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:MEMORANDUM

We engaged Pnce Waterhouse to perform a finanCial audIt of project revenues received
and costs mcurred by the Center under the above-mentIOned Pll..,s, as well as the mdirect
cost rate for the penod speCIfied The purpose of the audIt was to evaluate the propnety
of costs mcurred dunng these penods Pnce Waterhouse also evaluated the Center's
mternal controls and comphance WIth apphcable laws, regulatIOns and agreement terms, as
necessary, m fOfffilng an opmIOn regardmg the Fund Accountablhty Statement

The attached report, transmItted on June 6, 1999 by Pnce Waterhouse, presents the results of a
financIal audIt of the Development Research and TechnolOgical Plannmg Center (the "Center")
funded under the Energy ConservatIon and Enwonmental ProtectIon (BeEP) component of
USAIDlEgypt's SCIence and Technology for Development Project No 263-0140 The audIt
mcluded revenues receIved and costs mcurred by the Center under Project ImplementatIOn
Letter (PIT..,) Nos 4 and 10 for the penod July 1, 1997 through September 30, 1998, and
mdrrect and drrect costs used to compute mdrrect cost rates for the penod 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, mcrease energy
efficIency and protect the enwonment PIT.., No 4 proVIded funds for local management and
techrucal sefVlces to pnvate sector entItles partlclpatmg m the project PIT.., No 10 proVIded
funds for overseas travel to attend trammg courses
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BumslBrown Memorandum-Fuuuu:udAudlt ofthe Development Research and TechnologICal
Plmuung Center, Costs Incurred Under the Energy Conservatwn andEnvrronmental Protectwn
Component ofUSAIDlEgypt's SCIence and Technology for Development Project No 263-0140 Page 2

The audItors dId not IdentIfy any questlOned drrect costs under PIL Nos 4 and 10 However,
the audItors dId IdentIfy $13,640 m questlOned mdrrect costs for the penod July 1, 1997
through June 30, 1998 AdditlOnally, capItal expendItures of $33,645 were excluded from the
base ofthe mdrrect cost rate calculatlOn for the same audIt penod Smce the ECEP component
of the Project has ended, the audItors dId not Issue any reports on the Center's mternal control
structure or compltance With appltcable laws and regulanons

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

RecommendatIOn No 1 We recommend that USAIDlEgypt finalIze the
Development Research and TechnologIcal Plannmg Center's mdirect cost rate
for the penod July 1, 1997 through June 30, 1998, takmg mto consIderatIon the
questIOned mdirect costs IdentIfied on pages 12 and 13 of the Pnce Waterhouse
audit report, and recover any amounts determmed to be owed USAIDlEgypt

In response to RecommendatlOn No 1, USAIDlEgypt reVIewed the questlOned mdrrect costs
(all mehgtble) and determmed the final mdrrect cost rate to be 1895 percent for the penod July
1, 1997 through June 30, 1998 The MIssIon applted the final rate to disbursements, wInch
resulted m an amount due to USAID of $23,846 for the penod endmg June 30, 1998

Based on the final mdrrect cost rate applted to disbursements, USAIDlEgypt Issued a Bill of
CollectlOn m the amount of $23,846 to recover the amounts owed by the Development
Research and Technologtcal Plannmg Center Based on tIns response, we consIder
RecommendatlOn No 1 to have receIved a management decIsIon

Thank you for the cooperatlOn and assIstance extended to the audIt staff on tIns engagement
and your contmued support ofthe finanCial audIt program m Egypt

Attachment als
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DEVELOPMENT RESEARCH AND
TECHNOLOGICAL PLANNING CENTER

CLOSEOUT AUDIT OF
PROJECf IMPLEMENTATION LETTERS

NOS 4 AND 10
UNDER THE USAIDIEGYPT FUNDED

ENERGY CONSERVATION AND
ENVIRONMENTAL PROTECfION

SUB-GRANT AGREEMENT NO 263-0140 3

FUND ACCOUNTABILITY STATEMENT,
SCHEDULE OF COMPUTATION OF

INDIRECf COST RATE AND
ADDITIONAL INFORMATION

FOR THE PERIODS
JULY 1,1997 THROUGH SEPTEMBER 30,1998 AND

JULY 1, 1997 THROUGH JUNE 30,1998

"FmancJa] mformatJon contamed m thJll report may be prmJeged The restnctJons of 18 USC 1905 should
be consJdered before any mformatJon Jll released to the pubhc"
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Mr Dam! Bums
ReglOnal Inspector General for AudIt/Carro
Unrted States Agenc\ for
InternatIOnal Development

Dear Mr Bums

ThIS report presents the results of our fmanclal related audIt of project revenues recel\ ed and costs
mcurred and the schedule of computatIOn of mdrrect cost rate of the Development Research and
Technologrcal Plannmg Center ("DRTPC") of the Ener~ ConservatIOn and Emrronmental
ProtectIon ( ECEP ) Component of the SCIence and Technolo~ for De\elopment Project The
audIt populatIon mcludes rev enues recel\ ed and costs mcurred b\ ECEPIDRTPC under Project
ImplementatIOn Letters ("PlLs") Nos 4 and 10 of the Umted States Agenc\ for InternatIOnal
De\elopment MISSIOn to E~'Pt ("USAIDIE~'Pt') funded Sub-Grant Agreement No 263-01403
("Sub-Grant Agreement" or "Project"), for the penod Juh 1, 1997 through September 30 1998
The audIt populatIOn also mcluded mdrrect and drrect costs used m the schedule of computatIOn of
the mdrrect cost rate for the penod Julv 1, 1997 through June 30 1998 (collectIvelv the penods
under audIt are referred to as "audIt penods")

Background

USAIDIE~'Pt entered mto the Sub-Grant Agreement WIth the Arab RepublIc of E~'Pt on
September 27 1988 The Project was completed on September 30, 1998 The Sub-Grant
Agreement estabhshed the Energv ConservatIon and Emrronmental ProtectIon component
("ECEP") of the SCience and Technologv for Development Project ECEP was deSIgned to promote
and accelerate the adoptIOn of rmproved commerCIal technologres, processes and practIces to
mcrease energy efficlencv and protect the envrronment as well as to rmprove the capabIlitIes of
E~ ptlan mstitutions to promote and rmplement energy conserv atlon and envIronmental protectIon
technologIes ECEP purpose-drrected actIVItIes mcluded the selectIon desIgn mstallatIon
operatIOn and momtonng of envrronment and energy effiCient technologres fmancmg the frrst
demonstratIons of these technologres and promotmg and facIhtatmg the replIcatIon of those
technologres successfulh applIed through publIc relatIons, trammg actn Ities and the reduction of
pohc\ and regulatof\ constramts To achIeve ItS objectives and perform these actIVitIes three
Implementmg agencies ""ere selected to operate under ECEP DRTPC the Tabbm Institute for
Metallurgical Studies ('TIMS ') of the Mmistn of Indusm and the FederatIon of Egvptlan
Industnes ("FEI )

