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MEMORANDUM 

TO: 

FROM: 

SUBJECT: 

USAIDlEgypt Director, Willard 1. Pearson, Jr. ~ 

Acting RIG/Cairo, David H. Pritchard {IZ-/~p~ 
Financial Audit of the Ministry of International Cooperation, Expenditures 
Incurred under Project Implementation Letters No. 2 and 7, under 
USAIDlEgypt's Technical Support for Sector Policy Reform Project (project 
No. 263-0233) 

Attached please find the subject audit report performed by the finn of 
PricewaterhouseCoopers, covering expenditures of $672,031 (equivalent to LE2,311,777), 
during the period July 1,1999 through September 30, 2000. 

The Regional Inspector General, Cairo (RIG/Cairo) reviewed the subject audit report to 
determine if the audit report met the reporting requirements of USAID Office of Inspector 
General's Guidelines for Financial Audits (Guidelines). We did not perform a quality 
control review of the audit working papers. 

The report generally meets the reporting requirements of the Guidelines and does not 
contain any recommendations for your action. 

Attachment: a/s 
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USAID-RIG Unit 64901 

AP() AF. 09839-4902 

TeL (202) 512-7250 
Fax(RIGIA):(202)522-7030 
FortR TGITl.·f2021.i22-70 1 Ii 

USAID Office Building 
Plot JIA Off El Laselki Str. 
Npw Mnndi. rnJl'n. F.fYlJnt 
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fR/CEWATERHOUSE(aJPERS I 

MINISTRY OF INTERNATIONAL COOPERATION 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORM, 
PROJECT 

PROJECT NO. 263-0233 

PROJECT IMPLEMENTATION LETTERS 
('PIL') NO.2 (SPRU) & ('PIL') NO. 7(MEDA) 

UNDER THE USAIDI EGYPT FUNDED 
GRANT AGREEMENT NO. 263-0233 

FUND ACCOUNTABILITY STATEMENT 
AND ADDITIONAL INFORMATION 

FOR THE PERIOD JULY 1, 1999 THROUGH SEPTEMBER 30,2000 

"Financial information contained in this report may be privileged. The restrictions of 18 
USC 1905 shonld be considered before any information is released to the public." 

I PricewatcrhouscCoopers is a limited liability company incorporated in Switzerland and is comprised ora global network of professional services firms. 
PriccwalcrhouscCoopers is tile merger of Coopers & Lybrand L. L. C. and Price Waterhouse. 
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April 16, .2001 

Mr. Darryl Burris 
Regional Inspector General/Cairo 
United States Agency for 
International Development 

Dear Mr. Burris: 

PrlcewaterhouseCoopers L.L.C. 

22 EI Nasr Slreet 

New Maadi, 11431, Cairo, Egypt 

Telephone: +202·516·8027 

Facsimile: +202·516·8169 

Email: exa.snow@eg.pwcgloba1.com 

This report presents the result of our financial related audit of project revenue received imd 
costs incurred by Ministry of International Cooperation (MIC). The audit population 
includes revenues received and costs incurred by MIC under Project Implementation Letters 
("PIL") No. 2 (SPRU) and ("PIL") No. 7 (MEDA) of the United States Agency for 
International Development Mission to Egypt ("USAIDlEgypt") funded Grant Agreement 
No. 263-0233 ("Grant Agreement" or "Project") for the period July 1, 1999 through 
September 30,2000 (the "audit period"). 

BACKGROUND 

The Grant Agreement between the Arab Republic of Egypt and the United States of America 
for the Teclmical Support for Sector Policy No. 263-0233. (The "Project"). Was signed on 
August 24, 1992 and remains in effect until September 30, 2000. The purpose of the project 
is to establish a monitoring unit in MIC to monitor perforruance of the Sector Policy Reforru 
Program and assess the impact of policy reforrus and also to establish a separate component 
for macroeconomic and analysis. 

PIL No.2 was signed between MIC and USAIDlEgypt on August I, 1994; the PIL remains 
in effect until September 30, 2000. The purpose of the PIL is to provide guidance regarding 
the establislunent of the monitoring unit MIC and the assessment of the impact of policy 
reforrus implemented under the project. The unit is called the Sector Policy Reforru Unit 
(SPRU). 

PIL No.7 was signed between the MIC and USAIDlEgypt on July 22, 1996; the PIL remains 
in effect until September 30, 2000. The Purpose of the PIL is to establish an independent 
Macro-Economic and Debt Analysis (MEDA) Unit to support MIC in its efforts to reforru 
the Egyptian economy. As part of the support the unit examines issues associated with debt 
management and both domestic and international financial and economic conditions to 
deterruine if Egypt can support additional foreign debt from the World Bank and other 
lenders whom typically require policy reforru before granting loans. 

