Cost Reclass~f~cat~on 

Certaln b~lled proJect costs, associated with 
var~ous budget llne ltems, were recorded ln the 
proJect's accountlng records in the incorrect 
budget llne 1 tem account ,]"", e3e proJ ect costs 
have been reclasslfled to tbe Droper o_dget line 
item to facll~tate a better :::8mpariS8"1 between 
actual and budgeted proJect ::::s:s 
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Note 5 Actual Expend~tures 

The column ent~tled "Actual" presents total 
expend~tures ~ncurred by the proJect for the 
per~od July 1, 1996 through June 30, 1997 
However, the expend~tures for the month of June 
1997, amount~ng to $10,224 (equ~valent to 
LE34, 761), were h-llled to USAID/Egypt but not 
re~mbursed unt~l after the perlod covered by our 
aud~t Also, revenues reported ~n the fund 
accountabll~ty statement ~ncluded an amount of 
$39, 586 (equ~valent to LE134, 594) wh~ch 
represents the relmbursement of costs ~ncurred 

by FEI and bllled to USAID/Egypt ~n the perlod 
prlor to that covered by our aud~t 

-10-
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Hazem Hassan 
Public Accountants & Consultants 

72 Mohl Eldin Abul Ezz Street 
Mohandseen Cairo 
Egypt 

Telephone (202) 336 90 94 3369098 
Telefax (202) 349 72 24 34878 19 
E Mall hhassan2~nte com 

Internal Control structure 
Independent ~ud~tor's Report 

Mr Lou Mundy 
Reglonal Inspector General for Audlt-Calro 
Unlted States Agency for Internat10nal Development 
Calro, Egypt 

We have aud1ted the accompanY1ng fund accountab1llty 
statement of the Federat10n of Egyptlan Industr1es (FEI) 
pursuant to ProJect Implementat10n Letter (PIL) No 5 
under USAID/Egypt ProJect No 263-0140 for the per10d July 
1, 1996 through June 30, 1997, and have lssued our report 
thereon dated February 19, 1998 

Except as dlscussed 1n the followlng paragraph, ve 
conducted our aud1t 1n accordance wlth generally accepted 
audltlng standards and Government Audlt1ng Standaras, 
1ssued by the Comptroller General of the Unl ted States 
These standards requ1re that we plan and perform the audit 
to obta1n reasonable assurance about whether the fund 
accountab1l1ty statement 1S free of materlal m1sstatement 

We dld not have an external qual1ty control reV1ew by an 
unaff1l1ated aud1t organ1zat1on, as reauired by paragraph 
33 of Chapter 3 of Government Aud1t1ng Standards, because 
no such qual1ty control reV1ew prog=am 1S offered by 
professlonal organ1zat1ons 1n Egypt We bel1eve that the 
effect of thlS departure from the flnanclal audlt 
requlrements of Government Aud1tlng Standards 1S not 
materlal because we have part1clpated in the KPMG 
worldwlde 1nternal quality control program Th1S program 
requires our office to be subJected, e rery two years, to 
an extensive quality control reView cy part~ers and 
managers from other KPMG offlces 

lef'T'Oer F~ at 
"Pf 1G Irtematlonat 
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The management of FEI 1S respons1ble for establ1sh1ng and 
ma1nta1n1ng an 1nternal control structure In fulf1ll1ng 
th1S respons1b1l1ty, est1mates and Judgments by management 
are requ1red to assess the expected benef1ts and related 
costs of 1nternal control structure pol1c1es and 
procedures The obJ ect1 ves of an 1nternal control 
structure are to prov1de management w1th reasonable, but 
not absolute, assurance that assets are safeguarded 
aga1nst loss from unauthor1zed use or d1Spos1t1on, and 
that the transact10ns are executed 1n accordance w1th the 
management's authorlzatlon and recorded properly to permlt 
the preparatlon of the fund accountablilty statement In 
accordance w1th the cash basls of accountlng Because of 
the lnherent llmltat10ns In any 1nternal control 
structure, errors or 1rregularlt1es may, nevertheless, 
occur and not be detecte Also, proJect1on of any 
evaluat10n of the structure to future per10ds 1S subJect 
to the r1sk that procedures may become 1nadequate because 
of changes 1n cond1t10ns or that the effect1veness of the 
deslgn and operatlon of pol1c1es and procedures may 
deter10rate 