ECEP \\as segregated mto 1\\0 components one for E~'PtIan pmate sector fIrms and one for
publIc sector fIrms DRTPC \\as the rmplementmg agency for pm ate sector fIrmS TIMS \\as the
rmplementmg agenc\ for publIc sector frrms FEl supported the actnities of DRTPC and TIMS
through the development of a database of mformatIOn on energy conservatIOn and envrronmental
management PlL No 4 under DRTPC deSIgnated funds to be used for pro\Idmg local
management and technIcal servIces to the pm ate sector entItles participatmg m the project PIL No
10 under DRTPC deSIgnated funds for overseas tr3'. el to attend trammg courses



•ECEPIDRTPC recel\ed 100% of Its capital fundlllg from USAIDlEgvpt HO\\e',er the host
countn pm ate sector prO\ Ided Ill-lund and cash contnbutlOns III the form of commodities and
eqUIpment custom clearance sen Ices

DRTPC s agreement with USAIDlEgvpt was on a cost relIDbursement basIs for PIL No 4 and on
an ad\ ance basis for PIL No 10 AddItlOnalh PIL No 4 reco\ ered mdIrect costs through a
pro\lslOnal mdIrect cost rate Amendment No 13 to PIL No 4 dated August 9 1998 apprO\ed
fundmg to DRTPC of$2,382,018 for the penod from March I 1989 through September 30 1998
Amendment No 7 to PIL No 10 dated October 16 1997, approved fundmg to DRTPC of
$129744 for the penod from October I 1990 through September 30 1998 Amendment No :; to
the Sub-Grant Agreement appro\ed host countn pmate sector m-lund and cash contnbutlOns of
$4883 789 and $4 778 761 respectl\eh

Audit ObJectives and Scope

The purpose of this engagement \\ as to perform a fmanclal related audit of project re, enues
recel\ed and costs mcurred b\ ECEPIDRTPC under the PILs and DRTPC's mdrrect cost rate
calculatIon approved under PIL No 4 for the penod Specific objectl\es were to perform and
determme the foUm\ mg

E,<press an opmIOn on \\hether the fund accountablht\ statement for USAIDlEgvpt funds
managed b\ ECEPIDRTPC under the PILs presents farrh m all matenal respects project
re\ enues recel\ ed and costs mcurred for the audit penod m conforrnIt\ \\ Ith generaU\
accepted accountmg pnnclples or other comprehensl\e baSIS of accountmg mcludmg the cash
receipts and dIsbursements baSIS

2 Deterrmne If the costs reported as mcurred under the PILs are III fact allo\'.able allocable and
reasonable m accordance \\ Ith the terms of the PILs and the Sub Grant Agreement

3 Obtam suffiCient understandmg of the mtemal control of the ECEP Project as It relates to the
PILs assess control fISk to adequateh plan the audit and the nature e'\.tent and turung of
audit tests

4 Perform an audit of the mdrrect cost rate calculation used b\ ECEPIDRTPC under PIL No 4
of the Sub-Grant Agreement and

5 Determllle If ECEPIDRTPC has taken correctl\ e actIOn on pnor audit report
recommendatIOns

While \\e \\ere engaged on the pnor audit the Project approached ItS project completIOn date
Therefore the office of the RegIOnal Inspector General for AudIt m Cmro requested an e.....tenslOn of
the audit field\\ork to audIt through the completion date September 30 1998 ThiS report IS the
result of the additIOnal audit \\orl-.. on the final penod of the Project
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•The audIt populatIOn mcluded $384 226 and $11976 of direct ECEPIDRTPC costs for PILs Nos ..J.

and 10 respectl\eh The audIt populatIOn also mcluded $104067 ofmdrrect costs billed under PIL
No 4 for the penod Juh 1 1997 through September 30 1998 These mdrrect costs \\ere calculated
and bIlled usmg a USAIDIE~'Pt apprmed pro\lsIOnal mdrrect cost rate of 2691% On a
Judgmental baSIS \\e selected and tested $72231 (b%) of total drrect and mdlrect costs Incurred
under PIL No 4 and $3 533 (30%) of dtrect costs rncurred under PIL No 10 \Ve also
Judgmenta1h selected and tested $85490 (62%) of costs mcluded m the mdrrect cost pool for the
penod from Juh 1 1997 through June 30 1998 Our audIt populatIOn also rncluded $428 132 of
ECEPIDRTPC re,enues recen.ed for PILs Nos 4 and 10 We tested one hundred percent of these
re,enues

Our tests of dtrect and mdtrect costs rncurred bv ECEPIDRTPC rncluded, but ,,,ere not hrruted to
the follo\\ mg

Reconcdrng ECEPIDRTPC s accountrng records to bIllmgs Issued to USAIDIE~'Pt to ensure
that ECEPIDRTPC costs \\ere appropnateh supported

2 Testrng a representatne sample of ECEPIDRTPC costs funded b, USAIDIE~'Pt for
allowabilIt> and allocablllt>

3 Deterrnmmg If salan costs ",ere properly supported and appro, ed

..J. E'\.arnmmg support for a sample of Items rncluded m the rndrrect cost pool and recalculatmg
the actual mdrrect cost rates for the audIt penods

5 Deterrnmmg If re, enues received are presented farrh rn all matenal respects m the fund
accountablht> statement

E'\.cept as dIscussed m the ne'\.t three paragraphs \\e conducted our audIt rn accordance \\Ith
generalh accepted audItrng standards and the fmancial audIt requrrements of Go,emment AudItIng
Standards ( GA.S ) Issued b\ the Comptroller General of the Umted States Those standards
requrre that \\e plan and perfonn the audIt to obtam reasonable assurance about \\hether the fund
accountablhtv statement and schedule of computatIOn of rndrrect cost rate are free of matenal
mIsstatement

We dId not hal, e an e'\.ternal qualIt> control re\ lev. b\ an unaffiliated audIt organIzatIOn as reqUIred
b, paragraph 33 of chapter 3 of GAS SInce no such quaht> control re,Ie\\ program IS offered b\
profeSSIOnal organIzatIOns III Egvpt \\te belIe, e that the effect of thIS departure from the flllancwi
audIt requlIements of GAS IS not matenal because \\e partICIpate III the Pnce Vv aterhouse
\\orld'\'\Ide Illtemal qualItv control program ThIS program reqUIres the Pnce Vvaterhouse CaIro
office to be subjected e, en three, ears to an e'\.tenSI\ e quaht> control re'Ie" b\ partners and
managers from other Pnce Waterhouse offices and frrms

