
I 
I 

.. 

Report of Audit 

Financial Audit of the Curative Care Organization, 
Expenditures Incurred Under Project Implementation 

Letter No. 20 Under USAID/Egypt's Cost Recovery 
for Health Project No. 263-0170 

Report No. 6-263-99-010-N 
August 22, 1999 

--1---1-- -- - --

TIlE RESTRICTION OF 18 USC 1905 SHOULD 
BE CONSIDERED BEFORE ANY INFORMATION 
IS RELEASED TO THE PUBliC 

ReglOmlli Inspector Gen.eral for Audit 
La!fO, Egypt 

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

• 



USAIl) 

~ 
******* 
~.I'I.' 
CAIRO EGYPT 

UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF REGIONAL INSPECTOR GENERAL 

Report No 6-263-99-010-N 
August 22, 1999 

MEMORANDUM 

TO 

FROM 

SUBJECT 

DIRECTOR USAID/Egypt, RIchard M Brown 

RIG/AlC, Darryl T Bums ~6~) 

FmanClal AudIt of the CuratIve Care OrgamzatlOn, ExpendItures Incurred 
Under Project ImplementatlOn Letter No 20 Under USAID/Egypt's Cost 
Recovery for Health Project No 263-0170 

The attached report, transmItted on July 8, 1999, by KPMG Hazem Hassan, presents the 
results of a finanCIal audIt of the CuratIve Care OrgamzatlOn (CCO) related to 
expendItures under the subject project ImplementatlOn letter (PIL) The PIL proVIded 
fundmg for staff development, traImng, and mstallatlon of mformatIOn systems m order 
to enable CCO staff to develop more accurate performance and utIhzatlon measures of 
ceo resources 

We engaged KPMG Hazem Hassan to perform a finanCIal audIt of USAIDlEgypt 
resources managed by CCO related to expendItures under PIL No 20 ExpendItures 
subject to the audIt mcluded $847,206 (eqUlvalent to LE 2,880,501) dunng the penod 
January 1, 1997 through September 30, 1998 The purpose of the audIt was to evaluate 
the propnety of costs mcurred dunng thiS penod KPMG Hazem Hassan also evaluated 
CCO's mtemal controls and comphance WIth apphcable laws, regulatlOns and agreement 
terms as necessary m formmg an opmIOn regardmg the Fund AccountabIhty Statement 

The audIt report questIoned a total of $44,522 (eqUIvalent to LE 151,376) m costs bIlled 
to USAIDlEgypt under PIL No 20 The majorIty of these questIoned costs related to 
melIgible expendItures for hotel expenses bIlled m error to USAIDlEgypt, and three 
trammg courses whIch had not been held The audItors noted no matenal weaknesses m 
ceo's mtemal control structure, and no matenal mstances of noncomphance WIth 
apphcable laws, regulatIOns, and agreement terms 

U S. Mallmg Address 
USAID-RIG Unit 64902 

APO AE 09839-4902 

Tel (202) 516-5505 
Fax(RJG/A) (202)516-2530 
Fax(RJG/l) (202)516-5316 

USAID 
Zahraa El-Maadl 

Maath, CaITo, Egypt 
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In response to the draft report, CCO offiCIals proVIded addItional documentatlOn and 
explanatlOns to the report findmgs KPMG Hazem Hassan reVIewed CCO's response to 
the findmgs and, where applIcable, made adjustments to the report (see AppendIces I and 
II) 

The followmg recommendatlOn IS mcluded m the Office of Inspector General's 
recommendatlOn follow-up system 

RecommendatIon No 1 We recommend that USAID/Egypt make a 
management deCISion on the questIOned costs of $44,522 (all mehgIble) 
detailed on pages 12 through 19 of the KPMG Hazem Hassan audit report, 
and recover from the Curative Care OrgamzatIOn the amounts determmed 
to be unallowable 

In response to RecommendatlOn No 1, USAIDlEgypt determmed that of the $44,522 
questlOned, $2,893 IS allowed and $41,629 IS sustamed The MISSlOn deducted the 
sustamed amount from ceo's voucher number 9-6599 We conSIder thIS 
RecommendatlOn to have receIved a management decislOn and final action Therefore, 
Recommendation No lIS closed upon report Issuance 

Thank you for the cooperatlOn and aSSIstance extended to the audIt staff on thIS 
engagement and your contmued support of the finanCial audIt program m Egypt 

Attachment a/ s 
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Hazem Hassan 
Public Accountants & Consultants 

72 Mohl Eldm Abul Ezz Street 
Mohandseen CaIro 
Egypt 

Mr Darryl BurrlS 

Telephone (202) 336 90 94 3369098 
Telefax (202) 349 72 24 3487819 
EMaIl hhassan2@nte com 

Reglonal Inspector General for Audlt-Calro 
Unlted states Agency for Internatlonal Development 
Calro, Egypt 

July 8, 1999 

Dear Mr Burrls, 

ThlS report presents the results of our flnanclal audl t of 
Curatlve Care Organlzatlon (CCO) related to expendltures 
under USAID/Egypt ProJect No 263-0170 for PIL No 20 for the 
perlod from January 1, 1997 through September 30, 1998 

Background 

ceo has been consldered, by some local and world experts, as 
flrst class, non proflt, quasl-government, multlhospltal 
system, that provldes a full range of hlgh quaIl ty medlcal 
and health care program and serVlces, In cost-effectlve 
manner to all soclal classes of Egypt's populatlon The ceo 
organlzatlon "model" lS consldered an excellent tranSl tlon 
structure for a government looklng for posslble Solutlon to 
movlng "publlC" curatlve care lnstltutlons to a more "market" 
orlented system WhlCh can be flnanclally vlable over the long 
term and stlll meet the medlcal care of the poor 

ProJect Implementatlon Letter (PIL) No 20 of USAID/Egypt 
ProJect No 263-0170 was to provlde fundlng for staff 
development, tralnlng and lnstallatlon of lnformatlon systems 
In order to enable CCO staff to develop more accurate 
performance and utlllzatlon measures of ceo resources 

ThlS PIL was lnltlated to merge the support actlvltles 
prevlously provlded through PILs No 6 and No 9 lnto one 
PIL Wlth the lmplementatlon of PIL No 20, PIL No 6 
(ProJect Support Servlces) and PIL No 9 (In Country 
Tralnlng) were dlscontlnued The funds COTIlml tted under thls 
PIL amounted to $175,000 (equlvalent to LE595,OOO) for the 
perlod from February 1, 1995 through December 31, 1995 The 
PIL was amended 8 tlmes lncreaslng the total amount cOTIlmltted 
to $1,090,649 (equlvalent to LE3,708,209) and extendlng the 
completlon date to September 30, 1998 
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KPMG Hazem Hassan 

Aud~t ObJect~ves and Scope 

The obJectlve of thlS engagement was to conduct a flnanclal 
audl t of USAID/Egypt' s resources managed by Cura tl ve Care 
Organlzatlon (CCO) , USAID/Egypt ProJect No 263-0170 under 
ProJect Implementatlon Letter (PIL) No 20 for the perlod 
January 1, 1997 through September 30, 1998 The audlt 
encompassed an examlnatlon of CCO's expenses, bllled to and 
relmbursed by USAID/Egypt, In order to determlne whether they 
were In compllance wlth the terms and condltlons of the PIL, 
and USAID/Egypt rules and regulatlons We also revlewed 
lnternal controls assoclated wlth CCO' s management of the 
PIL 

The speclflc obJectlves were to 

1 Express an oplnlon on whether the fund accountablll ty 
statement, for the USAID flnanced PIL presents falrly, 
In all rna terlal respects, revenues recel ved and costs 
lncurred for the perlod under audlt, In conformlty wlth 
generally accepted accountlng prlnclples or other 
comprehenslve bases of accountlng, 

2 Determlne whether the costs, reported as lncurred under 
the PIL, are, In fact, allowable, allocable, and 
reasonable In accordance wlth the terms of the PIL, 

