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MEMORANDUM

CAIRO, EGYPT

Report No. 6-263-00-007-N
August 3, 2000

USAID
Zahraa El-Maadi

Maadi, Cairo, Egypt

Tel. (202)516-5505
Fax(RIGlA): (202)516-2530
Fax(RIG/l): (202)516-5316

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

Financial Audit of the Ministry of Health's Teaching Hospital Organization,
Expenditures Incurred Under Project Implementation Letter No. 8B Under
USAID/Egypt1s PopulationIFamily Planning ill Project (project No. 263-0227)

ACTING DIRECTOR USAID/Egypt, Mark Silvenuan

. ·t46~)
RIG/Cairo, Darryl T. Bums .

We engaged Mohamed Hilal & Co. to perfonu a financial audit of USAID/Egypt resources
managed by the Organization related to expenditures under PIL No. 8B. Expenditures subject
to the audit included $223,838 for PIL No. 8B, $52,244 in cost sharing contributions by the
Government of Egypt and incurred Revenue Agreement expenditures of $20,661 during the
period July 1, 1998 through June 30, 1999. The purpose of the audit was to evaluate the
propriety of costs incurred during this period. Mohamed Hilal & Co. also evaluated the
Organization's internal controls and compliance with applicable laws, regulations and
agreement tenus including revenue and cost sharing as necessary in forming an opinion
regarding the Fund Accountability Statement.

TO:

SUBJECT:

The audit report questioned a total of $484 in costs billed to USAID/Egypt by the
Organization. The questioned costs related primarily to ineligible sales taxes and unsupported
salaries. Since USAID/Egypt will provide no additional funds, the auditors did not issue any
reports on the Organization's internal control structure or compliance with applicable laws,
regulations, and agreement tenus. The auditors' review of cost sharing contributions did not
identify any reportable conditions.

FROM:

The attached report, transmitted on May 25, 2000, by Mohamed Hilal & Co., presents the
results of a financial audit of the Teaching Hospital Organization (the "Organization"), the
implementing entity for Project Implementation Letter 8B of the PopulationIFamily Planning
ill Project (USAID/Egypt Project No. 263-0227). The. Organization was established to
improve the quality of family planning services through training and service delivery
interventions.

U.S..Mailing Address
USAID-RIG Unit 64902

APO AE 09839-4902
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Burris/Silverman Memorandum-Financial Audit of the Ministry of Health's Teaching Hospital
Organization, ExpenditUres Incurred Under Project Implementation Letter No. 8B Under
USAIDlEgypt's PopulationIFamilv Planning ill Project (project No. 263-0227) Page 2

In response to the draft report, Organization officials provided additional documentation and
explanations to the report findings. Mohamed Hilal & Co. review:;d the Organization's
response to the findings and made appropriate adjustments to the report.

The following recommendation is included in the Office of Inspector General's
recommendation follow-up system.

Recommendation No.1: We recommend that USAID/Egypt make a
management decision on the questioned costs of $484 (unsupported costs of
$290 and ineligible costs of $194) detailed on pages 11 and 12 of the J.\tlohamed
Hilal & Co. audit report, and recover from the Ministry of Healtt~ the amounts
determined to be unallowable.

In response to Recommendation No.1, USAID/Egypt sustained the entire questioned cost
amount of $484 (unsupported costs of $290 and ineligible costs of $194). Additionally,
USAID/Egypt received a check from the Ministry ofHealth's Teaching Hospital Organization
recouping the questioned amount in its entirety. Therefore, we consider that USAID/Egypt
has taken a final action on Recommendation No.1 and the recommendation is closed upon
report issuance.

Thank you for the cooperation and assistance extended to the audit staff on this engagement
and your continued support ofthe fin'!I1cial audit program in Egypt.

Attachment: aJs
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Background

PIL No. 8B was amended eight times through June 30, 1999 which is the end date of
the project. The total commitment as of June 30, 1999 was $1,401,202 (equivalent
to LE. 4,764,086).

