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MEMORANDUM FOR AID REPRESENTATIVE, BEIR&T:E‘. ;1. Yachmer, Jr.

FROM: RIG/A/Nairobi; Richard C. Thabet

SUBJECT: Non-Federal Audit of Beirut YMCA Projects No. 268-0138
and 268-0342, Audit Report No. 3-268-89-07-~N

This report presents the results of the non-federal audit of
the A.I.D.-funded Young Men's Christian Association projects in
Beirut, Lebanon. The audit was conducted by the accounting
firm of KPMG Peat Marwick.

The objectives of the audit were to (a) perform an audit 1in
accordance with generally accepted auditing standards and the
financial and compliance elements of the Standards for Audit of
Governmental Organizations, Programs, Activities and Functions
issued by the Comptroller General of the United States in 1981;
(b) review direct and indirect costs to assure propriety and
allowability of charges to USAID and the validity of overhead
rates; (c) determine whether the contractor or grantee had
complied with applicable laws, regulations, and terms of the
contract agreement; (d) identify and evaluate internal
controls; (e) analyze the potential for cost savings through
more efficient and effective operations; and (f) prepare
professional audit reports in accordance with SAS 14. The
audit was requested by the USAID Representative to Beirut,
Lebanon.

The auditors concluded that most, but not all, of the cost
claimed for reimbursement from USAID resulted from the
grantee's program activities in compliance with the grant
rovisions. The auditors recommended financial recovery of
530,764 from the $6,068,676 claimed for reimbursement. The
amount recommended for disallowance consisted of (a) $11,529
for commodities originating in an unauthorized country
(Czechoslovakia); (b) $17,572 for indirect cost in excess of
the audited rates for Project No. 268-0342; and $l,663 for
indirect cost in excess of the authorized rate for Project No.
268-0318 during 1987. The auditors also identified various
weaknesses in the grantee's system of internal controls.



The audit was conducted 1in accordance with the relevant
government auditing standards, and evaluated YMCA operations
for the period June 6, 1984 through December 31, 1987. The
auditors made no specific recommendations resulting in
potential cost savings, but several recommendations relating to
more efficient and effective operations were 1included in the
"Auditors' Report on Internal Accounting Controls",

KPMG Peat Marwick 1issued a qualified opinion on the YMCA
revenue and expenditure statement due to their inability to
allocate 1indirect cost between the two projects and tle
uncertainty of the origin of most of the goods purchased under
the grants. The auditors issued a disclaimer of opinion on the
grantee's system of internal controls, and a qualified opinion
on YMCA's compliance with USAID requlations, because of the
procurement of goods from unauthorized countries of origin, and
the lack of a system to properly allocate indirect costs.

The auditee's, in their response, disagreed that the purchase
of milk was not from an "Authorized Geographic Code" country,
and therefore should not be disallowed. YMCA generally
concurred on most other matters. The full text of their reply
is included as Annex 1 to the audit report.

The following report recommendation is included in the
Inspector General's recommendation tracking system:

Recommendation No. 1

We recommend that USAID/Beirut:
(a) recover $30,764 in unallowable costs, and

(b) provide documentation of the recovery of $30,764 to the
Regional Inspector General for Audit, Nairobi.

We consider the recommendations unresolved pending a specific
plan fpr corrective actions., Please advise me within 30 days
of actions planned or taken to resolve these recommendations.
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NON-FEDERAL AUDIT OF THE
YOUNG MENS CHRISTIAN ASSOCIATION
(PROJECTS no. 268-0318 & 268-0342 )

EXECUTIVE SUMMARY
The YMCA Lebanon is a private voluntary organization located in Beirut,

Lebanon. UCAID provides assistance to Lebanon through grants to YMCA
and other private voluntary organizations, to help war affected/needy
people in all Lebanese regions. YMCA coordinated its activities through
about 100 local private voluntary organizations that are involved in
humanitarian services. USAID/Lebanon staff monitor the implementation of

these activities.

The objectives of the audit were to: (a) perform an audit in accordance with
generally accepted auditing standards and the financial and compliance
elements of the Standards for Audit of Governmental Organizations, Programs,
Activities and Functions issued by the Comptroller General of the United
States in 1981 (Yellow Book); (b) review direct and indirect costs to assure
propriety and allowability of charges to USAID and the validity of overhead
rates; (c) determine whether the contractor or grantee has complied with
applicable laws, regulations, and terms of the contract agreement; (d)
identify and evaluate internal controls; (e) analyze the potential for

cost savings through more effirient or effective operations; and (f) prepare
professional audit reports in accordance with SAS 14, as presented in the
"Codification of Statements on Auditing Standards', AU Section 621, analyzing
problems arez  in need of improvement, proposing recommendations and itemizing
costs recommended for acceptance, disallowance, and further negotiations

(questioned costs).

It is our opinion that most, but not all, of the cost claimed for reimbursement
from USAID resulted from the grantee's program activities in compliance with

the grant provisions.

Our audit covered the expenditures made for the period June 6, 1984 through
December 31, 1987 totalling US Dollars 6,068,676 and revealed the following:



Accounting records

Standard provisions 6, 7 and 8 require that the Grantee accounting

system provides for the allocations of indirect costs.
YMCA/Lebanon need the establishment of:

- Financial rules and Administrative regulations (procedures and

manuals).

- Cost accounting system.

Procurement of Goods

Standard Provisions 15 (c) stipulates that all goods the costs of which
are to be reimbursed shall be purchased in and shipped from only '"Special

Free World" countries.

Disallowable costs; Goods of Tchekoslovak Origin (Tatra Milk) were
procured during the years 1984-1987, amounted to U.S. Dollars 11,529,00

(LL. 1,379,032). felating to Project 268-0342, Lebanon Relief Assistance.

We recommend that USAID/Lebanon take appropriate action to recover these

amounts.

Overhead Rates

Project 268-0342: Lebanon Relief Assistance (LRA)

The recommended rates for LRA that should be negociated with YMCA are:

Year Provisional Recommended Recommended amounts
Rateés Rates to be refunded to USAID/
- Lebanon
)4 )4 L.L. $

1984 12 9.34 34.756 3,909

1985 7 8.00 ( 71.283) ( 3,938)

1986 7 5.93 78.036 897

1987 7 4.61 7,600.531 16,704
Total 17,572

We recommend that USAID/Lebanon take appropriate action to recover the

excess of Overhead for the above period.



3.2

3.2,

3.2

Project 268-0318: Vocational Training (VTP)

YMCA management fees, for the period June 6, 1984 to September 30, 1987
were pald in lieu of Overhead. As of October 1, 1987 Overhead were

computed at negociated provisional rates of 77 in lieu of administrative

charges.

