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MEMORANDUM

#106 Kasr El Azm SI ,
Calro Center Buddmg,

Garden City, Calro, Egypt

Report No 6-263-99-004-P
July 20, 1999

Tel Country Code (202)
357-3909

Fax # (202) 355-4318
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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

OFFICE OF THE REG/ONAL INSPECTOR GENERAUAUDIT

Pursuant to the Government Performance and Results Act of 1993, USAID requIres Its mISSIOnS
to develop strategIc plans, establIsh annual targets, and report annually on the results achIeved m
a document called the "Results ReVIew and Resource Request" or R4 WhIle the March 1998 R4
document whIch we reVIewed for thIs audIt reported numerous results m the power and
telecommurucatrons sectors, we lImIted our audIt to the reVIew of two specIfic results--one m the
power sector and one m the telecommurucatIOns sector We dId so because USAIDlEgypt has
been SImplIfyIng ItS reportmg and data collectIon efforts, and mdIcated to us that It regarded the
twm areas of mstalled capacityl for power and number of telephone Imes2 for
telecommurucatIOns as key to what the MISSIOn has accomplIshed m the sectors (not only WIth
regard to mfrastructure, but also WIth regard to pohcy reform and mstItutIonal bUlldmg)

Background

The report contams no recommendatIOns

Tlus IS our report on the subject audIt Overall, the audIt found that USAIDlEgypt reported
accurate results data on mstalled capacIty for electncal power and on the number of telephone
hnes mstalled, two key results reVIewed by the audIt Your comments were consIdered m
finahzmg the report and are mcluded m AppendIx IT

I apprecIate the cooperatIon and courteSIes extended to my staff durmg the audIt

TO DIRECTOR, USAIDlEgypt, RIchard M Brown

FROM RlG/A/CaIro, Darryl T Bums~)

SUBJECT AudIt ofUSAIDlEgypt's Reported Results m Power and Telecommurucatl0ns

1 "Installed capacIty" means eqUIpment m place, capable of generatmg electrICIty up to specific ratmgs
&manufacturer specIfied megawatts of power) for a generator/turbme urnt

One telephone "lme represents a WIre CIrCUlt connectmg subscnbers to a sWItch located m an exchange

*******

CURD, EGYPT

U S Madmg Address
U",AID-RIG/A/C Unit 64902
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Smce 1975, USAID has expended about $1 4 bIllIon for the constructiOn or moderruzatIon of the
electnc utIlIty mfrastructure m Egypt USAID has assIsted the EgyptIan Electnclty Authonty m
lmprovmg ItS planrung and efficIency, strengtherung ItS financIal vIabIlIty, mcreasmg ItS
autonomy, and promotmg regulatory reform m the sector WIth USAID and other donor
assistance, total mstalled capacIty m Egypt mcreased from 3,789 megawatts (MW) m 1976 to
13,303 MW m 1997

USAID's mvestments m Egypt's telecommurucatiOns sector mvolves supportmg the mstItutIonal
strengthenmg of Telecom Egypt, an autonomous publIc utilIty, and the Improvement and
expansiOn of telecommurucatIons networks m CaIro and Alexandna Smce 1978, USAID has
financed the mstallatIon of 631 ,000 telephone Imes m CaIro and Alexandna and expended about
$399 mllhon under five major projects through March 15, 1999 Another 310,000 lmes are
currently under procurement WIth USAID and other donor asSIstance, the number of telephone
lmes m Egypt mcreased from °5 mllhon m 1977 to 4 5 mllhon m 1997

USAIDfEgypt plans to conclude mfrastructure actIvItIes m the power and telecommurucatIons
sectors m 2001 but WIll contmue sector actIVItIes related to pohcy reforms and mstItutiOn
bUIldmg after that time

Audit Objective

Pursuant to our fiscal year 1999 audIt plan (and at the request of USAID/Egypt) the RegiOnal
Office of the Inspector General for AudIt m CaIro performed thIS audIt to determme If
USAID/Egypt reported accurate results data on mstalled capaCIty for electncal power and on
the number of telephone hnes mstalled

AppendIX I contams a diSCUSSion of the scope and methodology for the audIt
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Audit Findings

DId USAIDlEgypt report accurate results data on mstalled capacIty for electncal power
and on the number of telephone lmes mstalled?

