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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
| . l ' l . y OFFICE OF THE REGIONAL INSPECTOR GENERAL/AUDIT

CAIRO, EGYPT

Report No 6-263-99-009-N
August 9, 1999

MEMORANDUM
TO DIRECTOR USAID/Egypt, Richard M Brown
FROM RIG/A/Carro, Darryl T Burris M@W)

SUBJECT Fmancial Audit of the Development Research and Technological Planmng
Center, Costs Incurred Under the Energy Conservation and Environmental
Protection Component of USAID/Egypt's Science and Technology for
Development Project No 263-0140

The attached report, transmutted on June 6, 1999 by Price Waterhouse, presents the results of a
financial audit of the Development Research and Technological Planning Center (the "Center")
funded under the Energy Conservation and Environmental Protection (ECEP) component of
USAID/Egypt's Science and Technology for Development Project No 263-0140 The audit
included revenues recetved and costs incurred by the Center under Project Implementation
Letter (PIL) Nos 4 and 10 for the period July 1, 1997 through September 30, 1998, and
indirect and direct costs used to compute mdirect cost rates for the period July 1, 1997 through
June 30, 1998 The purpose of the component was to provide and accelerate the adoption of
better commercial technologies, processes, and practices to save energy, increase energy
efficiency and protect the environment PIL No 4 provided funds for local management and
techmucal services to private sector entities participating n the project PIL No 10 provided
funds for overseas travel to attend traimng courses

We engaged Price Waterhouse to perform a financial audit of project revenues received
and costs incurred by the Center under the above-mentioned PILs, as well as the indirect
cost rate for the period specified The purpose of the audit was to evaluate the propriety
of costs incurred during these periods Price Waterhouse also evaluated the Center's
internal controls and compliance with applicable laws, regulations and agreement terms, as
necessary, in forming an opmmion regarding the Fund Accountability Statement

US Mailing Address Tel Country Code (202) #106 Kasr El At St ,
USAID-RIG/A/C Unu 64902 357-3909 Cairo Center Building,
APO AL 098394902 Fax # (202) 3554318 Garden Cuy, Cairo, Egypmt
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Component of USAID/Egypt’s Science and Technology for Development Project No 263-0140 Page 2

The auditors did not identify any questioned direct costs under PIL Nos 4 and 10 However,
the auditors did identify $13,640 mn questioned mdirect costs for the peniod July 1, 1997
through June 30, 1998 Additionally, capital expenditures of $33,645 were excluded from the
base of the indirect cost rate calculation for the same audit pennod Since the ECEP component
of the Project has ended, the auditors did not 1ssue any reports on the Center’s iternal control
structure or comphance with applicable laws and regulations

The following recommendation 1s mcluded m the Office of Inspector General's
recommendation follow-up system

Recommendation No 1~ We recommend that USAID/Egypt finalize the
Development Research and Technological Planning Center's indirect cost rate
for the period July 1, 1997 through June 30, 1998, taking mto consideration the
questioned mndirect costs identified on pages 12 and 13 of the Price Waterhouse
audit report, and recover any amounts determned to be owed USAID/Egypt

In response to Recommendation No 1, USAID/Egypt reviewed the questioned mndirect costs
(all mehigible) and determuned the final indirect cost rate to be 18 95 percent for the period July
1, 1997 through June 30, 1998 The Mission apphed the final rate to disbursements, which
resulted 1n an amount due to USAID of $23,846 for the peniod ending June 30, 1998

Based on the final mdirect cost rate applied to disbursements, USAID/Egypt 1ssued a Bill of
Collection m the amount of $23,846 to recover the amounts owed by the Development
Research and Technological Planning Center  Based on this response, we consider
Recommendation No 1 to have recerved a management decision

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

Attachment a/s
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22 El Nasr St TELEPHONE 5168 027 (5 Lines)
New Maadi FAX 5168 169
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Price Waterhouse “

June 6 1999

Mr Darri| Burrs

Regional Inspector General for Audit/Cairo
United States Agency for

International Development

Dear Mr Bumis

This report presents the results of our financial related audit of project revenues recerved and costs
incurred and the schedule of computation of mdirect cost rate of the Development Research and
Technological Planning Center ("DRTPC") of the Energv Conservation and Environmental
Protection { ECEP ) Component of the Science and Technology for Development Project The
audit population mcludes revenues recenved and costs mcurred by ECEP/DRTPC under Project
Implementation Letters ("PILs") Nos 4 and 10 of the United States Agency for International
Development Mission to Egvpt (“USAID/Egvpt ) funded Sub-Grant Agreement No 263-0140 3
("Sub-Grant Agreement" or "Project"), for the peniod Julv 1, 1997 through September 30 1998
The audit population also included mdirect and direct costs used i the schedule of computation of
the indirect cost rate for the pertod July 1, 1997 through June 30 1998 (collectivelv the periods
under audit are referred to as "audit periods")

Backeround

USAID/Egvpt entered mto the Sub-Grant Agreement with the Arab Republic of Egvpt on
September 27 1988 The Project was completed on September 30, 1998 The Sub-Grant
Agreement established the Energv Conservation and Environmental Protection component
("ECEP") of the Science and Technologv for Development Project ECEP was designed to promote
and accelerate the adoption of iumproved commercial technologies, processes and practices to
increase energy efficiency and protect the environment as well as to improve the capabilities of
Egs ptian mstitutions to promote and implement energv conseryation and environmental protection
technologies  ECEP purpose-directed activities mncluded the selection design installation
operation and monitoring of environment and energy efficient technologies financing the first
demonstrations of these technologies and promoting and facilitating the replication of those
technologies successfullv applied through public relations, training actrvities and the reduction of
poliev and regulatorn constramts To achieve its objectives and perform these activities three
implementing agencies were selected to operate under ECEP DRTPC the Tabbm Institute for
Metallurgical Studies ('TIMS') of the Mmistnn of Industrv and the Federation of Egvptian
Industries ("FEI )