A Management Fee

Year Administrative Allowable Percentage of Difference
Charge (Flat Indirect Indirect costs
- Fee) Costs to direct costs
L.L. L.L. Z L.L. $
1984 1,038.000 403,556 14,51 634,444 71,366
1985 1,296.000 588,643 13.24 707,357 39,080
1986 1,884,000 931,145 11.60 952,855 10,952
1987 4,014.300 3,459,965 10.99 554,335 3,054
Total 124,452

The difference between the administrative charge (flat fee) and the allowab
indirect costs amounting to U.S.Dollars 124,452 were accented by the USAID

legal consultant. (refer to annex 2, letter of AID legal comsultant).

B Negociated Provisional Rate (August to December 1987)

Year Provisional Recommended Recommended amounts to
Rate Rate be refunded to USAID/
Lebanon
b4 A L.L. $
1987 7 11.21 756,525 1,663.00

We recommend that USAID/Lebanon take appropriate action to recover the

above amount.

Due to the sharp devaluation of the Lebanese pound during the period 1984
to 1987, we recommend that USAID/Lebanon reconsider the prevaillng

exchange rates.


http:1,663.00

NON-FEDERAL AUDIT OF THE
YOUNG MENS CHRISTIAN ASSOCIATION
(PROJECT No. 268-0318 and 268-0342)

Background

On May 18, 1981 USAID provided a grant to the Beirut YMCA. The grant,
which was eventually funded to $4,215,000, was to provide vocational
training in building trades such as tiling, brick laying, plastering,
carpentry, electrical wiring, plumbing, and drafting for young un-
employed Lebanese with no job skills and to organize, conduct, manage

and evaluate one hundred centers for training purposes. A second project
(Number 268--342) commenced in February, 1984, and eventually funded at
$5,993,000. The purpose of this prcject was to provide humanitarian /

relief assistance to needy and war affected families in Lebanon.

Audit Objectives and Scope

The objectives of audit are to: (a) perform an audit in accordance with
generally accepted auditing standards and the financial and compliance
elements of the Standards for Audit of Governmental Organizations,
Programs, Activities and Functions issued by the Comptroller General

of the United States in 1981 (Yellow Book); (b) review direct and
indirect costs to assure propriety and allowability of charges to

USAID and the validity of overhead rates; (c) determine whether the

contractor or grantee has complied with applicable laws,regulations,

and terms of the contract agreement, (d) identify and evaluate internal
controls; (e) analyze the potential for cost savings through more efficient
or effective operations; and (f) prepare professional audit reports in
accordance with SAS 14, as ﬁresented in the " Codification of Statements
on Auditing Standards", AU Section 621, analyzing problem areas in need

of improvement, proposing recommendations, and itemizing costs recommended

for acceptance, disallowance, and further negotiations (questioned costs).
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The audit was performed in Beirut, Lebanon at the offices of Beirut YMCA
from May 16 through September 15, 1988. The audit covered transactions
from the beginning of the grant agreement (May 18,1981) through December
31, 1987. 1In addition to meeting with officials of Beirut YMCA, we
discussed the project with officials from the Regional Inspector General
for Audit/Nairobi (RIG/A/N) to obtain additional information on (a)
expenditures, (b) disbursements, and (c) USAID's specific areas of

concern.

We reviewed the terms and conditions of the Project Grant Agreements and
Amendments, and Project Implenentation Letters in order to gain knowledge
and understanding of (a) goals and objectives of the project and grants,
(b) activities being financed by USAID under the grants, (c) types of cost

intended to be financed, and (d) financial procedures and requivements.

We reviewed the YMCA project accounting system, internal controls and
capability to properly identify and account for costs, in accordance with
the grant agreements, amendments and implementation letters. We reviewed
the organization of YMCA and the system used by YMCA to account for and

track project expenditures.

We reviewed fully the 1987 transactions, and on sampling basis, we detail
tested the transactions supporting approximately 20 percent of the years
1986, 1985 and 1984 activities. Our detailed test covered every aspect
of the transactions tested from the point of requisition to the point of
receip - of goods or services in order to ensure their authenticity rea-

sonableness and propriety,

Our audit was made in accordance with generally accepted governmental
auditing standards. Accordingly,we included such test of the records
and internal control procedures as we considered necessary in the

circumstances,
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Auditors Special Report on Statement of

Agency for International Development Revenue

and Expenditures of Beirut YMCA

Independent Auditors' Special Report

We have audited the accompanying Statcment of Agency for International
Development Revenue and Expenditures of Beirut YMCA for the period June
6, 1984 to December 31, 1987. This financial statement is the respon-
sibility of YMCA's management. Our responsibility is to express an

opinion on this financial statement based on our audit,

Except as explained in the Fourth and . ifth paragraph,we conducted our
audit in accordance with generally accepted auditing standards for
financial and compliance audits contained in the U.S.General Accounting
Office Standards for Audit of Governmental Organizations, Programs,
Activities and Functions. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit in-
cludes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing
the accounting principles used and the significant estimates made by
management; as well as evaluating the overall financial stateient presen-
tation. We believe that our audit provides a reasonable basis for our

opinion.

As described in fcotnote 1, the Beirut YMCA's accounting policy was to
prepare its statement of AID Revenue and Expenditures on a basis out-
lined by the terms and conditions of grant agreements with AID and the
applicable U.S. Government laws and regulations. Accordingly, the
accompanying statement of AID Revenue and Expenditures is not presented

in conformity with generally accepted accounting principles.

Membet fwm of -6 =
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We were not able to test the validity of certain evidential matter
related to program disbursements through physical examination,
observation and inspection as our engagement as aucitors was as of
May 9, 1988. However; alternative procedures were conducted by
direct correspondence with beneficiaries, also licited site visits

were made giving satisfactory results.

The geographic origin of most of the goods procured was not mentioned
on the suppliers invoices, therefore, we were unabtle tc determine the

allowability of costs charged to the projects.

Due to the absence of a cost accounting system, we were unable to
determine the proper allocation of indirect costs to each project.
However, “MCA management distributed the Administrative Expenses by
taking into consideration as base of calculation the estimate of time
spent by YMCA staff on each project, we reviewed the basis of the
allocation of costs and we were able to recommend the Negotiated

Provisional Rates as is evidenced in our recommendation to that effect.

As stated in Footnote 2 to the statement of AID Revenue and Expenditure
there were a total of 1,749,912 Lebanese pounds worth of disallowable

costs. This amount is material in relztionship to the grants.

In our opinion, subject to any evreptions that would have arisen had

we been able to fully conduct physical inspection of program disburse-
ments (refer to paragraph 4 above), and the final admission of goods
procured from uncertain georgraphic sources (refer to paragraph 5 above),
and except for the disallowability of expenditures in the aggregate of
LL. 1,749,912 (refer to paragraph 7 above), the statement of AID Revenue
and Expenditures of Beirut YMCA referred to in the f_rst paragraph
above present fairly the revenues and expenditures of Beirut YMCA
attributed to the AID Grants during the period June 6, 1984 to December
31, 1987 in accordance with the terms and conditions of the grant agree-
ments with AID and the applicable US Government Laws and Regulations.