3 Evaluate and obtaln sufflclent understandlng of the 
lnternal control structure of CCO, assess control rlsk, 
and ldentlfy reportable condl tlons, lncludlng materlal 
lnternal control weaknesses, 

4 Perform tests to determlne whether CCO compIled, In all 
materlal respects, wlth the terms and condltlons of the 
PIL, and wlth appllcable laws and USAID/Egypt rules and 
regulatlons, and 

5 Determlne whether CCO has taken correctl ve actlon on 
prlor audlt report recommendatlons, 

Prellmlnary plannlng and reVlew procedures started In Aprll 
1999 and conslsted of 

dlScusslons wlth RIG/A/C offlclals, 

a reVlew of the PIL, 

2 
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lntervlews and dlScusslons wlth CCO's key personnel 
concernlng the status of the PIL, accompllshments durlng 
the perlod, the statutory reportlng requlrements, the PIL 
budgets, and procedures governlng actual expendltures 
lncurred by CCO and bllled to and relmbursed by 
USAID/Egypt, and 

- reVlew of the CCO organlzatlonal structure and CCO's 
establlshed pollcles and procedures and controls related 
to personnel, procurement, flnanclal accountlng and 
reportlng, and bllllng to USAID/Egypt 

The fleld work segment of our audlt was completed on May 6, 
1999 The scope of our work was to audlt costs lncurred by 
CCO and relmbursed by USAID/Egypt under PIL No 20 Wl thln 
each budget llne ltem, we selected transactlons on a 
Judgmental basls In order to perform substantlve tests of 
detalls We tested expendltures of $310,419 (equlvalent to 
LE1,055,4l8) out of total expendltures amountlng to $847,206 
(equlvalent to LE2,880,501) 

Our tests of expendltures lncluded, but were not llmlted to, 
the followlng 

1 Reconclllng CCO's accountlng records to lnVOlces lssued 
to USAID/Egypt and testlng costs for allowablllty, 
allocablllty, reasonableness, and adequate supportlng 
documentatlon, 

2 Determlnlng whether payroll costs were approprlate and 
conslstent Wl th the terms of the PIL and appllcable 
rules and regulatlons, and were adequately supported and 
approved, 

3 Determlnlng whether proJect 
USAID/Egypt were approprlate 
terms of the PIL and were 
approved, and 

expendltures bllled 
and conslstent wlth 
adequately supported 

to 
the 
and 

4 Checklng the adequacy of CCO's control over proJect 
equlpment funded by USAID/Egypt 

Except as dlscussed ln the followlng paragraph, we conducted 
our audlt In accordance wlth generally accepted audltlng 
standards and Government Audl tlng Standards, lssued 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 accountablll ty 
statements are free of materlal mlsstatement 

3 
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KPMG Hazem Hassan 

We dld not have an external quaIl ty control reVlew by an 
unafflllated 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 audlt 
requlrements of Government Audltlng Standards lS not materlal 
because we have partlclpated In the KPMG worldwlde lnternal 
quallty control program ThlS program requlres our offlce to 
be subJected, every two years, to an extenslve quallty 
control reVlew by partners and managers from other KPMG 
offlces 

Results of Aud~t 

PIL No 20 Fund Accountab~l~ty statement 

Our audlt ldentlfled lnellglble questloned costs totallng 
$44,522 (equlvalent to LE151,376) 

Internal Control 

Our audlt dld not ldentlfy any materlal weaknesses assoclated 
wlth CCO's lnternal controls 

Comp11ance w~th Laws and Regulat10ns 

Our audlt dld not ldentlfy any materlal lnstances of 
noncompllance that are requlred to be dlsclosed ln our report 
In accordance wlth Government Audltlng Standards, except for 
the questloned costs referred to above 

Follow-up on the PreV10US Aud~t Report 

The prevlous NFA audlt report lncluded questloned costs of 
$1,052 (equlvalent to LE3,576) Our follow-up procedures ln 
conJunctlon wlth the current perlod audlt lndlcated that such 
questloned costs had been refunded to USAID/Egypt 

SUpplementry Informat~on 

A supplementary fund accountablllty statement, presented In 
the functlonal currency, and detalled schedules of questloned 
costs lncludlng dates, numbers of vouchers and accounts, were 
comrnunlcated to CCO's management and lS avallable upon 
request 
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Management Comments 

We have revIewed ceo's response to the questIoned costs 
1dent1f1ed as a result of our aud1 t, Wh1Ch 1S 1ncluded 1n 
Append1x I Where appl1cable, we have made adJustments 1n our 
report or prov1ded futher clarIfIcat10n of our posItIon In 
AppendIX II For those Items not adJusted In our fInal 
report, the responses prov1ded by management have not changed 
our report on the fund accountab1l1ty statement, our report 
on 1nternal controls, or our report on compl1ance w1th laws 
and regulat10ns 

Th1S report 1S 1ntended for the 1nformat1on of the Un1 ted 
states Agency for Internat10nal Development and CCO's 
management and others w1th1n the organ1zat1on However, th1S 
report 1S a matter of publ1C record and 1tS d1str1but1on 1S 
not llm1ted 

...f..-a..?? fr ~~ /:I'~~~ __ 
KPMG Hazem Hassan 
Ca1ro, Egypt 
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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 3487819 
E-Mail hhassan2@nte com 

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

Mr Darryl Burrls 
Reglonal Inspector General for Audlt-Calro 
Unlted States Agency for Internatlonal Development 
Calro, Egypt 

We have audl ted the accompanylng fund accountablll ty 
statement of funds recel ved and costs lncurred locally ln 
Egypt by Curatlve Care Organlzatlon (CCO) , USAID/Egypt 
ProJect No 263-0170 under ProJect Implementatlon Letter 
(PILl No 20 for the perlod January 1, 1997 through September 
30, 1998 The fund accountablllty statement lS the 
responslblllty of CCO's management Our responslblllty lS to 
express an oplnlon on the fund accountablllty statement based 
upon our audlt 

Except as dlscussed In the followlng paragraphs, we conducted 
our audlt ln accordance wlth generally accepted audltlng 
standards and Government Audl tlng Standards, lssued 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 accountablll ty 
statement lS free of mater1al m1sstatement An aud1t 1ncludes 
exam1n1ng, on a test baS1s, eV1dence support1ng the amounts 
and d1sclosures 1n the fund accountab1l1ty statements An 
aud1t also 1ncludes assesslng the accountlng pr1nc1ples used 
and the slgnlflcant est1mates made by management, as well as 
evaluatlng the presentat10n of the fund accountablllty 
statements We belleve that our audlt prov1des a reasonable 
basls for our op1nlon 
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We dld not have an external quall ty control reVlew by an 
unafflllated audlt organlzatlon, as requlred by paragraph 33 
of Chapter 3 of Government Audl tlng 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 audlt 
requlrements of Government Audltlng Standards lS not materlal 
because we have partlclpated In the KPMG worldwlde lnternal 
quallty control program ThlS program requlres our offlce to 
be subJected, every two years, to an extenslve quallty 
control reVlew by partners and managers from other KPMG 
offlces 

As descrlbed In Note I, the fund accountablllty statement has 
been prepared on the cash basls WhlCh lS a comprehensl ve 
basls of accountlng other than generally accepted accountlng 
prlnclples Included In the fund accountablllty statement are 
questloned costs of $44,522 The basls for questlonlng these 
costs lS descrlbed In the "Detalls of Questloned Costs" 
sectlon of thlS report 

In our oplnlon, except for the effects of the questloned 
costs referred to ln the precedlng paragraph, the fund 
accountablllty statement presents falrly, In all materlal 
respects, the amounts recelved and costs lncurred by CCO 
pursuant to USAID/Egypt ProJect No 263-0170 through PIL 
No 20 

