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MEMORANDUM 

TO: 

FROM: 

USAIDlEgypt Director, Willard J. Pearson, Jr. 0 U 
Acting RIO/Cairo, David H. Pritchard ,) ~;;!}.'..':;/i 

SUBJECT: Audit of Horticulture Exporters Improvement Association, USAIDlEgypt 
Grant Agreement No. 263-0-00-99-00010-00 for the Period 
December 21, 1998, through September 30, 2000 

Enclosed please find one copy of the report on the subject audit that was performed to 
comply with the audit provisions of the agreement. Hazem Hassan conducted the audit 
covering expenditures of$753,658. 

The purpose of the agreement is to provide support for the Egyptian Horticulture Exporters 
Improvement Association (Association) to expand the horticulture exports in Egypt. 

The audit report generally meets the reporting requirements of the USAID Office of 
Inspector General's Guidelines for Financial Audits. Hazem Hassan did not have an external 
quality control review by an unaffiliated audit organization because no such review program 
is offered by professional organizations in Egypt. We did not review the audit working 
papers. 

.. The Hazem Hassan audit report questioned $6,887 ($1,758 ineligible and S5,129 
'. 

unsupported) detailed on pages 12 through 17. Subsequent to the issuance of the draft audit 
report, the Association refunded to USAIDlEgypt the $1,758 ineligible portion of the 

... questioned costs. The remaining questioned costs 0[$5,129 needed to be resolved. 

The auditors identified two material weaknesses associated with the Association's internal 
.. controls, as well as three material instances of noncompliance with applicable laws, 

regulations and agreement terms (including cost sharing), detailed on pages 20 through 25 of 
the Hazem Hassan report. 

Financial infonnation contained in this report may be privileged. The restrictians of 
18 USC 1905 should be considered before any illfomzatian is released to the public. 

\ 

u.s. Mailing Address 
USAlD-RlG Unit 64902 

APO AE 09839-4902 

Tel (202) 522-7250 
Fax(RlG/A):(202)522-7030 
Fax(RlG/l):(202)522-7016 

USAID Office Building 
Plot lIA Off EI Lase/Ai Sir. 
New Maadi, Cairo, Egypt 



The Association's Management corrected the noncompliance instances, as well as one 
internal control weakness. The remaining internal control weakness relating to the 
Association using an improper system for requesting advances from USAID had not been 
corrected. 

Based on our review of the report, we are including the following audit recommendations in 
USAID's Consolidated Audit Tracking System: 

Recommendation No. 1: We recommend that USAID/Egypt make a management 
decision on the qnestioned unsupported costs of $5,129 detailed on pages 15 and 17 of 
the Hazem Hassan report, and recover from Horticulture Exporters Improvement 
Association any amounts determined to be unallowable. 

Recommendation No.2: We recommend that USAIDlEgypt ensure that Horticulture 
Exporters ImprovemenlAssociation establishes . and implements policies and 
procedures for the purpose of accurately determining the amount of advances to be 
requested from USAID to fund anticipated project activities. 

The questioned unsupported costs pertain to an observational travel and its per-diem. In 
response to Recommendation No.1, USAID officials said that the Association provided 
various supporting documentation, including a letter from the travel agent, attesting that the 
observational invel took place. As this travel covered one stop in the United Kingdom and 
several stops in the United States, lodging was a necessary cost item. The Mission 
considered this instance as an isolated instance, and therefore accepted the airfare and per­
diem costs as allowable costs. Accordingly, Recommendation No. 1 is closed upon report 
issuance and no further action is required from the Mission. 

Recommendation No.2 was included in the auditor's report because the cash on hand as of 
September 30, 2000, exceeded a reasonable level. In response to Recommendation No.2, 
USAID officials said that the Association collected its requested advance on 
September 15, 2000, leaving only 15 days for the Association to spend the advance funds. 
Also, since the Association was info=ed that" the Grant Agreement extension beyond 
September 30, 2000, would not be signed on time, it slowed its expenditures and continued to 
use the remaining advance balance to avoid suspension of activities due to lack of funds. 
Further, the Association added to its operational manual a section explaining the 
methodology for requesting new advances from USAID. USAID officials said that the 
Association is fully aware of properly requesting projected advances, and requested closure 
of Recommendation No.2. Accordingly, Recommendation No.2 is closed upon report 
issuance and no further action is required from the Mission. 

Thank you for the cooperation and assistance extended to my staff on this engagement, and 
your continued support of the financial audit program in Egypt. 

Enclosures: a/s 

... 
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KPMGJ Hazem Hassan 
Public Accountants & Consultants 

72 Mohi Eldin A~ul "~Z Street 
Mohandseen. Cairo 
Egy~t 

M=. Darryl 3urris 
Regional Inspec~or Gene=al/Cairo 

Tele:Jhcne 
Tele:ax 
E·r .... :ail 

(202) 336 909<: . 336 90 9S 
(202) 3'9 72 2< . 3"8 78 19 
hh255an2©me.ccm. 

United States F.gency fo~ Internationc.l Deve2.opment 
Cairo, Egypt. 

F.UgUst 30, 2001 

Dear Mr. Bur=is, 

T~is report sets forth the results of our financial audit cf 
=:orticulture =:xporters Improveme!l~ .::;'ssociation (E2I?-.J, 
DSAID/Egy?t G=a~t Agreesent No.253-G-00-99-00010-00 for ~he 
period December 21, 1998 through September 30, 2000. 

Backe-round 

uSAID/Egypt awardee. =:orticul tu!:"e ~xporters Impro;;-e~er~~ 

Association a~ agreement with a s~u of $1,632,940 a~d 

LE400,OOO (e~uivale~t to $117,647) under Gra~t Agreement No. 
263-G-00-99-00010-00. 7he ef:ec~ive d=~~ of the Gra~: 

Agreement w"as December ·21, 1998 a!lc USAlD/~gypt hc.s 
c:,ligated an amount of $882,940 c.:lC L:::400,OOO (equiva.len~ to 
3117,647) as of Sept~mbe= 30, 2000. The estiilla~ed com?le~ic~ 

eate of the G=ant Agree~ent is Se?~e~ber 30, 2001. 

ESIA is a membership d~iven association formed fo!'" the 
~enefits of agricultu=al producers and exporte=s whose 
ffiission is to promote the expa~sion of sustainable exports 
of horticul tu=al crops through accessing moderl1 production 
t.ecnnolo-gy, s~c.te of the a r

, pest h2rvest practices anc 
~a=ket information. 

The purpose of the US.n_ID :unced a;=eement is to provide 
support for 
F.ssociation 
E:gypt. 

IIII 

the Egy~~~a~ Horticultural ~xporters 
(HElA) to expand the horticultural 

MemOef O='fTT! 01 

"'::>'.~.:; f"""":Ir,,,"'.'· 

I " 

expo=ts in 
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KPMG' Hazem Hassan 

Audit Objectives and Scope 

The objective of this engagement was to conduct a financial 
audit of Ho!:t.icultu:re ~xporters Improilement Association's 
expenditu~es unde~ G~an: Ag~eement No. 263-G-00-99-00010-00 
:or the period December 21, 1998 through Septerr~er 30, 2000. 
The audiL encompassed an exami~at:on of HElA's expenses 
(both in US dollars ar,d Egyptian pounds) ,. billed to and 
reimbursed by USAID/Egyp:, in orde~ t:o dete~minewhethe~ 
they were in compliance with the terIDS and.conditions of the 
Grant Agreement and applicable US1UD/Egypt rules and 
regulations. We also reviewed internal controls associated 
wi th HEIA's management of resources funded by USF.ID/EgyPt 
t:hrough the Grant Agreement. 

The specific objectives were to: 

1.. Express an opinion on whethe:: the fund accountabili.ty 
statement for the USP-.ID financed Grant Agreement of HEIA 
oresents fairl v I in all mater.ial respects I proj eet 
~evenues receiv~d and costs .incurred for the ~eriod unde:r 
"udit, i.n confo::mi ty wi th gene~aily accepted accounting 
principles ot, otper ¢'omprehensi ve basis of accounting; 

2. Determine if the costs, . reported as incurred under the 
Grant }l~greement, .. are, J~ ,f.act, allowable, a.llocable, and 
reasona~le in accordance with the terms. of the- Grant 

3. Evaluate and obtain 2. sur rlcient _ understanding of the 
internal cont~ol structe~e of E2IA, assess control risk, 
and identi fy reporta.=:·le condi tions, i!lcluding material 
internal coctrol weaknesses; 

4. Perform tests to determine whethe:: HEIA complied, in all 
material respects, with the terms and conditions of the 
Grant Agreement (including cost sharing) and, also, 
applicable laws and USAID/Egypt rules and regulations; 

5. Submit. a .. copy' of EEL1l..' s general purpose financial 
statements, on an ?rganization-wide basis, with "the audit 
of the USAID funes; and 

6. Examine HEIA's records to ensure that interest earned on 
US.l\.ID advances are reported accurately in the "Federal 
Cash Advance Report" form W-24S, and that interest earned 
annually, ave:: the autho::ized set limit, is refunded to 
USF.ID. 

2 
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KPMG' Hazem Hassan 

P~eliminary planning and reVleW procedu~es 

November 2000 and consistec of: 
lrl 

• Discussion~ with RIG/Cairo; 

• I~te!:"views and c.isCtlssiO:ls with k :>"" --y perso!:nel 
concerni~g the status of the Gra~t Ag~eeme~t, 

accomplislli~ents during the 'pe=iod, the statu:c=y 
reporting =equi=ements, the Grant Agreement's budget, 
procedures governing actual- expenditures incurred by ~SIA 
and billed to U5AID; and 

• Review of E~IA's organizational structure anc ~~IA/S 

established polices and procedur~s, and controls rela:ed 
to salaries, 2.QTn.inistrative expenses, progra.a'l 'ac~i;;i~ie51 
per diem, coro....rnodities, travel, financial accounting and 
_repor~ing, and billing to USF-_I!) . 

Tie field work segme~t of our auc.it was completed on J2..:1l..!2..ry 
21, 2001. The scope of ou·r work was to audit costs inc~rrec. 
bv E~IA and reimbursed by-USA~D/Egy?t under Grant Agree~ent 
N;_ 263-G-OO-9g-00010~OO. Within each budget lin~ ite~. ~e 
selected t!."ansactior..s on a judqmen.tal basis in order to 
perform a subs~ta~ti ve. test- of details ~ We testec: 
expenditures of $216,726 (equi.v2.lent to L£736-, 868) out of 
total expendi~ures ~~ounti~g ~o $753,658 (equivalent to 
L:::2. 562. 438) _ 

0;;= 
r.he 

tests of expeaci:u=es 
following: 

iD.clude~, but were not limitec '-v, 

1 Reconcilitlg ESIAfs accou~t~~q records to invoices iss~2d 

to US;'.ID and testing cost.s :0:- allowability, 
allocability, reasonableness, and adequate suppo=ting 
documentation; . 

2. Dete=mining whether sala=ies f administrative expe~ses, 

program activities, per ciem for observational tra;li21, 
commodities and t=avel costs wt:)~o appropriate a::c 
consiste:;.t ~ith "Che te!:'rrts c: t~e Grant· Fo_g!."eernen.;: Co:. .. '..... 

applicable =ules and regula~io~s an~ were 2de~~ately 
suppo=ted and app=oved. 

3 
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KPMG' Hazem Hassan 

Except as discussed in the following parag~aph, we conducted 
our audit in accordance with generally accepted auditiri.g 
sta"dards and Government ]I_uditing Standards, issued by the 
Comptroller Ger:.eral of tl1e United States. These standa:::ds 
require that we plan and perform the audi t to obta:in 
reasonable assurance about ~hether the fund accountability 
statement is .f-ree 0: materlal misstateme,nt. 

vJe "did not have an exte::-nal qua-lity cOr'!trol review' by an 
ur'.c:filiated audit orgar:.~zc.tion, as required by para,graph 33 
of. Chapter 3 of Govern . .:."Uen-t P·~uqiting St2.ndards, because no 
such quality control review program 1S ,offered by 
profeSSional organi zatioD:s in Egypt. We be-lieve that the 
effect of this depa:::-ture from. the financial audi.t 
requirements of Gover~~ent Auditing Standards is not 
material because we have pa~ticipated in the KPMG wo~ldwide 
internal quality control program_ This program requires our 
office to be subjected, every two years', to an extensive 
quality control revie~ ~y partners and- managers from other 
K?MG offices_ 

.21 .. 5 part of ou= examination, we- made: c study c'nd evaluation 
of relevant internc.l con-:;ols j3.-nd re,viewed 2E:IA-' s. complia.Dce 
wi:h applicable laws and regulat.ions. 