87 Ramsis Street, cairo
Tel.: (202) 574·4810 I 762-490 I 770-785
Fax: (202) 760-915
E.MaiI:HHILAL.@UNKCom.Eg

This report presents the results of our financial audit of the United States Agency for
International Development (USAID) resources managed and the expenditures incurred
by the Ministry of Health's Teaching Hospital Organization (THO), under Project
Implementation Letter (PIL) No. 8B, USAIDI Egypt Project No 263-0227. during the
period from July 1, 1998 through June 30, 1999

May 25,2000

Mohamed HUal & Co. ~

USAID/Egypt has issued PIL No. 8B to support comprehensive "up-grading" of the
MOH Family Planning Service Systems in 8 Egyptian governorates. This is being
achieved through establishing decentralized, sustainable, integrated FP services
delivery program within the THO system through:

Strengthening central office management structure and staffing
Improving management, administration and financial systems
Increasing the number of FP clients
Training THOIFPS and staff to provide FP services
Implementing an effective model of recruitment of FP cfients In hospital
settings
Implementing an effective quality assurance program

The Ministry of Health (MOH) is the principal public institution for the delivery of
family planning services in Egypt. It is the implementing agency of the THO project
The purpose of THO project is to contribute to the level and effectiveness of
contraceptive use among married couples through delivery of high quality hospital
based clinical Family Planning (FP) services.

Dear Mr. Burris,

To: Mr. Darryl T Burris
Regional Inspector General I Cairo
United States Agency for International Development
Cairo, Egypt

Public Accountants
Member Firm of
Grant Thornton International
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Audit Objectives and Scope

The objective of this engagement was to conduct a financial audit of US AID resource~

managed by the Ministry of Health's Teaching Hospital Organization (THO). under
Project Implementation Letter (PIL) No. 8B, USAID/ Egypt Project No 263-0227
This audit is a "close-out" covering the final year of USAID funding from July I, 1998
through June 30, 1999.

The specific objectives of this audit were to:

1. Express an opinion on whether the Fund Accountability Statement for PIL ~',

8B, USAID/Egypt THO Project No 263-0227, presents fairly, in all material
respects, project funds received and costs incurred for the period under audit in
conformity with generally accepted accounting principles or another
comprehensive basis of accounting;

2. Determine if the costs reported as incurred under the PIL are in fact allowable.
allocable, and reasonable in accordance with the term of the agreement,

3. Evaluate and obtain a sufficient understanding of the internal control structure of
the recipient, assess control risk, and identify reportable conditions including
material internal control weaknesses;

4. Perform tests to determine whether the recipient complied, in all material
respects, with the PIL terms, revenue agreement including cost sharing and
applicable laws and regulations;

5. Determine if the recipient has taken corrective actions on pnor audit report
recommendations.

The preliminary planning and review procedures started on July 27, 1999 and consisted
of the following actions:

Meeting with the Regional Inspector General in Cairo (RIG/Cairo) officials, the
Project Officer, the USAID Audit Liaison and the recipient's management to gain
an understanding about the project activities and ascertain any concerns that should
be addressed in our audit.

Understanding the recipient's operation, including its organization.al structure, and
the external and internal fact0rs affecting its operation

IQentifying significant accounts 'mr] accounting: appli('~ti('lm th~ ;'"':-':;;!Rnt budget
line items, significant provisions of laws and regulations and relevant controls over
the recipient's operations.

Performing a preliminary risk assessment to identify high-risk areas sample size and
plan the Governorate sites to visit.

2
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The fieldwork segment of our audit commenced on August 2, 1999 and was completed
on February 20, 2000 The scope of our work was to audit costs incurred by THO and
reimbursed by USAIDlEgypt under PIL No. 8B during the period from July 1, 1998
through June 30, 1999. The scope of work also included review of cost sharing
contribution and revenue agreement.

Our audit included an examination of costs incurred in the THO Central Office and 4
of the 8 FP units during the period from July 1,1998 through June 30, 1999 It also
included an examination of the funds received from USAID during the same period,
and reconciliation of the fund balance as of June 30, 1999 with the recipient's cash
balance.

Within each budget line item, we selected transactions on a judgmental basis to
perform a substantive test of details. The total expenditures tested at Central Office
and the four FP units included in our sample was $98, I02 (equivalent to L.E 333,546)
out of total expenditures of $223,838 (equivalent to L.E. 761,048) which represents a
coverage of 44% of the total expenditures incurred during the audited period Project
costs incurred and tested were converted to U.S. dollars at the applicable exchange
rate.

Our tests of expenditures included but were not limited to the following'

I. Reconciling THO accounting records to invoices issued to USAIDlEgypt and
testing costs for allowability, allocability, reasonableness and adequate supporting
documentation;

2. Determining whether the costs incurred by THO and funded by USAID/Egypt
were appropriate, consistent with the terms of the PIL and applicable rules and
regulations and adequately supported; .