Our audlt was performed for the purpose of formlng an oplnlon 
on the fund accountablllty statement The accompanylng 
schedule of USAID/Egypt dlrect procurement lS presented for 
purposes of addltlonal analysls and lS not a requlred part of 
the fund accountablllty statement Such lnformatlon has been 
subJected to the audltlng procedures applled In the audlt of 
the fund accountablll ty statement and, In our oplnlon, lS 
falrly stated, ln all materlal respects, ln relatlon to the 
fund accountablllty statement 

kl'h1~4-~ 
KPMG Hazem Hassan 
Calro, Egypt 

May 6, 1999 
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USA! DI Egypt Fund Recel ved 

Project Support Element 

Salarles 
Consul tants Fees 
Supplles 
Equ~pment 

Equlpment Maintenance 
Offlce Furn~ture 
Telecomrnunlcatlon 
Admlnl.stratl ve Support ServIces 
Information Educatlon and Communlcatlon 
Work Shop and Research Studl.es 

Renovatlons and Site Prep 
Travel and Perdlem 
Sub-total 

Training Element 

Tra1n1ng Supplies 
Tra1n10g Allowances 
Tra1n10g Services 
Translatlon Activitles 
Tra1n10g & Translatlon AdIn1n SerVl.ces 

Sub-total 

Total Expenditures 

Cairo Curative Organlzation (CeQ) 

Fund Acoountabillty statement 
PrQlect Implementation Letter (PILl No 20 

Under USAID/E~t Project No 263-0170 

For the Period JaDU~ 1 1997 ThrQugh September 30, 1998 

~ 
702 000 

Cumulative Actual Actual errant Cumul.ativa 

proj.ct 

exp.nd! ture. 

project expendi tUres 

!:!p!nditur.. ~ 

il!lllWU:. 
~ 

Through 

Dec 31,19915 

~ 

81 514 23 099 
135 071 88,747 

52 072 26 952 
89 363 29 412 
24 836 21 012 
52 334 882 
12 681 4 573 
12 002 3 178 
50 162 0 
42 039 0 

238 932 0 

period 

~ 

54 621 
44 853 
25 118 
59 940 

3 823 
46 451 

8 391 
8 824 

48 706 
51 571 

238 931 

~ 
Expend! turell 

After Throuqh Qu •• tioned eo.t. 

Recl.a •• itication Recl.a. •• itic:ation S.p 30,1998 In.l.igibl.. On.upDort.d. 

~ ~ ~ ~ ~ 

-588 
o 
o 
o 
o 
o 
o 
o 

588 
-656 

o 

54 033 
44 853 
25 118 
59 940 

3 823 
46 451 

8 391 
8 824 

49 294 
50 915 

238 931 

77 132 
133 600 

52 070 
89 352 
24 835 
52 333 
1? 964 
12 002 
49 294 
50 915 

238 931 

231 

222 

30 478 

Finding 'pg No 

Findlng No 2 a) and b) P 12 and 13 

Finding No 3 P 13 

Flnd~ng No 5 a) b), c) d) P 14 15 16 and 17 

2 250 0 2,041 656 2 697 2,697 128 Flndlng No 6 a) and b) P 18 and 19 
193 256 202 855 593 270 0 593 210 196 125 32 059 0 

17 066 
26 '905 

229 601 
19 817 

004 
297 393 

1 090 649 

5 301 
6 151 

21 253 
8 985 

004 
42 694 

245 549 

11 749 
20 814 

208 042 
10 409 

2 922 
253 936 

841 206 

o 
o 
o 
o 
o 
o 
o 

11 749 
20 814 

208 042 
10 409 

2 922 
253 936 

17 050 
26 965 

229 295 
19 394 
3,926 

296 630 

841 206 1 092 155 

12 463 

12 463 o 
44 522 o 

F~ndlng No 7 P 19 

The a r ompany1ng notes are an 1ntegral part of the fun:i acrountab~11ty statement 
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Ca1ro Curat1ve Organ1zat1on (CCO) 
ProJect Implernentat10n Letter (PIL) No 20 

Under USAID/Egypt ProJect No 263-0170 

USAID/Egypt D1rect Procurement 
for the Per10d January 1, 1997 through September 30, 1998 

Quant1ty Descr1pt10n Actual 

.a LE 

3 Vehlcles 68,655 233,427 
(Chevrolet Mlnl-van) 

SEVERAL Spare Parts for Cars 13,278 45,145 

Total 81,933 278,572 
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Note 1 

Note 2 

Note 3 

Note 4 

Note 5 

Curat~ve Care Organ~zat~on (CCO) 
Under USAID/Egypt ProJect No 263-0170 

ProJect Implementat10n Letter (PIL) No 20 

Notes to the Fund Accountab~l~ty statements 

Account1ng BaS1S 

The fund accountablllty statement has been prepared 
on the basls of cash recelpts and dlsbursements 
Consequently, revenues are recogn1zed when they are 
actually rece1ved and expend1tures are recogn1zed 
when they are actually pa1d 

BaS1S of Presentatlon 

The fund accountab1llty statement 1S the 
representat10n and the responslbll1ty of CCO's 
management The "Quest1oned Costs" columns 
represent aud1 t results and are 1ncluded 1n the 
fund accountab1ll ty statement for presentat10n 
purposes only 

Translatlon Rate 

The expend1 tures of PIL No 20 Wh1Ch were pa1d In 
Egyptlan Pounds (LE), have been translated 1nto US 
Dollars ($) The perlod average exchange rate 
method was used ThlS rate 1S $1 = LE3 40 

Reclass1f1catlon 

The column labeled "Reclass1f1catlon" presents 
adJustments to correct class1f1catlon errors 
between amounts recorded ln the proJect ledgers and 
amounts b1lled to and relmbursed by USAID/Egypt for 
the perlod under audlt 

Quest10ned Costs 

Questloned 
categorles 
cons1st of 
terms of 

Costs are presented ln two separate 
lnellglble or unsupported and 

audlt flnd1ngs made on the bas1s of the 
the PIL and appl1cable rules and 

Wh1Ch prescr1be the nature and regulat1ons, 

10 



Note 6 

Note 7 

treatment of relmbursable costs Costs In the 
column labeled "Inellglble" are supported by 
vouchers or other documentatlon but are lnellglble 
for relmbursement because they are elther 
unreasonable, not program related, or are 
prohlblted by the PIL or appllcable laws and 
regulatlons 

Costs In the column labeled "Unsupported" are also 
lncluded In the classlflcatlon of "Questloned 
Costs" and are related to costs that are not 
supported by adequate documentatlon All questloned 
costs are detalled In the "Detalls of Questloned 
Costs" sectlon of thlS report 

Revenues and Expend1tures 

Expendltures reported In the fund accountablllty 
statement represent costs lncurred by the proJ ect 
for the perlod January 1, 1997 through September 
30, 1998 However, proJect expendltures for the 
month of September, 1998 amountlng to $45,108 
(equlvalent to LE153,369) were bl1led to 
USAID/Egypt but not relmbursed durlng the perlod 
covered by our audl t Also, revenues reported In 
the fund accounabl11ty statement lnclude an amount 
of $59, 050 (equlvalent to LE200(769) WhlCh 
represents relmbursement of costs lncurred by ceo 
and bllled to USAID/Egypt In the perlod prlor to 
that covered by our audlt 

Budget 

The budget flgures set forth In the fund 
accountablllty statement represent the proJect's 
cumulatl ve budget, as amended, from the lnceptlon 
of the proJect through September 30, 1998 Such 
lnformatlon has been lncluded In the fund 
accountablll ty statement for presentatlon purposes 
only 
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Fund Accountab~l~ty statement 
Deta~ls of Quest~oned Costs 



,~ Hazem Hassan 

Curat1ve Care Organ1zat1on (CCO) 
ProJect Implementat10n Letter (PIL) No 20 

Fund Accountab111ty statement 
Deta11s of Quest10ned Costs 

Item Descr1pt1on 

1) Equ1pment 

Based on documents and 
clarlflcatlons provlded to us, 
subsequent to the lssuance of 
our draft report, thls flndlng 
has been removed 