Results of Audit 

Fund Accountabi-li ty Statement 

Ou!" audit identified ur..supported costs 2.!tl.ourl"ting to $5,129 
(equivelent to LEI7,438) and ineligible costs 'amounting to 

<::1 "'~8 (oa'~i·7"-l~~--- +- ..... T:;-~ 0-,7) "'or -~.o G""'~"""':'" "'areom-n+- No ~_I I... '- _w._vc:._-__ .!..L '- . ...., ~--,-,,_..;, .!. _ ,~~ .. __ -.:...c.:..,- .... _ .. _ .... __ ~'::;: ... _'- • 

263-G-OO-99-00010-00. Subsequent to the issuance of the 
draft repo::t E:::=.~_ manageme:lt. refunded to the USF-.. ID/Egypt an 
2.ll0c.nt of $1,758- (eqt!ivalen-t to L~5,977) as a settl-e.ment of 
Findings No_ la), Ib) and 4)_ 

Internal controls 

Ou:- audit, identified ce:-tain material weaknesses associated 
with H2IA's internal c8ntrols that are req~ir~d to be 
repo~':ed in accordance with Gover!lll\ent ]I_udi tinq Standards_ 
These ma~ters are rno!"e ful!y described in our report on 
internal con'trols _ Specifically, 1) EElA con1:ningles US]I.ID 
funds ,with non-USAID funds and, as a result, cannot 
reconcile the USAID fund balance with the cash balance per 
its accounting books and records, and 2) HEI]I_ uses improper 
sys:em for requesting advences from USAID_ Subsequent to the 
issuance of the draft report HEIA management prepared a 

4 
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KPMG' Hazem Hassan 

~eco~ciliatio~ for the USAID US Dollar, E;yptian ?ou~d C~C 
S~IA' s non-uS}~'~ID ba:1k ac:co'U!1ts for the period covered by ot.::r 
a-udi t. 

Comoliance with Laws and Regulations 

Our audit identified certain ma:erial instances of 
~c:1compli.ance l..-,;i tj the a;reement terms c.:1C applica.:::·le laws 
arld regulations. These i::.sta:1ces of nO;J.corr.pliance 2::e more 
fully described in our :report on compliance with laws c.:" .. ':: 
regulations. Specifically, 1) H~IA did .not provide the 
required co-st. sharing c-or-~tributibn as specified in the Gra:-:.t 
ZlrTre"'men~ ?) t.:;"T7I com'm'ncr1es 'U~,71T;"'\ +:un"s -t-';-h ;;=-T:a'S ~f"'l.""-._'::: __ l .. ' .... , _ ~ • ..- __ ""\ ,lW.t..:...l. __ "-'_ .... _:..1 J.. "- YV ... L._ ....... _.. .l._,-,~_ 

USAID fU:1cS and, also, c0~~ingles FT-800 LE funds with other 
US Dolla= appropriated f~nds a:1d, 3) EEIA uses non-inte~es~ 
bea:r-ing- accounts for USJl.ID adv·ances. Subsequent to the 
issuance of the draft report R~r]l~ actually acn.!.evec i-:s 
~equired cash c~ntriju~i-:)n for L:.he proj ect o-verall bud;;;e~ 

ac_cording to lest c..,.Lle.:1:!.J.uent enclng Sept-e.rn.!Jer 3D, 2001, 
addi tionally I E:::IA managemerlt p=epared a reconciliation fer 
the USAID US Dollar, Egyptian Pound 2nd EEI}V S nOrl-US;'~ID 
bal1k accoun:ts fo::- t~e pe:::iod cc,'itered by -. ou!" audit and, also, 
~;"T~ management 
deposit accounts 

began deposi ti:lg . US.n.ID 
as of Decembe:: 2000. 

advances in 

Cost Sha:dng 

3ased on our re~.;iew of ::he 
the following i~stance of 

1) Un-achievement 0: 

cost sharing schedule, we 
!1c::-cc2pliance ow·: th the 

the requi:-ed cost 

time 

noted 
G=a~t 

contributi~ns. This matte:: is ~ore fully desc=ibed in 
the cOr.J.pliance report .. S!..,!jsequen.t to the issuance of 
the draft =epo:::t: ::E:IA a.ccllally achieved its reqt:i=2c 
cash c_ontri.!::n.!tio:: =0= ;:r:.e p:-oject ove:-all budget 
according to last c.~.endme::.t ending September 30, 2001. 

Overall Financial Statements 

We were not able to recor:ci·le E'::!}l.' s financial statements to 
the fund accountability stateme~t due to the fact that the 
fi~ancial sta~ems~~s a=e prepa=ed acco~ding to the acc=ual 
basis of accounting while the :fund accotlntability statement 
i.s p=epa~ed _ accorci:lg :0 the cash basis of accoU:lting_ 
Additio~ally, the financi.al sta:ements were pre?ared fo~ ~he 
fiscal year en.di:lg Decembe= 31, 2.999 and the func 
accountability statement is covering the period f=cm 
December 21, 1998 through September 30, 2000. 

5 
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KPMG' Hazem Hassan 

Summary of Management Comments 

We have reviewed ;{EI}\.' s response to the questioned costs, 
internal cont=ols and compliance with laws and regulations 
matters identified as a result of our audit, which is 
included in }\.ppendix II. wnere applicable, we have made 
adj_ustments in our ~eport or provided further clarification 
cf ou.:- posi tion in l=<.ppendix I I I. For those i terns not 
adjusted in our final report, the responses provided by 
management have not changed our report on the fund 
accountability statement, our report on internal controls, 
or our report on compliance "i th laws and regulations. 

Supplementary Inforrration 

A supplementary fund accountability statement and details of 
questioned cos ts, -pr'esented in the functional currency, were 
cOITU.llunica ted to E::IA' 5 management and are available upon 
request. 

This report is intended for the information of the United 
States Agency for International Development and HEIA's 
management and others within the organization. This 
restriction is not intended to limit the distribution of 
this report, which is a mat~er of public record. 

K?MG Hazem Hassan 

Cai=o, Sgypt 
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KPMG' Hazem Hassan 

Public Accountants & Consultants 

72 Mohr =Idin A!)ui == Street 
Mor.andseen. Cai:o 
Egy;:H 

TeJeahone 
Teleiax 
E-Mail 

(202) 336 90 9~ - 336 90 98 
(202) 3~9 72 2~ - 3~S 73 ~ 9 
l"'1t',3ssan2@rile.eOi,';. 

Renort on the Fund Accou~tabilitv statement 
Indeoendent Aucito~'s Renort 

M~_ Darryl 3urris 
Regional I~specto= General/Cairo 
U~ited SCa.:es Agency fo= International Development 
C2.iro, EgY?t . 

We have 
S:'2. t e!nen t 

aUdited the 
of funds 

accompanying 
recei ved and 

£Ul"ld 
costs 

accoU:.~tabili ty 
incuz-red by 

::orticultu::-e Expo=ters Improvement .?ssociation (F.E:L~), 

DSAID/Egypt Grant Agreement No_263-G-OO-99-00010-00 fo~ the 
period December 21/ 1998 through SEptembe= 30, 2000. Thi.s 
fund a~countability statement is the responsibility of 
E::::I.2l. .. r s management. Ou~ responsibili.. ty is to express an 
opinion on this fu~d accountability statenent based upon our 
a:::::.1.:. 

~x~ept as discussed in the follo~i~g pa=ag=aph, we conducted 
c:..:= auc.it in accorc.a:;,ce with gene::ally accepted audi~i::..~ 

s~2.!lcc.=cs 2.~d Gove=n.::nent }\.uc.itin<; S:anc.ards, issued by ':he 
Co~ptroller Ge:1e::2.1 of the Ur:ited S~a,_es _ These standa=c.s 
require that we plan and perform the auc.i.t to o;:,ta::1 
reasonable assurance about whether the fund 2.ccou:1.tabili ty 
statement is free from mate=ial misstatement. F~~ auci~ 
i::.cludes examining, on a test basis, evidence supporting the 
a~ounts anc disclosu=es in ~he fund accountability 
stateme~t. ~~ audic also includes assessing the accounting 
p::inciples used and the sig~ificant es~imates made ~y 
!.lanagement, as well as Evaluating the p=eser:.~ation of the 
overal! fund accountability statement. We believe that OU= 
a·-.:.di t o:.-ovides a reasona::>le basis for our opinion. 

We did not have an external quality cOiitrol review by a:l 
unaffiliated audit organization, as required by paragraph 33 
of Chapter 3 of Government )l~uditina Standards, because no 
such quality control review program is offe=ed by 

7 
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KPMcr Hazem Hassan 

professional organizations in Egypt. We believe that the 
effect of this depa=ture from the financial audit 
requirements of Gover~ent Auditing Standards is not 
material because we have participated in the KPMG worldwide 
i~ternal quality control program. This' program requi.res our 
office to be subjected, every two years, to an extensive 
quality control review by partners and managers from other 
K?MG offices. 

As described in Note 1, the accompanying fund accountability 
stetement has been prepared on the cash basis, which is a 
comprehensive basis of accounting other than generally 
accepted accounting principles. Included in the fund 
accountability statement are questioned costs of$6,887. The 
basis for questioning costs is fully described in the 
"Details of Questioned Costs H section in this report. 

In our opinion, except for the effects of the questioned 
costs referred to in the preceding paragraph, the fund 
accountability statement, referred to above, presents 
fairly, in all material respects, the amounts received and 
the costs locally incurred pursuant to Grant Agreement No. 
263-G-00-99-000l0-00 for the period December 21, 1998 
through September 30, 2000 in conformity with the·basis of 
accounting described in Note 1. 

KPHS Hezem Hassan· 
Cairo, Sgypt 

frll1c-J?J~~ 
January 21, 2001 

8 
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Amounts received fl'om IJSAl!.' 

Total 

Ezan..9iJ . .Yll~ 

Salaries 

I • I ( I I. t 

tinrulllllLlilldJJwtt 
If.2t:.ti£ll.l~!;:.!LE.2a?:Q.r.I:B rs !nlProyeme~££i a I: i o!Lflffi!lU. 

U2b!Qj.fuJYEL..g£!ills...Ag~nLtlo, 263-G-OO-99-00010-~O 

[g,L..!:.ha Period peoember 21. 19,98 Throug~~er 30,WQ.QQ 

F!!n4....A.£gQ.!!Jl!:.i!h!,li.!;.Y-§..t:.a tQ!U2nt.' 

ll11g9!!!;, 

(I-Iot.e .,) 

~ 

GOJ,)Sl 

~ 

1,000, rIO? 

1,000,587 

l\.Q£.lliU 

~ 

25),670 

Qy!~tiQ~g~Q~~~ 

In!!.li9ihl.!! i:!.n~1:.!.EP-2.tlg.i;i 

1 ,. 

Administrative r.xponses '}.'}(j.2:!1 1" J. '104 
Prugl'~m Activities J<J!>,050 106,944 

Per Diem for Observatloll"l T["ilvel 130,000 125,165 
Commodities 220,JOO 53, "J29 ~92 

fT-OOO f'linds ObsorvlIt!ollal 'fl'lIvo! (I\ir fare) 117,647 70,430 ;!,091 

Total 1,"150,50"1 753,658 1,758 5,129 

Fund Balanoe as of Septembor 3D, 2000 246,929 

Tho accompanyiJl1) notos lifO an inl.ot)rnl purl of I.ho (1I1ul itcc:olIlIl:nbjlty Sl;ntolnant .• 

• 
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Financial Audit of 
Horticul ture Exporters Improvement Association (HEIA) 
USAID/Egypt Grant Agreement No. 263-8-00-99-00010-00 

For -the Period December 21,1998 Through Sentember 30', 2000 

Note 1: 

Note 2: 

Notes to the Fund Accountabilitv Statement . 

Accounting Basis 

The fund accountability statement - has been 
prepared on the basis of cash receipts and 
disbursements. _ Consequently, revenues are 
recognized when. they are. actually received and 
expenditures a~e recognized when they are actually 
paid. 

Source of Data 

The colllilLT1 labeled ".n.ctual" is the responsibility 
of HELll.. management. and represents the cumulative 
costs billed' to the USAID for the period December 
21, 1998 through September 30, 2000. 

Note 3:. Translation Rate 

Note 4: 

Expendi tures paid in Egyptian Pounds. (LE) have 
been' translated into US Dollars (S). The period 
average exchange rate method ~as used~ This rate 
was Sl= L£3.4. The translation rate used for the 
FT-800 expenses in this report is according to the 
rate stated in the Grant Jl.greement. This rate was 
Sl = L£3.4. 

Budget 

The column labeled "Budget" includes USAID/Egypt's 
approved budget in accordance with the most recent 
budget amendment of the Grant Agreement (amendment 
no. 5 dated October 1; 2000). These amounts have 
been reported in the fund accountability statement 
for p=esentation pu~poses only. 

10 
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Financial Audit cf 
Hcrticulture Exocrters rmorcvement Asscciaticn (h~IA) 

aSArO/Egypt Grant Aqreement No.. -253-G-00-99-00010-00 
Fcr the Peri cd December 21, 1995-Thrcucth- Seotember 30, 2000 

Ncte 5: 

Nctes to. the Fund Acccuntabilitv Statement . 

Questicned Ccsts 

Questioned costs are presented in two. separate 
categcries ineligible cr unsuoocrted and 
ccnsist cf audit findings made cn the basis of the 
terms of the grant agreeme~t and applicable =~les 
and :-egulations r which -prescribe the natt:re and 
treatment of reimbursable ccsts. Ccsts in the 
ccluma labeled "Ineligible"- -are supported by 
vouchers or other docQ~entation but are ineligible 
fo_r: reimbursement because they are either 
unreasonable or prohibited -by the grant agree~e~t 
cr applicable laws aad regulaticns. 

Costs in the CClUIili"l labeled "Unst:ppcrted" _are also. 
included in the clarifi~a~ion 'of "Questio~ed 
Costs"" and are related to costs that are not 
supported by" c.dequate doc1.l!-nentation. 6~~1 
quest oned costs are detailed in the ~\Details 0:: 
Quest cned Costs" section in this report. 