ECEP was segregated into two components one for Egvptian private sector firms and one for
public sector firms DRTPC was the implementing agency for private sector firms TIMS was the
implementing agency for public sector firms FEI supported the activities of DRTPC and TIMS
through the development of a database of information on energy conservation and environmental
management PIL No 4 under DRTPC designated funds to be used for providing local
management and techmical services to the private sector entrties participating 1n the project PIL No
10 under DRTPC designated funds for overseas travel to atiend tramning courses
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ECEP/DRTPC recenved 100% of uts capital funding from USAID/Egvpt Howewver the host
countrs private sector provided mn-hind and cash contributions m the form of commodities and
equipment custom clearance services

DRTPC s agreement with USAID/Egvpt was on a cost reumbursement basis for PIL No 4 and on
an advance basis for PIL No 10 Additionalls PIL No 4 recovered indirect costs through a
provisional indirect cost rate  Amendment No 13 to PIL No 4 dated August 9 1998 approved
funding to DRTPC of $2,382,018 for the period from March 1 1989 through September 30 1998
Amendment No 7 to PIL No 10 dated October 16 1997, approved funding to DRTPC of
$129 744 for the period from October 1 1990 through September 30 1998 Amendment No > to
the Sub-Grant Agreement approved host countrs private sector m-kind and cash contributions of
$4 883 789 and $4 778 761 respectivelt

Audit Objectives and Scope

The purpose of this engagement was to perform a financial related audit of project revenues
received and costs mcurred by ECEP/DRTPC under the PILs and DRTPC's indirect cost rate

calculation approved under PIL No 4 for the period Specific objectrves were to perform and
determine the following

1 Express an opimon on whether the fund accountability statement for USAID/Egvpt funds
managed by ECEP/DRTPC under the PILs presents farls 1n all material respects project
revenues recerved and costs mcurred for the audit perod m conformuitn with generalk
accepted accounting principles or other comprehensive basis of accounting including the cash
receipts and disbursements basis

2 Determune 1f the costs reported as mcurred under the PILs are m fact allowable allocable and
reasonable 1n accordance with the terms of the PILs and the Sub Grant Agreement

3 Obtamn sufficient understanding of the internal control of the ECEP Project as it relates to the
PILs assess control rish to adequatelv plan the audit and the nature extent and timung of
audit tests

4 Perform an audit of the indirect cost rate calculation used bv ECEP/DRTPC under PIL No 4
of the Sub-Grant Agreement and

W

Determmne 1f ECEP/DRTPC has taken corrective action on prior audit report
recommendations

While we were engaged on the prior audit the Project approached its project completion date
Therefore the office of the Regional Inspector General for Audit in Cairo requested an extension of
the audit fieldwork to audit through the completion date September 30 1998 This report 1s the
result of the additional audit work on the final period of the Project
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The audit population included $384 226 and $11 976 of direct ECEP/DRTPC costs for PILs Nos 4
and 10 respectivels  The audit population also included $104 067 of indwrect costs billed under PIL
No 4 for the period Juk 1 1997 through September 30 1998 These indirect costs were calculated
and billed using a USAID/Egvpt approied provisional indiwrect cost rate of 2691% On a
judgmental basis we selected and tested $72 231 (15%) of total direct and indirect costs incurred
under PIL No 4 and $3 533 (30%) of direct costs mcurred under PIL No 10 We also
Judgmentalls selected and tested $85 490 (62%)) of costs included m the indirect cost pool for the
period from Juls 1 1997 through June 30 1998 Our audit population also included $428 132 of
ECEP/DRTPC revenues recerved for PILs Nos 4 and 10 We tested one hundred percent of these
revenues

Our tests of direct and indirect costs mecurred bv ECEP/DRTPC mcluded, but were not luruted to
the following

I Reconciling ECEP/DRTPC s accounting records to billings issued to USAID/Egvpt to ensure
that ECEP/DRTPC costs were appropnately supported

3]

Testing a representatne sample of ECEP/DRTPC costs funded bv USAID/Egvpt for
allowabilits and allocabilits

W

Determuning 1f salarv costs were properlv supported and approved

4 Exanmuning support for a sample of items included m the mdirect cost pool and recalculating
the actual indirect cost rates for the audit penods

]

Deternuning if revenues recerved are presented fark 1n all matenal respects n the fund
accountabilitv statement

Except as discussed 1n the next three paragraphs we conducted our audit in accordance with
generally accepted auditing standards and the financial audit requirements of Goyernment Auditing
Standards ( GAS ) 1ssued by the Comptroller General of the United States Those standards
require that we plan and perform the audit to obtam reasonable assurance about whether the fund
accountabihitv statement and schedule of computation of indirect cost rate are free of materal
musstatement

We did not have an external qualitn control review by an unaffiliated audit organization as required
by paragraph 33 of chapter 3 of GAS since no such qualitv control review program 1s offered by
professional orgamzations in Egvpt We believe that the effect of this departure from the financial
audit requirements of GAS 15 not matenal because we participate in the Price Waterhouse
worldwide mternal qualits control program This program requires the Price Waterhouse Cairo
office to be subjected evers three vears to an extensive qualits control review bsv partners and
managers from other Price Waterhouse offices and firms

USAID/Egvpt has requested we not report on ECEP s internal control and overall compliance with
laws regulation contracts and grants for the PILs under audit as required bv Chapter 5 of GAS

This 1s because recommendations to improive weahnesses wn the mternal control and corrective
actions to rectifv instances of matenal noncompliance cannot be implemented The ECEP Project

"
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and the activities conducted under the PILs and consequentls the mternal control with respect to
the Project and the PILs under audit have ceased with no additional funds being provided by
USAID/Egnpt We belicve that the effect of this departure from the financial qudit reporting
icquiraments of GAS 1s not material - This 18 because in planning and performimng our audit of the
lund accountabilin statement of ECEP for the 1udit periods we obtained an understanding of the
mternal control as 1t related to the PILs under audit Wath respect to the internal control we
obtuned an understanding of the design of relevant policies and procedures We assessed control
rish m order to determine our quditing procedures for the purpose of expressing our opinion on the
fund accountabilin statement and not to provide mn opimion on the internal control  As part ol
obtunirg reisonible assurance about whether the tund accountabilin statement 1s free from
materinl musstatements we pertormed tests of ECEP s compliance with certamn provisions of laws
regulations contracts and grants that related directly to the allowabilits of revenues recened and
costs incurred The objective of our audit of the tund accountability statement was not to provide
an opinion on oserall compliance with such provisions