3 Testing the adequacy of THO internal controls to reasonably assure that

Assets funded by USAID were safeguarded against loss from unauthorized
acquisition, use or disposition,

Transactions were executed in accordance with the approved budget and
significant provisions of applicable laws and regulations and,

Transactions were properly recorded, processed and summarized to permit the
preparation of the fund accountability statement and to maintain accountability
of the project's assets.

4. Review cost sharing schedule and determine whether cost sharing contributions
were provided and accounted for by the recipient in accordance with terms of
agreement.

3



Results of Audit

Fund Accountability Statement

Our audit identified total questioned costs of $484 (equivalent to L E 1,646),
which represents ineligible costs of $194 (equivalent to L.E. 660) and unsupported
costs of $290 (equivalent to L.E. 986)

Internal Control Structure and Compliance with Laws and Regulations

Since no additional funds will be provided by USAIDlEgypt, we did not report on
THO's internal control structure and overall compliance with laws and regulations
as required by Chapter 5 of Government Auditing Standards (GAS).

Review of Cost Sharing Contribution

Our review did not identify any reportable condition related to the recipient's Cost
Sharing Contribution.

Revenue Fund Statement

Our review did not identify any questioned amounts related to the recipient's
Revenue Fund Statement

Follow up on Prior Audit Recommendation

We have reviewed the prior independent auditor's report dated May 13, 1999 The
report questioned $70 (equivalent to LE. 238) as ineligible costs The questioned
costs were related to sales tax billed to USAIDlEgypt. The previous audit report also
questioned $259 (equivalent to LE. 881) as unsupported costs These questioned
costs represented unsupported costs of per diem paid for 13 (la. ith no supportimr
documentation.

We have considered these findings in performing our audit and we noted that all
questioned costs were properly addressed by THO. Other unresolved immaterial
internal control and non-compliance findings are addressed in a separate rl)anagement
letter dated February 20, 2000.

Management Comments

THO management comments have been obtainetl elm': ....h ;::,:,1"r1",r1 in Aopendix A of
this report. In response to THO management's comments we have either adjusted the
final report or provided further clarification of our position in Appendix B of this
report.

4
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This report is intended for the information of the United States Agency for
International Development and THO management and others within the organization
However, this report is a matter of public record and its distribution is not limited

~*~/-~-~
GTI -Mohamed Hilal & Co.,
Cairo, Egypt.

May 25,2000
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Report on the Fund Accountability Statement
Independent Auditor's Report I

I
To: Mr. Darryl T. Burris
Regional Inspector General I Cairo
United States Agency for International Development
Cairo, Egypt

I
I

As described in Note 2, the accompanying fund accountability statement was prepared
on the basis of cash receipts and disbursements, which is a comprehensive basis of
accounting other than generally accepted accounting princ] t .

We have audited the accompanying fund accountability statement of the l''.1inistry of
Health's Teaching Hospital Organization (THO), under Project Implementation Letter
(PIL) No. 8B, USAIDI Egypt Project No. 263-0227, for the funds received and
project costs incurred during the period from Julyl, 1998 through June 30,1999 The
fund accountability statement is the responsibility of THO management Our
responsibility is to express an opinion on this statement based on our audit

We did not have an external quality control review by an unaffiliated audit organization
as required by paragraph 33 of Chapter 3 of Government Auditing Standards because
no such quality control review program is offered by professional organizations in
Egypt. We believe that the effect of this departure from the financial audit
requirements of Government Auditing Standards is not material because we ha\e
participated in the GTI worldwide internal quality control program -:-!::' 1')ro£ra11 '

requires our office to be subjected, every thn~e yE'ilTS to iln extpn"ive quality control
review by partners anu ;llanagers from other GTI offices.

Except as discussed in the following paragraph, we conducted our audit in accordance
with generally accepted auditing standards and Government Auditing Standards. issued
by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the fund
accountability statement is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the fund
accountability statement An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall
presentation of the fund accountability statement We believe that our ~'...;J;l jJrovldes a
reasonable basis for our opinion.
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As detailed in the accompanying fund accountability statement and as more fully
described in Note 5 thereto, the result of our tests disclosed total questioned costs of
$484 (equivalent to L.E. 1,646), which represents ineligible costs of $194 (equivalent
to L E. 660) and unsupported costs of $290 (equivalent to L.E. 986)

In our opinion, except for the effect~ of the questioned costs, the fund accountability
statement referred to in the first paragraph, presents fairly, in all material respects,
THO fund balance as of June 30, 1999 and its funds received and costs incurred during
the period from July 1, 1998 to June 30, 1999, on the basis of accounting described in
Note 2

Since no additional funds will be provided by USAIDlEgypt, we did not report on
THO's internal control structure and overall compliance with laws and regulations as
required by Government Auditing Standards.