II 
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KPMGl Hazem Hassan 

Financial Audit of 
Horticulture Exporters Irnnrovement Association (h~L~) 

USAID/Eqyot Grant Agreement No. 263-G-00-99-00010-00 
For the Period December 21, 1998 Throuah Seotember 30, 2000 

Details of Questioned Costs 

Ita~ Descrintion 

1. Administrative E~enses 

a) Based upon our audi t of 

b) 

a~~inistrative expenses, we ~oted 

an amount of $575 represe~ting 

sales taxes which was billed to 
US}l.ID. H:'::I};.' s management. 
indicated that such amount was 
billed in error. Applicable terms 
a.nd provis ions of the Grant 
Ag=eement state that \\a.r:y ta.xes 
imposed under laws in effect in 
the l'.rab Republic of Egypt are 
unallowable" . ]l.ccordingly, this 
amount is considered to be 
ineligible. Subsequent to the 
issuance cf the d=~ft repor~ this 
~~ount was refunded to the USAID. 

Based upon 
administrative 
an amount 0= 

ou:: aucit of 
expe~ses, we noted 
$291 re?=ese~tiDg 

~efresa~ent expenses which was 
billed to USAID. EEIA's 
management indicated that such 
amount was billed in erro~. 
-'l..rticle No. 10 of OM3 Circular P-.-
122 stated that "costs of meals 
and related costs a=e· 
u:1allov.'able" . Accc=ci~gly, this 
amount is conside=ed to be 
ineligible. Subsequent to the 
issuance of the draft report tn2s 
~~ount was refunded to the USAID. 

12 

Questioned Costs 
Ineliaible Unsuoported 

$ 

575 
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KPMG' Hazem Hassan 

Financial Audit of 
Horticulture Exoorters Improvement Association· (HEIA) 
USAID/Egypt- Grant· AareementNo.- 263~G-00-99-00010-00 

For the Period Decernl::ler 21, 1998 Through Septernl::ler30;- 2000 

Details of Questioned Costs 

Item Description 

1. Administrative Exoenses 

c) Based upon docUments 
clarifications provided to 
subsequent to the issuance of 
draft report, this finding 
been removed. 

Total Line Item 

13 

and 
us, 
our 
has 

Questioned Costs 
Ineligible Unsupported 

§. $ 

866 
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KPMG' Hazem Hassan 

Financial Audit of 
Horticulture Exoorters Imorovement Association (HEL~) 

USAID/Egypt Grant Aareement No.-263-G-00-99-000l0-00 
For the Period December 21, 1998 Throuah-SeDtember 30, 2000 . 

Details of Questioned Costs 

Item Descriotion 

2. Program Acti vi ties 

3ased upon 
clarificat.ions 
subsequent to 
draft report, 
been removed. 

docw-ne:1ts 
provided to 

the issua:lce of 
this finding 

Total Line Item 

14 

Questioned Costs 
Ineliaible UnsuDDorted 

$ §. 
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KPMG' Hazem Hassan 

Financial Audit of 
Horticul ture Exoorters Imorovement Association. (HEIA) 
USAID/Eqvpt Grant Aareement No. 263-G-00-99-00010.,.00 

For the Period December 21,·1998 Through Seotember 30, 2000 

Details of Questioned Costs 

Item Descriotion 

3. Per Diem for Observational Travel 

Based u~on our audit of rier die~ 
expense~, we noted that there is 
an amount of· $3, 038 representing 
lodging and per diem for which 
no supporting do~ume,nts were 
provided ;:0 us for review. HEIA' 5 . 
management stated that -these 
docUJ.'lle::lts were _ mis-filed. 
According to USAID rules. and 
regulations, HEIA should - not 
charge the US}I.ID with expenses 
not supported by adequate 
docume~tation substantiating, such 
charges. Therefore, this amOU::lt 
is considered to be U::lsupported. 

Total Line Item 

15 

Questioned Costs 
Ineliaible Unsupoorted 

§. §. 

3,038 

3,038 

-
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KPMG' Hazem Hassan 

Financial Audit of 
Horticulture Exporters Imorovement Association (h~!A) 

USA!D/Eavot Grant Acrreement No-. 263-G-00-99-00010-00 
For the Period December 21, 1998 Through Seotember 30, 2000 

Details of Questioned Costs 

Item Descriotion 

4. Commodities 

Based upon' our audit _ of 
commodities expenses, we noted an 
~~ount of $892 representing sales 
taxes which was billed to USlI.ID. 
2E:I..D..' s management indicated that 
such amount was billed in error-. 
Applicable terms and provi~ions 
of the Gra~t Agreement.s~ate- that 
"any taxes imposed uncte-r laws in 
effect in the .1I.=ab Republic of 
Egypt are unallowable". 
Accordingly, this ~uount is 
considered to be ineligible. 
Subsequent to the issuance of the 
d=aft report. this 2.!t1.ount 
refunded to the USAID. 

Total Line Item 

16 

was 

Questioned Costs 
Ineligible UnsuDoorted 

.i $ 

892 

892 
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KPMG' Hazem Hassan 

Financial Audit of 
Horticulture Exoorters Improvement Association (HEIA) 
USAID/Eqyet Grant Aqreement No. 263-G-00-99-00010-00 

For the Period December 21, 1998 Through September 30, 2000 

Details of Questioned Costs 

Item Description 

5. FT-800 Air Tickets for 
Observational Travel 

Based upon our audit of FT-800 
expenses, we noted that there is 
an amount of $2,091 representing 
air tickets expenses for which no 
supporting doclli~ents were 
provided to us for review. HElA's 
managemen~ stated that these 
documents were mis-filed. 
;'.ccording to US;'.!;) rules and 
regulations, HEIA should not 
charge the USAID with expenses 
not SUPP0r1:ed by adequa te 
documentation substantiating such 
cnarges. Therefore, this amou~t 

is co~side=ed to be unsupported. 

Total Line Item 

Total Questioned Costs 

17 

Questioned Costs 
Ineligible Unsupported . 

~ 

2,091 

2,091 

1,758 5,129 

-
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Public Accountants & Consultants 

72 Mohi Eldin A!:lul Ez: Street 
Mohancsgen, Cairo 
Egypt 

le/ephone 
Te/erax 
:-Mail 

(202) 336 9C 91. - 336 90 98 
(202) 3'9 72 2<· 3'8 75 19 
hr.assan2~ Mie.cCi.1 . 

Reoort on In~ernal Ccnt~ols 
Indeoendent Auditor's Reoc=t 

~=. Darryl Bur~is 
Regional Inspecto= General/Cai=o 
U~ited States Age~cy for International Development 
Cai=o, Egypt. 

have audited the accompa.nying fund accounta!)ility 
s:atement of costs incurred by the Ec:-~icul ture Ex~orters 

:=tp=ovement .n...ssociation (E:::L~) , pu=su.an~ to US.r..ID/E:g~?t 
Gra.:!t Ag=eement No_ 263-G-OO-99-0002.0-00 for the pe:-ioc 
Dece~er 21, 1998 through Septe~er 30, 2000, and have 
issued our report thereon dated January 21, 2001. 

~xcept as discussed in the following paragraph, we conducted 
ct.:r 2.udi t .l.n ac::ordance with gene=ally accepted 2.uc.i tin; 
s~a~cards and Gove=~aent Auditing S~an~ards, issued by the 
Comptroller Gene:.-al of the United SLates _ TheSE standaris 
=e~~i.=e that we pla:1 and perfo::-rn the 2.ucit to obtai:: 
=easo:-~able ass'~=a:1ce c.!:>out whetne.:- "Cn-= :!:unc. ac:coun.ta~il':~y 
s~atemen.t is free of material missta:ement. 

~;:e cid not have an external qua::"i ~y c:Jn~=(;·2. rev·iew Dy a:: 
unaffiliated audit organization, as =eq~ired by paragraph 33 
c: Chapter 3 of GO"'v"'errLTnent _~_udi tina Standards, because no 
s'..lcn quality control review pr~q=aIn is offeree by 
p:'-:Jfessional organi za tior!.s in Eg::-:pt. ~--Je believe that the 
effect of 
=eq:..:i=eme;:;.cs 

this 
of 

depa=tu.:-e 
Go"\re rn.:.ue:: t 

from ~he fi:1ancial auc.it 
is 

mate=ial because we have parti.ci?ated in ~he K?MG worldwide 
i~te=nal ~uality control program_ Th~s p=o~=am =e~~i=es o~= 
effice to be subj ectec., every two years, to an extensive 
q~ality control review by par"C~e=s anc ffia~agers from othe= 
K?MG offices_ 

I:l planning 
2.~countability 

and "' . per.:..ormlng our audit 
stateme::lt of HE Ill_ related to 

18 

of 
funds 

the fund 
receiv-ec 
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KPMG' Hazem Hassan 

Foudi t Findinqs: 

1) Comrninq1ing of USAID Funds with Non-USAID Funds 

Based c.pon our revi.ew of cash Inanageme::t practi.ces! ~.;e 
noted th21: ::~I:.IlA com....Ltin;les USAID funes with non-US';'.ID 

. runds fo-r the purpose of funciD.g 2cti vi ties under t.r..e 
G::ant ·P·.gree::nent. J..n adciti.on, we noted that U.S Dollar 
c;:.p:::"cpric.ted funds and FT-800 funes provided by USAIV a:=-e 
commingled for the purpose of funclng acti vi ties u:!c.er 
the Grant ",F'.<;reeme:1t. ..nos a =e-sul t f "fund balance reported 
in -the fund accountabi-li ty stc tement as of Septernbe= 30 I 
2000 could not be reconciled to ~he bank statements as of 
September 30,.2000. Specifically, we noted that HELl\. pays 
for ce-rtain expenses to be funded by USF.ID funds with 
non-USAID fl!nds and, a150( we noted that EEIA pays :0:­
ce=tain expe~ses with FT-800 'fu~~s p=ovided by USA!D ~h~: 
S hould be- funded "v U" DO'i - - "'-o"'Do :-o~o~riated furrcs _ _0 .~ __ --c" _ 

provided by US~1!..ID. HE:I}\. do-es not reconcile 'the sources 
and use"s of funds in its accounting reco~ds anc r 

ac:cotdingly, . that- receipt and c1.s:::'ursement- of US}!..ID fU:lcS 

cannot be reconciled LO E~IA's applicable bank 
statements..· 3ased upon inquiry wi.'ch management, we no~ed 
that the re-ason for· corruningling funds in the man.:!e= 
described above ,is -to achieve foreign cu.rrency gains in 
response to the dev-aluation of 'the Sgyptian ?oUJ."1d that 
has occurred during the p'eriod cove:-ed by our audit. This 
p:-actice is in violation of the' te::-ms and p=o,ri~ions of 
the Grant }l_c;reement and, we recorrune:ld tha-t E;"IA cease 
LnlS practice, irt1.J.-nediatel v. We further recoIWllend that E::IF~ 

, . - , 

per'form a reconciliation of the sources and uses of US.?-.I:) 
=u~ds (both u.s D011a= app=op=iated a~d FT-800 funes) 
~rom "'.'"'0F', ; nc::::. ...... .:..io~ 0" ~L"e D'''O~;::lo''''':'' .:..J.-- .... ou~n· S:>D~"'mbe~ 1;0· __ '- _ ........ -::JI.......... ..L. .u. • _ .J _'-I- L. .... _ ':::!. _. L._.~ _ .... , 

2000 in b=der to ensure that ~eceiDt and disbursement of 
US})~ID- funds 'are accounted and re;.o:-~ed 10:- properly'. 
Subsequent to the issuance or the d=aft report E~IA 
management p=epared a reconciliation for the USJl..ID US 
Dollar, Egyptian Pound and EEIA's non-USAID ba~k accounts 
for the period covered by our aucit. 

2) Requestina Advances F=om USAID 

Based upon our review of E=:I.~' s cash ma:1ageme::t 
practices, we noted that EE:I_~ does not have adeC[L!ate 
policies 'and procedures in place for the purpose of 
dete=rnining the amount of advances to be requested f=om 
USF-oID. ]los a result, as of September 30, 2000 E'LlI. had 
received approximately $250,000 in excess their cash 
needs, which had not been expended fo= grant related 

20 
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activities. Based upon inquiry of project management, we 
noted that HEIA is currently developing policies and 
procedures necessary to determine, as accurately as 
possible, advances required from USAID to fund 
anticipcted project activities. We recommend that project 
management establish and implement such policies and 
procedures as soon as possible in order to ensure that 
terms and provisions of the Grant JI.greement related to 
advances are complied with. 

Our consideration of the internal control structure would 
not necessarily disclose all matters in the internal control 
structure that might be material weakne~ses under standards 
established by the American Institute of Certified Public 
JI.ccountants. A material weak!less is a condition in which the 
design or operation of one o:::-·more of the specific internal 
control structure elements does not reduce to a relatively 
low level the risk that erro:::-s or irregularities 
that would be material in relation to 

in amounts 
the fund 

accountability statement being audited may occur and not be 
detected within a timely period by employees in the normal 
cou:::-se of performing their assigned functions. However, we 
noted the above mentioned matters involving the internal 
control structure and its operations that we consider to be 
material weakness as defined above. These conditions were 
considered in determining the nature, timing, and extent of 
"he procedures to be pe:::-fo:::-med in our audit of the fund 
accountability statement of the norticulture Exporters 
~mp:::-ovement Association (HE I}'·.) for the period Decembe:::- 21, 
1998 through September 30, 2000. 