USAIDIE~'Pt has requested we not report on ECEP s rnternal control and overall compliance \\Ith
la\'..s regulatIOn contracts and grants for the PILs under audIt as requrred bv Chapter 5 of GA.S
ThIS IS because recommendatIOns to lll1prm e weaknesses m the rnternal control and correctn e
actIOns to rectIn mstances of matenal noncompliance cannot be lll1plemented The EeEP Project
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lnd thc lctn Illes conducted under thc PILs lnd conscquentl\ the mternll control \\ Ith rcspect to

the ProJect and thc PILs under audit hm e ceased \\ Ith no addItIOnal funds bemg prO\ Ided b\
LJSAID/E!,'\ pt Vv e bclIc\ e that the cffect of thIs departure from the finanCIal ludlt reportmg
,,,qulrcmel1ts of GAS IS not matenll This IS bccluse m plannll1g and performmg our ludlt ot thc
lund lccountablllt\ stltcment of ECEP for the ludIt penods \\C obtamed an understandmg of tk
ll1terna! control as It related to the PILs undcr audIt Vv Ith respect to the mternal control \\ e
obtll11cd an understandmg ot the deSIgn ot rele\ lnt pohcles and procedures Vv e assessed control
fisk III order to detern1me our ludltll1g procedures for the purpose of e....pressmg our 0pll1l0n on the
lund lccountlblllt\ statement and not to prO\ Ide ln opmlOn on the mternal control A~ part 01
obtl1111J1g rClsonlblc lssurancc lbout \\hcther the fund accoul1tlblllt\ statement IS free from
materl1l misstatements \\e pertormed tests of ECEP ~ compliance \\Ith certam prO\ISIOnS of h\\s
rcguhtlons contncts and gnnts th lt rehted dlrecth to the allo\\ ablllt\ of re\ enues recen ed lnd
costs lI1curred The oblectn e of our audIt ot the tund accountlblllt\ statement \\ as not to pro\ Ide
an opll1lOn on 0\ erall compliance \\ Ith such pro\ ISlons

Results of -\udlt

Fund -\ccountablllt\ Statement and Schedule ot ComputatIOn ofIndIrect Cost Rlte

Our audIt procedures IdentIfied no meligtble or unsupported dIrect costs for PIL No 4 1\Jo
lJuestlOnable costs \\ere Identified for PIL No 10 Vve IdentIfied $13640 of ll1eligtble lI1dlfect
costs mcluded 111 the schedule of computatIon of mdlrect cost rate for the penod Juh I 1997
through June 30 1998 The fund lccountabIlIt\ statement the schedule of computatIon of mdlfecl
cost rate and the detail of questIOnable costs as mcurred m EgyptIan pounds are mc!uded m
Supplementl1 Schedules to thIS report

Internal Control

As stated pre\loush the ECEP Project term has lapsed PILs Nos -J. and 10 and consequenth
theIr related 111tern11 control ha\ e ceased As 1 result \\ e dId not perform 1 detaIled e\ aluatlOn of
the Project ~ lI1ternl1 control \\ Ith respect to the PILs under audIt

Compllancc \\Ith La\\s RegulatIons Contf1cts and Gnnts

~s stated pre\ loush the ECEP Project term has lapsed PILs "\os -J. lnd I Ll and consequenth
theIr related mternal control hm e ceased i\s a result \\e dId not e\ aluate ECEP s 0\ erall
comphance \\ Ith applIcable la\\ s and regulatIons \\ Ith respect to the PILs under audlt

Follow up on Pnor Audit RecommendatIOns

\\le hm e rc\ le\\ed the pnor audIt report of ECEP/DRTPC for the penod Juh I 1996 through June
30 1997 No mternal control and noncompliance Issues \\ere noted -\Iso the fund accounwbdJt\
statement did not mcludc an\ questIOnable costs
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Management Comments

ECEPIDRTPC management s comments ha\e been obtamed and are mcluded m AppendI"\. A to thIS
report In response to management's comments we either proVided further clanficatIOn of our
positIOn m Appendix B or ha\ e adjusted our [mdIngs

MIsslOn Response

The llliSSIOn response IS mcluded m AppendL"\. C to tlus report

ThiS report IS mtended for the mformatlOn of ECEPIDRTPC management others \\lthm the
orgamzatIOn and USAID/Eg"pt However thiS report IS a matter of publIc record and ItS
dlstnbutlon IS not Illllited
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Przce Waterhouse

22 EI Nasr SI
New Maadl
Cairo Egypt

TELEPHONE 5168027 (5 Lines)
FAX 5168169
TELEGRAPH PRICEWATER

REPORT OF INDEPENDENT ACCOUNTANTS
ON THE FUND ACCOUNTABILITY STATEMENT

AND SCHEDULE OF COMPUTATION OF INDIRECT COST RATE

June 6 1999

Mr Darrvl Bums
RegIOnal Inspector General for AudIt/Carro
Umted States Agencv for
InternatIOnal De\ elopment

We have auchted the fund accountabI1It\ statement ( FAS') of project re\enues receIved and costs
mcurred and the schedule of computatIon of mdrrect cost rate ( Schedule") of the De\ elopment
Research and TechnolOgIcal Plannmg Center (' DRTPC ) of the Energy ConsenatIOn and
Emironmental ProtectIOn ( ECEP ) Component of the SCIence and Technology for De\elopment
Project The audIt populatIOn mcluded revenues receI\ed and costs mcurred b\ ECEPIDRTPC
under Project ImplementatIon Letters ('PILs ') Nos 4 and 10 of the Umted States Agenc\ for
InternatIOnal Development MIsSIon to Egvpt (' USAIDlEgvpt ) funded Sub-Grant Agreement No
263-01403 ( Sub-Grant Agreement or Project), for the penod Julv I, 1997 through September
30 1998 The audIt populatIOn also mcluded mchrect and drrect costs used m the Schedule for the
penod Juh 1 1997 through June 30, 1998, (coUectIveh the penods under audIt are referred to as

audIt penods) The FAS and Schedule are the responsibIIIt\ of ECEP/DRTPC management Our
responsIbllIt> IS to e"\.press an 0plll1on on the FAS and Schedule based on our audIt

E \.cept as discussed m the ne"\.t three paragraphs, we conducted our audIt m accordance WIth
generalh accepted auchtIng standards and Government AudItmg Standards ( GAS) Issued bv the
Comptroller General of the Umted States Those standards requrre that ""e plan and perform the
audIt to obtam reasonable assurance about ""hether the FAS and Schedule are free of matenal
mIsstatement An audit mcludes exammmg on a test baSIS e\ Idence supportmg the amounts and
chsclosures m the FAS and Schedule An aucht also mcludes assessmg the accountmg pnnclples
used and slgmficant estrrnates made b\ management as \\ell as evaluatmg the Overall presentatIon
of the FAS and Schedule We belIeve that our aucht pro"Ides a reasonable baSIS for our opimon

We chd not hay e an e\.ternal qualItv control re\le\\ bv an unaffilIated aucht organIzatIOn as reqUIred
bv paragraph 33 of chapter 3 of GAS smce no such qualIty control revIe"" program IS offered b\
profeSSIOnal organizatIOns III Egvpt We belIeve that the effect of thIS departure from the finanCial
audit requrrements of GAS IS not matenal because ""e partICipate m the Pnce Waterhouse
\\orld\v1de Internal qualItv control program which reqUIres the Pnce Waterhouse Cairo office to be
subjected ever> three years to an e"\.tenSI\e qualIt> control reVIew bv partners and managers from
other Pnce Waterhouse offices and firms

USAIDlEgvpt has requested v,e not report on ECEP s mternal control and overall compliance \\Ith
la\\s regulatIOn contracts and grants for the PILs under aucht as requrred b\ Chapter 5 of GAS
ThiS IS because recommendatIOns to Improve \\eaknesses m the mternal control and correctne
actIons to rectify mstances of matenal noncomplIance cannot be Implemented The ECEP Project
and the activitIes conducted under the PILs and consequenth the mternal control \\Ith respect to
the Project and the PILs under aumt, have ceased WIth no addItIOnal funds bemg provrded b\
USAID/Egypt We belIeve that the effect of thIS departure from the [maneral audIt reportmg