Results of Audit

Fund Accountabilitv Statement and Schedule ot Computation of Indirect Cost Rate

Our audit procedures identified no meligible or unsupported direct costs for PIL No 4 No
questionable costs were 1dentified for PIL No 10 We 1dentified $13 640 of mehgible indirect
costs included 1n the schedule of computation of indirect cost rate for the period Julv 1 1997
through June 30 1998 The fund accountabilitv statement the schedule of computation of indirect
cost rate and the detail of questionable costs as incurred in Egsptian pounds are included in
Supplemental Schedules to this report

Internal Control
As stated previousls the ECEP Project term has lapsed PILs Nos + and 10 and consequentls
their related internal control have ceased As 1 result we did not perform 1 detailed evaluation of

the Project s internal control with respect to the PILs under audut

Compliance with Laws Regulations Contracts and Grants

As stated previoush the ECEP Project term has lapsed PILs “os 4 and U and consequenth
therr related internal control have ceased As a result we did not evaluate ECEP s overall
compliance with applicable laws and regulations with respect to the PILs under audit

Follow up on Prior Audit Recommendations

We have reviened the prior audit report of ECEP/DRTPC tor the period Juls 1 1996 through June
30 1997 No mternal control and noncompiiance 1ssues were noted Also the fund accountabiiits
statement did not incfude anv questionable costs
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ECEP/DRTPC management s comments have been obtamned and are included in Appendiy A to this
report In response to management’s comments we either provided further clanfication of our
position 1n Appendis B or have adjusted our findings

Management Comments

Mission Response

The nussion response 1s included in Appendix C to this report

This report 1s intended for the nformation of ECEP/DRTPC management others within the

organization and USAID/Egwpt However this report 1s a matter of public record and its
distribution 1s not limrted

Dreco TP e
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Price Waterhouse “

REPORT OF INDEPENDENT ACCOUNTANTS
ON THE FUND ACCOUNTABILITY STATEMENT
AND SCHEDULE OF COMPUTATION OF INDIRECT COST RATE

June 6 1999

Mr Darrvl Bumrs

Regional Inspector General for Audit/Carro
United States Agency for

International Development

We have audited the fund accountability statement ( FAS ) of project revenues received and costs
mncurred and the schedule of computation of mdirect cost rate ( Schedule™) of the Development
Research and Technological Plannmg Center (‘ DRTPC ) of the Energv Conservation and
Environmental Protection ( ECEP ) Component of the Science and Technology for Development
Project The audit population mciuded revenues recerved and costs mcurred by ECEP/DRTPC
under Project Implementation Letters (‘PILs’) Nos 4 and 10 of the United States Agency for
International Development Mission to Egvpt ( USAID/Egypt ) funded Sub-Grant Agreement No
263-0140 3 ( Sub-Grant Agreement or Project ), for the penod Julv 1, 1997 through September
30 1998 The audit population also included indirect and direct costs used m the Schedule for the
pertod Julv 1 1997 through June 30, 1998, (collectivels the periods under audit are referred to as

audit periods ) The FAS and Schedule are the responsibilitv of ECEP/DRTPC management Our
responsibility 1s to express an opmion on the FAS and Schedule based on our audit

Except as discussed m the next three paragraphs, we conducted our audit mn accordance with
generally accepted auditing standards and Government Auditing Standards ( GAS ) 1ssued by the
Comptroller General of the United States Those standards require that we plan and perform the
audit to obtan reasonable assurance about whether the FAS and Schedule are free of matenal
musstatement  An audit includes examining on a test basis evidence supporting the amounts and
disclosures mn the FAS and Schedule An audit also mcludes assessing the accounting principles
used and significant estimates made by management as well as evaluating the overall presentation
of the FAS and Schedule We believe that our audit provides a reasonable basis for our opinion

We did not have an external qualitv control review bv an unaffiliated audit organization as required
bv paragraph 33 of chapter 3 of GAS since no such qualitv control review program 1s offered by
professional organizations in Egvpt We believe that the effect of this departure from the financial
audit requirements of GAS 1s not matenal because we participate in the Pnice Waterhouse
worldwide internal qualitv control program which requires the Price Waterhouse Cairo office to be
subjected evers three vears to an extensive qualit control review bv partners and managers from
other Price Waterhouse offices and firms

USAID/Egvpt has requested we not report on ECEP s internal control and overall compliance with
laws regulation contracts and grants for the PILs under audit as required by Chapter 5 of GAS
This 1s because recommendations to improve weahnesses in the mternal control and corrective
actions to rectifv instances of matenal noncompliance cannot be implemented The ECEP Project
and the actrvities conducted under the PILs and consequentls the internal control with respect to
the Project and the PILs under audst, have ceased with no additional funds bemng provided bv

USAID/Egypt We believe that the effect of this departure from the financial audit reporting
6
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requirements of GAS 1s not matenial  This 1s because n planning and performing our audit of the
FAS of ECEP for the audit periods, we obtamed an understanding of the mternal control as it
related to the PILs under audit With respect to the mternal control we obtamed an understanding
of the design of relevant policies and procedures We assessed control nisk m order to determine our
auditing procedures for the purpose of expressing our opinion on the FAS and not to provide an
opmion on the mternal control Accordinglv, we do not express such an opmion As part of
obtaining reasonable assurance about whether the FAS 1s free from matenial musstatements we
performed tests of ECEP’s comphance with certamn provisions of laws, regulations, contracts and
grants that related directlv to the allowabilitv of revenues recerved and costs incurred  The objective
of our audit of the FAS was not to provide an opinion on overall comphiance with such provisions
Accordinglv, we do not express such an opmnion