7his =eport is intended for the information of HEIA's 
management and others wi thin th.e o:::-ganization and the United 
States JI.gency for International Development. However, this 
repor~ is a matter of public record and its distribution is 
not limited. 

K?MG Hazem Hassan 
Cai:::-o, . Egypt 

MIl! 6-~GJrL-~~ 
January 21, 2001 
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Mohandseen. Cairo 
Egypt 

Tele~hone 
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E·Mail 

(202) 336 90 9< • 336 90 98 
(202) 3'9 72 2< . 3<8 78 19 
hhassan2@rite.c!)m. 

Report on Compliance with Aareement Terms • 
and Aoplicable Laws and Regulations 

Independent Auditor's Report 

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

We have audited the accompanying fund accountability 
statement of costs incu=red by the Horticulture Expo:-ters 
Improvement Association (~~IA), pursuant to USAID/EgY?t 
Grant Agreement No.263-G-00-99-00010-00 for the period 
December 21, 1998 through September 30, 2000 and have issued 
our report thereon on dated January 21, 2001. 

Except as discussed in the following paraqraph/ we conducted 
our audit in accordance with generally accepted auditing 
standards and Goverlliuent Auditing Standards, issued by the 
Comptroller General of "t:he United States. These stanca.rcs 
require that we plan and pe=form the audit to obtai~ 
reasonable assurance about whethe= the fund accountability 
statement is free of ffiate=ial misstatement. 

We did not have an external quality control review by an 
unaffiliated audit organization, as required by paragraph 33 
of Chapter 3 of Govern...rnent il.uditing Standards, beca1.!se no 
such quali ty control review program is offered by 
professional o=ganizations in Egypt. We believe that the 
effect of this depar~ure from the financial audit 
requirements of Government Auditing Standards is not 
material because we have participated in the K?MG worldwide 
internal quality control program. This progr~~ re~0ires ou~ 
office to be subjected, every two years, to an extensive 
quality control review by partners and managers from other 
KPMG offices. 
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Compliance with laws, regulations, contracts and grants 
applicable to HEIA is the responsibility of HEIA's 
management. As part of obtaining reasonable assurance about 
whether the fund accountability statement is free of 
material misstatement, we performed tests of HEIA's 
compliance with certain provisions of laws, regulations, 
contracts and grants. However, the objective of our audit 
of the fund accountability statement 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 certain material 
instances of noncompliance that are required to be reported 
herein under Government AuditinaStandards. 

Audit Findinas: 

1) Cash Contributions 

Grant Agreement No. 263~G-OO-99-00010-00 states that HEIA 
should spend, on a yearly ~asis, from non~USAID funds an 
amount equal to the amount or percentage of the total 
USAID funded expenditures according to the cost-sharing 
budget as specified in the Agreement. Also, the Grant 
Agreement states that program income earned under the 
award shall be applied to finance the non-federal share. 
furthermore, 22 Code of federal Regulations 226·.2 defines 
cost share as program costs hot borne by the Federal 
Government. Although HEIA had sufficient pr6gram income 
to meet its cost share, it did not spend, S87 ,000 on 
project costs. As a result, HEIA did not share in the 
cost of the project. We recommend that HEIA refund 
$87,000 to USAID/Egypt. 
Subsequent to our audit period, HEIA provided its 
required cash contribution in accordance with the latest 
approved budget ending September 30, 2001. 

2) Commingling of Funds 

Based upon our review of cash management practices, we 
noted that HEIA commingles USAID provided fT-800 LE funds 
with USAID provided Dollar appropriated funds. 
Additionally, HEll'. commingles US!l.ID funds with other HE:IA 
controlled funds. According to the Grant Agreement terms 
and conditions, USI'.ID funds should not be commingled '''ith 
other HEIA owned or controlled funds and, also, HEIA 
should deposit all USAID c~sh advances in separate bank 
accounts and should make all disbursements for goods and 
services from such accounts in accordance with the terms 

.... 



.. 

.. 

"',.,"' .. KPMG' Hazem Hassan 

Subsequent 
US.~.IO US manageme~t p~eca~e~ a 

Dollar, ~;yptian ?c~~c a~j ~SIAf5 non-USAI] ba~k 

3) Using Non-inte~est Beari~g Acccunts fo= Adva~ces 

~~view af cash managemen~ practices, we 
noted that E~IA cepcsits all 
interest- bearing acccc~~s. 

USA:O cash adva~ces should 
accounts 

uSAID cash advanCeS in ncn­
According to ADS 583.5.5, 
.be ~eposited in inte=es~ 

bearing 
should 
should 

be repo.:-:.ec in \\:eS:eral Cash .~dvance ?,epo1:"~'" 2:1C 

be refunded to US.;~D whe=e required. iile recorr;.."rte:lC 
.that EEIA manage~ent c~~ply with 
requirements in this "'"~r-~ ....... -: --":!----. 
Subsequent to o~r audi~ pe~iod HEIA de~osite~ USAID 
advances (includi:l9 the fund bala!1ce 25 cf September 30, 
2000) in time ce?csit. accou~ts. 

report i --.:> in£orma~ion of "H2IA's 

United States Age~cy :or I~~e=~ational Developme~~. Howeve= 
thi.s is a rna~~er of ~ublic reco=d its dist=ibut~~n 
is net limi~ed. 

K?MG Hazeffi Hassan 
Cairo, Egy?t 

II ' f h P N 6-~~ ;;-,7/0,;;vt--
January 21, 2001 
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~~~ Hazem Hassan 
Public Accountants & Consultants 

72 Mohi Eldin Abul Ez: St,e9! 
Mohandseen, Cairo 
Egy~t 

Teie:Jhone 
Telefax 
E-Mail 

(202) 336 90 9l! - 336 90 98 
(202) 3~9 722' - 3~3 78 19 
hnassar:2 © rire.cor.;. 

Reoort on Cost Sharinq Schedule 
Indeoendent Auditor's Reoort 

Mr_ Darryl Burris 
Regional Inspector General/Cairo 
United Stctes Agency for International Development 
Cairo, Egypt. 

We have reviewed the accompanyi~q cost sharing schedule c: 
the Horticultu=e Exporters Improvement Association (H~IA) 

pursuant to US]!_ID/Egypt Grant _"_qreement No _ 263-G-00-99-
00010-00, for the period December 21, 1998 throuq:: 
Septewber 30, 2000_ 

Our review was conducted in accordance with standards 
established by the ~~e=ican Institute of Certified Public 
.l\.ccountants (.l'._ICPA) _ The purpose of our review was to 
determine if cost sharing contributions were provided and 
accounted for in accordance with the terillS of Grant 
Agreement No 263-G-OO-99-00010-00. We also conside=ed the 
internal controls =ela~ed to the provision of anc. 
-ccoun~ing ~or cosr s~~ring contri·Du~ions c. .. L _.I.. .1. _ _ .1. ___ ...... .• _ _ L _ ._ • 

. ;;. review consists principally 0: i~q'..liries of recipie!::: 
personnel and analytical procedu=es applied to fi~a~cial 

data. It is. substa:ltially less in scope than a::. 
examination, the objeci.:ive cf wi:ich is the expressing '-'_ 
an opinion on the cost sharing schedule_ Accordingly, we 
do not express such an opinion_ 

We noted one material instance of non-compliance wit!":. 
Grant F.greement terms and cenc.i.tions. This instance c: 
non-compliance is related to ELIA's cost sharing 
requirement and is more fully described in our re~o=t on 
compliance with applicable laws and regulatio~s. 

Specifically, E~IA did not provlce the requi=ed cash 
contribution as stated in the ap~rcved budget. 
Subsequent to the issuance of the craft report E~IA 
management provided its required cash contribution ~~ 

accordance with the latest approved budget ending 
September 30, 2001_ 

25 
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• ~~::-I 
KPMG' Hazem Hassan 

Based upon our review, except as noted above, nothing came 
to our attention that caused us to believe that HEIA has 
not provided and accounted for cost sharing contributions 
in accordance with the terms of the Grant Agreement. 

This report is intended for the information of HEL~' s 
management and others wi thin the organi za tion and the 
United States Agency for International Development. 
However this report is a matter or public record and its 
distribution is not limited. 

K?MG Hazem Hassan 
Cairo, Egypt 

tq ;U& ~hr.-jjL~AA~-
January 21, 2001 
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Financial Audit of 
Ilorticul ture EXRorters Improve!!l§nt Associa tion (Ill:.lAL 
USAID/Egypt Grant Agreement No. 263-G-00-99-00010-00 

~the Period December 21, 1998 Throug~P.tmPber 30, 2000 

Cost Sharillg~edule 

I.. ( I I 

~sh CQntributioll 

Line Item J;!\!dgstt, 

jNote 1) 

fi 

illlliJru. 
Questioned Costs 

Ineligible !.lnru.!pported 

Prograln Activities 
Per Diem For Observational Travel 

sub-Total 

55,000 
32,000 

87,000 

fi 

o 
o 

o 

fi fi 

o o 

QuestiQIled Costs In-Kin~Dtribution_ 

Line Item fuJQg~ 

,!Note 1) 

fi 

Acturu. I nSl.ligihlJ;;. lliUU!!2!?O r ted 

Salaries 
Program Activities 

Sub-'I'otal 

To ta 1. 

27 

59,500 
7G,OOO 

1:l:l,500 

222,500 

~ 

G4,500 
00,935 

J5:l,43~; 

153,435 

~ .~ 

o o 

o o 

I 



---------------------------_ .. ,,'----------

Financial Audit of 
Horticulture Exporters Improvement Association (HEIA) 

t t 

USAID/Egypt Grant Agreement No. 263-G-00-99-00010-00 
For the Period December 21, 1998 Through September 30, 2000 

Note 1: 

Note 2: 

Notes to the Cost Sharing Schedule 

Budget 

The column labeled "Budget" includes USAID/Egypt's 
approved budget in accordance with the most recent 
budget amendment of the Grant Agreement as of 
Sep1:ember 30, 2000. These amounts have been 
reported in the cost sharing schedule for 
presentation purposes only. 

Unsupported Costs 

Based on documents and clarifications provided to 
us by HEIA's management subsequent to the issuance 
of the draft report with respect to the required 
in-kind contribution (Salaries), this finding is 
not included in our final report. 
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HOR"""'Tr~'7 T~;::;.') ""''-T.l'';J-:- "'.-PJ'OV'1:'!'vIE"'T "SSOCI"TIO'" .., J..l ........ U·· ... vJ. .... -\A.J:·~\,..:..\.J.\')ll".!. .. '\. ,L, j.,..""\ _""\. ~, 

Pl'!ANCiAL ST '!.TF.:VjEi'~TS TOGETHER \VlTH AUDITORS' REPORT 
:,0;', OJ ;i::: ':'TA.K ::.r~D'· D DECEMBER 31. 1999 



? 0 5c.~ :?C::·5 
'::::;: :,;:::: 

To [he ivle;nbers or 

ieh!:l<1Qne: (02)jgl-i299 
(C2JJ957J 12 

F(lCSHmle 1021J9]94JO 

c·r.-:all I.lS:1C1wkl@ms:-.aWk.lco:':1 

WW\·, msnav'kl C:Jm 

Tr;)ns!~t!on or ;:wditOi3' reQ.QQ 

u~i,,;~:i!v issued in c)nbic 

HOii.icul tur::li- .E.'~pon I ~;r() ve~I!:,;:~ :\S30ci:.~ion 

We h<:ve D.Udited the r!!;::;:i~i ;,:llC::le::ts ot' the Horticultur:ll Export Improvement 
.. " . .." , '" D " 1 10 99 h . .:l.SSOCl:J.tlOl'., \VulCit cl1m~;-;:)e ~:le ::2.I:::-,C~ sn~~t uS Ot I e~·ern!Jer J . " • t e statements 

()f ie\·enL!:: and e::?~r:d~:.;..:.re ::,['";2; ;~,:~q;ts :.2.nd disbu~se:nents tor the ye:J.r end~d 
Decer110er J I. 1999. 

\i':e con(hlc~ed au:- :;UG;: 

li~ht of go\"~ming. 12.\\.'5. 

;_. __ ' '''0'' 1·1_·,_ .. _·' --I r ." .\ d'" d' ,;: :1(:cO, ..... ...:;I'_'- \vll,! "~I'.' ... II,u.dOII<.1 ..::otCJ.nC2fl:.$ on r U Idng an tn 

Thos'-~ s~::j{'::rds re(]uire th8.1: we r)lnn and oerform the audit to , I ' . 

obtain reJ.sonJble aSStir:;iC:: ~t~!~:t \\·hcl.!1cr the tinancia! statements -;J.re free of material 
inisst~teii1ent. An Qi..!ciit i:1Cluc'2S C.\o.ii1iiiin~~ on a test basis. ::!vid::nce supporting the 
Jfnounts :lnc disclosures in the il:-I;l:,:::,~ stZl(~men~s. An Judie also includes ;!ssessing the 
')"''''ounoii1o --; ....... ;nl"s "s"'--! ..... ...; ,;Op;I";C ...... · "'S·:'11·'t"5 I""C'(> ~\' r"':1 ... .,(l'PrT!"'n t :)'" \vell 0< ....... -.... 11..1.,: 1'1111 .... , ... '- ....... '- .... ::'- w;::-'''l~ .. d~l \,;, l:t ~\.... .1~1 _ v. IIH . .;." ... ::: ... lol ...... ~. t.:.~ • '-'_ 

e\·~lu(lting the over::.li [i~;:i1ci~~' S(2.tc:nents piescn[~tion. \Ve be!ieve that our audit 
-"ov:·lps 0 rp-sol'ohl., "00:< "0- C'·- 01);";01" !il lu ... f.. ""...:, ! ... u ..... Li ...... ,_ ,,,,I · .. 11 _.,,1:,,' I. 