6
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•
reqUIrements of GAS IS not matenal thIS IS because m plannmg and performmg our audtt of the
FAS of ECEP for the audIt penods, we obtamed an understandrng of the rntemal control as It
related to the PILs under audIt WIth respect to the rntemal control we obtarned an understandrng
of the deSIgn of relevant polIcIes and procedures We assessed control nsk ill order to determme our
audltmg procedures for the purpose of expressmg our opmlOn on the FAS and not to provIde an
oprnIOn on the rntemal control AccordInglv, we do not express such an opmIOn As part of
obtammg reasonable assurance about whether the FAS IS free from matenal mIsstatements we
performed tests of ECEP's complIance WIth certam proVIsIons of laws, regulatlons, contracts and
grants that related dIrectlv to the allowabIlIt\ of revenues receIved and costs mCllrred The obJectI> e
of our audIt of the FAS was not to prOVide an opmIOn on overall complIance WIth such provlSlons
Accordmglv, we do not express such an opmlOn

The FAS and Schedule have been prepared on the cash baSIS of accountmg, as descnbed m Note 2
\'<hlch IS a comprehenSIve baSIS of accountmg other than generall~ accepted accountmg pnncIples
used m the Umted States of Amenca ConsequentlY revenues are recognIzed when receIved and
expendItures are recognIzed when paId, rather than when the oblIgatlons are mcurred Accordmg!>
the FAS IS not mtended to present results m accordance WIth accountmg pnnclples generaUv
accepted rn the Umted States ofAmenca

As detaIled m the FAS and Schedule and more fullv descnbed m Note 6 thereto, our audIt
procedures IdentIfied no melIgIble or unsupported dIrect costs for PIL No 4 We IdentIfied $13,640
of melIgIble mdIrect costs, mcluded rn the Schedule for the penod Julv 1, 1997 through June 30,
1998 AddItIOnalh-, $33,645, ofcapItal expendIture costs, was excluded as mehgIble, from the base
of the mdIrect cost rate calculatIon for the audIt penod PrOject costs that are mehgIble for
USAlDlEgypt reImbursements are those that are not program-related or are prohIbIted by the PILs,
the Sub-Grant Agreement, or applIcable laws and regulatlons Unsupported project costs are those
lackIng proper documentatIOn

In our opmlOn, e,-cept for the effects of the questIOnable project costs dtscussed m the SIXth
paragraph, the fund accountabIlIty statement and schedule of computatlon of mdIrect cost rate
referred to m the first paragraph present faIrly, m all matenal respects, project revenues receIved
and costs mcurred, and the mdrrect cost rate of ECEPIDRTPC under the Sub-Grant Agreement
dunng the audIt penods, m conforrmt> >'llth the baSIS of accountIng descnbed m Note 2

ThIS report IS mtended for the mformatIon of ECEPIDRTPC management, others WIthm the
organIzatIon and USAIDlEgypt However thIS report IS a matter of pubhc record and Its
dIstnbutIon IS not lImIted

7



DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER ("DRTPC")

PROJECT IMPLEMENTATION LETTERS (PILS) NOS 4 AND 10

UNDER SUBGRANT NUMBER 263-01-10 3

FOR THE PERIOD JULY 1 ,1997 THROUGH SEPTEMBER 30,1998

I
I

EXPRESSED IN US DOLLARS

FUND ACCOUNTABILITY STATEMENT

APPROVED

BUDGET

(NOTE I)

ACTUAL

EXPENDITURES

(NOTE I)

QUESTIONABLE

PROJECT COSTS

INELIGIBLE

(NOTE 6)

AUDIT

FINDING

REFERENCE

I
I
I

The aClOmpammg ootes .ire an mtegral part oftbe Fund A('lOuntabdlh Statement

8

BEGINNING FUND BALANCE PIL No 4

USAIDIEGYPT REVENUES

PILNo 4

PILNo 10

Total Re\ eoues

EXPENDITURES

PILNo 4

5Jlmle~

Con~ultant Fee...

HOnOlm1a
Tra\el and PerdIem

Trallllllg I WorJ...~hop~ I (onference~
Matenab and Supphe...

Office EqUipment and Reno\ allon

Subcontract \Hth CPA Fmn

Other Drrect Co~b

Indrrect Co...1-.

Total E'\:pendltures PIL No 4

PIL No 10

Arr TlcJ...eb

Total E'\peodltures PIL No 10

OUTSTANDING BALANCE

PIL No 4 (Note I)

PILNo 10 (Note I)

3636

412833

15299

428,132

231 171 226997 I A I Page 12

48949 47701 1Al Pa2e 12

4 191 357

25593 25262

22 959 22180

21466 21 188

34086 33645

5998

6986 6896
154496 104067
555,895 488,293

11976

11.976

71,824

3.323

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



I DEVELOPMENT RESEARCH A~l> TECHNOLOGICAL PLA" 'L"IG CEl'TER (' DR fPC )

CO"'IPL'TAnON OF Thl>IRECT COST IU.TE

I
FOR THE PERIOD

JULY I. 1997 THROUGH JUNE 30, 1998

EXPRESSED IN US DOLLARS

I CORRECT

QUESTIONABLE PROJECT COSTS INDIRECT COST AUDIT

I
EXPENDITURES INELIGmLE UNSUPPORTED POOL FINDING

INDIRECT COST POOL (NOTE 6) (NOTE 6) (NOTE 5) REFERENCE

Salanes 60333 60333 IT A I Page 12

StatlOnan and PublIcatIOns ) ..1)7 ) ..1)7

I PhotocopHng 7948 7948 II A:; Page 12

Car E'\pen~es 2331 2 ::1
Telephone 2474 2474

I SOCIal In~urance 3431 3431 II A ., Page 12

Couner 208 208

Electnclt\ 4441 4441

I
Computer Purchases 662 662

Purcha~e~ 4397 4397

RepaIrs and Mamtenance 42)9 42)9

Bank Charge~ 1322 1322

I frmge Benefits 2286 2000 2% II A 4 PJge I"

Fmanclal and TeLhrucal Propo~ab 1471 1471

SubscnptIons 18) 18)

I
TransportatIon 104 JO..j

Ad\ertlsmg 629 2)9 170 II A) Page 1,

IntangIble Semce~ 588 )88

I
DeprecIatIOn 3042) 30425

BUlldmg Use AJ]O\\ance (2%) ) 487 ) 487

TOTAL INDIRECT COSTS 138 4~0 13 6~0 12~ 800

I DIRECT COST POOL

I
DRTPC DIrect Co:.b 312876 ,12876

PIL No 4 DIrect Co;,ts 384226 336..b 350 )81 II B I Page 13

I
TOTAL DIRECT COSTS 697102 33 6-b 663 ·b7

DRTPC INDIRECT COST RATE (Note~)