The FAS and Schedule have been prepared on the cash basis of accounting, as described mn Note 2
which 1s a comprehensive basis of accounting other than generally accepted accountmg principles
used mn the United States of America Consequently revenues are recogmized when recerved and
expenditures are recognized when paid, rather than when the obligations are mcurred Accordingls

the FAS 1s not intended to present results m accordance with accounting principles generally
accepted 1n the United States of America

As detailed m the FAS and Schedule and more fullv described m Note 6 thereto, our audit
procedures 1dentified no meligible or unsupported direct costs for PIL No 4 We 1dentified $13,640
of mehgble mdirect costs, mcluded m the Schedule for the period July 1, 1997 through June 30,
1998 Additionally, $33,645, of capital expenditure costs, was excluded as meligible, from the base
of the indrrect cost rate calculation for the audit period Project costs that are mehigible for
USAID/Egypt retmbursements are those that are not program-related or are prohibited by the PlLs,
the Sub-Grant Agreement, or applicable laws and regulations Unsupported project costs are those
lacking proper documentation

In our opmion, except for the effects of the questionable project costs discussed mn the sixth
paragraph, the fund accountability statement and schedule of computation of ndirect cost rate
referred to m the first paragraph present fairly, i all matenal respects, project revenues received
and costs incurred, and the mdirect cost rate of ECEP/DRTPC under the Sub-Grant Agreement
durning the audit periods, in conformuty with the basis of accounting described in Note 2

This report 1s mtended for the nformation of ECEP/DRTPC management, others within the

organization and USAID/Egypt However this report 1s a matter of public record and its
distribution 1s not limited

Ve YT e



DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER ("DRTPC")
PROJECT IMPLEMENTATION LETTERS (PILS) NOS 4 AND 10
UNDER SUBGRANT NUMBER 263-0140 3
FOR THE PERIOD JULY 1,1997 THROUGH SEPTEMBER 30, 1998

FUND ACCOUNTABILITY STATEMENT

EXPRESSED IN US DOLLARS
QUESTIONABLE
APPROVED ACTUAL PROJECT COSTS AUDIT
BUDGET EXPENDITURES INELIGIBLE FINDING
(NOTE 1) (NOTE 1) (NOTE 6) REFERENCE

BEGINNING FUND BALANCE PIL No 4 3636

USAID/EGYPT REVENUES -

PIL No 4 412 833

PIL No 10 15299

Total Revenues 428,132

EXPENDITURES

PIL No 4

Salarzes 231171 226 997 TA1 Page 12
Consultant Fees 48 949 47 701 TA 1 Page 12
Honorara 4191 357

Travel and Perdiemn 25593 25262 -

Traunng / Workshops / Conferences 22959 22180 -

Matenals and Supplies 21466 21188

Office Equipment and Renot ation 34 086 33 645

Subcontract with CPA Firm 5998 -

Other Direct Costs 6 986 6 896 -

Indirect Conts 154 496 104 067

Total Expenditures PIL No 4 555,895 488,293 -

PIL No 10

Arr Tickets 11976

Total Expenditures PIL No 10 - 11976
OUTSTANDING BALANCE
PIL No 4 (Note 1) 71.824
PIL No 10 (Note 1) 3323

The accompanying notes are an itegral part of the Fund Accountability Statement

8
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER (' DRIPC )

COMPUTATION OF INDIRECT COST RATE
FOR THE PERIOD
JULY 1, 1997 THROUGH JUNE 30, 1598

EXPRESSED IN US DOLLARS
CORRECT
QUESTIONABLE PROJECT COSTS INDIRECT COST ~ AUDIT
EXPENDITURES INELIGIBLE UNSUPPORTED POOL FINDING
INDIRECT COST POOL (NOTE 6) (NOTE 6) (NOTE 5) REFERENCE
Salaries 60 333 60333 DA Pagel?
Stationary and Publications 5457 5457
Photocopving 7 948 7 948 - ITA2 PagelZ
Car Expenses 2331 - 2220
Telephone 2474 2474
Social Insurance 3433 3433 TAS Pagel2
Couner 208 208
Electnicits 4 d4d1 4441
Computer Purchases 662 - 662
Purchases 4397 4 397
Repairs and Maintenance 4259 - 4259
Banh Charges 1322 1322
Fringe Benetfits 2286 2 000 - 286 O A4 Pagels
Financial and Techmical Proposals 1471 1471
Subscriptions 18> - - 18>
Transportation 104 104
Advertising 629 259 370 OA> Pagels
Intangible Senvices 588 >88
Depreciation 3042> - 30425
Building Use Allowance (2%) > 487 - 587
TOTAL INDIRECT COSTS 138 440 13 640 124 800
DIRECT COST POOL
DRTPC Direct Costs 312 876 - 312 876
PIL No < Diarect Costs 384226 3364> - 350581 OB1 Pagel3
TOTAL DIRECT COSTS 697 102 33 64> 663 457
DRTPC INDIRECT COST RATE (Note 4)
Total Indirect Costs 124 800
Total Direct costs 663 457 18 8%

The accompanving notes are an integral part of the Fund Accountabihty Statement

9



DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER ("DRTPC")
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION (“ECEP")

NOTES TO THE FUND ACCOUNTABILITY STATEMENT
AND SCHEDULE OF COMPUTATION OF INDIRECT COST RATE

NOTE 1 - SCOPE OF FUND ACCOUNTABILITY STATEMENT

The fund accountabilitv statement includes project revenues recerved and costs mcurred bv ECEP/DRTPC under
PILs Nos 4 and 10 of the Sub-Grant Agreement for the period Julv 1 1997 through September 30 1998 (the
"audit period") The schedule of computation of indwrect cost rate mcludes mndirect and direct costs mcurred by
DRTPC for the period Juls 1 1997 through June 30 1998

"Approved Budget" includes USAID/Egvpt approved costs i accordance with the most recent budget
amendment of PILs Nos 4 and 10 within the audit pertod and 1s presented for mformational purposes onls