I ~ ou" U:--';lll'on tilt:>- i~:'·~;I;"": ..... i ":':~;'''''I1-''\lS rc~·e"r.·"i LU" CC"O\'~ ~'-~S"!"1r ',"'1'_,1'/ 'In "111-, ·,tr·"::1i ., ':-'1. • '- .,01,-. "' ...... _._._. ,_". ., _.... ... '-!-- ........ ". u .,. 1.0 I~ .... 11<..:.. 

rps,",p"ts· thp ~~I~'nc;'1 no-:';"'''' ,..,.~.;~p. !,r""·;"'l·j"l,-... I r.,"~c- 1'-~r~I·.:>.....,.:> ... r /I ,-oc'lotion"s 0;-'- :-'-'- ....... ! .H":' •• ,~ t- ':;tl:V11 ,.:1 l",- .l\ ... ,'.:'-~.~ .:<.-. _.,:1 ,-.. II:'!:-- v:'-Il, .... " ... '""'1. ... .::: u.. u. \' 

Decembe: 31. ! 999. [he r-~su\~s or' i_ts cf..'~r;:Hions. reCCt~(s and disbursements for the YC:J.f 
then ended in confor~i[y with E~yp,i~n AccolllHing Stant.breis to the extent issued and 
\\'ith International ACCOUii~iJg S[Jr;QJ.rcs. oth~n\'tse. 

C:liro. Me! 25, 2000 

Auditor 

>f 



T~r.siatici1 of fin~']cial s: .. :H~mc~:s 
Nigir.Jllv issue~ in . .!.;J.~ic 

HOf<T1Cl.'L Tl~-'.~J EX?O"T lc-f?RO\'nlENT ASSOCIATION 
B . .i.U·.\C:. ShE E, . .!.5 OF 0 ECE\IBER 31. 1999 

ASS::TS 
~h:ed .-\s~~~s 

:='''::7.;~u',! unc office e~!.!!;:r.-.·~:-.~ 

C~;-:-.;:ti1.:::-:;' ~r:.c ::!e:::'iC:!.! '!~;;;:::::-.:.::: 

\':':!~.:~:-::s 

Less: 
A::-':;'7'.u::!.~ec c:;:,:c:Jtic:i 
N~~ ::'ook V o:!l UZ! 

CU:-i~;1t AS5e~s 

?ie~o:!:d ex?e~s'!s 

Je~C5;~ wirh ache:-s 
7;~;e d"!;:csit3-Eg:ipc:;!n ?(n.:;-,·:~ 

7i:7.: d'!~csits-US Dollars 
3:!.::k C'';:7::-;~ ac~c:.!~l-Egy:;~i:.:-: ~:~:-.j~ 
~:!.;~k c:.::-:-e:;t .a::o!.!nt-LS DO;:::5 
Tot:!: Currant Asse~s 

1990 

.... -:.!.;:o 

50.GOO 

515.61~ 

(153.00;) 
; 5S6! 1 

!.S':2 
!O.I':~ 

! 7.5 l~ 
16!.319 
S7S.9:.!5 

! 69.909 
192.55; 
50.000 
31_'"120 

444,186 

(8 UO~l 
362.88 ! 

~.9S7 

3.500 
~03, i i~ 

2. t32 
16.950 

.. Ol"e" Assets 

... 

- . , .. 
.::.s~~c:us~::!.ent cx.~e!1ses" 

CCiI.?ute, pi0g;<l~S 
S-::'!;-':lflc bocKs 

TD~.:li O=;;~r As.scts 
Less: 

TO~:li A53e~s 

io) 

ASSOCI.-:\. TIOS FUND A;--iD"CC:;R:::-'-T i....L\ r;~L!7i ES 
R:~:lii1;:d su~ius 

C:.:r.e:H yeJ.r sUQius 

Cu;;'!nt Liabilities 
J::i:..:::icn from E::-.;:do:,:~s 

Gra:1ts r:!c::!:ved in acvance 

Tot::l1 Association fund and C~r~~:-:~ U::!biliti~s 

. T:-:: Jc:om?~'lyi:1g nct:s ar: ~1 ir.t:~:'l! pa.--: cf these f!n:..'1C:::!.! s::!t::7:.::1'.3. 
Audi~or.s' r:~on ar:ach.:d. 

Auditor 

ss.so~ 

1.175 
,_ noo 

1:8.971 

-: (It)" h' , 
"-r-' 

"55..5 SqO 
" t.~fS.:3..! 

16.35? 
~66.:7: 

136.089 
, I" • I ~ 
! - ~"!- .... 

ili.SiG 
2,096.613 
=== 

13.115 
I.l i5 

3~.OOO 
- ...... ,., ... 
)~ • .:.::'.!. 

flO.S5;;) 
42.~}6 

s-:r; Q.fu'1 

'757,::83 
65.361 

822.7"':':: 

8.516 

4.300 
13J 16 

836.060 

Chairman 



----------------------------------------~-------------

TrcnsiJlion of financial statements 
orieinallv issued in Arabic 

EORTICc:LH'?,AL ~\PORT I:'lrROVDIE",T . .i.SSOCIATION 
51.-\ T?:'.lG;T 0;' ;:;';::';:;::-;].:1"' .-'.:"D EXPEI'iDlTURES 

CO:<. TH;:: Y;:"~.rz C,;i)ED \i;':C:"lBER 31.1999 
; .. -\-8Jt.;'E5 .\:'': ~:-:;~;-·:~S'!:! ::1 Eg:':~:Hi~ln Pounds) 

rv[~r.lb~:3hlP f:!~s 

AnnuD,! £ubsc:i9~ic;: 
Dor...::.ucr.s 
Grants 
Int~:-est iilco~e 

TCHal RcvC::1uC 

EXPENDfTURES 

Salari es :md wilges 

Re::t 
iJepre::ic.·:io i"i 

T r~ .... e! -:xc~n.s~s 
C;:;Sl of infor.T.2::C:! r.n.::iisl:i:-.g 
Qu,"!';r-" C ..... ,...···""I'I ~~·~.:>,....S"" ... 1 •• : VI.~'V "":-'''"'' _..l 

T i"ilining expenses 
Profession:!1 fc~s 

Total Expe:lses and Oth~~ Cll~~~S 

Current Ye~r Surplus 

LTO:>::SUf"''' 
.;,shd,{ El-Selt2.gl 

147.000 
105.761 
93AOO 

1.29\.550 
43.238 

2S.081 
--------.---
1.719.0S2 
--------.---

( -\66.397) 
(I) (] 16.032) 

l31,~iO) . 
(91.209) 

1323.338) 
\2.377) . 

(:9.319) . 
( 11.109) 
(11.991) 

(1,163,092) 

555,990 
=== 

Chainnan 
Abdo[:Ibrahim 

[R'lt01 

199B 

119.000 
65.563 

306.916 
25.267 
17.000 

-------.--
533. 7 ~6. 
-_.----".--

(252.874) 
( " 87-) )0 .• ) 

(d2.000) 
(i4.380) 

( 45.306) 

(468,385) 

65,361 
== 



.... 

"'" 

li::!r1si;:!tion of fina.'1c::d sta!~:;-:e:1;S 

orieinai!v issced ira . .ol.:zbic 

HORTICrI.Tl.:" .. \l. [:\],0,,1 ~0i?R()VEiilt:"n ASSOCIATION 
5T.-\ j :,:·i:::'·;-;- 0:- :;;.:C:::,?! S .-'..:"i) DIStll:R5EiI!E:'lT5 

fOR lEE YL-\R E\f);::S!\ DECE;l.lflER 31. 1999 

Add: 
n.cccints 

Me:7i.OeiShip f~~s 
Aiu'U;l[ st!cscri;:Hio~ 

Don;:!cions 
CZ!sh gri!:its 
Inte:-~sl incor:-.e 
Usef:~~t ir.C::)[:1~ , 
SubscripttoGS coi!::::~:! ~:; :'(';:.-.::~: 
Othe;- revenue 
Pre~<lid dO~<ltiocs 
Advililce p:ly~e:-,i frcrr. i7l~:-:::e~s 

Less: 
Disbursem ems 

?ur::~<lse of f!x~:': :sse:s 
P:e~;!!Q expe:--.s::s 
G.;o."""!","'I ~r.;"""';";s·~"'~~··'" ":,\-""'S"''' ... :""(~ .-.I,C'~ ,.:.. .. ~~~s .... _.1.. .. __ .L ..... _ 1.. __ .'''' ... :-......... .l .... 1_ ..I\~.~ • .... , .... ;:_ 

CQ2;mte:- ;:-rog:-:.:::s 
De;;csits with Qt~e:-s 

C:lSn b<l[a."lce at ye2.: e:lG 

I ~ 7.000 
100.962 
9SAOO 

1.291.550 
~S_238 

2.525 
~S.OS2 

- ...... j-j 
~~OO._I_ 

136.089 

2.69\ A2l 

(72A27) 
(~_S~:) 

{91 L~2GJ 
(75.679) 

( - ~ "j 
'--'-" 1-

(1.071,609) 

\.619.815 
== 

Chairman 
Abdo Jorahim 
til; <J ... 1{ 
1.,1 \.; , 

J 

1993 

2S2.531 

It9,000 
65.563 

306.916 

17.000 
4.800 

81 LOS3 

(4.987) 
(393.S40) 

(398.82/) 

4 



orieinJliv issued in Arabic 

HORTiCliL TV,\..:" t ~XPORT ITll?R.OVB!Ei'iT ASSOCIATION 
"OTES TO i ;-lE fI"iA:iCI.;L STATDIE:'iTS 
F02 T:-i>.: YE:..R t."iDED DSCEi\IBER 31. 1999 

The HOri.icu!~ur;::.[ [;-.;:o\"\ r :7lp~o\'~;-:;~::t Associ:ltion was established on Novemb~r 
, [90 6. 'nu: -··:..,·,i ... :.~,,·: l'-"-:"~ ~<"-~:'''r 1'1"'1-, ,c'o:-ri-,·no·o loe l"\" "'0 J'l 'or [0 0" I, ~ '"' :--U~ .... ".'-_ .. J ...... , L ........ '- • __ • _ ...... ,I..: '::::- l " ... v . _ I' ~ "+ 

, 

c. 

c . 

• > ,. 

g. 

:.:--- ,-..-: ...I,...,. 1,... .... _,.. ... • _",,..1 t> ... ' • -.,'" <> 
.... i.. ..... ·,1-.""c 1.... • • c ..... :-.;,~_.~, -.:."...:, ... .:.f • .:J.ncmg r ... rnllY [llCOITh ... 

Lac:.! cCi;::nunlti~s d·:!ve/0pii ... ern· 

I. ti7lprOV'.ng: ci~ve!opi;-lg and ennJncing the qU;:l(ity of production and 
mo.:ke~i~g l:o;::ict.dt:.l:JI- pi"cdu~[S. Opening i1ew.export markets and 
iri>:;~o\·ir:.z e:-:is:.tr:{! CI,~S. Oi~aii.iz~n!2: and aerfcrrnio2:- in(~gration in (he 
tie~d of ~;-cd:..::~ic.;. qt!.::.i:cy -COr:~IO~ circ:~t:r.ion e~i=~r.. ~:J.rk~ting J.~d 
.1., ... "'-"'C'I:~-;''''- c~·:... ..... -:.-,,!r·l"":'IJ -rod"cO' l; ....... '.1. ..... _ .... ,'-':. L. Ll\"·\~L ... :"'I~1,,01(; •• ~ ,.;:..::.. 

1_. S:I:'"Ir-'I":-;C' ""::-'i~'lC"''''": ..,..,,..r ,.:>... -.... ',L 1"1"" 'c [ ::l 1· ... •·1nO ona' ~':'':' : u.= ............. 1,,0 ",,_ ... 11 ........... POL· ..... S \V!UI ....... nnl J, mu.rl\.,., :;, ..... 

. e:{~o;-ti·:-~g d;l~:' alta i:1forffiiltlc;J needed co perform those activities. 
COilau:t;.:;g s:::emifi:. te:::h..'1ic:lI r:md marketing researches and studies. 
Publishing brocnur'es, which assist the association to achieve its 
objectives, i:1 co-operation with universities. specialized reseo.rch 
C::::1ter3 a..'1d othe:- sci~~.ttfic and foreign pa.~i:::s. Communicating and 
co,o~e~c,i~,g "';ith [oc~1 Gnd fo,e:gn parties to obtain information which 
bei!eD~~ :he Z!.ssoci:!:io~'s m!:r~bers ilccor"ciing co the governing rules. 
""d reg'"1atic"s Gfl~, :h~ approval of the s~eciiied authority. 