9. Contractor information contained in this report may be privileged.
The restrictions of 18 USC 1905 should be considered before any
information is released to the public. This report is intended
solely for the use of management of Beirut YMCA or the Agency for
International Development and should not be used for any other

purpose.

[oad Hunnck

September 15, 1988



BEIRUT YMCA

STATEMENT OF AID REVENUE AND EXPENDITURES

FOR THE FOUR YEAR PERIOD ENDING DFCEMBFR 31, 1987

V.T.P. A L.A.R. R TOTAL
268-0318 Project 268-0342 Project $ L.L.
$ L.L. s ! L.L.
t

Fund Balance at Beginning
of Period 290,532.02; 1,005,441, - - © 290,532.,02 1,605,441
Revenues
Federal Reimbursements 1,300,300.95! 94,757,269.- 1 4,280,539.89 1 515,658,632.~ 15,580,840.84 }1610,415,501
Received
Total: 1,590,832.971 9Y6,362,710.~ | 4,280,539.891 515,658,632.- 15,871,372.86 1612,021,342
Expenditures: Salaries
Lome Officer 208,025.66! 5,830,120.- - - 208,025.66 5,830,120
Field Office 37,002.79¢ 1,083,690.- - - 37,002.79 1,083,690
Consultants (Eng.) 265,746.451 6,867,700, - - 265,746.45 6,867,700
Travel & Transport Costs 28,175,781 1,328,104.- 13,243.48 2,569,341.- 41,419,26 3,897,445
Evaluation 5,587.90 957,222.= 2,000.- 850,000.- 7,587.90 1,807,222,
Other Direct Costs
(Insurances , Concingencies‘ 14,025.96 411,475.~ 150.~ 4,425.- 14,175.96 415,900.
Equipments & Materials 695,272.81! 57,707,146.- - - 695,272.87 | 57,707,146.
Overheads 310,883,571 9,842,146.- 244,567.59! 19,901,575.- 555,451.16 | 29,743,721.
PY0s - - 3,121,918.95¢ 319,163.671.~ 13,121,918.95 !319,163,671.
YMCA Direct Procurement - - 758,343.441 109,420,896.- 758,343.44 109,420,856
Total Expenditures: 1,564,720.92! 84,027,609.~ ! 4,140,223.46 1 451,909,908.- 175,704,944.38 ) 535,937,511
Excess of Federal Receipts
over transfer to Revenues 26,112.05! 12,335,107.- 140,316.43 1 63,748,724 .~ 166,428.48! 76,083,831
Additions/Other 1,027.18 35.150.~ 2,748.23 89,425.- 3,775.41 124,575
Total 27,139.23! 12,370,257.- 143,064.661 63,838,149.-~ 170,203.89; 76,208,406
Reductions/Other - - 2,900.43 93,918.- 2,900.43 93,918

27,139.23! 12,370,257.~ 140,164.23 ' 63,744,231, 167,303.46) 76,114,488

SEEEE TSEAnES
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DETAILED STATEMENT GF AID REVENUE AND EXPENDITURES FOR THE FOUR YEAP
PERIOD ENDED DECEMBER 31, 1987
EMERGENCY RFLIEF PROJECT
k0. 268-0342
s 1984 L.L. s 1985 LL. s 1986 L.L. s 1087 L.L. s Total LL.
Fund Bslance at Bepinning of - - - - 62,681.77] 1,120,70.- 7.2%4.9 7.,063.- | - -
Period
Revenues
Federal Reimbursement Recelved XD,00.- 1,500.000.~ | 1,07,162.43| 18,263,20.~ " 90,377.4%6 | 8,416,672~ 1,90,00.- &67,678,70.- | 4,200,59.9 515,6%8,632.~
Total: 0,00.- 1,500,000.~- | 1,0%,162.43 } 18,263,270.~ 1,0.09.23 {29,537, 82.- 1,957,27%.69 467,052,610~ [ 4,70, 59,67 [ 515,658,632.~
Consultants X
Travel & Transport Costs - - = - 4,91.24 146,125~ 8,652.24 2,68,216.- 13,263.40  2,50.31 .~
Allovances (Evaluations) - - - - - - 2,00.~ 8%0,000.- 2,00.- 850,00.-
Other Direct Costs (Insurance
Conllngenclcs! - - - - 150.- 4,625~ - - 150.~- 445,
Fquipment (Materinl Supplics) - - - - 9J
Overhead - Hanagement Fces 3Z,00.- 160,00.- 26,004.68 465,90.~ £86,972.79 | 2,241,992.- 99,560.12 17,03,0783.~ 24,567, } 19,901,575~
P\0s Grants 28,000~ 1,Y0,00.- 99,076.62 | 16,277,000 .~ 655.549.65 117,479,829.- | 1,29, 204.68 | 284,006,822~ 3,121,918,59 319,163,671.-
YCA Direct Procurement - - 2m»| w.om.- 28,5086 9.7018.- | 674512 | 970,58~ | 79,33.44 109,420,006
Total Expendftiras 300,000.- 1,500,00.- | 1,007,0.66| 17,142, 50.~ 1,015,784.54 [ 29,162,519.- |  1,816,958.26 | 40%,104,899.— 4.100,223.44 451,909,908,
(Obligation prants) ]
Excess of Federal Recelpts - - 62,681.77} 1,120,750.- 1.274.60 374,863 .~ 140,316.43 61,748,724 .- '140,316.4] 63,748,724 .~
over Transfer to Revenues
Additions
Other(?rogran lnconez - - - - - - 2,7:8.3 89,425~ ?’.768.2‘[‘ 8.425.-
R
eduction _ - B 2.900.43 9,918.- 2,900.41 93,918.~
Other (Identify) - - - 10,168.7] 63,764,701~
Fund Balance at Pnd of Period - - 62,68.77| 1,120,790,- 7,280 374,863 . 140,164.23 63,764,231~ . 1064, 703,51,

x\)



DETATLED STATEMENT OF AID REVENUE AND EXPENDITURES FOR THE FOUR YEAR

PERIOD ENDED DECEMBER 31, 1987 B
YOCATIONAL TRAINING TROGRAM
Project No. 268-0318
s ol s 1985 L s 1986 ., s 1987 . s Total ..