Amendment No 13 to PIL No 4 dated August 9, 1998 approved project costs of $2,382,018 durmng the period
March 1 1989 through September 30 1998 ECEP records as of June 30 1997 indicate that expenditures of
$1 826 123 were mcurred under PIL No 4 from March 1 1989 through June 30 1997 Accordingls the total
budget for PIL No 4 duning the audit period has been calculated to be $555,895 PIL No 10 1s funded by

advances Budget amounts in Egvptian Pounds ("LE") have been converted to US dollars as explaned in Note 3
below

Actual Expenditures" represent cumulative project revenues received and costs mcwred under the PILs during
the audit period Expenditures in LE have been converted to US dollars as explamed in Note 3 below

The outstanding balance for PIL No 4 represents the net receivables and pavables of ECEP The outstanding

balance for PIL No 10 represents the balance from the advance recerved This balance was refunded to
USAID/Egspt

NOTE 2 - BASIS QF PRESENTATION

The fund accountabilitv statement and schedule of computation of idurect cost rate of ECEP/DRTPC have been
prepared on the basis of cash receipts and disbursements modified for certamn items Project revenues are
recognized when recenved Project costs are recognized when paid rather than when the obligation 1s mncwred
However the indirect cost pool also contamns depreciation charges

NOTE 3 - FOREIGN EXCHANGE

Actual project revenues and costs in LE have been converted to US dollars at an exchange rate of LE 3 399 to
one US Dollar The exchange rate has been calculated bv aseragmg the ending monthlv exchange rates during
the audit period

NOTE 4 - BASIS OF COMPUTATION OF THE INDIRECT COST RATE

PIL No 4 to the Sub-Grant Agreement mcludes a proviston for the recovers of mdirect costs mcurred bv DRTPC
that are not directlh associated with or specifically 1dentifiable to anv particular activits conducted by
ECEP/DRTPC These costs have been recovered during the audit pertod based on a USAID/Egvpt approved
provisional indirect cost rate of 26 91% PIL No 4 provides for the recovers of indirect costs based on a rate
computed by dividing total indirect costs mncurred by DRTPC by the sum of the total PIL No 4 direct costs
(excluding caprtal costs and the recovers of indirect costs) plus the other DRTPC direct costs The schedule of
computation of indirect cost rate has been prepared on an entits-wide basis in accordance with the above

mentioned methodology for the pertod Julv 1 1997 through June 30 1998

10
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NOTE 5 — CORRECT INDIRECT COST POOL COLUMN

The "Correct Indirect Cost Pool" represents expenditures for each indirect cost pool line item net of
questionable costs These questionable costs are detailed below in Note 6

NOTE 6 - QUESTIONABLE PROJECT COSTS

Questionable costs are presented 1n two separate categories, ineligible and unsupported Costs n the column
labeled “Ineligible * are those not program-related or are prohibited by the PILs, the Sub-Grant Agreement, or
applicable laws and regulations Costs i the column labeled “Unsupported” are those lacking adequate
documentation Questionable costs identified as either ieligible or unsupported are detarled as follows

11



NOTE 6 ~ QUESTIONABLE COSTS (CONT’ D)

Questionable Costs

I

I

FUND ACCOUNTABILITY STATEMENT
A PILNO 4

1

Subsequent to the issuance of the draft report we were
provided additional support relating to this item  Based on
our review of this mformation this finding has been
remon ed from the final report

Total PIL No 4

SCHEDULE OF COMPUTATION OF INDIRECT COST
RATE
A INDIRECT COSTS

1

L)

Salanes

Subsequent to the issuance of the draft report we were
provided additional support relating to this item Based on
our review of this nformation this finding has been
removed from the final report

Photocopying

The cost of photocopving 1s bemg charged as a direct cost
of PIL 4 The ndirect cost pool also mcludes the cost of
photocopving OMB A-122 Attachment A states that A
cost mav not be allocated to an award as an mdirect cost 1f
anv other cost mcurred for the same purpose 1 lihe
circumstances has been assigned to an award as a direct
cost DRTPC management stated that the majonts of
photocopving activits 1s for trammg and admunistration
purposes The line 1tem 1s questioned because ECEP has
already paid DRTPC for photocopving and binding
senvices rendered bv the latter Including the cost of
photocopving 1n the indirect cost pool means that
USAID/Egvpt will fund the cost of photocopving paper as
a direct cost and agan through the indirect cost rate
Therefore the Photocopving line item 1s questioned m 1ts
entirety as inehgible and 1s excluded from the indirect cost
pool

Social Insurance

Cost of the emplover share of social msurance paid by
DRTPC 15 mcluded in the indirect cost pool  According to
Amendment No 2 to the Sub-Grant Agreement section
No > 10 paragraph No (a) anv transaction  financed
under the Grant shall be exempted from identifiable taxes
tanffs duties or other levies (ncluding social nsurance
assessments) imposed under the laws m effect in the Arab
Republic of Egapt  DRTPC management 1s aware of this
cost being neligible Therefore the hine item 15 questioned
in iis entirets as meligible and removed from the ndirect
cost pool

12

Inehgible

Unsupported

$ $ -
h) ) -
3 3

$ 7948 h) -
b3 3433 $ -
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NOTE 6 — QUESTIONABLE COSTS (CONT’D)

Questionable Costs

4

>

Fninge Benefits

The cost of a Ramadan 1ftar meal for DRTPC emplosees
and thewr famulies at a hotel was included under the Fringe
Benefits account ~ This cost 1s considered to be
entertainment  cost OMB A-122 Attachment B
Paragraph No 12 states that Cost of amusement social
activities such as meals lodging are unallowable
Management 1s aware of the fact that such a cost 1s
meligible because of cultural differences between Egvpt
and the United States of America Therefore the amount
for the meal of $2 000 1s questioned as meligible and
excluded from the indirect cost pool