3. provICtng su::plles, production needs, circubtion services, packing, 
quality c();:.trol, marketing, exporting, cooling storage, guiding, training' 
and other related information which leads to the development of 
agricultural e;"(pons. 

5 



2. 

~ n~·':!S3~n;. :.cco:-dir.!! to (h~ ~soci:l{ion '5 S[3Cut~S. :!.old t:l..tcing C3re of . . - -
t;,'! i:'i~:::C~::; rig~~;:3 ::!.r.d (;":ii rebrior.s \virh other panies, holding a.110 
o:5~.niZ:;:1g c~:m~-:.::::-:~c,;~. s~:;}ii1::..rs. lc':tures wId -workshops to giv~ ~ 
c~a~c~ ;:0 d13Cl,;33 posit!v: iesults and prob!e:ns rdared [Q the 
d~"~~o:::7\~;:t aria pro\.! !..:::: . .} n of Egypri:ln hc~icultu.al .expor'.s: in 
a-:'.:iitivil ~o hcicir:g J.i:C cr;1..1i2:ii1g {he ~:-;::,!ning ~1d educational courses 
tv i;rlp.~-o\·: t::cr2Gi1~d s~ii!s ;:i:.~ ir.Ci~~se efficiency. 

6. L!Si~g ;~:~:--,od.s. ~:-:::suc:icr:s. picduction. circubcion. marketing J.i1C 
r..;:ilt.:;~'::',,!ji::g :0C'~5. ',':;',;(;; ~,: c:~':ircru"7'.e:lt friendly ::lnd proEcc(in:; 
e!iVi:c::m~~t L:'C'iii ~oUu~ion <:!ccorGing 1O imerilati-onal specific:li:ions. 

S!G;--i!i-TC.\0'T .:.CCGUi'!!";:; i>Or..;CiES 

,.; summ;: . ..-y cf tho:! :l;:::oi.i:i~i;~~ poii~i~s ;lP9iied consistently rhroughout the c:..;r~e=-:~ 
o.:td cOI71pai'::nive ye:.:s :5 :s Coilc'.lis: -

-"1- - ~--UI1'- 1'-'''''' h ........ - ... - ....... --,..,..: t...._.J ..... Lo. l's'o"c-I cos· co· .... :··., ... ·:o-1::::: <.! ....... ,'",;" .. ~ ....... "'" v __ .! :--, .... "....:.." .. _ ........ c.s·_'J. 0" lil'- 11 l II"!. \ •• __ .a,.! 
~e(hoG iii z,c;:crd:.r:c::: with T!:~ Egyp~iZ!ii AC:ouiiting SC:lndards on an aC::1lfli 

.. b2.sis. 

-l1li 

• 
c. 

-.,.. 

-1 ,'l~ . .1.$::;,""'1.-.' •. :-':.'.-'-.-,.$ ~··"""·:i'~.,l ·,·,:1 rn:""·o··, ....... c·,--_ ... ..,c·· is ·he r-~v-r[j .... ,.. :-:ou~<.! .. __ _ u _ 1 ...... _'.VI._ .... 1,_ ..... :-- 1\ ": _,',-II:' lot -:1:-' ....... ~ .'. 

Tr:l~s~c~iOi".:3 i~ t'o rei g.:-. CU~~~:lC;'!s ~i~ ti~ns[J.led to Egypri~n pounds :It J. 

t-,v"'r1 -"t' ......... i r: ~ ..1!"',' = {Fe:: "I .;l ~ \,,.":~_,,,..,r! -on""!1 ........ 5":;:""'5 ond li~biiit; .. ~ .\. ___ ..... , _":'" __ . ~ ..... _ ....... _ ...... _ .. 1_. II. ..... ...... I,y 1.0 .... _. < • .a _ .-_ 

de:1emi:::~e::i i:: i"o:eign c'...::-~~~c:es ~:'! tra:1s1at~~ to Egyptiarl poun6 at the 
~. ." - . 

S2..r:1e rl:'~~;: :-:~~ ....:3e: Q~;-:~g ~:JC: y~:.~_ 

Fixed ~sets 2.i~ S~~~~-: {:i ~l~~i.Ciical COSi: IL.d ;lfe depre::iateci usmg the 
straight-!ir;e i.l:d"!G':i O':~: :he:r "!s~;:7i2.t'!d useful lives. using the fenowing 
ra~=s: 

-.' ... - . 
rt..:.~ltur'! :""'1G C~:~:::! e~:.:::~~:-:: 

Compute:s at"ld ·:!e::tric~J :qui;:·:..e~! 
Vehide:; 
Fixtures Clnd Ertings 

Deore~iation Rate 

10% 
20% 
20% 
20% 
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_________________________ 'w_ •• ,,_. _______ _ 

d. Oth~r Assets 

e, 

Othe::- :lSse:~s :~~ s~:::..u:~ ~t co~t ~:lj ;)j~ de?r~c;J.ie:d using the straight-line 
meLl;od, UStLlg t~~~ :-olicwi::g rZ:t~:;: 

Scie:1~if!c coc~s 

Use:'~Jct 

.'Hemoe,-.riIin Fe~.:.'i 

AJ:nur.{ SI:hsciir;io!1.'i 

200/0 
50 ~/O 

20 ~/O 

in tbe a!'nounts paid by members on 

AI~j;U:ll s~lbsc~iptiorl.s J.:~ r~corckd when collected from "members. 

GrallfS 

Gr::.n~s 2.re r:::;Jr~ser'.ted in ~he o.mounts obtaiiied by the Association from 
the lRor;co) ,'\g:i·:;,:ltud T~chnology Transfer Project - Ministry of 
.\ -·:-11'- 1-0 "., "~::"t-"; .. ' ... ,.. .. ""1 ,..,'" . "'d r: the e 'od .-':~I~,-I~U .... - .... 5 .... I~:_lt"":' o~ ... '-~U .... eXl"' ... ~ses mcurr .... or I p n 
[rom la~t:::ry I. ! 999 to t\l::rc~ :; I. 1999 and from USAID from April 
1. 1999 ~o C!.!:~:::t~r J 1, I Sl99. 

0, USEFRUCT 

-I. CREDITORS 

.A....'11e:1can Express 
Tnomas Cook 
Advanced subscriptior. 
Sundry Creditors 
Due to Tax Authority 

111.946 
8.554 
2.525 

25,131 
993 

149.149 

4,800 

4,800 
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5. TAX POSITIO~ 

G. 

I. 

3. 

,Accordi~g to la'.'! No. :2 of 1904, :.s a.r:1~:1di!d by Law No. 153 of 1999. the 
Associ~tion is ~x~:7".;:::ed f;c::: :2H t~:~es of ~~·<es. 

The ASS0C;::tior;. did nGt ::::~: ',.;i'.,:~l~~:::::: ;:;-... "1:.!Ji SilVSC;-;;Hion ;!r11ot!n~~;;g to 

lE 33.688. 

Oil. .:!..pril 19.2000. the AS:;0c:atloil \';':!Z lego!!y_ i~-:orpor2.ted according to Law No. 
lS} for 1999 for ,:l .. ssociai.icr,s :.nG Lot.::!i c.-:.ceQr:ses. 

COMPARATIVE FIGuRES 

presentation . 

. 8 



-","-'-,LYSIS ())O G:::"t.R.·\L .-,;\i) AD\l1:-iISTRATlVE EXPENSES 
FROc.j J!.\T.'.j.:<Y I. !'l'.'" TIL! DF.CE~I13ER 31. 1999 

15.217 5.864 

Stationc;y 17,012 6,713 

Advertising 10,750 

14.002 7,972 

Car re:1to.l IS.122 

Eie:~i"icity 6,S37 5,277 

Car expenses 8,969 3,640 

475 309 

tvleeur.g3 expe~ses ! 5,J93 3,060 

1,832 

585 1,807 

Audit F~:s 3,000 3,000 

2.435 3,263 

.... "'Q-

.!.,J u I 799 

T rZL"1spo~Zl.tion 1,023 1,371 

T iJ..ining expe~ses 2,420 

Subscription 6,323 

116,032 53,825 
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APPENDIX II 
MANAGEMENT COMMENTS 



HORTiCULTURAL EXPORT IMPROVEMENT ASSOCIATION 

Mr. Thomas L. j\blone 

Partner 

KP!',,:IG E::.ze:7l h2.SS2.:1 

May 14, :2001 

Dear Mr. Malone 

conce:-u.i.:1g fi!janciaI audit of Hor;:ic!!lture Exp0ri: improve~e:1t Association - EELA... gra. .... t 

agree~e:1i: #. 263·G-OO-99-000! 0-04 for lhe pe:iod froral Decemb~r 21. 1998" d::ough 

S t"'T"!'1""''' ~O "'000 PI~':l "':.- d:'" ""'" ...... .. .;. ~ d .: - !l1 ... ~ • I·:;"· :' i' 'P ... "","': e? ...... ~o ........ ,_ ........ 2.5 ... lln ue .... _:lG ..... QUt not ... s _'1' aC .. LOU ( .......... _1., QU ... l.~Si.. OJ. all \\ ... n __ ...:. 

to explain a few thiz1gS to give a be:t~: unders\?.tiding of the HEL.;. situation e:1te:i.ng into t.~e 

audit. 

in July 2000, the E:=:1.4o. board of dire':tors oec~e conce::1~a tnar its rna!'I2.geille::~ ar:c. 

ac:ou.n.ting te:!.rn was not prope:ly ma. .... 2.ging the g:a."'!t funds. A decision was made to r~?Iace 

New inre:"41a! concrots a.'1d proc~d.l.lreS we:-: introdu:ed iGh"7!.e:.:ii.:Hely. \lihen KPlvfG a!.!di~Qrs 

s~arted L1eir work in EEL-\ for t..1e period me:lCion>!d above, 6e only exception found for tl:e 

period from July 2000 th'O'.lgh Se?te:noe, 2000 was an amou;1t of lOG?! 17. r::?rese:::~"lg a 

business din..."1er. Vie issued. a check [0 rettl.;.-:1 rr..a[ a."':lOUllt [0 USAlD i;nmediardy. The f.lH 

amount w~ re~mec. to rnake it de~ th::.: we 2:e re:ldy to correct a..f'ly errors that r::ay be 

uncovered. It also inciic::ltes 'L.~ar ou: new rnanage:ne:lc and accoWlting team have insti~ted 

siQ!lificantiv imoroved contr"ols a11d oroce:.:iures .. Tne remainde: of this leaer shouid t..'"ldicare - ~. . . 

that we are aware of many of the problems created by the previous team, and that we are . 

determined to correct any errors that your auditors have identified. 

r':'''l\!·:\..~ n"r'A':~) .. - ;~I-.:. . "1 n-L-.... ...... _tJL-...:.TT 

n, Syria St.. Mohandse~n. Gi:a. E;Yill' Tel.; (2:0~l33aJOao. Fax: (202) 3381940' e-r..ad:heQ@beia.~ 

t/( 



1. Administration Expenses 

a) Aft~r checking th~ a.mount of USS575 equiVJk~t to EG? 1.955 r~presenting sales ta."(~s. 

which was bilkd to US.~.ID in er:or, we discussed th~ maner with your auditors. 

explaining that th~ corr~Ct a;:lOunt is USS571 equivalent to EGPI,940.58. We issued 

check #. 1.+3l93 i from th~ HEL.l.. car.k ac:oun'[ in (he l'v[isr ,.:l.merica Interu.ation.J.! Bn.nk 

payable to United States Ag~::cy for Imer:1J.tior.::!.I Development for the amoum of 

EGPI.940,58 (CO?:' a::achd) 

0) After checking t~~ a:nour,[ ot' CSS291 equivalent to EGP989 representing refreshment 

expenses that \V2.S billed to LSAID iD ei7or. ~V'>!: found thaT the a.rnounf is correct. And we 

issued check;; 1431932 from the HEIA b,"lk account in the Misr America International 

Bank paY'able to Coited States Age:1cy for lnte!71ational D~velopment for the amount of 

EGP988.35 (copy ar.ached). 

c) After checking the amount of USS I ,009 equivale~t to EGP3,431 representmg excess 

cna:ging for aciminis.ti":J.tiqn. ex?~nses we. sho\.ved _the supporting' documents for this 

amount to KPMG auditors. 

2. Program Activities 

Afte: cheoking the a.-nount of USS I,! 87 equivalent to EGP4,036 representing excess 

charge.s for prog:a:n acti~·ity expense:s, the documents supporting- this amount were 

misfile dUr1ng the ~udit. Howe':er~ subsequenc to the audit. these documenrs were located 

and submirred to KP~jG. 

:;. Obser;atior.a1 Travel 

V/iL~ respe::~ to k1e tssue of lodgi~g a."1d per di!:TI in the 2..Sou.m of USS3;038, we have all 

required documentation to show the employe~ did travel as claimed. The traveler certified 

that he had lost the hotel receipts. but we have an advance reconciliation showing that the 

amount advanced was fully expencd. 

4. Commodities 

.A..fter checking the amount of USS892 equivalent to EGPJ,033 representing sales taxes that 

was billd to US/ill) in error, we fOLL"ld that the amount is correct. We issued check #. 

1431930 from the HElA bank account in the Misr America lritemational Bank payable to 

United States Agency for lriternational Development for the amount of EGP3,031.90 (copy 

attached). 