I Priccw31crhouseCoopcrs is a limited liability company incorporated in Swil~crl3nd and is comprised ofa global network ofprofcssional services firms. 
PriCewalcrllouseCoopers is the merger ofCoofl"rs & Lybrand L. L. C. and Price Waterhouse. 
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AUDIT OBJECTIVES AND SCOPE 

The objective ofthis engagement was to perform a financial-related audit of project revenues 
received and costs incurred by MIC under the Grant Agreement for the PILs during the audit 
period. Specific objectives were to perform and determine the following: 

I. Express an opinion on whether the fund accountability statement for the USAIDlEgypt 
financed project presents fairly, in all material respects, project revenues received, costs 
incurred, and commodities and technical assistance directly procured by USAID during 
the period under audit in conformity with the terms of the PILs, and generally accepted 
accounting principles, or other comprehensive basis of accounting, including the cash 
receipts and disbursements basis; 

2. Determine if the costs reported as incurred under PILs Nos. PIL No.2 (SPRU) and PIL 
No.7 (MEDA) are allowable, allocable, and reasonable in accordance with the terms of 
the Grant Agreement; 

3. Evaluate and obtain a sufficient understanding of the internal control structure ofMIC as 
it relates to the PILs, assess control risk, and identify reportable conditions, including 
material internal control structure weaknesses; 

4. Perform tests to determine whether MIC complied, in all material respects, with the 
terms of the Grant Agreement and with applicable laws and regulations related to the 
USAID funded PILs; and 

5. Determine ifMIC has taken corrective action on prior audit report recommendations. 

Preliminary planning and review procedures began in March 2000. These procedures 
consisted of discussions with personnel from the office of the Regional Inspector General for 
Audit in Cairo and MIC management. Audit fieldwork was completed in April 10, 2001. 

The audit population includes revenues received and costs incurred by MIC under Project 
Implementation Letters ("PILs") Nos. PIL No.2 (SPRU) and PIL No.7 (MEDA) of the 
USAIDlEgypt funded Grant Agreement No. 263-0233 for the period July I, 1999 through 
September 30, 2000. 

We tested one hundred percent of the revenues and the following percentages of project 
costs. Amounts are expressed in Egyptian Pounds. 

Item PIL NO.2 (SPRU) PIL NO.7 (MEDA) TOTAL 
Project Costs LE 760,955 LE 1,550,822 LE 2,31 1,777 

US$ 221,208 US$ 450,823 US$ 672,031 
Cost Tested LE 499,287 LE 799,635 LE 1,298,922 

US$ 145,142 US$ 232,452 US$ 377,594 

Percent of Total Cost Tested %66 %52 %56 

Receipts From USAID LE 766,176 LE 1,652,060 LE 2,418,236 

US$ 222,726 US$ 480,250 US$ 702,976 

The mentioned PILs are funded 100% from USAID; no cost sharing contribution was 
required. 

I PriccwalcrhouscCoopers is a limited liability company incorporated in Switzerland and is compri:;cd ofa global network of professional services finns. 
Priccwall:rhouscCoopcrs is the merger of Cooper.; & Lybrand L. L. C. and Price Waterhouse. 
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Our tests of project costs incurred by MIC included, but were not limited to, the following: 

I. Rec:onciling project accounting records to billings and reports issued by MIC to 
USAIDlEgypt to ensure that project costs were supported with appropriate books 
and records; 

g 
2. Comparing project costs billed and reported to USAID/Egypt to the approved budget 

according to the Grant Agreement and PILs; 

3. Testing of project costs incurred by the MIC for allowable, allocable, reasonableness 
and appropriate support; and 

4. Determining that procurement was made using sound commercial practices 
induding competition, reasonable prices were obtained, and there were adequate 
controls on qualities and quantities received. 

As part of our examination of MIC, we assessed internal controls, as they relate to PILs Nos. 
PIL No.2 (SPRU) and PIL.7 (MEDA), in order to determine our auditing procedures. We 
also reviewed MIC's compliance with applicable laws, regulations, contracts and grants as 
they relate to the PILs under the Grant Agreement. 

RESULTS OF AUDIT 

Fund Accountability Statement 

Our Audit procedures identified $92 or LE 3'15 of questioned Project costs. These amounts 
are comprised of ineligible costs of $92 for PIL No.2, SPRU, related to the payments of 
sales taxes. 
MIC management issued a check to the USAID with an amount of LE 315 for the. total 
question costs, the check no is 2179759 dated May 20, 2001. 

Internal Control Structure 

We noted no matters involving the internal control structure and its operation that we 
consider b,:ing material weaknesses. However, we did identify other non-reportable 
conditions, which we have communicated to the MIC management in a separate letter dated 
April 16, 200 I. 

Compliance with Agreement Terms and Applicable Laws and Regulations 

The results. of our test disclosed no instance of material noncompliance that is required to be 
reported herein under u.s. Government Auditing Standards. 

FOLLOW UP ON PRIOR AUDIT RECOMMENDATIONS 

One of the audit objectives was to perform a follow up on prior audit recommendation. We 
reviewed the prior audit report ofMIC. Our review revealed the following: 

I PriccwatcrliouscCoopers is a limited liability company incorporated in Switzerland and is comprised of a global network ofprorcssional services lirms. 
Priccw3lcrhouscCoopers is thl: merger of Coopers & Lybrand L. L. C. and Price Waterhouse. 
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-Fund Accountability Statement 
The prior audit report did not identify question costs. 

- Internal Control 

- The prior audit report identified no material instance of internal controls. 

- Compliance with Agreement Terms and Applicable Laws and Regulations 

- The!,. ;lJ'~ audit report identified no material ir,~tance of noncompliance. 

MANAGEMENT'S COMMENTS 

Management's comments have been obtained and are included in Appendix A to this report. 

INDEPENDENT ACCOUNTANTS' RESPONSE 

Independent accountants' response have been included in Appendix B to the report 

MISSION RESPONSE 

The USAlDlEgypt mission's response is included in Appendix C to this report. 

This report is intended for the information of MIC management and others within the 
organization and USAlD/Egypt. However, this report is a matter of public record and its 
distribution is not limited. 