This report is intended for the information of the United States Agency for
International Development and THO management and others within the organization
However, this report is a matter of public record and its distribution is not limited

GTI -Mohamed Hilal & Co.,
Cairo, Egypt

February 20, 2000

7



Ministry of Health's Teaching Hospital Organization
Population/Family Planning Project III

Project No. 263-0227
Pil No. 88

Fund Accountability Statement

July 1, 1998 to June 30, 1999

Total USAID/Egypt Funds Received $ 1.358.391

Actual Expenditures Questioned Costs

Expenditures Elements Total Budget From
Inception to

6130198

From 7101198
to 6130199

As of 6130199 Ineligible Unsupported

Finding
No.

Salaries HQ $243.307 $201.828 $39.838 $241.666

Salaries FPU 134.677 85.264 37.854 123.118

Expendable Commodities 137.161 104.994 31.686 136.680

General Adminstartion 74.895 53.425 19.573 72.998 $194

Transportation 49.610 46.080 5.244 51.324

Technical Assi~;tance 49.038 38.166 9.508 47.674

Training Course 497.633 392.974 77.103 470.077

Non Expendable Commodities 1 f 360 113.301 3.032 116.333

Renovation 90521 98.521 0 98.521

Total $1.401.212 $1.134.553 $223.838 $1.358.391

Fund Balance $0
-

$194

$97 1

2

193 3

$290

* The accr mpanYlng notes ,ntegral part of :hls fund accountability statement

8
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Ministry of Health's Teaching Hospital Organization
Project Implementation Letter (PIL) No. 8B

USAID/Egypt Project No. 263-0227

Notes to the Fund Accountability Statement

For the period from July 1, 1998 through June 30, 1999

Note 1 - Scope of Statement:

The fund accountability statement is the representation and the responsibility of THO
management

The "Total Budget" column represents the total budget amounts approved by USAlD
for THO, under PIL No. 8B from inception to June 30, 1999 The main budget
categories are presented for reporting purposes only.

The "Actual Expenditures" columns identify the costs incurred by THO cumulatively
and by two different audited periods. The "From Inception to 6/30/98" column
presents the project costs incurred during the first and second audit periods which was
audited by other auditor and third period audited by our firm in a previous audit The
"From 7/01198 to 6/3011999" column presents the project costs incurred during the
period under this audit. The "As of 6/3011999" column presents the cumulative
project costs incurred up to June 30, 1999. These columns are presented for reporting
purposes only.

The "Questioned Costs" columns represent audit results and are included in the fund
accountability statement for presentation purposes only.

Note 2 - Basis of Accounting:

The fund accountability statement was prepared on the basis of cash receipts and
disbursements Consequently, revenues are recognized when they are actually received
and expenditures are recognized and considered incurred when they are aCfually paid

Note 3 - Exchange Rate:

The project funds received and expenditures paid in Egyptian pounds (LE) have been
converted to U S dollars ($) at the exchange rate of LE 3.4 to $1. The exchange rate
used is the average exchange rate during the period from July 1, 1998 through June 30,
1999

9



Note 4 - Fund Balance:

The fund balance represents the difference between funds received from USAID and
costs incurred by THO during the period from inception to June 30, 1999

The "Questioned'Costs" columns represent the costs questioned during the period
from July 1, 1998 through June 30, 1999 Questioned costs are presented in two
separate categories. The "Ineligible" column represents the costs that are not program
related, unreasonable, or prohibited by the agreement or applicable laws and
regulations. The "Unsupported" column represents the costs that are not supported
with adequate documentation. All questioned costs are detailed in the "Details of
Questioned Costs" section of this report.

Total Funds Received
Less:
Total Costs Incurred

Fund Balance as of June 30, 1999

Note 5 - Questioned Costs:

$1,358,391

$(1,358,391)

$0
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Questioned Costs
Ineligible Unsupported

$ $

Ministry ofHealth"s Teaching Hospital Organization
Project Implementation Letter (PIL) No. 8B

USAlDlEgypt Project No. 263-0227
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Details of Questioned Costs

Item Description

Finding 1- Salaries HQ

Voucher #69 dated 9/30/98 $97 was paid for secretarial
services for the months of July and August 98. This
amount represents an adjustment for the previous months
for salary increase. The employment contract
amendment for that increase was dated September I,
1998 According to OMB Circular A-I22 Attach A.
Section A.2.g, "amounts reported should be properly
supported". Since the payment was for a period prior to
the amendment date, we consider this amount
unsupported.