2 
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5. fT-SOO Air (ieKe,s 

y,';l.·th r·_s.:"',.,. ..... _·, t' t',.'_ j :sS'_,091 ~.,.n .... s"".,t:~('J :l;~ r; ~I ... ( "" ....... ~ .... ~.,...::: :'n;s 'IS L,P t:-av&ol "xne"'s' r-o-
...,1.., v "-' _ ..... : ............. hH.: ........ \,..::-.._ ..... ,,!"''-,._- .... ,... -~... ...... l-" ''; '- ~ 

the observational t:-:!.ve~ discussed previousl-: in ire:n 3. Obs~r\;;!tional Travel. We have i!ll 

the suppo~ing dOC;.l:ne~is sno'.ving thai: the ticke~ \Vi!S pU:~::1.Sed, and issued by .A. ... n.eric~.Il 

... I' , .'. r- "J express Trav!. an.:. ~r;.2.t p::lyr.:em \\'2.$ l7.3.ce i.e' ;l .... "7:.e:1C::!.l1 express cirect.y. \Ve also he. \Ie th~ 

employee' 5 trip re;:o:t. 

Internal Controls 

1. Commingling of US AID Funds wi,h non USAID Funds 

The grant agreement was signed and bec:lm-e effective on De:e~ber 21.1998. Howeve:. t.~e 

first rra.'1che of BJncs was nO{ coile::ed until Jt:."le 13, 1999. During those months HEL'. h:!d 

to pay all expe~ses tom its ow~ b2r~~ aC:::Ot!::~. i,.'.rne:: the lJS.;lJD \.vas finally coHec~!!d it \V2,S 

deposi~ed into -a sp~::ia1 US . .:.JD accour1t. 

Becal!Se -of the .delay in receivin.g grant fl.lridi::g HE!A mad.~ pa~·i7lents from its OV .. 11 account. 
resulting in commingling. b addition. EE:.A. e;'7lplo~:ees on il few oc::asio~ m!s~;l.!..::e:1!Y 

deposited tiEL.:\. f~nds into the USAiD ClC~Ot!nt. \Ve h~ve no\V completed a de~aiied 

reconciliation of aU accounrs to correct L'1e ca!a:."1ce repol.ed in the fund accountabilir:v' 
Stateme:lt as of September 30, 2000. 

In addition. we ",viIi a?p!y the sa:ne procedure to all ~ra:~actions since Sept~mber 30, 2000 
<Lid fro~ now will assu:-e tha~ no fu~her cor.ll~:ngijng occurs~ 

2. Requesting Advance from USAID 

aeVCL'1.CeS to be reques:e~ fro~ USAID. i;..·r.e:: \Ve b~:::.l71e ~\\·J.!"e ttl:!t the exte:!Sion of O~ 

grant \vould be de!2.::~d for three months, we re::l.!:~d cur r2.~e of expenditures. In oui.er words 

we made only the. ve-:y urgent expendirures, de!:lying less iwpol.:3Il[ expenditures to a.'1othe~ 

period. Vole did not \VarH to re:!.ch 0. point of s~o?ping our activities for lack of fu..ruis. As :l 

result, as of Se?te::-~be: 30, 2000 EELA. hud ~ arnolU1t of USS222,267.58 represe::Hing 2...'1 

advance for ttle period of October I, 2000 thzm..:gh De::e:nbe:- : 1, 2000. Tnis a:nou..'1t v..c.s pan 

of the a:nOL:nt tJSS278,099.10 requested f~o::: US.-'-.!D on J!.!1y 14.2000, and re~eived on 

August 20, 2000,and colle:ted oy the bank en Se;:>rember 15,2000 (26 days to colle~t it). It 

would have bee:! impossible to spendUSS278,099.l0 in fineen days. Since we were informed' 

that t.'le exte:LSion would not be signed in less uian three months we instiMed a program to 

slow down expenditures as much as possible in order to keep our programs operating. After 



reques, an adva..~ce from the CSAlD. 

Compli:lnce with/l.g:reement Terms. Applicable L:lwS & Regulations 

1. Cost Sh2.[i:Jg Cont~ibutions 

First, HErA COSl sharing' in the gr8..&-:t agie~-r:-;e~t n~ber 263-G-OO-OOOIO-04 is divided into 

two par..s~ in--kir.d cantri:'ution and C2.Sh con~~:ol!tlon. For the luditing period from December 

21. 1998 through Se:Jte::;ber :;0. 2000 we over achieved our cost sharing in the in-kind 

contriourion in line items, for salaries undO program activities. Salaries were budgeted for 

USS59,500 und ',\,e over achieved this amount by USS5,000. KPMG auditors asked for more 

supporting document for this line item according to the draft report and we submirred a copy 

to them. Tne docurnents were' acc:!?ted after t~e dra~ audic report. Program activities \ve~e 

budgeted for USS76,000. We over achieved this amount by USSI2,935. - , 

With respect to Cash Contcibution the sala..: line ite:n, was budgeted for the amount of 

ussn,loo. We achieved the amOtL'1[. of USS21 ,23 I and the amount remaining is USS I ,769 

only 8% underthe budgeL Fur-~lermore, we have already achieved the amountofUSSl3,958 

as of April 30, 2001, meaning that we over achieve the budget by USS12,189 during from 

September 30, 2000 until tbe date. 

An~r the pe~iod ending SC::Jter;',oer 30. "'000 \Ve have over achieved the cash contribution in 

the program. advities line item. which was buci£e,ed for the amount of USS55,OOO. We 

exceeded that amount by USS i 6,69 t. For the observational travel it was budgeted for the 

a.,rnount of USS32.000 aI1G we achieved the 3.:..':lot.!.r::c of USS25,426 L1e 2...'Tlount remaining is 

USS6,574. which is 21%. We fully expe~t to over achieve that amount by the e::d of the 

grant. 

In SUI11..&'1larv. we over achieved. in cash con~-ibuticr.s from the bud.geted amou..rlt by 120% and 

in the in-kind contribution by 113%, as of April 30, 2001 We are coniicentthat in the time 

remaining before September 30, 200 I we will continue to overachieve in contributions. 

. ... 

..... 



In this iinCing, KP:V1G addresses "vo issues: aj cOITu:1ingling oerwe<:l USAlD fu .... ds and noo-

USt1JD fi':':iC.S. Tn!s poim W:!S cis;:ussed in tr:! rnt!~~l Con~ro's section point nurnoe:- l.ane 

bJ COITh"i~g!ing oe .. .veen USi..!D funds for FT-800 and US AID r.mcs for the grant agreemen: 

number 263-G-OO-00010-0<!. Tn:s ru!lC was in Egypt:a."1 Pounds. Check number 114872S 

issued from HEI..lJUSAID b<l:1..~ a~::Ou:H in ~riSi . .<l.-m~:ica Int~:-nar!onal Ba!lk for the amount 

ofEG?30.SI4.10 C::!.~ed F-ebnl2.~" 25. 200i payable co United Stares Age:1cy [Oi ImernaEion:!t 

Developrr.e:1t solved this ::om~i~glii!g. H~:-e is ~he ,~~on for this cO:Tl~-ning!ing. NOrITia.!Iy v...·e 

transfer the a."7lount of money i1~e::ie~. to cover ou!" ex~enses for a c:::ain period from 'L~e USS 

accoum to me EG? However but why tr~f1Sfel dollars whee \Ve h::.ve Egyp[ian PO~'1ds from 

the FT - 800 in the ac:::ounr. .4....'1d the donor is the sarn':!. The gra.'1t agreemem did not res~-ic~ 

transfers from USS accollnt to EGP account \Ve spent our ex?el!ses 'from this fund to save 

l~e dollar to another. ?e:iod when the dollar excna.~ge rate could be higher. Our desire "-'as to 

save this C:iffe~e:1ce. In ~te e:lq the saving wo~Id aCCi"Ue to-LISAID. 

3. Using; Non-interesl BeariI!£ Account for Advances - - - -

In De:::ember 20.0.0. \Ve started. to solve this issue. Because our ba.~.k had no i..n.terest bea.-in.g 

accoums, we r~solved tJ.1.\! issue by ma..!cing a saving time deposit. Tne interest rate for a time 

deposit is high.e~ tha...l1 an inte:est ce:!:lng accoUo·1t. \Ve did tI.1e same for FY 2001 

Cost Sharing 

& Regul~~ions" seetior!. 

Management Letter Comments 

A. Internal Contio! St.ucture: 

l. Lack ofInsur2D.ce Coverage over Fixed Assets 

We showed KPMG aud'tors thar we have already insured our fi.xed assets against thef" 

damage, fIre, etc. Tills happened in November 2000 mer l'le auditing period, i.e_ after-

September 2000. 

5 



HEIA has regularly done a fixed asset physical count at the end of our FY. Due to misfile for 

the fixed assets physical count of FY 1999. we have not been able to show it to KPMG, but 

we had it for FY 2000 as well as the fixed assets registered book for both FY 1999 & 2000. 

For the perry cash. physically we always de?osit the money in the bank before the FY end. 

And due to miss filing of the ?r.ysical CO'J.t1t, we were not able to show it to KPMG auditors. 

But they acce;ned the physical count of perry cash for December 2000 and March 2001. Now 

we are coing L.le physical COLL.'1~ monthly on random days. 

B. Compliance with USAID Rules and Regulations. 

Lack of US AID Logo over Fixed Assets and Printings . 

. ".s we noted before. we revie,,' our control and procedures from time (0 time to make sure 

that We comply with nE!A ime::.a! control procedures and USAlD regulations. During this 

period we asked USAlD to provide its logo so we could mark all fixed assets purch~ed from 

the USAID funds. Due to the lack of available logos in USAID, we were not able (0 mark all 

fixed assets. In April 2001 we finally received logos and marked our fixed assets. 

For the priming materials, we started putting the US.'lJD logo on our Ak..'lbarna biweekly 
'. 

newsle~e~ after we SC2JU1ed the logo. 

r believe the answe:s provided he:-e~n 3....'11ply address your audit comments. \Ve appreciate the 

patience and assistance of your ~uditors. It is our desire [Q assure that all USAlD regulations 

are fully imple:n~ntec! in the piocess of utilizing gra."1i: fuac.s for the be~efit of our members. 

Sincerely yours, 

!l 

t-: .'-" .. •• am d Kolaiy .' 
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APPENDIX III 
AUDITOR'S COMMENTS 



'1II!ZIq~ 

KPMG' Hazem Hassan 

AUDITOR'S COMMENTS 

?age t of 4 

Fund Accountability Statement-Questioned Costs 

Finding No. 1a 

3a.sed on ~he wa~ageme~t ~2S?OnSe ~~ovided to us 
s~::seC!uent 

th:!.s 
~o the issuance of our craft repo~t, we noted 

amount was subsequently refunded to the USAID. 
this finding is deemed to be resolved. The=efore, 

Finding No. 1b 

3ased on 
s!..!;:;sequent. 

this 
7herefore, 

t.he 
to the issuance of our dra£~ ~epor~, we ~G~ed 

amount was subseque~tly refunded to the 
this finding is deemed to be resolved. 

USAID. 

Finding No. 1c 

~~IA/s managemen~ provided us wit.h documents support.ing 
t.his 2...'tlount subsequent to t.he issuance of our d=af~ 
==?ort. Therefore, this questioned cost is not included 
in our final report. 

Finding No. 2 

~~=A's manageme~t provided us with documents suppor~ing 
subsequent to the issucnce 

The::-efo=-e, th~s questio~ed cos~ is net i~cluded 

Finc.ing No. 3 

Si.!bsequent 
:na:-.agement 

to the issuance of our draft re?o=t, projec~ 

provided us with ~he t=avel autho=izatio~ and 
=equest form, trip report, t=avel reimbursemene vouche= 
a~~ the check issued. ~oweVe=, they did not prOvide us 

-ene or~ginal hotel invoices. Therefore, ~his 

questioned cost is included in our final repc=e. 

Finding No. 4 

3ased on 
su~sequent 

thi.s 

the management response provided to us 
to the issuance of our drafe report, we noted 

amount was subsequently refunded to the USA~D. 
this finding is deemed cO be resolved. 



*!""'JI~ 

KP~G Ha:em Hassan AUDITOR'S COMMENTS 

Page 2 of 4 

Fund Accountability Stata~ent-Questioned Costs 

Finding No. 5 

Subseque!":t to the issuance of OU!:' d!"a!t report, 
of the 

projecc 
travel mar-,ageme::t provided us wit~ copies 

a":..lt.horiz=.:.ion 2:.:1d .:eque:s~ fo!:"m, trip report, travel 
reimbursement voucher and the check issued. However, they 
did not. p:.-ovide us with the original air ticket. 
Therefore, chis questioned cost is included in our final 

Internal Controls 

Finding No. 1 

3ased on documents and clafifications provided 'to us by 
management, we reviewed the reconciliation 

prepared by HElA's management for the USAID US Dollar, 
2gyptia~ Pound. and H2IA's- non-USAID bank accounts for the 
period ~overed by our audit. This reconciliation was 
p.r€pared based on "_~.ctual transactions as incurre:1 through 
different bank .accounts and we were able to reconcile the 
fund balance to the bank balance as of Se[Jtember 30, 2000 
our audit rev,ealed .t.hat proper adjustment-s were made, and 

. ·1 U-zi-D U·- U· 11 • t' ~. D d ~ cu:::reni:_Y :::;'.~.L ::> o __ ar ana ... gypl..lan ... oun accounLS 
~nclude ,app~opriate' balances . ~eflecting actual USAID 
cis~ursements, and ceased the practice of commingling 
properly_ However, ~his reconciliation was made 
subsec:-:.:en:. the iss~ance c£ our draft report. 
The=efore, ~his finding is included in our final report. 