2) Equ1pment Ma1ntenance 

a) Based upon our audlt of 
equlpment malntenance expenses, 
we noted that CCO bllled 
USAID/Egypt, wlth several 
amounts that were subsequent to 
the effectl ve date of Amendment 
No 5, dated June 3,1997 whlch 
prohlblted the contlnued fundlng 
of such costs ceo's management 
lndlcated that such amounts had 
been bllled In error Accordlng 
to Amendment No 5, the equlpment 
malntenance llne ltem was 
deleted Accordlngly, thls 

Quest10ned Costs 
Ine11g1ble Unsupported 

£ §. 

amount lS consldered to be 170 
lnellglble 

12 



!,!1li'1!1J!l1l'<l!1 
KPMG Hazem Hassan 

Item Descr1pt10n 

2) Equ1pment Ma1ntenance 

b) Based upon our aud1 t of 
equ1pment ma1ntenance expenses, 
we noted that th1S amount 
represents computer ma1ntenance 
costs, that were charged to 
USAID!Egypt However, th1S 
amount was not actually pa1d and 
the check 1S st1ll ma1nta1ned by 
ceo Add1t1onally, these 
expenses were 1ncurred 
subsequent to the 1ssuance of 
amendment No 5 Wh1Ch proh1b1ted 
the cont1nued fund1ng of such 
costs ceo's management 
1nd1cated that such amounts had 
been b1lled 1n error Accord1ng 
to Amendment No 5, the equ1pment 
ma1ntenance llne 1tem was 
deleted Accord1ngly, th1S 
amount 1S cons1dered to be 

Quest10ned Costs 
Ine11g1ble Unsupported 

~ ~ 

1nel1g1ble 61 
Total l1ne 1tem 231 

3) Telecommun1cat1on 

Based upon our aud1t of 
telecommun1cat1on expenses, we 
noted that th1S amount 
represents the cost of a 
telephone llne for the proJect, 
that was charged to USAID!Egypt 
However, th1S amount was not 
actually pa1d to the 
telecommun1cat1on company Wh1Ch 
prov1ded the llne ceo's 
management 1nd1cated that th1S 
amount w1ll ult1mately be pa1d 
Accord1ng to USAID rules and 
regulat1ons, only actual 
expend1 tures should be charged 
to USAID Accord1ngly, th1S 
amount 1S cons1dered to be 
1nel1g1ble 
Total hne Item 

13 
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Item Descr~pt~on 

4) Informat~on and Educat~on 

Based on documents and 
clar1f1cat1ons prov1ded to us, 
subsequent to the lssuance of 
our draft report, th1S f1nd1ng 
has been removed 
Total l~ne ~tem 

5) Workshop and Research Stud~es 

a) Based upon our aud1t of workshop 
and research stud1es costs, we 
noted that th1s amount 
represents advance payments, 
Wh1Ch were pa1d to u a hotel" and 
charged to USAID/Egypt as actual 
expenses Based upon our reV1ew 
of actual 1nV01ces subm1tted 
from the hotel, we noted that 
the advance was refunded to the 
proJect and depos1ted ln 1tS 
bank account, and the actual 
expenses were also b1lled to 
USAID/Egypt (1 e 1n add1t1on to 
the advance payment) ceo's 
management 1nd1cated that such 
amount was b1lled 1n error 
Accord1ng to USAID rules and 
regulat1ons, only actual 
expend1tures should be charged 
to USAID Accord1ngly, th1S 
amount 1S cons1dered to be 
1nel1g1ble costs 

14 

Quest~oned Costs 
Inel~g~ble Unsupported 

~ ~ 

26,470 
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Item DescrJ.ptJ.on 

5) Workshop and Research StudJ.es 

b) Based upon our aud1t of workshop 
and research study costs, we 
noted an amount of $952 
represent1ng sales taxes Wh1Ch 
were b1lled to USAID These 
taxes were deducted from the 
hotel 1nV01ce and not charged to 
the proJect However, such 
amount was b1lled to 
USAID/Egypt ceo's management 
1nd1cated that such amount was 
b1lled 1n error Accord1ng to 
Sect10n B 4 of the proJect grant 
agreement, any ass1stance 
prov1ded under the agreement 
w1ll be free from any taxat10n 
or fees 1mposed under laws 1n 
effect 1n Egypt Accord1ngly, 
th1S amount 1S cons1dered to be 

QuestJ.oned Costs 
InelJ.gJ.ble Unsupported 

2 2 

1nel1g1ble 952 
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Item Descr~pt~on 

5) Workshop and Research Stud~es 

c) Based upon our aud1t of workshop 
and research study costs, we 
noted an amount of $2,571 
represent1ng costs 1ncurred and 
b1lled to USAID/Egypt 1n excess 
of the proJect's approved budget 
(after the allowable 15% 
reallocat1on between llne 
1tems) ceo's management agrees 
w1th th1S f1nd1ng and 1nd1cated 
that they w1ll attempt to obta1n 
retroact1ve USAID/Egypt ProJect 
Off1cer approval Accord1ng to 
the PIL Agreement, the ceo may 
adJust costs among budget llne 
1tem categor1es 1n an amount not 
to exceed 15% of any 1nd1v1dual 
llne 1 tem Pilly adJustment over 
15% w1ll requ1re USAID/Egypt's 
pr10r wr1tten approval Also, no 
reallocat1on 1S perm1tted 
between the two budget elements 
w1thout pr10r wr1tten approval 
of USAID/Egypt D1Scuss1ons w1th 
management revealed that no 
approvals had been obta1ned for 
the amounts d1sbursed 1n excess 
of the approved budget 
Accord1ngly, th1S amount 1S 
cons1dered to be 1nel1g1ble 

16 
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Item Descr~pt~on 

5) Workshop and Research Studies 

d) Based upon our audlt of workshop 
and research study costs, we 
noted that thls amount 
represents the cost of a 
conference that was charged to 
USAID/Egypt However, thls 
amount was not actually pald ~nd 
the check lS stlll malntalned by 
ceo ceo's management lndlcated 
that thls amount wlll ultlmately 
be pald subsequently to the 
suppller Accordlng to USAID 
rules and regulatlons only 
actual expendltures should be 
charged to USAID Accordlngly, 
thls amount lS consldered to be 
lnellglble 
Total l~ne ~tem 

17 
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Inel~g~ble Unsupported 
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Item Descr~pt~on 

6) Travel and Per d~em 

a) Based upon our aud1 t of travel 
and per d1em costs, we noted an 
amount of $109 represent1ng 
costs 1ncurred and b1lled to 
USAID/Egypt 1n excess of the 
proJect's approved budget (after 
the allowable 15% reallocat1on 
between llne 1tems) ceo's 
management agrees w1th th1S 
f1nd1ng and 1nd1cated that they 
w1ll attempt to obta1n 
retroact1ve USAID/Egypt ProJect 
Off1cer approval Accord1ng to 
the PIL Agreement, the ceo may 
adJ ust costs among budget llne 
1tem categor1es 1n an amount not 
to exceed 15% of any 1nd1v1dual 
llne 1 tem Any adJustment over 
15% w1ll requ1re USAID/Egypt's 
pr10r wr1tten approval Also, no 
reallocat1on 1S perm1tted 
between the two budget elements 
w1thout pr10r wr1tten approval 
of USAID/Egypt D1SCUSS1ons w1th 
management revealed that no 
approvals had been obta1ned for 
the amounts d1sbursed 1n excess 
of the approved budget 
Accord1ngly, th1S amount 1S 

Quest~oned Costs 
Inel~g~ble Unsupported 

~ ~ 

cons1dered to be 1nel1g1ble 109 
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Item Descr~pt~on 

6) Travel and Per d~em 

b) Based upon our aud1 t of travel 
and per d1em expenses, we noted 
that an amount of $19 
represent1ng the cost of per 
d1em was charged to USAID/Egypt 
However, th1S amount was not 
actually pa1d and the related 
checks are st1ll ma1nta1ned by 
ceo ceo's management 1nd1cated 
that th1S amount w1ll ult1mately 
be pa1d to the suppl1ers 
Accord1ng to USAID rules and 
regulat1ons, only actual 
expend1tures should be charged 
to USAID Accord1ngly, th1S 
amount 1S cons1dered to be 