I Total IndIrect Co;,b
Total DIrect co;,b

I
I
I
I
I

124800
188%

The dcCOmpao\JDg Dotes .Ire olD mtegrdl part of the Fund Accouotablht\ Stdtement
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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 accountabllItv statement mcludes project re, enues receIved and costs Incurred b, ECEPIDRTPC under
PILs Nos 4 and 10 of the Sub-Grant Agreement for the penod Ju1v 1 1997 through September 30 1998 (the
"audIt penod") The schedule of computatIOn of mdIrect cost rate mcludes mdrrect and drrect costs mcurred b,
DRTPC for the penod Juh 1 19C)7 through June 30 1998

"ApprO' ed Budget" mcludes USAIDlEgvpt approved costs m accordance WIth the most recent budget
amendment ofPlLs Nos 4 and 10 wlthm the audIt penod and IS presented for mformatlOnal purposes onh

Amendment No 13 to PIL No 4 dated August 9, 1998 approved project costs of$2,382,018 durmg the penod
March 1 1989 through September 30 1998 ECEP records as of June 30 1997 mdIcate that e'\.pendItures of
$1 826 123 ",ere mcurred under PIL No 4 from March 1 1989 through June 30 1997 AccordIngh the total
budget for PIL No 4 durmg the audIt penod has been calculated to be $555,895 PIL No 10 IS funded b,
ad\ances Budget amounts m EgyptIan Pounds ("LE") have been converted to US dollars as e'\.plamed ill Note 3
be10n

Actual E'\."pendItures" represent cumulatne project revenues receIved and costs mcurred under the PILs dunng
the audIt penod E'\.pendItures m LE have been converted to US dollars as e'\.plamed m Note 3 belo"

The outstandIng balance for PIL No 4 represents the net receIvables and pavables ofECEP The outstandIng
balance for PIL No 10 represents the balance from the ad\ ance receIved ThIS balance \\ as refunded to
USAIDlEgvpt

NOTE 2 - BASIS OF PRESENTATION

The fund accountabIht> statement and schedule of computatIon of mdrrect cost rate of ECEPIDRTPC ha\ e been
prepared on the baSIS of cash receIpts and dIsbursements modIfied for certam Items Project re' enues are
recogmzed when recened Project costs are recogmzed ",hen paId rather than when the oblIgatIOn IS mcurred
Ho" e\ er the mdIrect cost pool also cantams depreCIatIOn charges

NOTE 3 - FOREIGN EXCHANGE

Actual project re, enues and costs m LE ha"e been com erted to US dollars at an e'\.change rate of LE 3 399 to
one U S Dollar The e'\.change rate has been calculated b\ a\ eragmg the endIng monthlv e'\.change rates dUTll1g

the audIt penod

NOTE 4 - BASIS OF COMPUTATION OF THE INDIRECT COST RATE

PIL No 4 to the Sub-Grant t\greement mcludes a pro\lSIOn for the reco, en of mdlrect costs mcurred b, DRTPC
that are not dIrecth assocIated \\Ith or speclficalh IdentIfiable to am partIcular actl' 11\ conducted b\
ECEPIDRTPC These costs ha\e been recmered dunng the audIt penod based on a USAIDlEgvpt appro,ed
prm ISlOnal mdrrect cost rate of 26 91 % PIL No 4 pro\ Ides for the reco\ en of mdrrect costs based on a rate
computed b, dIVIdIng total mdrrect costs mcurred b, DRTPC b\ the sum of the total P1L No 4 dIrect costs
(e'\.c1udIng capItal costs and the recm en of mdrrect costs) plus the other DRTPe dIrect costs The schedule of
computatIon of mdrrect cost rate has been prepared on an entl1\ -\Vlde baSIS m accordance mth the abm e
mentIOned methodolog> for the penod Juh I 1997 through June 30 1998

10
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I
I
I
I
I
I
I
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I
I
I
I
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NOTE 5 - CORRECT INDIRECT COST POOL COLUMN

The "Correct IndIrect Cost Pool" represents expenditures for each mdlrect cost pool hne Item net of
questionable costs These questIonable costs are detaIled below m Note 6

NOTE 6 - QUESTIONABLE PROJECT COSTS

QuestIOnable costs are presented In two separate categones, melIglble and unsupported Costs m 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 m the column labeled "Unsupported" are those lackmg adequate
documentation QuestIOnable costs IdentIfied as either melIglble or unsupported are detaIled as follows

11



NOTE 6 - QUESTIONABLE COSTS (CONT'D)

FUND ACCOUNT-\BILITY STATEMENT

A PIL NO -+

QuestIOnable Costs

InelIgtble Unsupported

-
Subsequent to the Issuance of the draft report \\e \\ere
pro\ Ided adrutIonal support relatmg to thIS Item Based on
our re.Ie\\ of this mfonnatlOn thIS fmdmg has been
remo... ed from the final report _$=-- --=$ _

Total PIL No ... $ $

I

•
II SCHEDULE OF COMPUTATION OF INDIRECT COST

R-\TE
A INDIRECT COSTS

Salanes
Subsequent to the Issuance of the draft report \\e \\ere
pro... Ided addItIonal support relatmg to thIS Item Based on
our re.le\\ of this mtonnatlOn this fmdmg has been
remo... ed from the final report $

2 Photocop'lng
The cost of photocOp\lng IS bemg charged as a dIrect cost
of PIL 4 The mrurect cost pool also mc1udes the cost of
photocOp\lng OMB 1\-122 Attachment A states that A
cost ma\ not be allocated to an a\\ ard as an mdrrect cost If
am other cost mcurred for the same purpose m bh.e
CIrcumstances has been assIgned to an a\\ard as a drrect
cost DRTPC management stated that the maJonh of
photocop\1ng actn Ih IS for trammg and adrnmIstratIOn
purposes The Ime Item IS questIOned because ECEP has
alreadv paId DRTPC for photocop\wg and bmdmg
sen Ices rendered b\ the latter Includmg the cost of
photocop\1ng m the mrurect cost pool means that
USAIDlEg"pt mll fund the cost of photocop\mg paper as
a drrect cost and agam through the mdIrect cost rate
Therefore the PhotocOp\lng lme Item IS questIOned m Its
entrret\ as mebglble and IS e.....cluded from the mrurect cost
~cl $

3 SOCIal Insurance
Cost of the emplo\er share of socwl msurance pmd b\
DRTPC IS mcluded m the mdlrect cost pool Accord,ng to
Amendment No 2 to the Sub-Grant Agreement sectIOn
No ) 10 paragraph No (a) am transaction financed
under the Grant shall be e.....empted from IdentIfiable ta.....es
tanffs dutIes or other le\ les (mcludmg SOCIal msurance
assessments) Imposed under the la\\s m effect m the Arab
Repubbc of Eg... pt DRTPC management IS a\\are of thIS
cost bemg mehgJble Therefore the lme Item IS questioned
m ItS entlret\ as mehglble and remo... ed from the mdrrect
cost pool $

12

7948

3433

$

$

$
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) Ad\ ertlsmg

Cost of a congratulatof\ ad\ ertlsement m the ne\\ spaper
,\as mcluded m the mdIrect cost pool OMB A-I22
Attachment B paragraph No I states that The onh
ad\ ertlsmg costs allo\\able are those "hlch are saleh for
(I) the recruitment of personnel (n) the procurement of
goods and sen Ices (111) the disposal of surplus matenals

or (1\) speCific requIrements of the a"ard
Management agrees \\Ith the questIOned cost Therefore
the amount of $259 IS questIOned as melIgIble and
e\.cluded from the mdIrect cost pool _::::.$ ----:.2::..:5:..;::9_...........::$::...- _