Fund Balance at Bepinning of 290,532.02|1,605,441.~| 169,583 .31 1,321,054.- | 48,564.43 896,985.- 151.06 10,121.~ | 290,532.02 | 1,605,441
Period
Revenues
Federal Reimbursement Received 350,000.~ |2,470,000.- 300,000.- 5.317,000.~ | 240,229.19 8,987,037.-} 410,070.76 77,983,232.- {,300,300.95 94,757,269
Total: 640,532.02{4,075,441 . - 469,583.31] 6,638,054.- 288,794.60 | 9,884,022~ 410,221.82 | 77,993,353.- 1,590,832.97 96,362,710
Expenditures: Salaries
Hume Offrcer{Instructors) 79.882.47 467,200.- 72,711.24 991,500.-| 37,377.25 1,278,600.-] 18,054.70 3.092,820.-] 208,025.66 3,830,120
Field Office (Supervisors) 14,465.02 84,600.-] 12,217.5¢ 166,600, - 6,822.98 233,400, - 3,492.25 399,090.- 37.002.79 | 1,083,690
Consultants (Enginecering) 115,412,39 675,000.~ 84,151.4) 1,147,500, - 45,895.713 1,570,000.- 20,286.90 3,475,200.- 265,746.45 6,867,700
Fravel & Transport Casts 6,206.62 36,300.- 10,020.22 116,637.- 6,504 .40 222,502.- 3,644.54 932,665, - 28,175.78 1,328,104
Allowances (Evaluations) - - - - - - 5,587.90 957,222.~ 5,587.90 957,222
Other Direct Costs (Insurance
Cont ingencies) 4,653.43 27.216.- 5,698.10 77,700.- 2,355.16 80,565.- 1,319.22 225,994 .~ 14,025.96 411,475
Fyuipment (Material supplies) 124,144.57] 726,071.- 141,178.75 1,925,132, - 135,640.35 4,639,983, - 294,309.13 50,415,959 - 695,272.81 37,707,146
Overhead - Management Fees 126,184.2) 738,000.- 95.,041.60 1,296,000, - 55,074.86 1,884,000.-~ 34,582,90 5,924,146, - 310,883.5? 9,842,146
Total Expenditiires
(Obligation prants) 470,948.7112,754,387 .- 421,018.88 5,741,069.-] 289,670.74 9.909,051.- 1383,082.59 65,623,096.~ 1,564,720.92 %&.027.603
Excess of Federal Receipts
over Transfer to Revenues 169,583.31 1,321,054.-] 48,564.43 896,985.- "876.12-i '25.029-!1- 27,139,23 12,370,2%7.- 26,112,053 12,335,107
Additions
OthergPrograu Income) - - - - 1,027,18 33,150. - - 1,027.18 35,150
Reductfon
Other ‘ldentif!! _- - - - - - - - - -
Fund Balance st End of Period 169,583.31 1,321,054 '|.-48,564.43 896,985.~ 131.06 10;121.-1 27.139.23‘ 12,370,257.~ 27,139.23 12.37d.257
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Notes to Statement of AID Revenue and Expenditures

of Beirut YMCA for the period June 6,1984 to December 31,1987

1. Basis of Presentation

The accompanying statement of AID Revenue and Expenditures of Beirut

YMCA has been prepared on a basis outlirned by the terms and conditions

of grant agreements with AID and the applicable US Government laws and
regulations. The purpose of the Statement is to present, in summary

form YMCA activities under Grants 268-0318 and 268-0342 for the period
June 6, 1984 to December 31, 1987, which have been financed by the

U.S. Agency for International Development. Accordingly, the accompanying
statement of AID Revenue and Expenditures is not presented in conformity

with generally accepted accounting principles.

2. Disallowable Costs

Goods of Tchekoslovak Origin (Tatra Milk) were procured during the years
1984-1987:

Year YMCA PVQ Total Rate of Value in

Direct Exchange U.S.Dollar
Procure-
ment
L.L. L.L. L.L. L.L.

1984(note 1) - 272 272 8.89 30.60

1985(note 1) - 74,202 74,202 18.10 4,099.55

1986(note 1) 411,640 75,828 487,468 87.00 5,603.05

1987 (note 2) 625,100 562,870 1,187,970 455.00 2,610.90

1,036,740 713,172 1,749,912 12,344.10

Less/ Amount already refunded to

USAID/Lebanon~during 1987 370,880 455,00 (  815.10)
1,319,032 11,529.00

- o - e = ———— ¢ e e . e

Notes: 1) Examined on test check basis

2) Fully examined.

Recommendation No. 1

We recommend that USAID/Lebanon take appropriate action to recover above

amounts.

-12 -
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PMG Peat Marwick

Accountants and Consultants

439, Lati Building P.O.Box 11-1583 Telephone 865552 - 352819
Emile Edde street Beirut Telex: 43939 KPMG LE
Ras Beirut (Hamra) Lebanon Cable Mansoural

Lebanon

AUDITORS REPORT ON OVERHEAD RATES

1. We have audited the accompanying Statement of Agency for International
Development Overhead Rate Computation of Beirut YMCA for the period
June 6, 1984 to December 31, 1987. This financial statement is the
responsibility of YMCA's management. Our responsibility is to express
an opinion on this financial statement based on our audit. Agency of
International Development had the following list of grants with Beirut
YMCA during this period: Project 268-0318 Vocational Training and
Project 268-0342 Lebanon Relief Assistance.

2. We conducted our audit in accordance with generally accepted auditing
standards and the standards for financial and compliance audits contained
in the U.S. General Accounting Office Standards for Audit of Governmental
Organizations, Programs, Activities, and Functions. Those standards requir
that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and the significant estimate
made by manazement, as well as evaluating the overall financial state-
ment presentation. We believe that our audit provides a reasonable

basis for our opinion.

3. As described in footnote 1, the Beirut YMCA's accounting policy was to
prepare its statement of AID Overhead Rate Computation on a basis out~
lined by the terms and conditions of grant agreement with AID and the
applicable US Government laws and regulations. Accordingly, the
accompanying statement of AID Overhead Rate Computation is not presented

in conforaity with generally acceptable accounting principles.

| | | - 13 -
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4. Beirut YMCA had no cost accounting system. However,upon the appli-
cation of adequate alternative auditing procedures we were able to
satisfy ourselves as to the fairness of the allocation of indirect

expenses to. Relief, VTP, and YMCA.

5. In our opinion,the Statement of Agenzy for International Development
Overhead Rate Computation of Beirut YMCA presents fairly the Direct
Costs, Indirect Costs, and Overhead Rate Computation of Beirut YMCA
attributed to AID Grants during the period June 6, 1984 to December
31, 1987 in accordance with the terms and conditions of the grant
agreements with AID and the applicable US Government laws and

regulations.

6. Contractor information contained in this report may be privileged.
The restrictions of 18 USC 1905 should be considered before any in-
formation is released to the public. This report is intended solely

for the use of management of Beirut YMCA of the Agency for International

Development and should not be used for any other purpose.