Quest~oned Costs 
Inel~g~ble Unsupported 

£ £ 

1nel1g1ble 19 
Total l~ne ~tem 128 

7) Tra~n~ng Serv~ces 

Based upon our aud1t of tra1n1ng 
serV1ce costs, we noted that 
th1S amount represents the cost 
of three tra1n1ng courses, Wh1Ch 
were pa1d to vendor as an 
advance payment However, these 
courses have not been held as of 
the complet1on date of our 
aud1t ceo's management 
1nd1cated that such courses w1ll 
be ult1mately conducted 
However, no eV1dence was 
prov1ded to us to substant1ate 
th1S representat10n Accord1ng 
to USAID rules and regulat1ons, 
only actual expend1 tures should 
be charged to USAID 
Accord1ngly, th1s amount 1S 
cons1dered to be 1nel1g1ble 
Total l~ne ~tem 
Total Quest~oned Costs 

19 

12,463 
12,463 
44,522 

44,522 
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Report on the Internal Control structure 
Independent Aud1tor's Report 

Mr Darryl Burrls 
Reglonal Inspector General for Audlt-Calro 
Unlted States Agency for Internatlonal Development 
Calro, Egypt 

We have audl ted the accompanylng fund accountablll ty 
statement of the Curatlve Care Organlzatlon (CCO) pursuant to 
Pro] ect Implementatlon Letter (PIL) No 20 under USAID/Egypt 
ProJect No 263-0170 for the perlod January I, 1997 through 
September 30, 1998, and have lssued our report thereon dated 
May 6, 1999 

Except as dlscussed ln the followlng paragraph, we conducted 
our audlt ln accordance wlth generally accepted audltlng 
standards and Government Audl tlng Standards, lssued 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 accountablll ty 
statements are free of materlal mlsstatement 

We dld not have an external quaIl ty control reVlew by an 
unafflllated 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 ln Egypt We belleve that the 
effect of thlS departure from the flnanclal audlt 
requ1rements of Government Aud1t1ng standards 1S not mater1al 
because we have part1c1pated 1n the KPMG worldw1de 1nternal 
qual1ty control program Th1S program requ1res our off1ce to 
be subJected, every two years, to an extens1ve qual1ty 
control reV1ew by partners and managers from other KPMG 
offlces In addl tlon, we are sub] ect to a quaIl ty control 
reVlew by the USAID/Egypt 
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The management of CCO l.S responsl.ble for establl.shl.ng and 
malntal.nl.ng l.nternal controls In fulfl.lll.ng thls 
responsl.bl.ll. ty, estl.mates and ] udgments by management are 
requlred to assess the expected benefl.ts and related costs of 
l.nternal control poll.cl.es and procedures The ob]ectlves of 
an l.nternal control are to provl.de management Wl. th 
reasonable, but not absolute, assurance that assets are 
safeguarded agal.nst loss from unauthorlzed use or 
dlsposltlon, and that the transactlons are executed In 
accordance Wl. th the management's authorlzatlon and recorded 
properly to permlt the preparatl.on of the fund accountablllty 
statement l.n accordance wl.th the cash basls of accountl.ng 
Because of the l.nherent Ilml. tatl.ons In lnternal controls, 
errors or lrregularl.tles may, nevertheless, occur and not be 
detected Also, prO]ectlon of any evaluatl.on of l.nternal 
controls to future perlods l.S subJect to the rlsk that 
procedures may become lnadequate because of changes In 
condltlons or that the effectlveness of the desl.gn and 
operatlon of pollcles and procedures may deterl.orate 

In plannl.ng and performlng our audlt of the fund 
accountablllty statement of Curatlve Care Organl.Zatlon (CCO), 
rela ted to funds recel ved and locally lncurred costs under 
USAID/Egypt Pro] ect No 263-0170 for Pro] ect Implementatlon 
Letter (PIL) No 20 for the perlod January 1, 1997 through 
September 30, 1998, we obtal.ned an understandlng of l.nternal 
controls Wl th respect to lnternal controls, we obtalned an 
understandl.ng of the deslgn of relevant pollcl.es and 
procedures and whether they had been placed In operatlon, and 
we assessed control rl.sk, l.n order to determlne our audltlng 
procedures for the purpose of expressl.ng our Opl.nlOn on the 
fund accountabl.ll.ty statement but not to provlde an opl.nl.on 
on lnternal controls Accordlngly, we do not express such an 
oplnlon 

Our conslderatlon of the lnternal control structure would 
not necessarlly dlsclose all matters In the l.nternal 
control structure that ml.ght be materl.al weaknesses under 
standards establl.shed by the Amerlcan Instl tute of 
Certlfl.ed Pupll.c Accountants A materlal weakness l.S a 
condltlon l.n whl.ch the desl.gn or operatlon of one or more 
of the speclflc l.nternal control structure elements does 
not reduce to a relatlvely low level the rlsk that errors 
or lrregularl. tles, In amounts that would be materlal In 
relatlon to the fund accountablllty statements bel.ng 
audl. ted, may occur and not be detected Wl thl.n a tl.mely 
perlod by employees l.n the normal course of performlng 
thelr asslgned functlons We noted no matters lnvolvl.ng the 
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1nternal control structure and ltS operatlons that we 
cons1der to be mater1al weaknesses as def1ned above 

However, we noted other matters, 1nvolvlng the 1nternal 
control structure and ltS operatlon, that we have reported to 
the management of CCO In a separate letter dated May 6,1999 

Th1S report 1S 1ntended for the 1nformat1on of CCO's 
management and others w1thln the organlzatlon and the Un1ted 
states Agency for Internatlonal Development However, th1S 
report 1S a matter of publ1C record, and 1tS d1str1but1on 1S 
not llm1ted 

KMPG Hazem Hassan 
Ca1ro, Egypt 

May 6, 1999 
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Report on Comp11ance w1th Laws and Regulat10ns 
Independent Aud1tor's Report 

Mr Darryl BurrlS 
Regl0nal Inspector General for Audlt-Calro 
Unlted States Agency for Internatlonal Development 
Calro, Egypt 

We have audl ted the accompanylng fund accountablll ty 
statement of the Curatlve Care Organlzatlon (CCO) pursuant to 
ProJect Implementatlon Letter (PIL) No 20 under USAID/Egypt 
ProJect No 263-0170 for the perlod January 1, 1997 through 
September 30, 1998, and have lssued our report thereon dated 
May 6, 1999 

Except as dlscussed ln the followlng paragraph, we conducted 
our audlt ln accordance wlth generally accepted audltlng 
standards and Government Audltlng Standards, lssued by the 
Comptroller General of the Unlted States These standards 
requlre that we plan and perform the audlt to obtaln 
reasonable assurance about whether the fund accountablll ty 
statement lS free of materlal mlsstatement 

We dld not have an external quaIl ty control reVlew by an 
unafflllated audlt organlzatlon, as requlred by paragraph 33 
of Chapter 3 of Government Audl tlng Standards, because no 
such qual1ty control reVlew program lS offered by 
profess1onal organ1zat1ons 1n Egypt We bel1eve that the 
effect of th1S departure from the f1nanc1al aud1t 
requ1rements of Government Aud1t1ng Standards lS not mater1al 
because we have part1c1pated 1n the KPMG worldw1de 1nternal 
qual1ty control program Th1S program requ1res our off1ce to 
be subJected, every two years, to an extenslve quallty 
control reV1ew by partners and managers from other KPMG 
off1ces In add1 t1on, we are subJ ect to a quaIl ty control 
reVlew by the USAID/Egypt 
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Compl1ance w1th laws, regulat1ons, contracts, and grants, 
appl1cable to CCO, 1S the respons1b1l1ty of CeQ's management 
As part of obta1n1ng reasonable assurance about whether the 
fund accountab1l1ty statement 1S free of mater1al 
m1sstatement, we performed tests of ceo's compl1ance W1 th 
certa1n prOV1S1ons of laws, regulat1ons, contracts, and 
grants However, 1t was not the Ob]ect1ve of our aud1t of the 
fund accountab1l1ty statement to prov1de an op1n1on on 
overall compl1ance w1th such prov1s1ons Accord1ngly, we do 
not express such an op1n1on 