I Priecw3tcrhouseCoop.;rs is a limited liability company inCQrporated in Switzerland and is comprised ora global nc:twork ofprofession.a! services filTlls. 
PnccwRlerhouscCoopen: is the merger of Coopers & Lybr.md l. L. C. and Price Waterhouse. 

4 

-. 

... 



April 16, 2001 

Mr. Darryl Burris 
Regional Inspector GenerallCairo 
United States Ag(mcy for 
International Development 

PricewaterhouseCoopers L.L.e. 
22 El Nasr Street 

New Maadi, 11431, Cairo, Egypt 

Telephone: +202·516·8027, ext. 410 

Facsimile: +202·516-8169 

Email: exa.snowriUeg.pwcl!loba!.com 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON THE FUND ACCOUNTABILITY STATEMENT 

We have audited the accompanying fund accountability statements of the Ministry of International 
Cooperation Monitoring Unit (MIC) relating to the funds received and costs incurred for the period 
July 1, 1999 through September 30, 2000 (the audit period) under United States Agency for 
International Development Grant Agreement No. 263-0233. Project Implementation Letter No. 2 
(SPRU) and No. 7 (MEDA). These funds accountability statements are the responsibility of the 
management of MIC. Our responsibility is to express an opinion on these funds accountability 
statement based on our audit. 

Except as discussed in the following paragraph, we conducted our audit of the fund accountability 
statement in accordance with U.S. Government Auditing Standards issued by the Comptroller General 
of the United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the fund accountability statement is free of material misstatement. An audit 
includes examini:ng, on a test basis, evidence supporting the amounts and disclosures in the fund 
accountability statement. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion. 

We did not have an external quality control review by an unaffiliated audit organization as required 
by paragraph 33 of Chapter 3 of U.s. Government Auditing Standards, since no such quality control 
review program is offered by professional organizations in Egypt. We believe that the effect of this 
departure from the U.s. Government Auditing Standards is not material because we participate in the 
PricewaterhouseCoopers worldwide internal quality control program. This program, requires the 
PricewaterhouseCoopers Cairo office to be subjected, every three years, to an extensive quality 
control review by partners and managers from other PricewaterhouseCoopers offices and firms. 

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

I PricewalcmouscCoopcrs is a limited liability company inco!pornted in Switu:r1and and is comprised ora global network orprorcssional services firms. 
Pricewalcrhou~cCoopers is the merger or Coopers & Lybrand t.. L. C. and Price Waterhouse. 
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The results of our tests disclosed $ 92 or LE 315 in questioned costs as detailed in the fund 
accountability statement. These amounts are comprised of ineligible costs for PIL No. 2 
(SPRU). Neither ineligible costs for PIL NO.7 (MEDA) or unsupported costs for both PILs 
under the audit were identified. Project costs that are ineligible for USAIDlEgypt 
reimbursement are those that are not pwgram related or are prohibited by PILs Nos. 2 and 7, 
the Griht Agreement, or applicable laws and regulations. Unsupported project costs are 
those lacking adequate documentation. 

In our opinion, except for the effects of the questioned costs discussed in the preceding 
paragraph, the fund accountability statement referred to above presents fairly, in all material 
respects, program revenues and costs incurred and reimbursed under PILs Nos. 2 (SPRU) 
and 7 (MEDA) of the Grant Agreement during the audit period, in accordance with the terms 
of the agreements and inconformity with the basis of the accounting described in Note 2. 

This report is intended for the information of MIC management and USAIDlEgypt. 
However, this report is a matter of public record and its distribution is not limited. 

1 "·,",.~~,,te~ C,,·<.4,Lc.. c.~-:o 
PricewaterhouseCoopers 
April 16, 2001 

I PriCeW3!crliouscCoopcn; is a limited liability company inCQrporntcd in Switzerland and is comprised ofa global network ofprofcssional services (inns. 
PnccwatcrhouscCoopcrs is the merger ofCoopcrs & Lybrand L. L. C. and Price Waterhouse. 
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pmClWAJERHOUSE(COPERS II 
MINISTRY OF' INTERNATIONAL COOP RATION 

TECHNICAL SUPPPORT FOR SECTOR POLICY REFORM 

PROJECT 1'10.263·0233 PIL NO.2 (SPRU) & P(L NO.1 (MEDA) 

FOR THE AUDIT PERIOD JULY 1.1999 THROUGH Sept. 30.2000 
FIlliP -\CCQUNT.\BU.IIY ST-\T£"I£NT 

EXPRESSED IN U.S. DOLL.-\'RS rUss) 

CrENING ... rrl'f~. BALA:'!(:E ~!': .... 4) 

REVENUES (Note I): 

PIL NO.2 (SPRU) 

PIL NO.7 (MEDA) 
Total Revenues 

EXPENDITURES, 
flUiD 2 (SPRW 

Salaries 

Maintenance 

Stationary 

Consultant 

Ext. Auditor 

Travd Inside 

Training 

Data Collection 

Offie: Space 

Cont.fMise 

Telephone lines 

Vehi(;ie Maintenace 

Medica! Insurance 

Fumirure 

CUMULATIVE 

BUDGET 
(NOTE I) 

888.516 

19.022 

31.856 

22.093 

31.977 

13.108 

34.884 
\9,767 

41.093 

16.181 

10.465 

23.256 

8.121 

13.081 

Copie.~r~~~~~~ __ ~______ _ __ ~~~ 
~ PIL NO.2 (SPRU) Expenditures 

PIL NO.7 (MEDAl 

5.814 
1,185,840 

Salaries 

Maintenance 

Stationary • 
Consuilant 

Ext. Auditor 

Travel Inside 

Training 

Data Collection 

Office: Space 

Telephone line 

Comllv1isc 

Medical Insurance 

Sevenmce Pay 
ITotal PEL NO.7 (MEDA) Expenditures 

TOTAL EXPENDITURES 

FUND BALANCE (Note 4) 