In plannlng and performlng our aud1t of the fund 
accountablilty statement of FEI related to funds recelved 
and costs locally lncurred under USAID/Egypt ProJect No 
263-0140 for ProJect Implementatlon Letter (PIL) No 5 for 
the perlod July 1, 1996 through June 30, 1997, we obta1ned 
an understandlng of the lnternal control structure 
assoc1ated wlth FEI's operatlons Wlth respect to the 
1nternal control structure assoclated wlth FEI's 
operat1ons, we obta1ned an understand1ng of the des1gn of 
relevant pollces and procedures and whether they have been 
placed 1n operat1on, and we assessed control r1sk 1n order 
to determ1ne our audl tlng procedures for the purpose of 
express1ng our op1n1on on the fund accountab1l1 ty 
statement and not to prov1de an op1n10n on the 1nternal 
control structure Accordlngly, we do not express such an 
op1n1on 

Our conslderatlon of the lnternal control structure would 
not necessar1ly dlsclose all matters 1n the lnternal 
control structure that mlght be materlal weaknesses under 
standards establlshed by the Arnerlcan Instltute of 
Certlfled PubllC Accountants A materlal weakness 1S a 
cond1t1on 1n Wh1Ch the des1gn or operatlon of one or more 
of the speclf1c 1nternal control structure elements does 
not reduce to a relat1vely low level the rlsk that errors 
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I~ Hazem Hassan 

or ~rregular~t~es, ~n amounts that would be mater~al ~n 
relat~on to the fund accountab1l~ty statement be~ng 
aud~ ted, may occur and not be detected W1 th1n a t~mely 
per~od by employees ~n the normal course of perform~ng 
the~r ass~gned funct~ons We noted no matters 1nvolv~ng 
the ~nternal control structure and 1ts operat~on that we 
cons~der to be mater~al weaknesses as def~ned above 

However, we noted other matters, lnvolv~ng 
control structure and 1tS operat1on, that we 
to the management of FEr In a separate 
February 19, 1998 

the 1nternal 
have reported 
letter dated 

Th1S report 1S 1ntended for the lnformat1on of FEI's 
management and others wlth1n the organ1zatlon and the 
Un1ted states Agency for I'1ternat1onal Development 
However, th1S report 1S a matter of publ1C record and 1tS 
d~str~but~on ~s not l~m~ted 

KPMG Hazem Hassan 
Ca~ro, Egypt 

February 19, 1998 

-13-



I 
I 
I 
I 
I 
I 
I 
I COMPLIANCE WITH LAWS AND REGULATIONS 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I /3tJ-



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 

i(Pivt~ Hazem Hassan 
Public Accountants Be Consultants 

72 Mohl Eldin Abul Ezz Street 
Mohandseen Cairo 
Egypt 

Telephone (202) 336 90 94 3369098 
Telelax (202) 349 72 24 34878 19 
EMail hhassan2@ntecom 

Report on Compl~ance w1th Laws and Requlat10ns 
Independent Aud~tor's Report 

Mr Lou Mundy 
Reg~onal Inspector General for Aud~t-Ca~ro 
Un~ted States Agency for Internat~onal Development 
Ca~ro, Egypt 

We have aud~ted the accompany~ng fund accountab~l~ty 
statement of the Federat~on of Egypt~an Industr~es (FEI) 
pursuant to ProJect Implementat~on Letter (PIL) No 5 
under USAID/Egypt ProJect No 263-0140 for the perlod July 
1, 1996 through June 30, 1997 and have ~ssued our report 
thereon dated February 19, 1998 

Except as dlscussed ln the followlng paragraph, we 
conducted our aud~t ln accordance wlth generally accepted 
audlt~ng standards and Government Audlt~ng Standards, 
lssued by the Comptroller General of the Un~ted States 
These standards requ~re that we plan and perform the aud~t 
to obta~n reasonable assurance about whether the fund 
accountab~l~ty statement 1S free of mater~al m~sstatement 