Total Finding 1 - Salaries HQ

Finding 2 - General Administration

During our audit we noticed that some of THO's
vouchers included sales taxes. Since USAID regulations
do not allow payment of sales taxes as per OJv1B circular
A-I22 section 46.a. Therefore, we consider this amount
ineligible

Total Finding 2 - General Administration

11

194

194

97

97



Finding 3 - Fund Balance

During our audit we noticed that THO's balance per
bank includes $193.56 which represent the following

1. Outstanding checks of $ 473.28, which were not
cashed until the date of the report. Accord :12 to
OMB Circular A-122 Attach. A. Section A.2.g.,
"amounts reported should be properly supported".
Due to lack of evidence that the checks were cashed
by the payees, we consider this amount unsupported.

2 The outstanding advance balance as of June 30, 1999
was $268.66. THO did not reconcile this balance as
of the date of the report. According to OrvID
Circular A-122 Attach. A. Section A.2.g., "amounts
reported should be properly supported". Therefore,
we consider this amount unsupported

3. During our review we noticed that the total
expenditures reported to USAlD was less than the
expenditures incurred by THO by $548.38. This
difference represents the unallowable cost reported
by the FAST office in their report dated July 19,
1998. THO refunded this amount to USAlD by
check dated September 28, 1998 from sources other
than USAlD funds. THO also reduced its monthly
expenditures in the CFR for the month of July 1998
by the same amount. As a result, THO double
counted for the unallowable cost by refunding
$548.38 by check and by reducing expenditures by
the same amount. Therefore, \\ c deducted thic;;
amount from the question costs rep()~·ted above

Total Finding 3 - Fund Balance

12
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I Report on the Cost Sharing Schedule

Independent Auditor's Review Report

13

This report is intended for the information of the United States Agency for
International Development and THO management and others within the organization
However, this report is a matter of public record and its distribution is not limited

\:
GTI -Mohamed Hilal & Co.,
Cairo, Egypt

A review consists principally of inquiries of recipient personnel and analytical
procedures applied to financial data. It is substantially more limited in scope than an
examination, the objective of which is the expressing of an opinion on the cost sharing
schedule Accordingly, we do not express s.uch an opinion.

Our review was conducted in accordance with standards established by the American
Institute of Certified Public Accountants (AlCPA). The purpose of our revie\\: ~as to
determine if cost sharing contributions were provided and accounted for in accordance
with the terms of the agreement We also considered the internal controls related to
the provision of and accounting for cost share contributions.

We have reviewed the accompanying cost sharing schedule of the Ministry of Health' S

Teaching Hospital Organization (THO) under Project Implementation Letter (PlL) No
8R, USAlDI Egypt Project No. 263-0227, for the period from July 1, 1998 through
June 30, 1999

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

Based on our review, nothing came to our attention that caused us to believe that THO
has not provided and accounted for cost sharing contributions in accordance with the
terms of agreements

February 20, 2000

87 Ramsis Street, cairo
Tel.: (202) 574·4810 I 762-490 I 770-785
Fax: (202) 760-915
E.MaiI:HHILAL@UNKCom.Eg
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Ministry of Health's Teaching Hospital Organization

Population/Family Planning Project III

Project No. 263-0227
PIL No. 88

Cost Sharing Schedule

July 1, 1998 to June 30, 1999

Actual Expenditures Questioned Costs

From From 7/01/98
Inception to to 6/30/99

As of 6/30/99 . REF.

Description Budget 6/30/98 IneliQible Unsupported (NOTES)

Cash $246.407 $194.163 $52.244 $246.407 4

In-Kind 0 0 5

Total $246.407 $194.163 $52.244 $246.407 $0 $0

* The accompanyi'lQ notes are integral part of this cost sharing schedule.

~l
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Ministry of Health's Teaching Hospital Organization
Project Implementation Letter (PIL) No. 8B

USAID/Egypt Project No. 263-0227

Notes to the Cost Sharing Schedule

For the period from July 1, 1998 through June 30, 1999

Note 1 - Scope of Statement:

The cost sharing. schedule IS the representation and the responsibility of THO
management.