Advertising

Cost of a congratulators advertisement m the newspaper
was included in the mdwrect cost pool OMB A-122
Attachment B paragraph No 1 states that The onl
advertising costs allowable are those which are soleh for
(1) the recruitment of personnel (1) the procurement of
goods and services (1) the disposal of surplus materials

or (n) specific requirements of the award

Management agrees with the questioned cost Therefore
the amount of $239 1s questioned as meligible and
excluded from the indirect cost pool

Total Questionable Indirect Costs

B DIRECT COSTS INCLUDED IN THE INDIRECT

COST POOL CALCULATION BASE

ECEP mcluded mn the direct cost pool (used as the base for
the ndirect cost rate calculation) the cost of capital
expenditures mncurred during the audit penod OMB A-
122 Attachment A sectton No D2 b states that Both the
direct costs and the mndirect costs shall exclude caprtal
evpenditures ~ Management agrees to the exclusion of
such amounts from the indirect cost rate calculation
Accordingly the amount of $33 645 1s questioned as
meligible and excluded from the calculation of the mdirect
cost rate

Total Questionable Direct Costs

Total Questionable Costs for July 1997 to June 1998

Inehigible Unsupported
2 000 5 -

259 $
13,640 h) -
33 64> $ -
33,645 b -
47,285 $ -
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10
UNDER THE USAID/EGYPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION
SUB-GRANT AGREEMENT NO 263-0140 3

MANAGEMENT'S COMMENTS

The attachments included with management s comments have not been ncluded herem because thes
were in Arabic  Copies mav be obtained upon request

DEVELOPMENT RESEARCH jejnjriric]
AND TECHNOLOGICAL = dsodill g y—a 0
PLANNING CENTER )
CAIRO UNIVERSIT} )?%3 S—aglaasdll ks iily
Y dyyliNd _anly

n

Carro May 17 1999

Mr Robert Johnson

Price Waterhouse Supervisor
22 El Nasr Street

New Maadi Carro

Subject Response of DRTPC to the drafl closeoul
Audit report covering PIL No 4 & Indirect Costs

Dear Mr Johnson

Attached please find the response of DRTPC to the Draft Closeou! Audit Report for
ECEP/DRTPC Fund Accounlability Statement for the period July 1 1997 through
September 301998 and DRTPC indwect Cost Rate for the period July 11997
through June 30 1988

If you have any inquines please do notl hesitale lo conlact me

Thank you for your co operation

Sincerely yours

Prof Osmgati Rotfy Elsayed

( //r [//

_.——DRTPC Director

STAYIAI-BVYIAY  OVTAOTY=oVYATTY 0l 0VY 1Y V=o¥TV 4 SU YA O o peae e VYTV oay
Mail 12211 Giza Egypt P O Box 38 Fax 5727009 5736601 Tel 5728623 <728512 5726815 5687696
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DEVELOPMLENT RESCARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10
UNDER THE USAID/EGYPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION
SUB-GRANT AGREEMENT NO 263-0140 3

MANAGEMENT'S COMMENTS

Development Research and Technological Planning Center
(DRTPC)

Cairo University
Project Implementation Letters No 4 and 10
Under The USAID/Egypt Funded
Energy Conservation and Environment Project (ECEP/DRTPC)
Sub Grant Agreement No 263 0140 3
Response of DRTPC to the Draft Closeout Audit Report for

Fund Accountability Statement for ECEP/DRTPC for the Period
July 1 1997 Through September 30 1998

And

Indirect Cost Rate for DRTPC for the Pertod July 1 1997 through
June 30 1998

The following contains the response of DRTPC to the comments and findings of the
draft closeout audit report hereinafter referred to as the report DRTPC 15 willing fo

provide any further clanficabions and supporting documents as and when needed by
the audilors

| ECEP/DRTPC Fund Accountability Statement

A PILNo 4

The report contained only one comment on PIL No 4 expendiures ECEP/DRPTC
overspent § 42 267 from the salaries and consullant fees line items The report
considered this amount to be an inehgible expenditure on the ground that this
reallocation required the approval of USAID DRTPC provides the following response
to this comment

1 ECEP/DRTPC management informed the audil team during the audit process
that ECEP/DRTPC obtained the verbal approval of the USAID project officer
for the reallocation of the above mentioned amount The audit team m turn
informed ECEP/DRTPC management that the team would contact USAID to
clanfy this pont and expedite whelher a wnlten approval was required Till the
1issuance of the drafl closeout report ECEP/DRTPC did not recewe any
feedback from the auditteam This has been also pul very clearly in front of
the Pnce Walerhouse representative during the exit meeting held on Aprt! 29
1989 at USAID premises

2 During the exit meeting ECEP/DRTPC handed to Price Waterhouse a copy
of the concurrence of USAID (dated April 20 1999) regarding the reallocation
of the a m amount

¥
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER

PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10
UNDER THE USAID/EGYPT FUNDED
ENERGY CONSERYATION AND ENVIRONMENTAL PROTECTION
SUB-GRANT AGREEMENT NO 263-0140 3

MANAGEMENT’S COMMENTS

DRTPC managen ent naec  herefore to remove s a -~ o ~ment competery

from tna final closeout repot Price Waterhouse representative promised lo do that
during the 8 m exit meeting

il Schedule of Computation of Indirect Cost Rate
A Indirect Costs

1 Salaries

The repor! excluded the whcle lme llem of the DRTPC salaries in the amount of

$60 333 (LE 205 073) on the ground thal Ihe salaries were considered unsupported
expendtlure

On May 4 1999 the Price Walerhouse Audit Team reviewed the DRTPC personnel
fles of lhe persons receiving salary payments from DRTPC Therefore the DRTPC
salanes lne item in the amount of $A0 333 (LE 205073) 1s not unsuppored
expenditure and should not be excluded ‘rom the indrert cost pool of DRTPC

2 Photocopying

The report excluded phol~copying costs n the amount of 37 948 (LE 27 014) from
the DRTPC indirect cost pocl

DRTPC repeats here its response 1o ths photocopying item for the years 1994/95 &
1986/97 and does not accepl the exclusion of this amount due to the lollowing
reasons