The results of our tests d1sclosed no matters of 
noncompl1ance that are requ1red to be reported here1n under 
Government Aud1t1ng standards However, we noted certa1n 
1mrnater1al 1nstances of non-compl1ance that have been 
reported to ceo's management 1n a separate letter dated May 
6,1999 

Th1S report 1S 1ntended for the 1nformat1on of CCO's 
management and others w1th1n the organ1zat10n and the Un1ted 
states Agency for Internat10nal Development However, th1S 
report 1S a matter of publ1C record, and 1tS d1str1but10n 1S 
not llm1ted 

KPMG Hazem Hassan & Co 
Ca1ro, Egypt 

May 6, 1999 
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Follow-up on prev10us NFA Report 

We have followed 
ldentlfled In the 
perlod February 1, 
by paragraph 10 
Standards 

up on the 
prevlous NFA 
1995 through 
of chapter 

flndlngs and recommendatlons 
report for PIL No 20 for the 
December 31,1996, as requlred 

4 of Government Audltlng 

Wlth respect to questloned costs amountlng to $1,052 noted In 
the prevlous NFA report, our follow-up lndlcated that, 
subsequent to resolutlon and closure procedures performed by 
USAID/Egypt, such questloned costs had been relmbursed by CCO 
to USAID/Egypt 

There were no materlal lnternal control nor compllance 
matters In the prevlous NFA report requlrlng follow-up 
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Pubhc Accountants & Consultants 
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DI Moh~ell Mohamad 
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ceo Fmanclal Report 

[n I esponse of USAID Fmanclal AudIt) Hazem Hassan office (Project 
No 26") - 0 I 70 , Project ImplementatIOn Letter )PIL( No 20 for the 
pt..nod JamlCln 1,1997 through September 30,1998 

t [qUlpment 
LE 3959552 "ere spent by check No 292157 on 15/9/98 for supply of 

telephone ": stem and telephones under the EqUIpment Lme Item 
Lf 1500 \\CI\! deduced from the total amount the supplIer) Arab 
MallutactUl1l1g OrganIZatIOn ( deserves, whIch represent the remaInIng 
\\ 01 k ot telephone network InstallatIon 
ACCOl d1l1g to AudItIng Report and what has been agreed upon dUrIng Exit 
COil fercnce dated 10/6/99 , mcluded IS the check of LE 2500 for USAID 
to be \\ Ithdl <1\\ n from Mlsr Bank ThIs amount should be paId to supplter 
(Arab f'..lanutactunng OrgamzatIon) by USAID on condItIon that he 
I..omplctcs the \\ Olk agreed upon 

r qlllpmcnt 'Iamtenance 
A) LE 785 00 \\ere spent under EqUIpment Mamtenance Lme Item 
Ddad~ a::, totlO\\-mg 
LL 22500 Check. No 203485 on 27/7/98 
LE 11000 Check. No 29216 on 30/9/98 
LL ~OO 00 Check. No 203452 on 15/6/98 
rr [ 50 on Check. No 29958 on 26/3/98 

! Ill'> 'I,ount \\as spent after Amendment 5 had been Issued on 
') ') C)~ [ll<..ll'll~d IS the project officer approval for spendIng thIS amount 
uno",r rqlllp"1~nt Mamtenance Lme Item, accordmg to the urgent need to 
PC" I qJcll1 ,j-., lhere had been no money m the local financmg component 
to ~pcnd on 1_,jUlpment Mamtenance 
TilL, Cll110Llllt ~'lcr1t \\as very small and there was stilI surplus under 
[qulpment \hllltenance Lme Item even after approval 

13) ell",,-', ('1t LE 225 00 m the name of the supplIer "Computer and 
Ellgrne",ll11g \\ orld has been wIthdrawn As the suppler dId not 
pI C'>I,.l1t MClI l1h..nance serVIce m\OlCe till no\\- , thiS check was mot grven 
to "'111 
rncluded h lh-: check No 203485 dated 2717198 ofLE 20625 ThIS 
ClIIWllnl "hCdld be pav later by US AID to SlippIer when he presents 
In I I1t~,'1nt.,- '>~[\ Ice 111\ Olce 



3 TelecommunIcatIOn 
Check No 837237 dated 211811996 ofL E 415435 III the name of 
i\atIOnal AuthorIty of TelecommUnICatIOn ThIs check had been 
receIved by the Authority on 22/8/1996 TIn now the Authonty dId not 
\\lthdraw thIS check from the NatIonal Investment Bank Accordmg to 
Audltlng Report and what has been agreed upon dunng EXIt conference 
dated 10/6/1999 USAID WIll wIthdraw L E 415435 from NatIonal 
Investment Bank and USAID wIll pay thIS amount to the 
telecommUl11CatIOn Authority when reqUIred 

4 InformatIOn· 
Che('k No 3 1 1232 dated 3117/1997 of L E 15000 was wlthrawn It 
represents the cost ofprepanng five books each 48 pages We showeed 
Mr WaIl, the accountmg supervIsor all the work done related to that 

check 

5 "orkshops 
) Check No 203431 dated 13/5/1998 of L E 45000 and check No 

203600 dated 15/6/1998 of L E 45000 m name of "Forty Grand 
Hotel' were withrawn accordmg to Audltmg Report and what has 
been agreed upon dunng EXIt conference dated 10/611999 ceo 
has to pay L E 90000 to USAID reconcIlIatIon should be made 
bet\\ cen the amounts owed by both ceo & USAID USAID has 
to pay to CCO 

13) Regal dl!1g L E 3236 3 whIch represent sales taxes for the 
WOI I... "hop In 'Forty Grand Hotel" and accordmg to AudItmg 
RepOl t and \\ hat has been agreed upon dumng EXIt Conference 
dated 10/6/1999 , reconcIlIatIon should be made between the 
amounb O\ved by both ceo & USAID as desctied above C5-A) 

C) Concelnlllg L E 8742 wluch exceed the allocated amount under 
\\torkshop Lme Item, Total expenses were L E 173113 mcludmg 
L E 90000 "",hlCh was mentIOned m C5-A) 
As L E 90000 were repaId to USAID as stated 111 C 5-A) , the total 
e\.penses under Workshops Lme Item would be L E 83113 
( 173 I I:; - 90000 = 83 113 ) , consequently there would be no 
t. \.cess 111 expenses under Workshops Lme Item 
The allocated amount after amendment was L E 142931 
Net e'\Pe\1ses L E 83113 

D) Check 1\0 292186 dated 22/9/1998 ofL E 15025111 the name of 
, Ba~ma Hotel at Aswan" , was WIthdrawn under Workshops Lme 



Item As the Hotel did not come to receive the check tIll now and 
accordmg to AudIt Report and what has been agreed upon dunng 
ExIt Conference dated 101611999 , Included IS the check No 
292186 dated 22/911998 ofL E 150250 In the name of "Bas rna 
Hotel at Aswan" USAlD Will pay thIS amount to the hotel on 
request 

(, TI a\ el and Perdlem 
A) L E 370 \\-ere spent under Travel and Perdlem Lme Item 

Accordlllg to AudIt Report and what has been agreed upon dunng 
EXIt Conference dated 101611999 , mcluded IS the Project Officer 
approval on spendmg L E 370 under Travel and Perdlem Lme 
Item 

B) The tollowmg check were WIthdrawn WhICh amount to L E 2292 4 
TI I ddt t th h k t 11 le supPlyers I no come 0 receIve ese c ec 1 now 
I Check '\0 Date Amount Suppher 
1292188 22/9/98 L E 2229 • Carlson Co 
,29217-\. 21/9/98 L E 1460 Ahmed El-sayed Barakat 
292172 21/9/98 L E 1940 Mohammed Amer Abdelhamld 

,292167 21/9/98 L E 1440 Abdallah Abdallah EI-Sherbmy 
: 292166 21/9/98 L E 1460 FawzlY Fahun EI-Ghazaly 

AccOldll1g to AudIt Report and what has been agreed upon dunng 
E \'It Conference dated 10/611999 , mcluded the five check 
mentioned above USArD Will pay these amount to supplIers on 
thClI lequest 

7 Tl.lllllng Services 
Check '-<0292243 of L E 56358 8 dated 30/911998 whIch IS 
retall1ed at ICL WIll be delIvered back to CCO 
CCO \\ III bay to rCL the amount ofL E 13983 8 whIch represent 
the actual trammg course already earned out by reL 



LIst of Check Included 
NatlOnal Im,estment Bank Check to be debvered to USAID related 

to PIL 20 

No I Check Date Amount Suppber 
LE 

1 203485 2717/98 20625 Computer & Engmeenng World 
12 292186 22/9/98 150250 Basma Hotel at Aswan .. 292188 22/9/98 222900 Carlson CO .) 