The "Budget" column represents the total budget amounts provided by GOE as cash
contribution for THO, under PIL No. 8B from inception to June 30, 1999

The "Actual Expenditures" columns identify the expenditures disbursed from GOE
fund as cash contribution to THO cumulatively and by two different audited periods
The "From Inception to 6/3011998" column presents the disbursed amounts during the
previous audit period. The "From 7/01/98 to 6/3011999" column presents the
disbursed amounts during the period under this audit. The "As of 6/30/1 999" column
presents the cumulative disbursements up to June 30, 1999 These columns are
presented for reporting purposes only.

The "Questioned Costs" columns represent review results and are included in the cost
sharing schedule for presentation purposes only.

Note 2 - Basis of Accounting:

The cost sharing schedule was prepared on the basis of cash receipts and
disbursements. Consequently, revenues are recognized when they are actually received
and expenditures are recognized and considered incurred when they are actually paid

Note 3 - Exchange Rate:

The project funds received and expenditures paid in Egyptian pounds (LE) have been
converted to U S dollars ($) at the exchange rate ofLE 3 4 to $1. The exchange rate
used is the average exchange rate during the period from Julyl, 1998 through June 30.
1999.

15



Note 4 - Cash Contribution:

The cash contribution represents the actual amoum disbursed from the GOE fund as
cash contribution It does not include any revenue funds earned from sales of USAID
donated contraceptives Funds earned from the sales of contraceptives are reported in
the revenue fund statement.

Note 5 - In-Kind Contribution:

THO provides In-Kind contribution such as training and office space, clinics, utilities
and other operating and maintenance costs. However, reporting of In-Kind
contribution is not required by the agreement.

16
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Report on the Revenue Agreement
Independent Auditor's Review Report
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To' Mr. Darryl T. Burris
Regional Inspector General I Cairo
United States Agency for International Development
Cairo, Egypt

We have reviewed the accompanying revenue fund statement of Ministry of Health's
Teaching Hospital Organization (THO) under Contraceptive Revenue Agreement
dated May 9, 1994, USAIDI Egypt Project No. 263-0227, for the revenues earned and
project costs incurred during the period from July 1, 1998 through June 30, 1999

Our review was conducted in accordance with standards established by the American
Institute of Certified Public Accountants (AICPA). The purpose of our revie\\l was to
determine if revenues earned and cost incurred were accounted for in accordance \\lith
the terms of the revenue agreement. We also considered the internal controls related
to the provision of and accounting for revenues earned and costs incurred under the
agreement.

Based on our review, nothing came to our attention that caused us to believe that THO
has not provided and accounted for revenues earned and costs incurred under the
agreement.

This report is intended for the information of the United States Agency for
International Development and THO management and others within the organization
However, this report is a matter of public record and its distribution is' not limited

A review consists principally of inquiries of recipient personnel and analytical
procedures applied to financial data. It is substantially more limited in scope than an
examination, the objective of which is the expressing of an opinion on the revenue fund
statement. Accordingly, we do not express such an opinion.

I
I
I
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I
I
I
I

~,. ~. \k;==-=
GTI -Mohamed Hilal & Co.,
Cairo, Egypt.
February 20,2000

87 Ramsis Street, cairo
Tel.: (202) 574-4810 / 762-490 / 770-785
Fax: (202) 760-915
E.Mail:HHILAL@UNKCom.Eg
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Questioned Costs

Ministry of Health's Teaching Hospital Organization
Population/Family Planning Project III

Project No. 263-0227
PIL No. 88

* The accompanying notes are integral part "f this revenue fund statement.

July 1, 1998 to June 30, 1999

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

Finding
No.

$0

$0

Unsupported

$0

$0

Ineligible

$20.661

$19.629

454

o
30

548

$69.157

$22.458

32.871

13.828

$79.800

$128.297Fund Balance

Revenue Fund Statement

Total

Revenues

USAID Donated Contraceptives

Second Generation Contraceptives

Others

Total

Expenses

Salaries

Purchasing Contraceptive Methods

Supplies

Bank Expenditures

Others

Opening Balance
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Ministry of Health's Teaching Hospital Organization
Project Implementation Letter (PIL) No. 8B

DSAID/Egypt Project No. 263-0227

Revenue Agreement
Notes to the Revenue Fund Statement

For the period from July 1, 1998 through June 30, 1999

Note 1 - Scope of Statement:

The revenue fund statement is the representation and the responsibility of THO
management.