Finding No. 2 

3ased on documents and _cl~rifica~ions provided to us by 
HEIA's management, the ,advance requested to cover 
expenses for the"' pe=iod July to September 2000 was 
recei.ved on Se[Jtember 15, 2000. P.o:r.".'.s management reduced 
the level of expenses during thi~ period due to the delay 
in receiving the advance requested. However, the fund 
balance as presented in the fund accountability statement 
shows that afte::: considering ex?e~ses incurred during the 
aforementioned perioc, the cash on hand as of September 
30, 2000 still exceecs <: reasonable level.."'-dditionally, 
during the period covered by our audit, HEIA's management 
did not have written policies and [Jrocedures .governing 
the process of preparing request for advances from USAID. 
HErA's management is currently develo[Jing these policies 
and procedures. Therefore, this finding is included in 
our final report. 

!~ 



.. 

... 

,.-=s~ 

KPMrr Hazem Hassan 

AUDITOR'S COMMENTS 

Page 3 cf 4 

ComDliance wi~~ Aqreement Te=ms and ADDlicable Laws and . 

Finding No.1 

Based on documents and cla::ifications provided to us by 
HEIA's management with respect ~o requi::ed cash 
contributio~, we noted that E~IA actually achieved its 
required cash contribution by a~ amount of $123,306 
suDsec:...:er:t to Septembe= 3D, 2000. Therefore, ~his Il.nCl~q 

is included in our fi~al repor~. 

E'indingNo. 2 

3ased on documents and-clarifica~ions provided to us by 
HEI.P-.' s management, we revi.'-ewed the reconciliation 
prepared by ".E::IAt S In2.nagerhent· fo:: t.he USAID US Dollar I L:: 
and E~IA/S' bank accounts for the period'covered by our 
audit. This 
transactions 

r-econciliation was prepa:::-ed -based on ac~ual 
as incurred through different bank accounts 

and w~ w~r~ able to reconcile the fund balance to ~he 
~ank calaDce- as of September 30, 2000. However, ~his 

reconciliatioD- was made subsequen~ to the issuance of ou= 
d=2.f~ =epor~. The=e£o=e, this finding 'i~ included in ou= 

Find.i.ng No. 3 

Based on documents and clarifica~ions provided to us by 
:iE:IP·.'-s management, HELZl.' s. management. began depositing 
US.l\ID advances in time deposit as of December 2000. 
~owever, this was done subseque~: t~ the issuance of cu~ 
draf~ =e~or:. The~efo=e, this :incing is included in ou= 
fina1 repo~~ . 



.... i'iIiI~ 

KPMG' Hazem Hassan 

AUDITOR'S COMMENTS 

Page 4 of 4 

Cost Sharing Schedule 

Finding No. 1 

3ased on documents and clarifi~ations provided to us by 
HElA's management with respect to the required in-kind 
contribution, we obtained HEIA's board of directors 
approval of' the hourly iates used to compute the in-kind 
contribution· associated . wirh . HElA board members 
attendance at board meetings. This clarification was 
p=ovided 
Therefore, 
report. 

subsequent to the issuance of our draft report. 
this finding is not: included in our final 

jl ... 
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UNITED STATES AGENCY for INTERNATIONAL DEV"'ELOPMENT 

£tll#11) 
' .. , .. ' 
CAIRO, EGYPT 

5 FEB 2002 

Memorandum 

TO Darryl Burris, RIG/Cairo 

E'ROM 
2: -P CUL./ Vy '-"-1 

A/Deputy Control'ler, Elizabeth Palmer 

SUBJECT E'inancial Audit of Horticulture Exporters 
Improvement Association (HEIA), USAID/Egypt Gra~t 
Agreement No. 263-G-00-99-00010-00 for the Period 
December 21, 1998, through September 30, 2000. 
Draft Report Dated December 31, 2001 

E'ollowing is the Mission response to the Recommendations 
No. 1 and 2 under the subject audit. 

Recommendation No.1: 

We recommend that USAID/Egypt make a management decision on 
the questioned unsupported costs of $5,129 detailed on 
pages 15 and 17 of Hazem Hassan report, and recover from 
Horticulture Exporters Improvement Association any amounts 
determined to be unallowable. 

The auditors questioned the $5,129 (Equivalent to LE17,438) 
unsupported costs. The $5,129 represents the following: 

• Finding No.3 - $3,038 for per diem (lodging and M&IE) for 
observation travel, report page 15: 

The report stated that the original documents were mis­
filed, accordingly, the auditors questioned the $3,038. 

HElA provided the following supporting docume~tation: 

A letter dated 2/3/1999 addressed from HElA to Ronco 
showing a break down of the $5,129.25 in questioned costs 
which represents $2,032 for lodging and $1,006 for M&IE 
costs and $2,091 for the airfare for the observational 
travel . 

~ Travel Authorization and Request torm dated March 1, 1999; 
USAID Office Building 
Plot 1/A off EI-Laselki street 
New Maadi, Cairo - Egypt. 
Postal Code #: 11435 



-----------------~-~-

Accordingly, we believe the $2,091 airfare is allowable. 

Recommendation No.2 

We recommend that USAID/Egypt ensure that Horticulture 
Exporters Improvement Association establishes and 
implements policies and procedures for the pUl:!'0se of 
accurately determining the amount of advances to be 
requested fromUSAID/Egypt to fund antiCipated project 
activities. 

In July 2000, HEIA requested advance for $375,535 to cover 
their projected expenditures for the quarter ending September 
2000. On August 20,2000, USAID issued a check for $278,099 
representing the net advance ($375,535 - $97,436). On September 
15, 2000, HEIA collected the $278,099 advance leaving fifteen 
days only for HEIA to spend~ the advance funds. As of~ September 
30, 2000, HEIA liquidated $55,831 ($278,099 - $222,268) and left 
an outstanding advance for $222,268. HEIA stated that the 
remaining unexpended balance of $222,268 was used to cover 
expenditures for the quart.er ending December 2000. 

Since HEIA was informed that the grant agreement extension 
would not be signed in less than three months, HEIA slowed down 
its rate of expenditures and continued to use the remaining 
advance balance to avoid suspension of activities due to lack of 
funds, (Attachment 3). Per USAID accounting records, HEIA 
continued to liquidate the o/s advance until June 2001. 

In their response dated January 14, 2002 to the Mission, 
HEIA stated that they have adequate policies and procedures in 
place for requesting project advances from USAID, (Attachment 
4) . 

HEIA's response referred to the board approval to add to 
their manual a section explaining methodology for requesting new 
advances from USAID, (Attachment 5) . 

In view of the above, the Mission believes that HEIA is fully 
aware of properly requ.esting projected advances from USAID, and thus, 
requests closure of Recommendations No.2 under the subject audit. 

Thank you for your cooperation. 

..... 



- / A signed slip by the traveler showing recelpc of the 
lodging fees and M&IE by check No. 454007 dated 3/3/1999 
for $3,038 withdrawn on the Commercial International Bank 
(CIB). Further, the traveler certified that he had lose 
the lodging receipts, (Attachment No.1) . 

A fax letter from Ronco dated 3/4/1999 referring to list of 
participants for the observational strawberry tour. 
Further, HEIA provided a copy of the training schedule for 
the obiervational tour. 

Travel Reimbursement Voucher dated 3/23/1999; 

HEIA provided the traveler trip report, which sUIT~arizes 
the training program and results achieved during the two 
trips. 

-v A statement by the traveler that the hotel bills for $2,032 
and other supporting documentation for $1,006.25 M&IE 
couldn't be located. 

Finally, HEIA did not exceed the per-diem rate follOl.;ed by 
USAIO/Egypt. Further, it is not necessary for the M&IE of 
$1,006.25 to be supported by do~umentation. The Mission 
also believes that this is an isolated instance and that 
HEIA should maintain all documentation supporting any type 
of expenditures which will be later billed to USATO/Cairo 
for payment. 

In view of the above, the Mission believes that the lodging 
costs of $2,032 and M&IE of $1,006 amounting to $3,038 are 
a1l.owab1e. 

• Finding No. 5 - FT-800 Air Tickets for Observational. Travel. 
for $2,091. 

HEIA submitted a copy of the LE4,603 airline ticket for tte 
route (Cairo - New.York - London"- Cairo) and LE1,293 airli~e 
ticket foi the route (San Fran~isco - ~edding - San Francisco 
New York). Further, HEIA provided a copy of check No. 454005 in 
favor of the travel agent for $2,091, (Attachment 2). 

HEIA also submitted the trip itinerary and a trip report 
explaining the trip purpose and results achieved. 



\ 

Att: a/s 

Distribution: 
D/DIR, A. Aarnes 
AD/EG, R. Mahoney 
OD/SCS, D. McCloud 
OD/LEG, P. Wiensenfeld 
OD/PROC, G. Kinney 
OD/FM, H. Jamshed 
PROC, R. Plucknet 
EG/CAD, A. Osman 
FM/FA, H. Elkhodary 
FM File 
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Financial Audit of 
Horticul ture Exporters Imorovement Association· (HEIA) 
USAID/Egypt Grant Agreement No. 263-G-00-99-00010-00 

For the Period December 21, 1998 Through September 30, 2000 

Suoolementary Schedules for 
The Fund Accountability Statement and Details of 

Questioned Costs in Egyptian Pounds 



Financial Audit·of 

Borti·cul ture· Exporters Improvement Association--.lHEIAt 

USAIDiEgypt Grant Agreement No. 263-G-OO 99 00010-00 

For the Period December·2l. 1998 Through.September 3~. 2000. 

Amounts Received from USAID 

Total 

Expendi tUres 

Salaries 
Administrative Expenses 

Program Activities 

Per Diem For Observational Travel 

Commodities 

IT-SO~ Funds Observational Travel (Air fare) 

Total 

Fund Balance as of September 3D, 2000 

.sP 

{ [ r f (' (" [ 

Fwl.d Accoulltability statement. 

LE 

3,401,996 

3,401,996 

Budget Actual 

(Note 4) 

LE LE 

2,051,393 862,505 

939,185 488,594 

1,343,197 363,610 

442,000 425,561 

776,220 182,679 

400,000 239,489 

5,951,995 2,562,438 

839,558 

f ( [ 

QUestioned Costs 

Ineligibl!! Unsupported: 

!,!; .t.E 

?,9'H 

1U,329 

3,033 
7,109 

5,977 17,·438 

( ( ( 

.[i.ndina. No. and Schedule No. 

Findi ng f~o. la) & Ib Schedule Ho. 1 

Finding No. la) Schedule No. 2 

. Finding No. 40) Schedule No. 3 
Finding No. Sa) Schedllle No. 4 

( I: I: ( [ [ 



It~~ Desc~i?tion 

Financial Audit of 

Horticulture Exporters Improvement Association (HErAl 
aSArO/Egypt Grant Agregment No 263-G-00-99-00010-00 

For the Period December 21 1998 Through September 30 2000 

Details of Questioned Costs 

Check No. ·J.V. No. 

Amount 

Administrative Expenses 

Finding No.1 

a i 

Total 

Total 

Total. Line Item 

297476 
309969 
247616 
282886 

72/A & 387 
792/3 
67/ll. 

548/3 
749/3 

39/A 
41/A 

42/A 
43/A 
54/A 

54/ll. 
55/A 
73/A 

96213 

U. 

Schedule No. 

7/9/99 3 0 ' -~ 

5118/2000 337 
6/30/2000 706 

10/20/99 "' -, 
4/24/2000 495 

1 955 

4/19/99 31 
41:9/99 52 

5/13/99 42 

5/29/99 94 
1117 199 447 

1117 /99 94 
11/7/99 46 
719199 6 
3/9/00 177 

989 

L.ll.i 

~ 

1 

116 
99 

208 
-; 

145 
575 

9 
15 

12 
28 

131 
28 
14 

2 
52 

Zll 
866 



Item DesC~~Et~on 

Financial Audit of 

Horticulture Export@rs Improvement Association (REIA) 

USAlp/Egypt Grant Agreement No 263-G-OO-99-00010-00 
For the Period December 21 1998 Through September 30 2000 

petails of buestioned Costs 

Check No. J.V, No. Date 

.... ,amoYnt 

~ 

Per O~~ ;or Observat~on~l Travel 

Finding No. 3 Schedule No. 2 

aJ 454007 319 3/31/99 10,329 3,038 

Total 10,329 3,038 

Total Line Item 10 329 L..QM 

Commodi ties 

Finding No. 4 Schedule No. 3 

al 247608 536 9/30/99 910 268 

247609 537 9/30/99 607 178 

247610 538 9/30/99 1,516 446 

'!'otal 3,033 892 

Total Line Item LQn M.Z. 

FT-BOO 

Finding No. 5 Schedule No. 4 

aJ 454005 318 4/3/99 7,109 2,091 

Total 7,109 2,091 

Total Line Item 1....l.Q]< LQ.ll 

Total Questioned Costs 23,415 6,887 

.... 

i ... , 

.... 
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