(o Mot

September 15, 1988

- 14 -
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STATEMENT OF AID OQVERIIAD KATYL COMI'TAY fim

MNE 6, 19860 _mecran k3, 1982

Year Ext. Recosmended Divect Revised Provisional Recrmmended
Rate Cost Indirect Overhead Amounts to
Costs be Refunded
- —_ - —_ {Collected)
z L.L. L.L. | 1 LL.
1984 1 9.36 1,340,020 125,244 160 000 34,1756
19ny 2 [} 4,650,000 S, IR [YRIRNTY (  2:,28V)
1946 3 5.9 J6,482,027 2,161,956 2,261,992 718,016
1987 4 4.61 30%,101,118 14,029,956 21,6171 487 7,609,531
8. VTP

8.1 Ranagement Yees for the peclod January 1984 up to July 1987 (Note & snd annex 1)

Year Ext. Percentage of Direct Allowahlae Administrative Difference
Indirect Costa Cost Indtrece Charge
to direct costs __Costn__ _(_l_’_l'n_l___f_e_e.)__ .
T c.L, L.C. L.L, L.L.
1984 1 14.51 2,708,022 401,956 1,018,000 634,444
1985 2 13,24 4,465,069 5R8,641 1,296,000 n7,3%?
1986 b} 11,60 K,02%,091 91,143 1, RR4 00D 952,859
1987 & 10.99 31,454,215 3,659,945 4,014, W0

8.2 Provisional Overhead (August to December 19A7)

Rates of exchange
at lecember 31,
1 US. ollar

L.L.

A.n9

n.an

A2,00

£45%.00
TOTAL

Raten of Exchange

Necommenidsd
Amownts to

be Velunded
(Collected)

4

3, 99
[ U RT ]

n7

Diffurence

L.L.
H.89
14,10
A7.00

956,315 (July Y1 N)) 181,50

Year Ext. Rerommended Olrect Reviaed In- Provisiona) Recosmended
Rates Cost direct costs Overhead Amo ints to
e he_refunded
z L.L. L.L. L.L. L.,
1987 4 11.21 10,287,351 1,153,321 1,909,846 756,528

TOTAL

Ratea nf Fachange

L.t.

455.00

$
11, 366
39,080
10,942
UL

126,482

fecommended
Amcant s 1o

be_retonded

1,663


http:1.018.00
http:4%5.%.00
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Notes to Statement of AID Overhead Rate Computation

1. Basis of Presentation

The accompanying Statement of AID Overhead Rate Computation has been
prepared on the basis outlined by the terms and conditions of C(rants
agreements with AID and the applicable US Government laws and regula-
tions. The purpose of the Statement is to present in summary form
the Recommended Rates which should be negociated as final rates with

YMCA and the recommended amounts to be refunded to USAID/Lebanon.

2. Distribution of Expenditures

Due to the abscence of a cost accounting system; management distributed
the Administrative Expenses of YMCA activities by taking into considera-
tion as base of calculation the estimate of time spent by YMCA staff on

each project as follows:

1984 1985 1986 1987
4 4 4 4
VTP 47.50 (Jan-June) 31.67 (Jan-April) 25 25
25.00 (July-Dec) 18.33 (May-Dec )
Relief 22.50 (July-Dec) 45,00 (May-Dec ) 70 70
YMCA 5.00 5.00 _3 5
100.00 100.00 100 109

- - o - --- -

- ——--- - - -——

3. Disallowed Costs

In order to indentify the unallowable costs for the four year period
ended December 31, 1987, costs were analysed and examined with their

supporting documentation.

Schedules 1 to 4 show the unallowable costs with the reasons for dis-

allowances,

- 16 =



YMCA management fees, for the period June 6, 1984 to September 30, 1987
were pald in lieu of overhead. As of October lst, 1987 Overhead were
computed at negociated provisional rate of 77 in lieu of administrative

charge.

Recommendation

~a) We recommend that USAID/Lebanon take appropriate action to recover

the excess of Overhead for the above period.

b) Due to the sharp devaluation of the Lebanese pound during the period
1984 to 1987, we recommend that USAID/Lebanon reconsider the prevailing

exchange rates,

-17 -



EEME Peat Marwick

Accountants and Consultants

439, Lati Building P.O.Box 11-1583 Telephone 865552 - 352819
Emile Edde sireet Beirut Telex: 43939 KPMG LE
Ras Beirut (Hamra) Lebanon Cable Mansoural

Lebanon

Report on Supplemental Information

We have examined the Statement of AID Overhead Rate Computation
of Beirut YMCA for the four year period ended December 31,1987.
Ovr examination was made for the purpose of forming an opinion on
the Statement of AID Overhead Rate Computation taken as a whole.

The following Exhibits 1-4 and Schedules 1-4 are presented for the
purpose of additional analysis and are not a required part of the
basic statement of AID Overhead Rate Computation. Such information
has been subjected to the auditing procedures applied in the
examination of the basic Statement of AID Overhead Rate Computation
and, 1in our opiniorn, is fairly stated in all material respects 1in
relation to the basic Statement of AID Overhead Rate Computation taken

as a whole.

@7 PRV

September 15, 1988

- 18 -
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THE YOUNG MEN'S CHRISTIAN ASSOCIATION (YMCA)
BETRUT-LEBANON

DETERMINATION OF THE OVERHEAD RATES FOR 1984

L.L.
1) Determination of the allowable costs:
Total 1984 expenditures (as per financial statements) 632,268
Add /:Provisions & Other charges 117,298
749,566
Less/-Costs recommended for disallowance ( 192,935)
Allowable Indirect Cost - (Schedule 1 ) __ééézégl
Allocated to:
- Relief 125,244
- VTP 403,556
- YMCA 27,831
536,631
2) Determination of the Direct Costs:
2.1 Relief
Total direct cost ($ 300,000 @ 5) - 1,500,000
Less/-Provisional overhead;
127 on $ 268,000 - $ 32,000@5 (__160,000)
Relief - Direct Costs 11259;999
2.2 VTP
Total direct costs (not mentioned in 1984 financial
Statements) 3,818,072
Less/-Maiagement fees (YMCA Income) - for 1984 (1,038,000)
VTP ~ Net Direct Costs 3;299;913

3) Overhead Rates:

Relief : 125,244 = 9.347 (charged provisional rate 12%)
1,340,000
VTP : 403,556 -14.51% (charged as flat fees, amounting to LL. 1,038,000,

2,780,072 equivalent to 37.332).

VIP management fees were accepted by the USAID legal consultant. (see

annex 2 attached).
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1)

2)

3)

ENitior 2

THE YOUNG MEN'S CHRISTIAN ASSOCIATION (YMCA)
BEIRUT-LEBANON

DETERMINATION OF THE OVERHEAD RATES FOR 1985

L.L.
Determination of the allowable costs:
Total 1985 expenditures (as per financial statements) 1,263,319
Add /-Provisions & Other charges 914,943
2,178,262
Less/-Costs recommended for disallowance { 1,000,984)
Allowable indirect costs -(Schedule 2 ) _1,177,278
Allocated to:
- Relief project 536,783
~ VTP project 588,643
- YMCA projects 51,852
TOTAL 1,177,278
Determination of the direct costs (1985)
2.1 Relief
Total direct costs 16,677,000
Less/
- Advances to PV0's (invoices received during 1986) ( 9,561,500)
- YMCA Provisional Overhead (7% on LL. 6,650,000) ( 465,500)
Relief - Direct Costs _919591999
2.2 VTP
Total direct costs (not mentioned in 1985 financial
statements) 5,741,069
Less/~Management fees (_1,296,000)
VTP - Net Direct Costs _4,445,069
Overhead Rates:
Relief 536,783 - 8% (charged 72 provisional)
6,650,000
VIp : 588,643 =13.247 (charged as flat fees, amounting to LL.1,296,000
4,445,069 equivalent to 627),

VIP management fees were accepted by the USAID legal consultant

(see annex 2 attached).