1.348.489 

19.811 

46.808 
23,256 

29,OiO 

11.483 
20,349 

27,907 

235.203 

16.860 

32.261 

9.151 

65.265 
1.885.925 

3.011.165 

ACTUAL QUESTIONED COSTS 

EXPE:"I'DiTURES INELIGIBLE UNSUPPORTED 

(NOTE I) (NOTE 5) (NOTE 5) 

(72,07S) 

222,726 

"80,250 
702,976 

158.Il1 

1.492 

5,590 

131 

0 

635 

8.778 

4.211 

23.960 

0 

3.913 

1.606 

0 

6.149 

0 
221.208 

214.634 

1.115 

13.636 
~ 

0 

2.966 
6.891 

6.288 

64.815 
4,012 

3.593 

4.191 

62.010 
450.823 

612.031 

(41.133) 

92 

92 

o 

92 

PriccwamQUleCoopen is a limited liability company incorporated in Switzerland and is comprised of I glolNllnetwoOi: o(professionaJ services linns, 
PriccwlmouseCoopcrs is the mergeTo(Coopcrs '" l.ybrand L. L. C. and Price Waterhouse, 
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MINISTRY OF INTERNATIONAL COOPERATION 
TECHNICAL SUPPORT FOR SECTOR POLICY REFORM PROJECT 

PROJECT NO. 263-0233 
PROJECT IMPLEMENTATION LETTERS 

PIL NO.2 (SPRU) & PIL NO.7 (MEDA) 
UNDER THE USAIDI EGYPT FUNDED 

GRANT AGREEMENT NO. 263-0233 

NOTES TO THE FUND ACCOUNTABILITY STATEMENT 
FOR THE PERIOD 

JULY 1, 1999 THROUGH SEPTEMBER 30, 2000 

NOTE 1- SCOPE OF STATEMENT: 

The fund accountability statement includes project revenues received and costs incurred by 
MIC under Project Implementation Letters PIL No.2 (SPRU) and PIL No.7 (MEDA) of the 
USAIDlEgypt funded Grant Agreement No. 263-0233 ("Grant Agreement" or "Project") for 
the period July I, I 999 through September 30,2000 (the "audit period"). 

The "Approved Budget" column includes the USAIDlEgypt approved project budget in 
accordance with the most recent budget amendments of the PILs within the audit period, and 
is presented for informational purposes only. 

The "Actual Expenditures" column represents project revenues received and costs incurred 
by MIC during the audit period. 

The "Revenues" includes reimbursements of expenditures received during the audit period. 

NOTE 2 - BASIS OF PRESENTATION 

The fund accountability statement has been prepared on the cash disbursement method of 
accounting. Consequently, project revenues are recognized when received rather than when 
earned and project costs are recognized wilen paid rather than when the obligation arises. 

NOTE 3 - FOREIGN EXCHANGE: 

Actual and budgeted Project revenues and costs incurred in LE have been converted to US 
dollars at an exchange rate ofLE 3.44 to one US Dollar. The exchange rate has been 
calculated by averaging the ending monthly exchange rates, obtained from the Central Bank 
of Egypt, during the audit period. 

NOTE 4 - FUND BALANCE 

The fund accountability statement of MIC includes the adjusted opening fund balance as of 
July I, 1999, due to using the average exchange rate calculated for the audit period. The 
opening fund balance has been adjusted accordingly: 

Unadjusted Opening Fund Balance 
(As obtained from last year's audit report) 
Difference due to average exchange rate 
Adjusted Opening Fund Balance (July 1, 1997) 

LE expressed in US $ 
$ (72,926) 

848 
$ (72,078) 

I ?ri~cwatcrhouscCoopcrs is a limited liability company incorporated in Swit:GcrJand and is comprised ora global network of professional services (inns. 
PriccwatcrhouscCoopcrs is the merger of Coopers & Lybrand L. L. C. and Price Waterhouse. 
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.. The" Endiug Fund Balance" represent project revenues received and opening fund balance 
less costs incurred during the audit period . 

The fund balance at September 30, 2000 consists of the: 

Bank Balance @ 9/30/2000: 

1. PIL 2 (SPRU) 
2. PIL 7 (MEDA) 
Total (A) 

(-) Line of Credit at NIB 
Ending Fund Balance 

NOTE 5 - OUESTIONED COSTS: 

LE 182,649 
LE 175,862 
LE 358,511 

LE (500,000) 
LE (141,489) 

Questioned project costs are presented, separately, by respective PIL number, in two 
categories; ineligible and unsupported. Project costs that are ineligible for USAIDlEgypt 
reimbursement are those that are not project related or are prohibited by the PILs, Grant 
Agreement, or applicable laws and regulations. Questioned project costs identified as 
ineligible are detailed as follows: 

Entry # Date AmountLE Amount in US$ 
N1I2 1113/00 53 
JV 613 6125/00 65 
N9/6 9125/00 125 

- 1110100 72 
Total 315 92 

After our draft report, MIC management issued a check to the USAID with an amount of LE 
315 for the total questioned costs, the check no is 2179759 dated May 20,2001. 

NOTE 6 - ACCUMULATED ACTUAL AND BUDGETED EXPENDITURES: 

. Total cumulative budget approved by USAIDlEgypt according to the last amendment 
of PILs Nos. 2 and 7 is presented here for comparison purposes only with cumulative 
expenditures through September 30, 2000. 