We d~d not have an external qual1ty control reV1ew by an 
unaff~l~ated aud1t organ1zat~on, as requ~red by paragraph 
33 of Chapter 3 of Government Aud~t1ng Standards, because 
no such qual~ty control rev~ew program ~s offered by 
profess1onal organ~zat~ons 1n Egypt We bel~eve that the 
effect of th~s departure from the f1nanc1al aud1 t 
requ~rements of Government Aud~t~ng Standards 1S not 
mater~al because we have part1c1pated 1n the KPMG 
'..;orldw1de 1nternal qual~ty control program Th1S program 
requ~res our off1ce to be subJected, every two years, to 
an extens~ve qual~ty control rev~ew by partners and 
managers from other KPMG off1ces 

- -~ -1--, -14-
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IPMlJ Hazem Hassan 

Compl~ance w~th laws, regulat~ons, contracts and grants 
appl~cable to FEI ~s the respons~b~l~ty of FEI' s 
management As part of obta~n~ng reasonable assurance 
about whether the fund accountab~llty statement ~s free of 
mater~al m~sstatement, we performed tests of FEI's 
compl~ance w~th certa~n prov~s~o!'1S of laws, regulat~ons, 
contracts and grants However, the obJect~ve of our aud~t 
of the fund accountab~l~ty statement was not to prov~de an 
oplnlon on overall compllance wlth such provlslons 
Accordlngly, we do not express such an opinion 

The results of our tests d~sclosed no mater~al ~nstance of 
noncompl~ance that are required to be reported hereIn 
under Government Aud~t~ng Standards However, we noted 
certa~n ~rnrnater~al Instances of non-compl~ance that have 
been reported to FEI's management In a separate letter 
dated February 19, 1998 

Th1S report 1S Intended for tne Informat1on of FEI's 
management and others within tne organlzat~on and the 
Un~ted States Agency for International Development 
However th~s report ~s a matter of publIC record and ~ts 
d1str1but1on 1S not llmlted 

KPMG Hazem Hassan 
Ca~ro, Egypt 

February 19, 1998 
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ENERGY CONSERVATION a ENVIRONMENT PROJECf 
~ 1 _TION~EGYPnAN~~ 

~ ~ 6 EI GeZlra E1 Wasta 51 Zamalek. Cauo Tel &r. Fax 340-3674 

Mr Thomas Malone 
Engagement Partner 
KPMG Hazem Hassan 

Dear Mr Malone, 

The aud~l of FEI 
close-out meetlng 
dur~ng wh~ch we 
dur~ng your aud~t 

was completed on February 19, 1998 The 
for the aLd~t was held at the same date, 

have d~scussed all f~nd~ngs ~dentlfled 

FEI has concurred wlth your f~nd~ngs and recommendat~ons and 
has refunded que~tloned costs noted durlng your aud~t to 
USAID Accord~ngly, s~nce all matters noted durlng the aud~t 
have been resolved and do not requlre any further follow-up, 
we k~ndly request that the requ~rement for an aud~t eXlt 
conference be walved 

Therefore, would you please contact the representat~ves from 
USAID on our behalf and lnform us ~f ~t ~s posslble to lssue 
the flnal report w~thout an audlt ex~t conference 

s>nc~ 
Eng Mohamed Kamal 
Executlve D~rector 
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1141,1", 
UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

4f ttttlt'J 
'11111' 
CAIRO EGYPT 

MEMORANDUM 

Date March 17, 1998 

TO . . Lou Mundy, RIG/A 

1 7 MAR 1998 

From shlrley Hunter, Dlvlslon Chlef, FM/FA 

SubJect- Request for EXlt Conference Walver for Federatlon of 
Egyptlan Industrles (FEI) Flnanclal Audlt, under 
USAID/Egypt ProJect No 263-0140, ProJect 
Implementatlon Letter (PIL) No 5 for the perlod July 
1, 1996 Through June 30, 1997 

The flrst draft audlt report dld not lnclude any materlal 
flndlngs 

Based on FEI management's request, we hereby ask you to walve the 
EXlt Conference, and to lssue the report In flnal. 

Thank you for your asslstance 

cc: 

G Klnney, Proc 
S Wahba, EI/EE 

106 Kasr EI Ami Street 
Garden City 
Cairo Egypt 