- 20 -



1)

2)

THE YOUNG MEN'S CHRISTIAN ASSOCIATION (YMCA)
BEIRUT-LEBANON
DETERNINATION OF THE OVERHEAD RATES FOR 1986

Determination of the allowable costs:

Total expenditures (as per 1986 financial statements)
Less/ Direct charges of YMCA activities
(Camping, life saving and other)

Less/ Costs recommended for disallowance

Allowable indirect costs (Schedule 3 )

Allocated to:

- Relief project
- V.T.P. project
- YMCA projects
TOTAL

Determination of the direct cost:

2,1 Relief
Total direct costs (as per 1986 financial statements)
Add /

1) Adjustments

Report No. 1/87 relating to 1986 operations, not taken
into consideration in the financial statements

2) Subadvances deducted from 1985, as completed in 1986

‘Less/ YMCA overhead 2,241,992

Adjustments of overhead on
report No. 1/87 338,074
Relief - Direct Costs

-21 -
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Page 1 of 2

L.L.

5,416,488

( 1,288,370)
4,128,118

(___896,903)
- 3,231,215

2,163,956
931,145

136,114
3,231,215

24,332,889

5,167,704

9,561,500
39,062,093

(_2,580,066)
36,482,027



FXFINIT 3 7Conc’,
Papge 2 of 2

2.2 VTP L.L.
Total direct costs (as per 1986 financial statements) 9,909,051
Less/ Managments fees (1,884,000)

VTP -~ Net Direct Costs 8,025,051

D Y p—

Overhead Rates - 1986

Relief: 2,163,956 5.932 (charged 7%)

36,482,027
VTP : 931,145 - 11.607 (charged as flat fees basis, amounting to LL.
8,025,051 1,884,000, equivalent to 23.477).

VTP management fees were accepted by the USAID 1legal consultant. (see

annex 2 attached).
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1)

2)

EXHIBIT 4
Page 1 of 3

THE YOUNG MEN'S CHRISTIAN ASSOCIATION (YMCA)
BEIRUT-LEBANON
DETERMINATION OF THE OVERHEAD KATES FOR 1987

L.L.
Determination of the allowable costs:
Total expenditures (as per 1987 financial statements) 37,067,766
Less/ Direct charges of YMCA activities
(Camping, life saving and other) (_7,848,006)
29,219,760
Less/ Cost recommended for disallowance ((9,771,985)
Allowable Indirect Cost -~ (Schedule 4) 19,447,775
Allocated to:
-~ Relief project 14,070,956
- VIP Project (Jan.to Sept. 3,125,840 & 1,041,946 Oct-Dec.87) 4,613,286
- YMCA, own projects 763,533
TOTAL 19,447,775

Determination of the Direct Costs:

2.1 Relief

Total direct costs (as per 1987 financilal statements) 404,104,889
Add/ Adjustment overhead due for December 1987
report No. 15/87 4,637,404
408,742,293
Less/Subadvances to PVO 81,457,762
YMCA overhead 17,034,083

Overhead adjustment Dec.87 4,637,404
" related to Dec.86 ( 338,074)

Evaluation 850,000 103,641,175
Net - Direct costs 305,101,118

- 23 -
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Page 2 of 3

2.2 VTP L.L.
Total direct costs (as per 1987 finanical statements) 65,623,096
Less/ - Cost of material for sessions relating to 1988 (16,996,162)

= YMCA management fees on VTP (note 1&2) ( 5,924,146)

- Evaluation expenses (___957,222)

VTP~ Net Direct Costs 41,745,566

- From January to September 1987 31,458,215
- From October to December '1987 10,287,351
41,745,566

3) Overhead Rates - 1987

Relief: 14,079,956
305,101,118

4,617 (charged provisional 7%)

10.99 (see notes below ) From Jan-Sept. 87

VTP: a) __ 3,459,965
31,458,215

11.217 From Oct-Dec. 87

b) _ 1,153,321
10,287,351

Notes:

1) The 6th amendment of the Grant agreement dated September 15,1987 provided
the following:

Para H: Delete the language of paragraph H in its entirety and in lieu
thereof subtitute:
"Overhead costs will be computed at nmegociated provisional rate of

72 in lieu of Administrative Charge ".

As of that date, YMCA/Lebanon started charging indirect costs as provided

in that amendment.
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EXHIBIT 4 (Con-

Page 3 of 3

YMCA, 1987 management fees amounting to LL. 5,924,146 were composed as

follows:
- Flat management fees, for the period January to July 1987 4,014,300
- Provisional rate of 72 1,909,846

LL. 5,924,146

- - ———

The VIP management fees ware accepted by the USAID 1legal consultant.

(see annex 2 attached).
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Heene g Dot foen

Salaries & Wages
Travel

Transport,car repairs
and Insurance

Propram assistant services

Entertainment & representation

r.7T.T.

Maintenance & Cleaning

Rent

Accounting fees

Donations and tips
Flectrlcity and water
I'rinting and stutionery
Scholarship & staff training
Miscellaneous end others
Management services

Social security
Subacriptions & conferences
lLexal fees

Bank Charges

Provision for staff leaving {nd.

N.S.S.TF.

Depreciation

incume tax on salaries
Others

TOTAL

Notem: (1) Basis of our presentation wae ss outlined by the termsand conditions of the axreement with USALD,

regulations.

Ml at

3.12.1984

L.L.

255,348
66,617

11,133
28,800
30,201

9,976
9,522
9,972
24,000
8,264
4,438
,930
1,100
55,905
54,250
19,219
16,293
18,000
300
27,144
7,305
12,363
21,679
_48,807

149,566

THE YOUNG MEN'S CHRISTIAN ASSOCTATION

BFIRUT - LEMANON
ALLOWABLE INDIRECT COSTS FOR THE YIAR ENDLD

(YMCA)

DECEMBER )1, 1984

AlVowabts-

Contn

L.L.

255,348

11,133
28,800
6,000
3.976
9,522
8,972
24,000
4,438
8,930
1,100
55,905
54,250
19,219
16,293
18,000
300
15,100
7,305
8,040

(2)

)

(2)
(2)
(2)

)
(2)

Conte

L.L.
—_— .