The details are as follows: 

I Priccw31crhouscCoopcrs is a limited liabiliLy company incorporated in Switzerland and is comprised ofa global network o(professional services firms. 
Priccw31crhouscCoopcrs is the merger of Coopers & Lybrand L. L. C. and Price Waterhouse. 
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PIL No.2 (SPRID 

Budget Line Item Cumulative Budget Total Expenditures as of 
LE ·9/30/2000 

LE 
Salaries 3,056,496 1,582,774 
Maintenance General 65,434 25,608 
Stationery & Printing 109,584 60,257 
Consultants 76,000 14,250 
External Auditor 110,000 10,000 
Travel-in country 45,091 15,526 
Data Collection 68,000 18,312 
Cont. 1 Misc. 55,683 12,107 
Telephone Lines 36,000 23,167 
Vehicle Maintenance 80,000 58,208 
Training 120,000 40,244 
Medical Insurance 30,000 0 
Office Space 162,000 118,512 
Furniture 45,000 23,216 
Copier 20,000 0 
Total 4,079,288 2,002,181 

PIL No.7 (MEDA) 

Budget Line Item Cumulative Budget Total Expenditures as of 
LE 9/30/2000 

LE 
Salaries 4,638,803 2,582,737 
Maintenance 68,150 60,189 
Stationary 161,020 144,393 
Consultant 80,000 0 
Ext. Auditor 100,000 0 
Travel Inside 39,500 26,541 
Training 70,000 44,518 
Data Collection 96,000 65,340 
Office Space 809,100 787,360 
Telephone Line 58,000 13,800 
Cont. f Misc. 111,000 34,032 
Medical Insurance 31,500 31,500 
Cum. Compensation 224,510 213,520 
Total 6,487,583 4,003,930 

I PricewatcrhouseCoopers is a limited liability company incorporated in Switzerland and is comprised ora global network ofprofcs:sional sc"rvices firms. 
PriccwatcrhouscCoopcrs is lhe merger of Coopers & Lybrand L: L. C. and ?rice Waterhouse. 
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oil April 16, 2001 

Mr. Darryl Burris 
Regional Inspector General/Cairo 
United States Agency for 
International Development 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON INTERNAL CONTROL STRUCTURE 

PrkewaterhouseCoopers L.L.C. 

22 EI Nasr Street 
New Maadi, 11431, Cairo, Egypt 
Telephone: +202-516-8027 
Facsimile: +202-516-8169 
Email: exa.snowuveg.pwce!oba!.com 

We have audited the accompanying fund accountability statements of the Ministry of 
International Cooperation Monitoring Unit (MIC) relating to the funds received and costs 
incurred for the period July 1, 1999 through September 30, 2000 (the audit period) under 
United States Agency for International Development Grant Agreement No. 263-0233. 
Project Implementation Letter No.2 (SPRU) and No.7 (MEDAl. We have issued our report 
thereon dated April 16, 200 I. 

Except as discussed in the next paragraph, we conducted our audit in accordance with 
generally accepted auditing standards and Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the fund accountability statement is 
free of material misstatement. 

We did not have an external quality control review by an unaffiliated audit organization as 
required by paragraph 31 of chapter 3 of Government Auditing Standards since no such 
quality review program is offered by professional organizations in Egypt. We believe that 
the effect of this departure from the financial audit requirements of Government Auditing 
Standards is not material because we participate in the PricewaterhouseCoopers worldwide 
internal quality control program. This program requires the PricewaterhouseCoopers Cairo 
office to be subjected, every three years, to an extensive quality control review by partners 
and managers from other PricewaterhouseCoopers offices. 

The management of MIC is responsible for establishing and maintaining an internal control 
structure. In fulfilling this responsibility, estimates and judgments by management are 
required to assess the expected benefits and related costs of internal control structure policies 
and procedures. The objectives of an internal control structure are to provide management 

. with reasonable, but not absolute, assurance that the assets are safeguarded against loss from 
unauthorized use or disposition, and that transactions are executed in accordance with 
management's authorization and in accordance with the terms of the agreements; and 
transactions are recorded properly to permit the preparation of the fund accountability' 
statement in accordance with the basis of accounting described in Note 2 of the report on the 
fund accountability statement. Because of inherent limitations in any internal control 
structure, errors or irregularities may nevertheless occur and not be detected. Also, 
projection of any evaluation of the structure to future periods is subject to the risk that 
procedures may become inadequate because of changes in conditions or that the 
effectiveness of the design and operation of policies and procedures may deteriorate. 

I Pr~cewalerhouscCoopel'$!s a timit~d liabilily company incorporated in Swit~rland and is comprised ofa globalndwork. ofprorcssional services firms. 
PneewatcrhouseCoopCI'$ IS the mcrger of Coopers & Lybrand L. L. C. and PriCC Waterhouse. . 
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In planning and performing our audit of the fund accountability statement of MIC for the 
audit period, we obtained an understanding of the internal control structure as it relates to the 
PILs under audit. With respect to the internal control structure, we obtained an 
understanding of the design of relevant policies and procedures and whether they have been 
placed in operation, and we assessed control risk in order to determine our auditing 
procedures for the purpose of expressing our opinion on the fund accountability statement 
and not to provide an opinion on the internal control structure. Accordingly, we do not 
express such an opinion. 