For the Items tested, USAID/Egypt reported accurate results data on mstalled capacIty for
electncal power and on the number of telephone hnes mstalled (See data reported by
USAID/Egypt m the graphs on page 4 )

In regards to the mstalled capacIty for electncal power, we found no matenal exceptions to the
mstalled capacIty figures reported m USAID's March 1998 R4 report We compared the R4
figure of 13,303 megawatts (MW) wIth data provIded by the Egyptian ElectncIty Authonty
and also mspected turbmes at eIght power statIOns3 havmg a combmed mstalled capacIty of
8,630 MW (about 65 percent of the total mstalled capacIty reported by USAIDlEgypt m Its
March 1998 R4 report) We venfied mstalled capacIty by examImng the manufacturer's name
plate attached to the turbmes and If name plates were not accessIble, by obtaImng technIcal
documentatIOn provIded by the turbme manufacturer

Regardmg the number of telephone hnes mstalled, we found no matenal exceptIOns to the
figure reported m USAIDlEgypt's March 1998 R4 report of 4513 mIllIon hnes mstalled We
compared thIs figure to vanous quarterly and monthly reports provIded to us by Telecom
Egypt In addItIOn, we performed addItIOnal tests on the number of telephone lInes financed
and mstalled under USAID projects m CaIro and Alexandna For the current on-gomg
Telecom Sector Support Project, we were able to trace 180,000 USAID-financed and mstalled
lInes to contractor bIlls of quantities, to acceptance test plans performed by USAID's
momtonng contractor, and to final acceptance certIficates4 SIgned by the momtonng contractor
and by Telecom Egypt

In conclUSIOn, based on aggregate data proVIded to us by the Egyptian E1ectncIty Authonty
and by Telecom Egypt and on more detaIled tests performed on a sample of power plants and
telephone lInes, we belIeve that USAIDlEgypt, for the Items tested, reported accurate data for
both mstalled electncal capaCIty and number of telephone lInes m ItS March 1998 R4 report

3 FIve of these eIght power statIOns were funded by USAIDlEgypt, USAID spent about $8025 millton to construct
or rehabilitate these five

4 The only exceptton found was one exchange (25,000 lmes) wmch had not yet been Issued a [mal acceptance
certtficate but for WhICh an acceptance test plan had been completed at the tune of the audIt

3



Increased Capacity III ElectrIcal Power and
TelecommUDlcatIOn III Egypt

1995 -1997*
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* Source "USAIDlEgypt's Results ReVIew and Resource Request," dated March 1998
Data for 1997 IS audited while data for 1995 and 1996 IS unaudited Amounts reported by
year are as of June 30

4



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Management Comments and Our EvaluatIOn

USAIDlEgypt requested that the report be Issued m final smce It dId not contam any
recommendatIOns

5
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AppendIx I
Page 1 of2

SCOPE AND
METHODOLOGY

Scope

We conducted our audIt of results data on mstalled capacIty for electncal power and on the nwnber
of telephone lmes mstalled, m accordance wIth generally accepted government audItmg standards
We performed tlus audIt from February through May 1999 In conductmg tIns-audIt, we exammed
the mternal controls related to the audIt obJectIve, and consIdered pnor audIt findmgs applIcable to
the areas under reVIew

We performed the audIt at USAID/Egypt, the EgyptIan Electnclty Authonty m Abbassla, a suburb
of CaIro, and Telecom Egypt m Carro For the power sector, we VISIted power statIOns at Abu
Qlr, Abu Sultan, Ataka, CaIro South, CaIro West, Demltta, Shoubrah, and the Aswan HIgh Dam
For the telecommumcatIOns sector, we VISIted contractor offices m EI-Rodah and Dolli, suburbs
of Carro, and the RamSIS exchange, wInch IS the oldest telephone exchange m Egypt and where
USAID had financed the mstallatIOn ofabout 20,000 lmes m 1993