The opening balance represents the revenue fund balance as of July 1, 1998 The total
revenues represent the revenues earned during the audited period. The total expenses
represent expenditures incurred from the revenue account during the audited period
The fund balance represents the revenue balance as of June 30, 1999, end of audited
period These information are presented for reporting purposes only

The "Questioned Amounts" columns represent review results and are included in the
revenue fund statement for presentation purposes only.

Note 2 - Basis of Accounting:

The revenue fund statement was prepared on the basis of cash receipts and
disbursements. Consequently, revenues are recognized when they are actually received
and expenditures are recognized and considered incurred when they are actually paid

Note 3 - Exchange Rate:

The project revenue earned and expenditures paid from the revenue account in
Egyptian pounds (LE) have been converted to U S. dollars ($) at the exchange rate of
LE 3.4 to $1. The exchange rate used is the average exchange rate during the period
from July 1, 1998 through June 30, 1999. .

Note 4 - Fund Balance:

The fund balance represents the difference between the revenue earned and costs
incurred from the revenue account by THO during the period from inception to June
30, 1999

19



Note 5 - Questioned Amounts:

The "Questioned Amounts" columns represent the costs questioned during the period
from July 1, 1998 through June 30, 1999. Questioned amounts are presented in t\\O
separate categories. The "Ineligible" column represents the costs that are prohibited
by the agreement. The "Unsupported" column represents the costs that are not
supported with adequate documentation.

20
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Finally, I would like to thank you for your cooperation and your kind attention.
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May 25/5/2000

Dr. Hassan El Shawarbi
THO Project Executive Director

Mr., Amr FathaJla
. Mohamed Hilal & Co.

From;

TO:

Dear Mr. Amr,

Reference to the above mentioned subject and the conference that bas been held
on April 26, 2000 at USAID office. Please find attached a copy of the response
on the Audit draft report.

Subproject: Draft Financial Audit Report on the teachin~Hospitals
Organization PIL NO. S8 Under/Egypt Project NO. 263-0227.

Appendix A
Page 1 of3

Yours sincerely.

Dr. Hassan EJ Shawarbi

THO Pro-ject Executive Dtrect~

<..~h' t.j. rL <.h-~_~
e--.- __________

e..--

oV"""...v: ..,..s~ . ..:.
OV"'AY':~

If U=il ©
TEACHING HOSPITAL ORGANIZATION
FAMILY PLANNING CENTRAL OFFICE
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AppendixA I
Page 2 of3

..

U ~1 ©
TEACHING HOSPITAL ORGANIZATION

FAMilY PLANN1NG CENTRAl OFFICE

I
I
I

1.

2.

3.

THO Audit Response
I. Fund ,.\.ccountability statement

For the period from Jul'V 1. 1998 to .June 30. 1999

Finding I-Salaries HQ

Unsupported amount of voucher # 69 dated 9/30/98 ofL.E.328. which has
been paid for the secretarial services for the month of July and August 1998.
Since this payment was incurred for a period to the amendment date of the
contract.

THO Response

We agreed to deduct the unsupported amount from the employee and refund
this amount to USAID from source otJ1er than USAID fund.

Finding 2- General Administration

Ineligible a1l10unt ofL.E 660 for sales taxes payments.

THO response

We al:,rreed with this recommendation and we will refund this amount to USAID from source
other than USAID fund.

Finding 3- Fllnd balance

1. Outstanding checks amounted to L.E 7,900,15 which wore cft.5hcd until tho date ot'the
report. Date to take ofevidence that the checks were cashed by the payees, thoreforo we
consider this amouut unsupported.

THO re~ponse

We reviewed the outstandin~ checks since the date of the report and we attached to you copies
of the bank statements to support the cashing of the following checks:

I
I
I
I
I
I
I
I
I
I
I

We agree to refund the rest of the outstanding checks balance until it cash from the bank thl.:n
request replacement from USAID.

<,!f"A+J,AU ..~1 ... 9 srs1 ..... _ ~~ Y"t t."w:. t \

7,V I

Check. H

435862
435863
435889
Total

OVI\"""\'v;~ ....

"VA."",: .::.

Amount in L.E

5.698.50
358.00

6.90

6,290.40

I
I
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"If {}{l @
TEACHING HOSPITAL ORGAN'ZA110N
I=AM1LV PLANNING CENTRAL OFFICE

Appendix A
Page 3 of3

"oil' kh*n ~ 'I.b aj,.,. II! oJ I9 ~L.anJJ

D)oW~1 PsL"t' n

I
I
I
I
I
I
I
I
I
I
I
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2. Outstandin~ advance balSlIlCC amounted or L £ 91:3.46, which were not recon<:iled
until the date of the reron.