Our consideration of the internal control structure would not necessarily disclose all matters 
in the internal control structure that might be material weaknesses under standards 
established by the American Institute of Certified Public Accountants. A material weakness 
is a condition in which the design or operation of one or more of the specific internal control 
structure elements does not reduce to a relatively low level the risk that errors or 
irregularities in amounts that wonld be material in relation to the fund accountability 
statement being audited may occur and not be detected within a timely period by employees 
in the normal course of performing their assigned functions. We noted no matters involving 
the internal control structure and its operations that we consider to be material weaknesses as 
defined above. 

However, we noted certain matters involving the internal control structure and its operation 
that we have reported to the management of MIC in a .separate letter dated April 16, 200 I. 

This report is intended for the information of MIC management and USAIDlEgypt. 
However, this report is a matter of public record and its distribution is not limited. 

~ " U<:.,-,--","t,,, L-C"""-"-("'·f..£.v~ 
PricewaterhouseCoopers 
April 16, 2001 

I Pricew31crhonseCoopers is a limited liability company inco!Jlorated in Swil:.:crland and is comprised ora global network ofprofcssional services firms. 
Priccwatcrhous~-coop<:rs is the merger of Coopers & Lybrand L. L. C. and Price Waterhouse. . 
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April 16, 2001 

Mr. Darryl Burris 
Regional Inspector GenerallCairo 
United States Agency for 
International Development 

PrlcewaterhouseCoopers L.L.C. 

22 EI Nasr Street 
New Maadi, 11431, Cairo, Egypt 
Telephone: +202-5\6-8027 
Facsimile: +202·516·8169 
Email: exa.snow@e~.pwcglobaLcom 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON COMPLIANCE WITH AGREEMENT TERMS 
AND APPLICABLE LAWS AND REGULATIONS 

We have audited the accompanying fund accountability statements of the Ministry ofInternational 
Cooperation Monitoring Unit (MIC) relating to the funds received and costs incurred for the period 
July 1,1999 through September 30,2000 (the audit period) under United States Agency for 
International Development Grant Agreement No. 263-0233. Project Implementation Letter No.2 
(SPRU) and No.7 (MEDA). We have issued our report thereon dated April 16, 2001. 

Except as discussed in the next paragraph, we conducted our audit in accordance with generally 
accepted auditing standards and Government Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the fund accountability statement is free of material 
misstatement. 

We did not have an external quality control review by an unaffiliated audit organization as required 
by paragraph 31 of chapter 3 of Government Auditing Standards since no such quality review 
program is offered by professional organizations in Egypt. We believe that the effect of this 
departure from the financial audit requirements of Government Auditing Standards is not material 
because we participate in the PricewaterhouseCoopers worldwide internal quality control program. 
This program requires the PricewaterhouseCoopers Cairo office to be subjected, every three years, 
to an extensive quality control review by partners and managers from other 
PricewaterhouseCoopers offices. 

Compliance with Grant Agreement and PILs terms and laws and regulations applicable to MIC is 
the responsibility of MIC management. As part of obtaining reasonable assurance about whether 
the fund accountability statement is free of material misstatement, we performed tests of MIC's 
compliance with certain provisions of laws, regulations, contracts and Grant Agreement terms. 
However, our objective was not to provide an opinion on overall compliance with such provisions. 
Accordingly, we do not express such an opinion. 

The results of our tests disclosed no instances of noncompliance that are required to be reported 
herein under U.S. Government Auditing Standards. 

I ?ricewalemouscCoopcrs is a limited liabilily company incorporated in Switzerland and is comprised of a global network of professional services firms. 
PrieewalerhouscCoopcrs is lhe merger ofCoopcrs & Lybrand L. L. C. and Price Waterhouse. 
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This report is intended for the information of MIC management and the USAIDlEgypt. 
However, this report is a matter of public record and its distribution is not limited. 

,=?,,' ~ LU"~t~o<~1Jt.P 
PricewaterhouseCoopers 
April 16, 2001 

Priccw3lcri1ouseCoopers is;l. limited liability company incorporated in Switzerland and is comprised ofa global network of profession a! services firms. 
PricewatcrhouscCoopcrs is lhe merger ofCoopcrs & Lybrand L. L. C. and Price Waterhouse. 
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MINISTRY OF INTERi'iATIONAL COOPERATION 

APPENDIX A 
Page 1 of4 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORM PROJECT 
PROJECT NO. 263-0233 

PROJECT IMPLEMENT A TION LETTERS 
('PIL') NO.2 (SPRU) & ('PIL') NO.7 (MEDA) 

U!'!DE~ TH~ :.:~.~ Tn! EGYPT FUND En 
GRANT AGREEMENT NO. 263-0233 

MANAGEMENT COMMENTS 

g,~J'o/Gf~~~~ 
Macroeconomic & OGbt Analysis Unit. MEOA 

Ms. ExaSnow 
Direc.:or 
PricewatemouseCoopers L.L.e 
22 EI Nasr Screet 
New Maadi. [[ 431 
Cairo. Egypt 

Dear Ms. Snow 

May 20,2001 

Th~nk. you for, your coopemion and services provided co the MEDA and 
SP~U. This IS co not,ttY you by our concurrence regarding your draft audic report t'Or 
project :evenuc receIVed and costs incurred by [he Ministry of rmemational 
CooperatIon. under P:O,Cct UnpJemencation Letters (p[l.) No.2 (SPRU) and (PIL) No. i 
(MEDA) ot the ~OI[ed. States Agency tor lIttemationa/ Development Mission to 
E~t (l.!SAlD/Ca,lro). runded Grant Agreement no. 263..0233 (Grant Agreemem or 
Project) tor the pcncd July [. [999 through September 30. 2000 .. 