14 1292174 21/9/98 1460 Ahmed EI-sayed Barakat 
5 1 292172 121/9/98 1960 Mohammed Amer Abdelhamld 
6 1292167 21/9/98 1460 Abdallah Abdallah EI-Sherbmy 
7 1292166 121/9/98 1460 FawzIY Fahim EI-Ghazaly 

LIst of Check Included 
L 1 oca com Donent --

>To I Ch~ck Date Amount SupplIer 
I LE 

! 

I I 180686 I 51711999 2500 US AID 
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PROJECT NO 263-0170 

JUNE 29, 1999 
Dr Sameh EL_ Gayar 
Project officer 
Cost Recovery for Health Project 
USAID / CAIRO 
Cmw-Cem.ef-BmkHng 
-Ga-f€i~I1-Gt~.,GalR}-

Dear DI Sameh EL_Gayar 

r urther to the CCO FinancIal AudIt for the penod of 117/1997 through 
30,'9/1998 , the follOWing are our JustIficatIons for certam audIt filldlllgs 
\\ hlch reqUlre your kind approval 

fIndIng '\0 1 

LE 785 were spent on EquIpment Mamtenance 
LE 225 check No 203485 on 
LE 110 check No 29206 on 
LE 300 check No 203452 on 
LE 150 check No 29958 on 

Total 785 

Details are d" followl11g 
27/7/98 
30/9/98 
15/6/98 
26/3/98 

The above mentIoned amounts were spent on mamtammgthe computer 
PCs that \\ ere purchased through CRHP / CCO project 
Although It v. as done after Amendment No 5 of PIL # 20 , It was 
em ISlOned as cmclai and essentIal task for an effiCIent contll111atlon of 
QUI pf0gram actl\ [ties 

USAjDapprm~~. ~ 
(/ // 
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., ['lndlng ~o 2 

LE 170 \\ t:l e spent on Travel and Perdlem Line Item Although this 
,111l0lUlt c'\cl.!eded the 15% allowance, yet It was necessary for carrying 
out the Annual Plan already approved by USAID 
Vv c. Jr~ look mg for your kind approval 

U<;AfD 'lPPIO\~Ur'---:::--- Date 

I Illalh \\ I.! \\ant to mentIOn that your contmuous cooperatIOn and 
1.1flCIent Illtlnagement of subject project IS very well appreciated 

Be~t Rl.g.lI cis 

'r uLlI S '5 lIleLre ly, 

Dl \tloh~1.11 ~1ohamad 

(C.C) lL"lIman 



APPENDIX II 
AUDITOR'S COMMENTS 



~!!'II!I!," 
f(-PIfII(J- Hazem Hassan 

Aud1tor's Comments 

Page 1 of 2 

F1nd1ng No 1 

Based on documents and clarlflcatlons provlded to us, 
subsequent to the lssuance of the draft report, thlS flndlng 
has been removed 

F1nd1ng No 2 (a) 

ThlS questloned cost was retroactlvely approved by 
USAID/Egypt subsequent to the lssuance of the draft report 

F1nd1ng No 2 (b) 

The check assoclated Wl th thlS amount was not dell vered to 
USAID/Egypt nor to the suppller Therefore, thlS questloned 
cost lS lncluded ln our flnal report 

F1nd1ng No 3 

The check assoclated Wl th thlS amount was nel ther Wl thdrawn 
by the suppller nor refunded to USAID/Egypt Therefore, thlS 
questloned cost lS lncluded ln our flnal report 

F1nd1ng No 4 

Based on documents and clarlflcatlons provlded to us, 
subsequent to the lssuance of the draft report, thlS flndlng 
has been removed 

F~nd~ng No 5 (a) 

Th1S amount was not refunded to USAID/Egypt Therefore, th1S 
quest10ned cost lS 1ncluded 1n our f1nal report 

F1ndlng No 5 (b) 