THO reSponse

\'" e agree to refund the rest of the ollt~t"ndi..;; "dvance hnhwcc until it reconcile then
.-cqucst rephlccmcnt frolll OSAID

3. THO duuble counted for tho.:: lmal)Qwable cost by reflU)(lin~L.I':, 1864.50 by ched<
and by reducin~ expenditure!! by the Sllme amount.

THO rCliIJ0lt'H:

\Vc agr<:C with you finding !llld reNlmmendcd solulion.

THO Pro,jed E;".ccutivc Dil-ector

I
I

L •

O~""J\'\V:~. ~
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Appendix B
Page 1 of2

Ministry of Health's Teaching Hospital Organization
Project Implementation Letter (PIL) No. 8B

USAID/Egypt Project No. 263-0227

Auditor's Comments

The THO management provided comments related to the draft report presented at the
exit conference on April 26, 1999. In response to their comments, we reviewed
additional supporting documents provided by THO management. Please note that the
finding references used below correspond to those used in our draft and final report.

I. Questioned Costs (Fund Accountability Statement)

Finding 1- Salaries HQ

THO management agreed with our finding and will refund the unsupported
secretarial services cost of $97 (equivalent to LE. 328) to USAID. The questioned
cost remains pending the remittance of the funds to USAID. Therefore, this
finding remains in our final report pending USAID's final decision.

Finding 2 - General Administration

THO management agreed with our finding and will refund the sales taxes of $194
(equivalent to LE. 660) to USAID. The questioned cost remains pending the
remittance of the funds to USAID. Therefore, this finding remains in our final
report pending USAID's final decision.

Finding 3 - Fund Balance

1. THO management presented the supporting documents for the cashed checks
from the bank of $1,850 (equivalent L.E. 6,290). Based on the documents
and clarification provided we have removed this amount from our finding.
The remaining balance of $473 (equivalent L.E. 1,609) remains in our final
report pending USAID's final decision.
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Appendix B
Page 2. of:2

2. THO management agreed with our finding and will refund the outstanding
advance of $268 (equivalent to LE 913) to USAlD. The questioned cost
remains pending the remittance of the funds to USAlD Therefore, this
finding remains in our final report pending USAlD's final decision

3. THO management agreed with our recommendation to deduct $548
(equivalent to LE. 1,864.50) from the question cost reported to settle the
double counting of the unallowable cost reported by the FAST office in their
report dated July 19, 1998

23
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Recommendation No.1:

Mission response:

Appendix C

A/AD/HDD, D. Fischer
HOD/PH, Ayman Abdel Mohsen
HDD/PH, Turhan Noury
FM/FA, Sameh Habib
FM/FO/AP, Lucy Zakhary
FM/FO/PA, Amina Mohamed

13 JUL 2000

A/Division Chief, Khaled Farag

Financial Audit of the Ministry of Health's
Teaching Hospital Organization (THO), Expenditures
Incurred Under Project Implementation Letter (PIL)
No. 8B Under USAID/Egypt's Population/Family
Planning III Project (Project No. 263-0227). Final
Draft Audit Report dated June 11, 2000

RIG/Cairo, Darryl T. Burris

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

Cc :
A/DIR, T. Christiansen Wagner
A/D/OIR, P. Weisenfeld
AO/SCS, C. McCarthy
Controller, M. Tanamly
OD/PROC, G. Kinney
FM Reading File

FROM

SUBJECT

THO refunded the whole amount. Attached please find receipt
number 19459 dated July 13, 2000, check number 35678149, dated
June 29, 2000, in the amount of LE1,646 ($484) (Attachment A).

We recommend that USAID!Egypt make a management decision on
the questioned costs of $484 (unsupported costs of $290 and
ineligible costs of $194) detailed on pages 11 and 12 of the
Mohamed Hilal & Co. audit report, and recover from the Ministry
of Health the amounts determined to be unallowable.

Mission has determined that the entire amount of $484
(LE1,646) questioned under the audit is sustained.

In view of the above, Mission requests closure of
Recommendation No.1 under the subject audit upon issuance of the
final report.

Thank you for your cooperation.
Att: a/s

Following is the Mission response to Recommendation No. 1
under the subject audit.

TO

USAID/Egypt
Zahraa EI Maadl, Maadi
Cairo, Egypt

~.I'."
CAIRO, EGYPT

MEMORANDUM

tutttt1
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