Please find enclosed copy of .he personal cheque no . .2 I 79759 in the name of 
USAID/Calro to cover the ineligible COStS of L.E. 315 for PQ. No" lIld an 
acknowleUgment receipt trom die USAID. .-

Thus. you C:ln finalize your report as long: as the minor discrepancies will noc 
affect lhe final report and rend it co the USAlD. 

We appreciate yeur courtesy and look tor further cooperation in (he future. 

Best regatds 

Sincerely yours. 

Dr. wrtallah Salah 
Executive Oirec.or of SPRU 

Dr. Abdallah Marzoan 
First Under Secretary 

Del'. ofoEconomicCooperation 
with USA and. 

,\o1EDA Unit'~ Supervisor 

J I. Garnal EI a,n Abu EI Mar.,1ssen Sf.. Caroen Ciry· G.ilfll. Egyc! 
raJ.aOZI 35535(12 . 3550425 . 3547537 . Fax: 12021 3545722 

Priccwa!~mouseCoopcB is a limited liability company incorporated in Switzerland and is comprised ofa global network ofprofeSJionaJ services firms. 
PriceWRt~rItouscCOO9CB is the merger of Coo pen & L.ybrand 1.... 1.... C. and Pric~ Walerhous.c. 



MINISTRY OF INTERNATIONAL COOPERATION 

APPENDIX A 
Page 2 of4 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORi\1 PROJECT 
PROJECT NO. 263-0233 

PROJECT IMPLEMENTATION LETTERS 
('PfL') NO.2 (SPRU) & ('PfU) NO.7 (MEDA) 

'..!:,:!.'F,R THE IJSAIDI EGYPT FUNDE-'"' 
GRANT AGREEMENT NO. 263-0233 

MANAGEMENT COMMENTS 

Gltni:,c""Y' o./Wn4JO?'1atr4-na! '1FO(;l~W"~ 
Macroeconomic & Debe Analysis Unit· MEOA 

The C3shi~r 
US.-VD 
Cliro 

Dear Sir 

.\1ay :0. 2001 

P!e3.~e lind enclosed the original personal ::heque riO ~Ii9iH in [he name or" 
USAID/Cliro [0 cover (he amount or"L E. ::; I) lor P[L .'10 2. (SP!tLi) tor [he period 
luly I. 1999 through September :;0, :WOO 

Please lcknowledge receiving: the loove·mencioned cheque. 

Thank you in advance r'or your cooper:won 

-~ 
~ouau ,v!a,zoan 
Financial Manager 
:-.IEDA .k S?RU 

'. J 
/::"~!.'L ,!~ 

:.-:/~(:? ;', -;ji-' Y 

'/::./.-, 
-----..:...-

; I, G.!ltI," £1 Din ,'1m £1 .\r1.111<,s:~n;i '.;,IIc1I~11 C,[·{ ;:~'''l ;'I~PI 
i~l. i202) J55JSa2 JS5(}~2S· lSJ1SJ7 . ;:.!~ ,20(\ ;:,.\'Ji n 

PricewatethOuscCooper5 i$ a limited liability company incorporated in Switzerland and is compri.Kd ofa global netwon.: ofprofeMional sc::rvice5 finns. 
Pricew8terhouseCoope:rs islhe merger ofCooper5 &; Lybrand L. L. C. and Pricc Watcmousc. 

.... 

It 



fR!CE\!VA7fRHOusE(mPERS /I 
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MINISTRY OF INTERNATIONAL COOPERATION 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORM PROJECT 
PROJECT NO. 263-0233 

PROJECT IMPLEMENTATION LETTERS 
('PIL') NO.2 (SPRU) & ('PIL') NO.7 (MEDA) 

UNJ)ER THE US AID! EG ~'PT FUNDED 
GRANT AGREEMENT NO. 263-0233 

MANAGEMENT COMMENTS 
, 

l1i9159 I~·-~I 
0= 1 a (; '1 i<90i J.~ 

j I 'H·:·S~· 
CafNJ arane:: ;:,.~,-.; 

.... yj: \ J <:.; ~ ""i ~ / rt'J.; ("("'\ 
~l -= 

Tho "m of L!;\\, rP ~ Ie II 'D;;\ Ie c\ a '1\ d Q.;'2 \-r~ '" 
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0000-19421 
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J~L.:-- .;JJJ.:.,;.=. .:-:.1 .:1 .. :J / +-1 
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I PriccwatcmouiICC()~pers is a limited liability company incolpOrated in Swil2l:rland and is comprised ofa global networX ofpmfessional services finns. 
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MINISTRY OF INTERNATIONAL COOPERATION 

APPENDIX A 
Page 4 of4 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORiVI PROJECT 
PROJECT NO. 263-0233 

PROJECT IMPLEMENTATION LETTERS 
('PIL') NO.2 (SPRU) & ('PIL') NO.7 (MEDA) 

lTNDER TH10 TJSAID! EGYPT FUNnLD 
GRANT AGREEMEN'f NO. 263-0233 

MANAGEMENT COMMENTS 

IJ5AIO C.1Si RECEIPT Dace 7p of <:f .--.{ 

Rec.i,.d Fro. ;-C.II ,~O' (S?P\.( \ 
Amount R.ec:elved: LS 'S,\$" • $ ___ _ 

).mount /tec:ived. (written Q.at)l'\;vee I" .......... A.-e,.i 2\~ .... ~ 

ror: iel~one BUl _I_I 
Bill No. ~~~!~~ Sill No. / 
Bill No. / 
aUl No. I 

ClSnl.er - uSAID /CAIRO, E~Y?T 

I Pricewa!erhouscCoopc~ is a limited liability C(lmplUlY incorporated in SwilZetl:lnd and is comprised ofa global nelWOB. of professional services firms. 
PriccwalcmouseCoop<:rs is the merger of Coopers & Lybrand L. L. C. and Pncc Waterhouse. 
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MINISTRY OF INTERNATIONAL COOPERATION 