ThlS amount was not refunded to USAID/Egypt Therefore, thlS 
questloned cost lS lncluded ln our flnal report 



~~~~ 
KPAfG Hazem Hassan 

Page 2 of 2 

F~nd~ng No 5 (c) 

No approval was obta1ned for such eXC1S1on budget Therefore, 
th1S quest10ned cost lS 1ncluded 1n our f1nal report 

F~nd~ng No 5 (d) 

Th1S check assoc1ated w1th th1S amount was not del1vered to 
USAID/Egypt nor to the suppller Therefore, th1S quest10ned 
cost lS 1ncluded 1n our f1nal report 

F~nd~ng No 6 (a) 

Th1S quest10ned cost was retroact1vely approved by 
USAID/Egypt subsequent to the lssuance of the draft report 

F~nd~ng No 6 (b) 

For the check number 292188 amountlng to $636 

Based on the documents and clar1f1catlons provlded to us, 
subsequent to the lssuance of the draft report, th1S f1nd1ng 
has been removed 

For the rema1n1ng checks amount1ng to $19 

The checks assoc1ated w1th these amounts were not del1vered 
to USAID/Egypt nor to the suppl1er Therefore, th1S 
quest10ned cost lS 1ncluded 1n our f1nal report 

F~nd~ng No 7 

The check assoclated w1th th1S amount was not del1vered to 
USAID/Egypt nor to the suppl1er Therefore, th1S quest10ned 
cost lS 1ncluded In our f1nal report 
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

tt'llttt 
~.II··' 
CAIRO EGYPT 

MEMORANDUM 

DATE 

TO 

FROM 

SUBJECT 

August 16, 1999 

, ;V~ U ;' 1 't 
Darry~ B~' RIGINC 

Mary ~~e ~ ~~ttn Cluef, FMIF A 

Fmancial AudIt of the CuratIve Care OrganIzatIOn (CCO), 
ExpendItures Incurred Under Project ImplementatIOn Letter (PIL) 
No 20 Under USAIDlEgypt's Cost Recovery for Health Project 
No 263-0170 Fmal Draft AudIt Report dated July 19, 1999 

Followmg IS the MIsSIOn response to RecommendatIOn No 1 under the subject audIt 

RecommendatIOn No 1 

We recommend that USAID/Egypt make a management decIsIOn on the questIoned costs of 
$44,522 (all mebgIble) detaIled on pages 12 through 19 of the KPMG Hazem Hassan audIt 
report, and recover from the CuratIve Care OrgamzatlOn the amounts determmed to be 
unallowable 

MISSIOn response 

MISSIOn has determmed that of the $44,522 (LEI51,376) questIOned under the audIt, $2,893 
(LE9,838) IS allowed and $41,629 (LEI41,538) IS sustamed 

MISSIOn response to the audIt findmgs follows 

Fmdmg No 2a InebgIble EqUipment Mamtenance costs for $170 (LE579) 

ThIS amount represent bIllmgs to USAID subsequent to the effectIve date of Amendment No 5, 
dated June 3, 1997 whIch prohIbIted the contmued fundmg of eqUipment mamtenance costs In 
response to the audIt report, ceo prOVIded a JustIficatIOn statmg that these costs were essentIal 
for effiCIent contmuatIOn of the program actIVItIes The Project Officer (PO) agreed to ceo's 
request, and prOVIded a retroactIve approval for thIs cost, (Attachment A) 

Therefcre, the $170 IS allowed 

USAID/Egypt 
Zahraa EI Maadl, Maadl 
CaIro Egypt 



Fmdmg No 2b InelIgible EqUIpment Mamtenance costs for $61 (LE206) 

SImIlar to findmg No 2a thiS amount represents computer mamtenance costs bIlled to USAID 
subsequent to the effectIve date of Amendment No 5, dated June 3, 1997 WhICh prohIbIted the 
contmued fundmg of computer mamtenance costs The Project Officer (PO) provIded a 
retroactIve approval for thIs cost, (Attachment A) 

AddItIOnally, thIS amount was charged to USAlDlEgypt, although the check IS stIll mamtamed 
by CCO and was not delIvered to the vendor CCO mentIOned that several attempts were made 
urgmg the vendor to pIck up theIr check 

The Fund AccountabIlIty Statement (F AS) has been prepared on the baSIS of cash receIpts and 
dIsbursements Consequently, revenues are recogruzed when they are actually receIved, and 
expendItures are recogruzed when they are actually paid Accordmgly, only actual expendItures 
supported by eVIdence of receIpt of check/cash should be charged to USAID 

Therefore, the $61 IS sustamed 

Fmdmg No 3 InelIgible TelecommUnIcatIOn costs for $1,222 (LE4,154) 

ThIS amount represents the cost of a telephone lme for the project that was charged to 
USAID/Egypt However thIS amount was not actually paId to the TelecommunIcatIOn Company 
whIch proVIded the servIce CCO mentIOned that several attempts were made urgmg the vendor 
to cash theIr check 

The F AS has been prepared on the baSIS of cash receIpts and dIsbursements Consequently, 
revenues are recogruzed when they are actually receIved, and expendItures are recogruzed when 
they are actually paid Smce the check has been receIved by the vendor, yet It has not been 
cashed to date, therefore, thIS amount should not be charged to USAID 

Therefore, the $1,222 IS sustamed 

Fmdmg No 5a InelIgible Workshop costs for $26,470 (LE90,000) 

ThIS amount represents advance payments, whIch were paid to a hotel and charged to 
USAIDlEgypt as actual expenses Per KPMGlHazem Hassan (KPMGIHH) audIt report, thIS 
amount was subsequently refunded to the project and depoSIted m CCO's bank account Further, 
the actual expenses were bIlled again to USAIDlEgypt, thus resultmg m a duplIcate payment 

In VIew of the above, the duplIcate payment charged to USAID should be refunded 

Therefore, the $26,470 IS sustamed 

2 



Fmdmg No 5b InelIgIble Sales Taxes for $952 (LE3,236) 

Tills amount represents sales taxes, willch were billed to USAIDlEgypt 

KPMGIHH stated that accordmg to SectIOn B 4 of the Project Grant Agreement, any assistance 
provided under the agreement should be free from any taxatIOn or fees Imposed under laws III 
effect m Egypt 

Accordmgly, tills amount IS not allowable 

Therefore, the $952 IS sustamed 

Fmdmg No 5c InelIgIble Workshop and Research StudIes costs for $2,571 (LE8,742) 

Tills amount represents costs mcurred and bIlled to USAIDlEgypt III excess of the project's 
approved budget, talang mto consIderatIOn the allowable 15% reallocatIOn between the lme 
Items 

The mehgible sustamed amount of $26,470, pertams to findmg No 5a above Also, the 
melIgible amount of$2,571 questIOned m thIs fmdmg relates to the same Ime Item (Workshop 
and Research StudIes) The $26,470 mehgible amount was deducted from ceo's voucher No 
9-6599, as mentIOned m page No 5 of tills memorandum Tills caused the overallime Item 
expenditure balance to be reduced by $26,470 and thus, resultmg m the total expendItures 
pertammg to the hne Item, to be wlthm the approved budget 

Therefore, the $2,571 IS allowed 

Fmdmg No 5d Inebglble Workshop and Research Studies costs for $485 (LE1,650) 

ThIS amount represents the cost of a conference that was charged to USAIDlEgypt as follows 

Net amount to be patd to the vendor 
Amount deducted from Vendor's check, to be remitted to the tax authontIes 
on behalf of the vendor 

Total amount billed to USAID 

$ 442 

$ 43 

$ 485 

The audItors questIOned these costs as bemg charged to USAIDlEgypt, although the check of 
$442 was not receIved by the vendor 

USAID obtamed and reVIewed the supportmg documents and receIpts, presented by ceo 
eVIdencmg that the $43 (LE147) was patd to the tax authontles, on behalf of the vendor, 
(Attachment B) 
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The $442 (LE1,503) check IS stdl maIntaIned by CCO and not dehvered to the vendor 

CCO mentIoned that several attempts were made urgIng the vendor to receIve theIr check 

The F AS has been prepared on the basIs of cash receIpts and dIsbursements Consequently, 
revenues are recogruzed when they are actually receIved, and expendItures are recogruzed when 
they are actually paid AccordIngly, only actual expendItures supported by eVIdence of receIpt of 
check/cash should be charged to USAID 

Therefore, of the $485 questIOned, $43 IS allowed and $442 IS sustaIned 

FIndIng No 6a Ineligible Travel and Per Diem costs for $109 (LE370) 

ThIS amount represents costs Incurred and bIlled to USAIDlEgypt In excess of the proJect's 
approved budget takIng Into consIderatIOn the allowable 15% reallocatIOn between the hne Items 

In theIr response to the audIt report, CCO proVIded a JustIficatIOn statIng that these costs were 
necessary for carryIng out the annual plan, whIch have been approved by USAID The PO 
agreed to CCO's request, and provIded a retroactIve approval for these costs, (Attachment C) 

Therefore, the $109 IS allowed 

Fmdmg No 6b Ineligible Per Diem costs for $19 (LE64) 

ThIS amount represents per dIem costs, charged to USAIDlEgypt, although the checks are stdl 
maIntaIned by CCO CCO mentIOned that several attempts were made urgIng the vendors to 
receIve then checks 

The F AS has been prepared on the basIs of cash receIpts and dIsbursements Consequently, 
revenues are recogruzed when they are actually receIved, and expendItures are recogruzed when 
they are actually pard AccordIngly, only actual expendItures supported by eVIdence of receIpt of 
check/cash should be charged to USAID 

Therefore, the $19 IS sustaIned 

Fmdmg No 7 InelIgible Trammg Services for $12,463(LE42,375) 

ThIS amount represents the costs of traInIng courses, WhICh were pard to the vendor as an 
advance payment, although the trarrung servIces were not proVIded 

SInce no servIce was provIded, USAID should not be charged by thIS amount 

Therefore, the $12,463 IS sustaIned 
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Based on the above, of the $44,522 (LE151,376) questIOned, $2,893 (LE9,838) IS allowed and 
$41,629 (LE141 538) IS sustamed Accordmgly, the sustruned amount was deducted from ceo 
voucher No 9-6599, (Attachment D) 

eeo's NatIOnal Investment Bank (NIB) hne of credIt has been fully replemshed, therefore the 
eqUIvalent to the sustamed amount should not be replemshed to CCO's NIB account 

ConclUSIOn 

In VIew of the above, MIsSIOn requests closure of RecommendatIon No 1 under the subject 
audIt upon Issuance of the final report 

Thank you for your cooperatIOn 

Art a/s 

Cc Sameh EI Gayyar, HDDIPH 
Sameh HabIb, FMIF A 
Amma Mohamed, FMlFOIP A 
Magda Henem, FMlFOIP A 
Lucy Zakhary, FMlFP/AP 
FM Readmg FIle 
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