Methodology

To venfy the accuracy of mstalled capacIty figures reported by USAID/Egypt In Its March 1998
R4 report, we obtamed annual reports5 of statIstIcs from the EgyptIan ElectrICIty Authonty and
used by USAID/Egypt to report performance data on power statIOns throughout Egypt Usmg
the July 1, 1996 to June 30, 1997 annual report, we selected for reVIew a Judgmental sample of 8
of 9 power statIOns havmg 600 megawatts (MW) or greater mstalled capacIty The eIght power
statIOns sampled had a combmed mstalled capacIty of 8,630 MW whIch represents 65 percent of
the totalmstalled capacIty of 13,303 MWs reported by USAID/Egypt The sample provIded a
fair cross-sectIon of types of steam, gas, and hydro turbmes used to generate power III Egypt and

5 The reports showed mstalled capacIty of 12,978 MW, 13,027 MW, and 13,303 MW for the host government fiscal
years of 1994/1995, 1995/1996, and 1996/1997, respectIvely
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mcludes five power statlOns6 where USAID had made mvestments of about $802 5 ml1hon smce
1975

To test the reasonableness of the number of telephone hnes reported by USAIDlEgypt In Its
March 1998 R4 reporC, we obtamed and compared monthly and quarterly reports prepared by
Telecom Egypt on the number of telephone hnes Installed throughout Egypt We dId not do
additional testmg of the accuracy of the overall figures proVIded to us by Telecom Egypt,
IImltmg our tests on the management controls Implemented by the engmeenng and constructIon
consultant (momtonng contractor) to ensure that USAID-financed hnes were mstalled, as
reqUired, under the TelecomrnurucatlOns Sector Support Project The controls reVIewed mcluded
tracmg telephone hnes at selected exchanges to a bIll of quantIty (contractor eqUIpment and cost
schedule), a test plan for each exchange, a final acceptance certIficate (SIgned by Telecom Egypt
and the contractor) WhICh confirms the number of hnes and assocIated eqUIpment mstalled, and a
so-called "configuratIon audIt" of mstalled hnes and assocIated eqUIpment

In plannmg the audIt, we estabhshed a "matenahty threshold" of 5 percent for both mstalled
capaCIty and number of telephone hnes That IS, we conSIdered only errors m excess of 5 percent
to be sIgmficant enough to affect the audIt's conclusIOns and thus reqUIre dIsclosure m the audIt
report

6 These five power statlons and associated USAID mvestments are as follows Shoubrah $261 5 nulhon, Abu Sultan
$2496 rmlhon. High Dam (Aswan) $139 5 rmlhon, Carro South $116 6 rmlllOn, and Carro West $353 rmlhon

7 The R4 report showed 3 5 rmlhon telephone lmes for 1995, 4 015 rmlhon for 1996, and 4 513 rmlhon for 1997
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UNITED STATES AGENCY for IN'l'ERNATIONAL DEVELOPMENT

Dlstrlbul:lon

Your assistance IS very much appreclcted

MEMORANDUM

USAIDJ~ypt
2:ahr.;a el Maadl, Maadl
carro, Egypt

JLJly 5, 1999

Darry~Turns, RlG/AIC
I"""i' &.tA.- D;.v.=?-

M~~ (~een D@Vlff, Oi~'t~ah Chlefj FM!rA

Audit of USA[O/EgypC's. Reported Results In Power and
T~lecommunlcatlons- Report Dated June 23( 1999

Date

MISs,lon has reviewed the subject. report on Powl!r and Telecommurncatlons In which
RIG/A stated that lJSAtD/Egypt reported accurate results data on Instalted capacity
f<lr ~lectr'lcal power oiInd In th.e number ofMleph(lne Imes In$tall@d ~ a result, the
n!!:pa:rt <:ontalns no recommendations

Sln(;e. tne report did ~ot cOl1ta.., recommendations for MIS$10n action, MISSIon
raQUElsts RIG/A to Issue the report In fmal

C McCarthy, A/DIR
b Delgado, ND/OIR
P Argo, A/AO/eI/WW
I. Chaudhry, A,fEI/PT
G Newton, A/AD/HOO
G Kinneyr OD/PROC
",1 Alice Kllen.Jan, OD/J.EG'
6 Salamanca, OD/MGT/EXO
E Cecile Adams, A/Controlle.r

SUbJect

From
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