66,617

-

24,201
6,000

12,044

4,3
21,679
_48,807

Analyntn ol Allawabile Costn

Kelfof V.., YMUA
L.L. L.L. L.L.
103,485 333,446 22,996
2,505 8,021 557
1,350 4,350 300 .
896 2,883 197
2,142 6,903 476
2,019 6,505 449
999 3,218 222
2,0Luy b, hil, 14N
247 197 56
3,666 11,812 81%
4,050 13,050 9u0
67 218 15
1,809 5,829 402
123,26 403,356 22,80)

(2) Amounts classified under aalaries, for Analyais of Allowvable coats, totalling LL. 459,927,
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Reamann tar Dis-

See note (2)

Travel for YMNCA

actisitien other than
USAID Grauts

For other activicies
For {nternational line

Rent paid in advance

For other activities

Dtffetence of caluls-
tion

Prior to Grants date
CnnP.C.pl(nl Develop-
men

Un Ceneral Fxecutive
Salary

Ronus paid to etaff

and the apnlicable US fovernsent laws and



THE YOUKG MEN'S CHRISTIAN ASSOCIATION (YHCA)
BEIRUT - LERANON
ALLOWABLE INUDIRECT COSTS FOR THE YEAR ENLID DLCEMBER 31, 1985

Shaednty 2

Description Balances at Allowable Unallowable Analysis of Alluwable Costs
31.12,1985 Custs Costs Relief V.T.P. YMCA Reasons for die-
L.L. L.L. Note L.L. L.L. L.L. L.L. allowance
Salaries & Wages 459,948 459,988 2) - 378,13) 413,023 34,292 See note 2
Travel 91,476 - 91,476 - - - Travel for YMCA activi
ties orher than USALD
Transport,car repairs & Insurtance 38,1340 38,340 - 17,25) 19,170 1,917 Grants
rugram assistant services 295,965 25,965 (2) - - - - -
Entertainment & representation 40,742 6,000 34,742 2,700 3,000 300 Fg{!:HCA other activi-
104 912 14,912 90,000 6,219 1.404 147 Far tnternat banaad 8 faee
Hatntenunce & Cleaning 16,605 16,605 - 7,472 R0} 830 -
Rent 160,162 160,162 - 72,073 80,081 8,008 =
Accounting Fees 37,400 37,400 (2) - - - - -
Dunations and tips 3,950 - 3,950 - - - Fo: YHCA other activi~
ties
Flectricity and Water 14,426 14,426 - 6,492 7,213 121 -
Printing and stactionery 17,009 17,009 - 7,654 8,505 850 -
‘holarship & etaff training 2,800 2,800 - 1,260 1,400 140 -
tscellaneous & others 119,352(116700 119,352 (2) - 1,193 1,326 133 Of which LL.116,700,
onus io Ceneral
Minagement services 33,174 33,174 (2) - - - - xecutive
Social security 28,1700 28,700 (2) - - - - -
Subecriptions & Conferences 48.817 48,817 - 21,968 24,409 2,440 -
Legal fees 19,378 19.2378 - 8,720 9,689 969 -
Bank charges 10} 103 - 46 52 -] -
I'rovisfons for etaff leaving (2) Difference of calula-
Indemnity 298,844 100,900 197,944 - - - Sives.prior to Geane
Difference-reserve for S.S.
tndemnity 23,227 23,227 (2) - - - - -
Depreciation 14,323 10,000 4,321 4,500 5,000 500 Camp Capital develop-
47,229 ment
Income tax on salaries 47,329 - [ - = = On G.E. Salary
Provision for appartment fund . %31,220 - _ 531,220 - - - Not related to Grants
TOTAL 2,118,262 1,177,218 1,000,984 536,143 J8R,063 51,852

Notes: (1) Bas{a of our presentation was as outlined by the terms and conditions of the Agreement with USAID

and regulations.

(2) Amounts class!ificd under salaries, for Analysis of Allowahle Costs, totalling LI.. 826, 054.

- 27 -
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THE. YUIING MES®S CHREISTIAR ANSUCTAL ToN

BEIRUT-LEBANON

(V2A)

ALLOWABLE INDLKECT COSTS FOR THE YEAR ENDED DECEMBLR )1, 1986

Description Balance at Cost recommended Allowvable
31.12.1v86 for Disallowance Costs
L.L. L.L. L.L,
Minagements services &

Consultation 1,024,650 1,028,650
Laularice and wages Bl 400 Hol AGA
Travel expenses 397,544 397,544 -
Public Relation 52,089 46,089 Q,OOU
P.T.T. 213,521 175,000 38,521
Maintenance and cleaning 163,317 - 163,317
Rent 169,700 - 169,900
Auditing fees 90,000 - 90,000
Flectricity and water 62,43) - 62,411
Printing and stationery 200,658 - 200,658
Scholarship 7,100 - 7,100
Other expenses 47,718 47,718 -
Sucial securicy 72,806 - 72,806
Kank charges 1,986 - 1,986
Subscripetions & Conferences 37,692 - 37,692
lurome tax on nalaries AR, 04 68,304 -
Legal fece 18,000 - 18,000
Camplog Fafrs 4,800 4,800 -

3,497,982 739,455 2,758,527

Program expenses 62,235 - 62,235
Transportacion 189,747 - 189,747
Staf{ leaving indemnity 348,027 153,125 194,902
Depreciation 3012 _ 40 25,804

TOTAL 896,903 3,200,215

Notes: (1) Basts for our Prescntacion wam as outlined by the

Lave and Regulations.

(2) Amounts clasnified under malarles,

Analysis of Alluwable Costs
Reliel vV.T.PI', YMCA
Hote L.L. L.L. L.L.
)
(2) L%, 140 il Vi 9,90
4,200 1,500 300
26,964 9,610 1,927
114,322 40,829 8,166
118,930 42,4195 8,495
63,000 22,500 4,500
43,7013 15,6u8 3,122
140,461 50, 164 10,033
4,970 1,725 355
(2) - - -
1,190 497 99
26,384 9,423 1,88%
12,600 4,00 you
2,013,070 877,257 125,337
() - - -
132,82) 47,407 9,487
(2) - - -
18,063 6,451 1,290
2,161,935 931,145 136,114

for Analysis of Allnwahle Conts, totalling 1.1 2,220,087,
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Public relacions stips
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THE YOUNG MEN'S _HRISTIAN ASSuCialion

(virean)