$

$

$

2000 $

QuestIOnable Costs

13,640 $

3364)

33,645

47,285

IneligIble Unsupported

4 Fnnge Benefits

The cost of a Ramadan Iftar meal for DRTPC emplO\ees
and theIr farrulIes at a hotel ,\as mcluded under the Fnnge
Benefits account This cost IS considered to be
entertamment cost OMB A-I22 Attachment B
Paragraph No 12 states that Cost of amusement social
act1\ ItIes such as meals lodgmg are unallO\,able
Management IS a\" are ot the tact that such a cost 15

melIglble because of cultural dIfferences ben\>een Egvpt
and the UnIted States of Amenca Therefore the amount
for the meal of $2 000 IS questIoned as mehgIble and
e\.cluded from the mdIrect cost pool $

B DIRECT COSTS INCLUDED IN THE INDIRECT
COST POOL CALCULATION BASE

Total QuestIOnable Indirect Costs $

NOTE 6 - QUESTIONABLE COSTS (CONT'D)

ECEP mcluded m the dIrect cost pool (used as the base for
the mdlrect cost rate calculatIOn) the cost of capital
e\.pendltures mcurred dunng the audIt penod OMB A­
122 Attachment A sectIOn No D 2 b states that Both the
dIrect costs and the mdIrect costs shall e'\.clude capital
e'\.pendItures Management agrees to the e\.clUSIOn of
such amounts from the mdlrect cost rate calculatIOn
A.ccordIngh the amount of $33 645 IS questIOned as
melIglble and e'\.cluded from the calculatIOn of the mdIrect
oo~Me $

---------------Total Questionable Direct Costs $
-----,------------Total Questionable Costs for Julv 1997 to June 1998 $
==============

I
I
I
I
I

I
I
I
I
I
I

I

I
I
I
I

-
13



I
I

APPENDI\. A
Page I of':;

!\1ANAGEl\IENT'S COMMENTS

The attachments mciuded \\ Ith management s comments ha\ e not becn mciuded herem becausc the\
\\ere m Arablc Copies ma\ be obta1l1ed upon requcst