1 The Photocopying Xerox machine Mode! 1038 1s localed in the first floor

at DRTPC  This machine s used by DRTPC managemenl for
admuristrative and financial purposes

2 The table belos summanzes he maintenance and running costs for the
above mentioner photocoprer

[ Model PhE’tBE?ﬁ:.er ! Mamtenan?s;; Voucher#

' Dated | No of
1 serial # Costs } Voucher coples
| LE I
f‘tosa 3022097026 | 89370 0 "1 Oc 1697 B38C '
! 1038 3022087026 l 832 87 o | Giz_, . fipi.oj ?f__ 123_ L
‘ 1038 3022097026 673 20 . Ci 1—Apnl 03 98 5212 L 1
e S L L KAl
j 1038 3022087026 LEEZ} 20 (leiii . —-] June 30 98 4236 !
(j Total IL 3554 00 B . 27863 ]

The above lotal number of copies (27863) 15 squivalent o 56 packets The
tolal cosl of these 56 packets of photocopying paper 15 LE 827 00 (cost of

packet 1s LE 13) The total photocopying cosl is thus LE 4381 00 (paper and
maintenance cosis)

Z@
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10
UNDER THE USAID/EGYPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION
SUB-GRANT AGREEMENT NO 263-0140 3

MANAGEMENT’S COMMENTS

Therefore the amount LE 4381 00 should be included in the DRTPC indirect cost
pool

Moreover the other photocopiers in the photocopying unit are used for adminsstrative
and tramning purposes These uses represent no less than 90% of the total
photocopying costs

In fact the photocopying costs paid by the ECEP (LE 4704 90) for this period should
be deducted from the DRTPC indirect cost pool The remaiming amount of LE
23 309 10 should be included in the DRTPC indirect cost pool

Prof Osman Lotfy Elsayed

-
C C// ="

— DRTPC Director

Carro May 16 1999
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER

PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10
UNDER THE USAID/EGYPT FUNDED

ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION

SUB-GRANT AGREEMENT NO 263-0140 3

MANAGLMENT'S COMMENTS

Prof Osaima Elbahar
PO Box 38 Giza
Fax Nuv (202} 572 8311

Cairo Apnl 15 1999
MS Salwa Wahba
Troject Oflicer
USAID/ Envitonment

SUBJECT Rendjustment of some Budge! Line Items for the Lnergy Conscrvation and
Eavironment I roject (ECEP/DRTPC) for 1997/1998

Dear Ms Wrhbn

Further to your verbal approval your concurrence for the rendjustment of some lino
ilcins in the ECEP/DRTPC budget (1997/98) 18 needed according to the foliowing schedule

No Trapsfer fram Transfer to Amount(LE)
L Indirect costs line Item Salaries line {tem 155 000 00
2 Tudirect costs line ftem Consultant fees Hine ttem 5000 00

Tlis transfer 1y necessary to cover the salaries and consultant fecs ol the ECEP/DRIPC
stalf far the period Sept 1997 through August 1998 where we on the contrary fo our planncd
budget bad to keep all the staff members til the end of August 1998 und some of the stafT
mentbers (1l the end of Septernber 1998 1o ensure the complete installation and moaltoring of
all demonstration projecis As you know there was some delvy in the cquipment dehivery/
nstallatio v /xtart — up of some of the demanstration projects which necessitated this change fn
the snlanes fine item

Upna revision of the indirect cost rates of DRTPC for the years 1923 1994 and 1996
ECTP/NIPC returmed bacle anamount of LE 254 893 01 to USAID and hence to thedirect
cast paol of LCFP/DRIPC (indlrect cost ina llem) Therefore the Indircct cost lne item aliows
the transfcr of lhese amounts to the hine items mentioned above

Your concusrence 13 highly nppreaisted

Sincerely vours

Prof Osama M F Elbahar

J

Cxecutive D rector (Farimerly)

of FCEP/DRTPC

Concur S)I/EwQ lezL(._QQ__—

7/&0/’77
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10
UNDER THE USAID/EGYPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION
SUB-GRANT AGREEMENT NO 263-0140 3

INDEPENDENT ACCOUNTANT’S RESPONSE

Management of the Development Research and Technological Planning Center ("DRTPC") of the
Energy Conservation and Environmental Protection ("ECEP") component provided comments to our
draft report presented at the eit conference held on Apnl 28 1999 These comments have been
included unedited in Appendis A of this report  We have reviewed management's comments and have
either adjusted our final report or clarified our position Our response below parallels the audit report

findings and management's comments

RESPONSE TO DRTPC MANAGEMENT COMMENTS TO QUESTIONABLE COSTS
DETAILED IN SUPPLEMENTAL SCHEDULE NO 3

I Fund Accountability Statement

A PILNo 4

ECEP provided USAID/Egvpt approsal for reallocation of budget from the mdirect cost line item
to salanes and consultant line items Therefore the finding has been removed from the final

report
Il Schedule of Computation of Indirect Cost Rate
A Indirect Costs

1 Salaries

DRTPC provided access to the personnel files which were reviewed at DRTPC s offices
Based on this support the finding has been removed from the final report

o

Photocopying

DRTPC provided documents showing the cost associated with one photocopier total LE
4 282 (DRTPC s calculation of paper use was incorrect The cost/pachet (LE 13) times 26
pachets equals LE 728 not LE 827) DRTPC also states the cost paid bv ECEP should be

moved from the mdirect cost pool

Whether DRTPC documents costs for all photocopiers or not the 1ssue remams that ECEP
has paird DRTPC for photocopving ECEP charged this as a direct cost to USAID/Egvpt

DRTPC 1s seehing to recover additional funds from ECEP for photocopving through the
indirect cost pool Our finding disallows this as stated Therefore our finding remains

unchanged

3 There was no response on other findings therefore our findings remains unchanged

2.2
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MISSION RESPONSE
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USAID
W UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

‘..'l.'