APPENDIXB 
Page 1 of1 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORM PROJECT 
PROJECT NO. 263-0233 

PROJECT IMPLEMENTATION LETTERS 
('PIL') NO.2 (SPRU) & ('PIL') NO.7 (MEDA) 

UNDER THE USAIDI EGYPT FUNDED 
GRANT AGREEMENT NO. 263-0233 

INDEPENDENT ACCOUNTANTS' RESPONSE 

Management of the Ministry of International Cooperation (MIC), provided comments to our 
draft reports on the audit of the (PILs') Nos. 2 SPRU, and 7 MEDA. 
These comments have been included, unedited, in appendix A of this report. We have 
reviewed these comments and our response below parallels the audit report findings and 
management's comments. 

RESPONSES TO MIC MANAGEMENT COMMENTS TO OUESTIONED COSTS 
AS DETAILED IN NOTE NO.5 

MIC management issued a check to the USAID with an amount of LE 315 for the total 
questioned costs, the check no is 2179759 dated May 20, 2001 and was received by USAID 
on May 20,2001. 

I PriccwalcrhouscCoopers is a limited liability company incorporated in Switzerland and is comprised ofa global network ofprofcssional services finns. 
Priccwa\crhouscCoopcrs is the merger of Coopers & Lybrand L. L. C. and Price Waterhouse. 
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MINISTRY OF INTERNATIONAL COOPERATION 

APPENDIXC 
Page 1 oft 

TECHNICAL SUPPORT FOR SECTOR POLICY REFORM PROJECT 
PROJECT NO. 263-0233 

PROJECT IMPLEMENTATION LETTERS 
('PIV) NO.2 (SPRU) & ('PIV) NO.7 (MEDA) 

UNDER THE USAIDI EGYPT FUNDED 
GRANT AGREEMENT NO. 263-0233 

MISSION RESPONSE 

USAID/EGYPT had no comments on the audit report. 

I PriccwalcrhOIlScCoopcrs is a [imited liability company incorporated in Switzerland and is comprised ora global network of professional scrvie<:s finns. 
PriccwatcrhouscCoopcrs is the merger of Coopers & Lybrand L. L. C. and Price Waterhouse. 



SUPPLEMENTAL SCHEDULE A 
PAGEIOFI 

MINISTRY OF INTERNATIONAL COOPRATION 

TECHNICAL SUPPPORT FOR SECTOR POLICY REFORM 

PROJECT NO,263-0233 PIL NO,2 (SPRU) & PIL NO,7 (MEDA) 

FOR THE AUDIT PERIOD JULY 1,1999 nlii.oUGH Sept, 30,2000 

FUND ACCQ{TNTABIIJTY STATEMENT 

EXPRESSED IN EGYPTIAN POUND (LE,) 

CUMULATIVE ACTUAL QUESTIONED COSTS 

BUDGET EXPENDITURES INELIGIBLE UNSUPPORTED 

(NOTE 1) (NOTE 1) (NOTES) (NOTES) 

OPENING FUND BALANCE (Note 4) (247,948) 

REVENUES (Note I): 

PIL NO,2 (SPRU) 766,176 

PIL NO,7 (MEDA) 1,652,060 

Total Revenues 2,418,236 

EXPENDITURES: 

PH NO 2 (SPRUl 

Salaries 3,056,496 543,990 

Maintenance 65,434 5,131 

Stationary 109,584 19,231 

Consultant 76,000 450 

Ext. Auditor 110,000 0 

Travel Inside 45,091 2,185 

Training 120,000 30,196 

Data Collection 68;000 14,507 

Office Space 162,000 82,424 

Cont.lMise 55,683 0 

Telephone lines 36,000 13,461 315 

Vehicle Maintenace 80,000 26,165 

Medical Insurance 30,000 0 

Furniture 45,000 23,215 

COEier 20,000 ,0 

Total PIL NO.2 (SPRU) Ex,eenditures 4,079,288 760,955 315 

PIL NO,7 (MEDA) 

Salaries 4,638,803 944,740 

Maintenance 68,150 24,474 

Stationary 161,020 46,909 

Consultant 80,000 0 

Ext. Auditor 100,000 0 

Travel Inside 39,500 10,203 

Training 70,000 23,724 

Data Collection 96,000 21,629 

Office Space 809,100 222,963 

Telephone line 58,000 13,800 

ContIMisc 111,000 12,360 

Medical Insurance 31,500 16,500 

Severance Pay 224,510 213,520 

ITotal PIL NO.7 (MEDA) Expenditures 6,487,583 1,550,822 0 

TOTAL EXPENDITURES 10,566,871 2,311,777 315 

FUND BALANCE (Note 4) 1141 ,489) 

I Priccwatcrhous!,coopet1\ is a limited liability company incorporated in Swi~rland and is comprised ora global network of professional scrvices firms. 
PricewatcrhouSI,coopen is the mcrgcr of Coopers & L.ybrand L.. L.. C. and Pnce Waterhousc. 
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