Cairo May 17 1999

~~~Ih .h; 11J~

.,......1iI1 LA.,q.

DEVELOPMENT RESEARCH
AND TECHNOLOGICAL

PLANNlf\G CENTER
CAIfIO UVnFRSfTi

DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT Ii\lPL~MENT-\TlON LETTERS NOS 4 AND 10

UNDER THE llSAJD/EGYPT FUNDED
ENERG\ CONSERVATION AND ENVIRONMENTAL PROTECTION

SUB-GRANT AGREEMENT NO 263-01403

I
I
I

I
I

I

I Mr Robert Johnson

I
Price Waterhouse Supervisor

22 Ef Nasr Street

I
New Maadl Cairo

Subject Response of DRTPC to the draft closeout

Audit report coverln9 PIL No 4 & Indirect Costs

I
I

Dear Mr Johnson

Attached please find the response of DRTPC to the Drart Closeout Audit Report for
ECEPIDRTPC Fund Accounlabllily Statemenl for the period July 1 1997 through
September 301998 and DRTPC Indirect Cost Rate for the period July 1 1997
through June 30 1998

I
If you have any InqUiries please do nol hesltale 10 contact me

Thank you for your co operation

I
Sincerely yours

I
Prof Osm.n77lotfy Eisayed

( l--/-'r i---
~ DRTPC Drrector

I
I

"'",V"'-Oy,.,,,,l oVTAO'rT-oVTA.,T'r uJUL oV'i" '-oVTV , ~u '1"1\ '-'tJ"'O~ ..p \TYn u.1Jy,JJ

Mall 12211 Giza Egypt PO 80' 38 f" 5727009 <736601 Tel <7286Z1 <728'lZ 5726815 5687696

I



APPENDIX A
Page 2 of5

DE\tI:LOPMI:NT RESI:ARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10

UNDER THE USAID/EGVPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION

SUIJ-GRANT AGREEMENT NO 263-01403

MANAGEl\lENT'S COI\1I\IENTS

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 (ECEPIDRTPC)

Sub Grant Agreement No 263 0140 3

Response of DRTPC to the Draft Closeout Audit Report for

Fund Accountability Statement for ECEPIDRTPC for the Period
July 1 1997 Through September 301998

And

Indirect Cost Rate for DRTPC for the Perrod July 1 1997 through
June301998

The following conlalns Ihe response of DRTPC 10 the commenls and findings of the
draft closeoul audll report hereinafter referred to as lhe report DRTPC IS willing to
provide any further ctarrflcallons and supporting documenlS as and when needed by
lhe aLdllors

I ECEPIDRTPC Fund Accountability Statement

A PIL No 4

The report contained only one comment on PIL No 4 expendIlures ECEPIDRPTC
overspent $ 42 267 from lhe salarres and consullant fees line Ilems The report
conSidered this amounl to be an Ineligible expendllure on the ground lhat lh,s
reallocation reqUired lhe approval of USAID DRTPC provides lhe follOWing response
to thiS comment

1 ECEP/DRTPC management Informed the audll team durrng the audit process
that ECEPIDRTPC obtalnpd the verbal approvat of Ihp USAID project officer
for the reallocahon of the above mentioned amount The audll leam In lurn
Informed ECEP/DRTPC management lhat the leam would conlacl USAID to
clanfy thiS POint and exppdlte ",hether a wrrlten approval was requrred Till the
Issuance of the draft closeout report ECEP/DRTPC did nol receive any
feedback from the audit loam ThiS has been also pul very clearly In fronl of
thp Pnce Walerhouse representallve dUring Ihe eX11 meeting held on Apnl 29
1990 at USAID premr<ps

2 Dunng the eXit mpellng ECEP/DRTPC handed to Prrce Walerhouse a copy
of the concurrence of USAID (dated Aprrl 20 1999) regarding Ihe reallocation
of the a m amount
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APPENDIX A
Page 3 of'"

DEvELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEl\IENTATION LETTERS NOS 4 AND 10

UNDER THE USAIDIEGYrT FUNDED
ENERGY CONSER\ ATION AND ENVIRONMENTAL PROTECTION

SUB-GRANT AGREEMENT NO 263-01403

1\1 \ 'I \GE'\IEi'<T'S COl\1i\ICNTS

DPTPC mr:lrlriOp'1 onl flC:" hprefore 10 r.t=lrrnl, cillO (=I"" r-::; ..... rnpnl complelply

Irom tno II'1al closoo~1 repo t Price Walerhouse ropresentatlve promised to do thai
dUring the a m eXit meeting

II Schedule of Computation of Indirect Cost Rate

A Indirect Costs

1 Salanes

The report exclJded tho whole line lIem of the DRTPC salaries ,n the amount of
560 333 (LE 205 0(3) on Iho ground Ihal the salanps were considered unsupported
expendllure

On Mav 4 199q the Pnce \i\alerhouse Aud,l Team revl"wed the DRTPC personnel
flies of Ihe persons recelvrno salary paympnts from DRTPC Therefore the DRTPC
salanes line Item In the amount of 5r;0 333 (LE 2050(3) IS not unsupporled
expenditure and should not be excluded 'rom the rndlrert cosl pool of DRTPC

2 Photocopylllg

The report excludpd phol~COP/lng cost< In Ihe amount of 57948 (LE 27 014) from
the DRTPC Indirect cosI pool

DRTPC repeats here lis re<ponse to Iho pllolocopy,ng Item for the years 1994/95 8,
19961q7 and does not accepl the exclUSion of this amounl due to the following
reasons

1 The PhotocoPYing Xerox mach,np Model 1038 IS localed In the frrst floor
at DRTPC This mach,np IS used by DRTPC managemenl for
administrative and financial purposes

2 The table belo, SUrT'manze< he malnl"nance and running costs for the
abo, e menllono'! photocopier

The above lolal number of copies (27863) IS pqurvalent to 56 packets The
lolal cosI of thesp 56 packets of photocopylllg paper IS LE 827 00 (cost of
packet IS LE 13) The total photocopylnq coslls thus LE 4381 00 (pappr and
maintenance costS)I

I 1 -----'

I



APPENDIX A
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10

UNDER THE USAIDIEGVPT FUNDED
ENERGY CONSERVAnON AND ENVIRONMENTAL PROTECTION

SUB-GRANT AGREEMENT NO 263-01403

MANAGEMENT'S COI\IMENTS

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 administrative
and training 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 penod should
be deducted from the DRTPC Indirect cost pool The remaining amount of LE
23 309 10 should be Included In the DRTPC indirect cost pool

Prof Osman Loffy Elsayed
----I

------- DRTPC Director
Cairo May 16 1999
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DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CEI'TER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10

UNDER THE USAIDIEGYPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION

SUB-GRANT AGREEMENT NO 263-01403

MANAGeMENT'S COMMENTS

Prof Osam. ElbRI1.r

POBox 38 G,UI

FRX Nu (202) 572 8811

C"ro Apnl15 1999

J\1S S.I". Wnh!>.

Projo<:! Om,or

USAID I CnvlI onlllont

C;UUJECT RC"uJu,tmen! of .ome nU"~et L,no 110m, for the J:nerg} Con,el"V,flon Rnu
Enyoronment I rOJ<tt (ECEPffiRTJ'C) for 1997/1998

De,r 1\Is '" nhl!,

Further to }our verb.! opprov:d your concorrence for rhe re,<ljll,tment of aome IIno
Ii 010. In Ih. £C£PIDRTP(' bedger (1997/98) ~ n.e<lctl acconhn2 to rhe [ollowmp schedule

No Troo.for from Tr.n.for to AOIount(L£)

I Inu,rec! co.!s hne Itom S.I.r,e, line lIem ISS 000 00

2 1IIIIIrtcI CO.'ih lim: Hem Con,ul12et fo.. lIne ,Iem 5 000 00

Th.. trallsfer" necessary to <over the ,.Ian...nu con,ullnnt fees ofthcl!CEPffin fPC
,t.rr for lbe p.nod Sopt 1997 Ihrough AlIgwt 1998 where we on tllo contrary 10 our pl.nncd
uud~of hlll tn keep .11 the ,r.rr memben till the end of Allgu.f 1998 anti some of the ,t,IT
IIIcmb.,. fill the ond nf September 1998 to emure rhe comploteln.lolI,lIon ,nd monltonng of
all dernonstr.t,on projech A. yOIl kno", tbere "'as .omo del,y In the eqUIpment delivery /
1I,,1.l1nllo I I ,r,rl- up of 'orne of the demon.stntfJon projee13 whIch oeec.sSlI,ted ChI, eh,nge In
Ihe 3n]~ne:.s hnt ltem

Upn, re>l"on of Ihe louncc! 00'1 rat.. of DHTPC for lhe ye,r! 1993 1994 ~nu 19%
EcrriVHl PC relurneu back an ,",ount of LL 154 893 01 10 USAl!J and "ence 10 the direct
coat pool of t.CFPiVRll'C (Indirect co,t hno lIem) Therrfore rhe Indlrect co'1 line lIeOl allow!
the lr'lnsfcr or Lhe.. omount! to the hne Item' mentloneu auove

Your <oncllrrence l! highly npprcClareu

SlIIccrcly yours

Pror 0"01" ~1 F EJIJoh.r

O~
CJ:ecutlve n rCC(or (Formerly)

of FCEl'fDRTPC

I
I
I

Concur S\t-..-<. tJaM'-<­
~/J.O(11
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APPENDIX B
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DEVELOPl\1ENT RESE>\RCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10

UNDER THE USAIDfEGYPT FUNDED
ENERG\: CONSERVATION AND ENVIRONMENT '-\L PROTECTION

SUB-GRANT AGREEMENT NO 263-01403

INDEPENDENT ACCOUNT I\NT'S RESPONSE

Management of the De\elopment Research and Technologtcal Plannmg Center (tlDRTPC") of the