CAIRO EGYPT

MEMORANDUM

DATE August 05, 1999
TO Darryl Burris, RIG/A/C
Ay N :
FROM Mary Eileen Devitt, Division Chief, FM/FA
SUBJECT Closeout Financial Audit of the Development Research and

Technological Planning Center (DRTPC), Costs Incurred Under
the Energy Conservation and Environment Project (ECEP)
Component of USAID/Egypt's Science and Technology for
Development Project No 263-0140 3

Final Draft Report dated June 27, 1999

Following 1s the Mission response to Recommendation No 1 under the subject audit

Based on Mission review of the questioned indirect costs of $13,640 (LE 46,362) and DRTPC s
response dated May 17, 1999 (Appendix A of the draft report), the final indirect cost rate was
determned to be 18 95% for the period July 1, 1997 through June 30, 1998 This memorandum
has been cleared by the Technical, Legal, and Procurement Offices

Accordingly Mission applied the final rate to ECEP/DRTPC direct payments which resulted in
an amount due to USAID of $23,846 (LE81,052) As a result, Mission 1ssued Bill Of Collection
(BOC) No 81768, dated 08/05/1999 to recover the amount owed to USAID, (Attachment A)

Recommendation No 1

We recommend that USAID/Egypt finahze the Development Research and Technological
Planning Center’s indirect cost rate for the period July 1, 1997 through June 30, 1998,
taking mto consideration the questioned mdirect costs 1dentified on pages 12 and 13 of the
Price Waterhouse (PWH) audit report, and recover any amounts determined to be owed
USAID/Egypt

Mission response

Following are the details of the questioned indirect costs under recommendation No 1

USAID/Egyp!
Zahraa El Maze Fizadh
Cairo Egypt



Finding No A 2 Inehgible Photocopying costs for $7,948 (LE27,014)

In their response, DRTPC stated that indirect photocopying costs include all projects managed by
DRTPC mcluding ECEP, 1n addition to DRTPC administrative use

PWH found that ECEP's photocopying costs included in the indirect cost pool were previously
charged to USAID as a direct cost under Project implementation Letter (PIL) No 4

OMB Circular A-122 titled "Cost Principles for Non-Profit Orgamizations” states that "A cost
may not be allocated to an award as an indirect cost if any other cost incurred for the same
purpose 1n like circumstances, has been assigned to an award as a direct cost " (Attachment B)

Per DRTPC response dated May 17, 1999, DRTPC acknowledged that $1,384 (LE4 704)
represents ECEP photocopying costs already charged to USAID as a direct cost and
consequently 1s a duplicate charge However, DRTPC asserted that $6,564 (LE22,310)
represents photocopying costs spent for DRTPC s administrative work and therefore was proper

Yet, DRTPC did not present any supporting documents (other than documents relating to
photocopying maintenance) substantiating its position that $6,564 represent appropriate
administrative photocopying costs, nor did 1t provide adequate justification/documentation for
the basis of allocating this amount to administrative photocopying costs

DRTPC did submit documents supporting photocopier maintenance costs for $1,045 (LE3,553)
(Attachment C) and stated that these costs pertain to a photocopier that was exclusively uszd for
administrative purposes during the audited period USAID has determined that these
photocopier maintenance costs are adequately supported

Based on DRTPC’s assertion and Mission review of the supporting documentation pertaining to
the maintenance costs (invoices, vouchers receipts), Mission has concluded that of the $1,045
(LE3 553) maintenance costs, only $950 (LE3 230) 1s allowed The remaining amount of $95
(LE323) relates to sales taxes and 1s sustained (Attachment D)

Therefore, of the $7,948 questioned, $950 1s allowed and $6,998 1s sustained

Kmnding No A 3 Ineligible Social Insurance for $3,433 (LE11,668)

Although the employer share of social insurance should be paid according to the Egyptian laws
and regulations the Project Grant Agreement under which ECEP 1s operated/funded
Amendment two Section No 5 10 a, prohibits the use of USAID monies for funding such

payments (Attachment E)

Therefore, $3,433 1s sustained



Finding No A 4 Ineligible Fringe Benefits for $2,000 (LE6,800)

DRTPC included m 1ts indirect cost pool, as fringe benefits, $2,000 representing Ramadan Iftar
for 1ts employees and their families

Per OMB Circular A-122, USAID funding 1s limited to certain types of fringe benefits, including
annual sick, and military leave, medical nsurance, and the like Accordingly, such costs are not
considered fringe benefits, rather, they are considered entertainment costs

Therefore, $2,000 1s sustamed .

Finding No A 5 Inehgible Advertising costs for $259 (LE880)

This amount represents a congratulatory advertisement 1n the newspaper

Per OMB Circular A-122, advertising costs are limited to recruitment costs, procurement of
goods and services disposal of surplus goods acquired 1n the performance of the award, or
specific requirements of the award, (Attachment F)

Therefore, $259 1s sustained

Conclusion

Based on the above of the $13,640 (LE46,362) questioned 1ndirect costs, $950 (LE3,230) 1s
allowed and $12,690 (LE43,132) 1s sustained

Therefore, the indirect cost pool 1s adjusted to $125,750 as follows

DRTPC ndirect cost pool (Per the audit report) = $138,440
Final sustained indirect costs = $ 12,690)
Adjusted indirect cost pool $125,750

Accordingly the final audited indirect cost rate for the year ending June 30 1998 15 18 95% as
follows

Adjusted indirect cost pool $125.750 = 18 95%
Total direct cost $663.457

Mission applied the 18 95% audited rate to direct payments made to ECEP/DRTPC during the
period from July 1 1997 to June 30 1998 which resulted 1n $23,846 (LE81,052) due to USAID
(Attachment G)



Based on the above, Mission requests resolution of Recommendation No 1 Closure will be
requested upon resolution by RIG/A and collection of the amount due to USAID

Att als

cc Prof Osman Lotfy El Sayed President, DRTPC
Prof Osama El Bahar, Former Executive Director, ECEP/DRTPC

USAID/Egypt

Salwa Wahba EI/EE

Sameh Habib, FM/FA
Mokhtar El Shaarani, FM/FA
Sahar Rahman, FM/FA

Lucy Zakhary, FM/FA

FM Reading File