Ener8' Consen atlOn and Em rronmental ProtectIOn (tlECEP") component pro\lded comments to our
draft report presented at the e"It conference held on Apnl 28 1999 These comments ha\ e been
mcluded unedIted m AppendI" A of thIS report We have rev le\\ ed management's comments and hme
either adjusted our fmal report or clanfied our posItIOn Our response belo\\ parallels the audIt report
findmgs and management's comments

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

I Fund AccountabI1ltv Statement

.\ PIL ~o 4

ECEP prO\ Ided USAIDIE8'"Pt apprO\ al for reallocatIOn of budget from the mdIrect cost lme Item
to salanes and consultant lme Items Therefore the findIng has been remO\ ed from the final
report

II Schedule of ComputatIOn of IndIrect Cost Rate

A Indirect Costs

Salanes

DRTPC prO\ Ided access to the personnel files \\hlch \\ere re\Ie\\ed at DRTPC s offices
Based on thIS support the fmdIng has been remo\ ed from the fmal report

') Photocop\lng

DRTPC prO\ Ided documents sho\\1ng the cost aSSOCIated \\Ith one photocopier total LE
'-1282 (DRTPC s calculatIOn of paper use \\as mcorrect The cost/packet (LE 13) tImes)6
packets equals LE 728 not LE 827) DRTPC also states the cost paId b\ ECEP should be
mo\ ed from the mdrrect cost pool

\\ hether DRTPC documents costs for all photocopIers or not the Issue remams that ECEP
has paId DRTPC for photocopvmg ECEP charged thIS as a mrect CQst to USAIDIEg'-"}Jt
DRTPC IS seekmg to recm er addItional funds from ECEP for photocop" mg through the
mdlrect cost pool Our fmdIng msallo\\s thIS as stated Therefore our finmng remams
unchanged

3 There \\ as no response on other findIngs therefore our findmgs remams unchanged
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APPENDIX C

DEVELOPMENT RESEARCH AND TECHNOLOGICAL PLANNING CENTER
PROJECT IMPLEMENTATION LETTERS NOS 4 AND 10

UNDER THE USAIDIEGYPT FUNDED
ENERGY CONSERVATION AND ENVIRONMENTAL PROTECTION

SUB-GRANT AGREEMENT NO 263-0140 3

MISSION RESPONSE



Recommendation No 1

MISSIOn response

Followmg are the details of the questIOned mduect costs under recommendatIOn No 1

Darryl Burns, RIGIAlC
It, (tl /') T/- -

Mary Elleen DeVITt, DIvIsIOn ChIef, FM/FA

August OS, 1999

Closeout FmanClal AudIt of the Development Research and
TechnologIcal Plannmg Center (DRTPC), Costs Incurred Under
the Energy ConservatIOn and EnvIronment Project (ECEP)
Component of USAID/Egypt's SCIence and Technology for
Development Project No 263-01403
Fmal Draft Report dated June 27, 1999

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

FROM

DATE

We recommend that USAID/Egypt finalIze the Development Research and TechnologIcal
Plannmg Center's mdlrect cost rate for the perIOd July 1, 1997 through June 30, 1998,
takmg mto consIderatIOn the questioned mdlrect costs IdentIfied on pages 12 and 13 of the
Price Waterhouse (PWH) audIt report, and recover any amounts determmed to be owed
USAIDlEgypt

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

Based on MISSIOn reVIew of the questIOned mduect costs of$13,640 (LE 46,362) and DRTPC S
response dated May 17, 1999 (AppendIx A of the draft report), the final mdirect cost rate was
determmed to be 18 95% for the penod July 1, 1997 through June 30, 1998 ThIS memorandum
has been cleared by the TechnlCal, Legal, and Procurement Offices

SUBJECT

MEMORANDUM

Accordmgly MISSIOn applIed the final rate to ECEP/DRTPC dIrect payments whIch resulted m
an amount due to USAID of $23,846 (LE81 ,052) As a result, MISSIOn Issued BIll Of CollectIOn
(BOC) No 81768, dated 08/05/1999 to recover the amount owed to USAID, (Attachment A)

TO

USAID/Egypf
Zahraa EI Ma21' r~'38dl

Cairo Egypt

rxx"'I''.11··'
CAIRO EGYPT
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FIndIng No A 2 Ineligible PhotocopyIng costs for $7,948 (LE27,014)

In theIr response, DRTPC stated that mdirect photocopymg costs mclude all projects managed by
DRTPC mcludmg ECEP, m addItIOn to DRTPC admInIstratIve use

PWH found that ECEP's photocopymg costs mcluded m the mdlrect cost pool were prevIOusly
charged to USAID as a dIrect cost under Project ImplementatIOn Letter (PIL) No 4

OMB CIrcular A-122 tItled "Cost Prmclples for Non-Profit OrganIZatIOns" states that "A cost
may not be allocated to an award as an mdirect cost If any other cost mcurred for the same
purpose m lIke CIrcumstances, has been assIgned to an award as a dIrect C{)st "(Attachment B)

Per DRTPC response dated May 17, 1999, DRTPC acknowledged that $1,384 (LE4 704)
represents ECEP photocopymg costs already charged to USAID as a dIrect cost and
consequently IS a duplIcate charge However, DRTPC asserted that $6,564 (LE22,31 0)
represents photocopymg costs spent for DRTPC s admInIstratIve work and therefore was proper

Yet, DRTPC dId not present any supportmg documents (other than documents relatmg to
photocopymg mamtenance) substantIatmg ItS posItIOn that $6,564 represent appropnate
admmlstratlve photocopymg costs, nor dId It provIde adequate JustIficatIOn/documentatIOn for
the basIs of allocatmg thIS amount to admInIstratIve photocopymg costs

DRTPC dId submIt documents supportmg photocopIer mamtenance costs for $1,045 (LE3,553)
(Attachment C) and stated that these costs pertam to a photocopIer that was exclUSIvely used for
admInIstratIve purposes durmg the audIted penod USAID has determmed that these
photocopIer mamtenance costs are adequately supported

Based on DRTPC's assertIon and MIssIOn reVIew of the supportmg documentatIOn pertammg to
the mamtenance costs (mvOlces, vouchers receIpts), MIssIOn has concluded that of the $1,045
(LE3 553) mamtenance costs, only $950 (LE3 230) IS allowed The remammg amount of$95
(LE323) relates to sales taxes and IS sustamed (Attachment D)

Therefore, of the $7,948 questIOned, $950 IS allowed and $6,998 IS sustaIned

FIndIng No A 3 Ineligible SOCial Insurance for $3,433 (LEll,668)

Although the employer share of SOCIal msurance should be paId accordmg to the EgyptIan laws
and regulatIOns the Project Grant Agreement under whIch ECEP IS operated/funded
Amendment two SectIOn No 5 lOa, prohIbItS the use of USAID mOnIes for fundmg such
payments (Attachment E)

Therefore, $3,433 IS sustaIned

2



==========

3

ConclUSIOn

Therefore, $259 IS sustamed

$125,750

$138,440
$ 12,690)

1895%

=(

=$125,750
$663,457

Adjusted mdlrect cost pool

DRTPC mdirect cost pool (Per the audIt report)
Fmal sustamed mdirect costs

Fmdmg No A 4 InelIgible Frmge Benefits for $2,000 (LE6,800)

Per OMB CIrcular A-122, advertIsmg costs are lImIted to recrUItment costs, procurement of
goods and servIces dIsposal of surplus goods acqUIred m the performance of the award, or
speCIfic reqUIrements of the award, (Attachment F)

Based on the above of the $13,640 (LE46,362) questIOned mdirect costs, $950 (LE3,230) IS
allowed and $12,690 (LE43,132) IS sustamed

ThIs amount represents a congratulatory advertIsement m the newspaper

DRTPC mcluded m Its mdIrect cost pool, as fnnge benefits, $2,000 representIng Ramadan Iftar
for Its employees and theIr famIlIes

Per OMB CIrcular A-122, USAID fundmg IS lImIted to certaIn types offrmge benefits, mcludmg
annual SIck, and mIlItary leave, medIcal Insurance, and the lIke Accordmgly, such costs are not
conSIdered frmge benefits, rather, they are conSIdered entertamment costs

Therefore, $2,000 IS sustamcd

Fmdmg No A 5 InelIgible Advertlsmg costs for $259 (LE880)

Accordmglv the final audited mdirect cost rate for the year endmg June 30 1998 IS 18 95% as
follows

Therefore, the mdirect cost pool IS adjusted to $125,750 as follows

MISSIOn applIed the 1895% audIted rate to dIrect payments made to ECEP/DRTPC durmg the
penod from July 1 1997 to June 30 1998 whIch resulted m $23,846 (LE81 ,052) due to USAID
(Attachment G)

AdJusted mdlrect cost pool
Total dIrect cost
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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 a1s

cc Prof Osman Lotfy EI Sayed PresIdent, DRTPC
Prof Osama EI Bahar, Former ExecutIve DIrector, ECEPIDRTPC

USAID/Egypt
Salwa Wahba EIIEE
Sameh HabIb, FM/FA
Mokhtar EI ShaaranI, FMIFA
Sahar Rahman, FM/FA
Lucy Zakhary, FM/FA
FM Readmg FIle
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