REIRUT -~ LESANUN

L

hedules

ALLOWABLE INDIRECT CUSTS YUR  THE YRAR FNULLD DECEMELK 31,1987
Description Balance st Cost recosmended Allowvable Analysis of allowable Reasoua for Refer.
December 31,1987 for Cost Costs Disallowance OMB Circ
Disallowance Reliefl v.T.P. YMCA A-122
L.L. L.L. L.L. L.L. L.L. L.L. (Are No_ )
Staff{ remuneration 11,090,617 - 11,090,617 - - -
Social Security 378,30] - 318,303 . - - -
Sctaff Insurance 93,066 - 93,066 - - - 4,120,013 Composed of:
- Dif{ference of {ndemnity to
G.F. 616,711
- Employees not
rexistered atCNSS 103,300
- Extres provision
(lump sum) 3,400,000
Provimton for etaff : 4,120,011
tesminativn Lk unn, 01 A,120,01) LR wm oo teeedeee
16,442,977 ¢,120,013 12,322,964 8,825,933 3,066,578  450,45)
Income Tax on Salaries 166,908 166,905 - - - - Income Tax on the general
executive salary 46
P.T.T. 240,032 200,000 40,032 28,022 10,008 2,002 200,000 representing estimated
. expenses for {nternational
ltne/calls
Maintenance & Cleaning 781,989 129,000 652,989 546,347 88,868 17,774 Capital expenditure(moquette &
vall paper 99.000) & 30,000
maintensnce to Red Cross
‘" International 22
Rent 521,715 - 521,775 L2, R05 77,475 15,499 -
Flectricity,Fuel & Water 23,726 - 23,726 16 ,60H 5,932 1,186 -
Printing & Stationery 1,075,115 39,5170 1,035,54% 124 ,HH2 258,886 51,777 Stocka of stationery not
determined at year end
Inventuries should be
dieallowed.
Sundries 466,040 - 466,040 126,228 116,510 23,)02 -
Travel expenses 4,974,516 4,574,516 - - - - Prior approval should be
obtained from USAID 50
Tranaport 1,197,528 1,197,578 A3R, 2719 290 382 SQ A7k
Progrum expenves 437,732 64,308,958 171,303,05 LU )1 A,577.0% - Bank intercet (town on value daten) 19
P.R. Representation 1,846,148 358,188 1,488,991 1,08V, 60 372,900 14,490 Fotertatnment patd hy General
Frecutive on other activities
Scholarehip 16,800 - 16,800 13,166 1,817 1,817 -
Bank charges 8,019 - 8,019 S.613 2,005 401 -
Subscription & Conferences $36,453 - 536,45) 375,517 134,113 26,823 -
Miscellaneous/Donations 17,600 17,600 - - - - Cifte and others 10
Auditing fees 707,5uG 97,500 610,000 427,000 152,500 30,500 Amount provided $ 1,500 LL.
757,500 (ratd $1,500 LL.
Lavyers fees 25,000 - 17,500 6,250 1,250  610,800)
Depreciation 113,865 4,324 90,679 32,385 6,477 On carmp rapiral development

TOTAL

Ranis for our presentation

1 M e g 1 2808 2635 1)

(2 16, LAHx2T [ 4,)324)

wvas as out!ined by the terma and cnnditiona of the rereenents with USAID, and the annl{cable US Covernments f.awve & Regulatlions
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KENIG. Peat Marwick

Arcountants and Consultants

439, Lati Building P.O.Box 11-15R3% Telephone 865552 - 352519
Emile Edde street Beirut Telex: 43939 KPMG LE
Ras Beirut (Hamra) Lebanon Cable Mansoural

Lebanon

Report on Compliance with Laws,Regulations & Programs

We have audited the Statement of AID Revenue and Expenditures of Beirut YMCA
for the four year ended December 31, 1987, and have issued our report thereon
dated “September 15, 1988. Our audit was made in accordance with generally
accepted auditing standards and the standards for financial and compliance
audits contained in the U.S. General Accounting Office Standards for Audit

of Governmental Organizations, Programs, Activities, and Functions, and
accordingly included such tests of the accounting records and such other

auditing procedures as we considered necessary in the circumstances.

The management of Beirut YMCA is responsible for YMCA's compliance with U.S.
Government laws, regulations, and terms and conditions of the Federal Award
Agreements. In connection with our audit referred to above, we selected and
tested transactions and records to determine YMCA's compliance with laws

and regulations, noncompliance with which could have a material effect on

the Statement of Agency for International Development Revenue and Expenditures

of Beirut YMCA.

The results of our tests indicate that for the transactions tested, YMCA
complied with those laws and regulations referred to above, except as
described in the attached schedule A. With respect to the transactions not
tested, nothing came to our attention to Iindicate that YMCA had not complied
with laws and regulations other than those laws and regulations for which we

noted violations in our testing referred to above.

LUytrveid Post Marwsct Gosrdeier Jn -



Contractor information contained in this report may be privileged. The
restrictions of 18 USC 1905 should be considered before any information
is released to the public. This report is intended solely for the use
of management of Beirut YMCA or the Agency for International Development

and should not be used for any other purpose.

(Z;J' Hovunth

September 15, 1988
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Schedule

Noncompliance Instances

The audit identified possible areas of noncompliance with repulations

or agreements provisions. The areas in question relate to:

1.

Accounting and Records

Standard Provisions 6,7 and 8 require that the Grantee accounting

system provides for the allocations of indirect costs.

Procurement of Goods

Standard Provisions 15(c) stipulates that all goods the costs of
which are to be reimbursed shall be purchased in and shipped from

only "Special Free World" countries.

Lebanese Regulations

Part of the salaries are not declared to the tax authorities and
to the Social Security Fund. Also fiscal stamps are not always

affixed on receipts and suppliers invoices.

.32 -
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EP/I&JG Peat Marwick

Accountants and Congultants

439, Lati Building P.O.Box 11-1583 Telephone B63552 - 352819
Emile Edde street Beirut Telex: 43939 KPMG LE
Ras Beirut (Hamra) Lebanon Cable Mansoural

Lebanon

AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROLS

We have audited the Statement of AID Revenue and Expenditures of Beirut YMCA
for the four year period ended December 31, 1987 and have issued our report
thereon dated September 15, 1988. As part of our audit, we made a study and
evaluation of the system of internal accounting control of YMCA, to the

extent we considered necessary to evaluate the system as required by generally
accepted auditing standards and the standards for financial and compliance
audits contained in the U.S. General Accounting Office Standards for Audit of
Governmental Organizations, Programs, Activities and Functions (1981 Revision).
For the purpose of this report, we have classified the significant internal

accounting controls in the following categories:

Accounting Controls

Cash receipts
Cash disbursements

Payroll

Administrative Controls

General requirements

Financial reporting to USAID/Lebanon
Administrative capability
Sub-grantees records

Subcontracts
Specific requirements

Types of goods allowed or unallowed
Eligibilicy

Cost sharing or matching requirements
Program performance

Reporting requirements (field visits reports)

Wyrveid Poat Marwch Gosrdwier - 33 -



Our study included all of the control categories listed above. The purpossz
of our study and evaluation was tq determine the nature, timing, and exten:
of the auditing procedures necessary-.for expressing an opinion on the Beiru:
YMCA's Statement of AID Revenue and Expenditures. Our study and evaluatior
was more limited than would be necessary to express an opinion on the systex

of internal accounting control taken as a whole or on any of the categories

of controls identified above.

The management of Beirut YMCA is responsible for establishing and maintaining
a system of internal accounting control. 1In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected
benefits and related costs of control procedures. The objectives of a system
are to provide management with reasonable, but not absolute, assurance that
assets are safeguarded against loss from unauthorized use of disposition, and
that transactions are exe uted in accordance with management's authorization
and recorded properly to permit the preparation of financial statements in

accordance with generally accepted accounting principles.

Because of inherent limitations in any system of internal accounting control,
errors or irregularities may nevertheless occur and not be detected. Also,
projection of any evaluation of the system to future periods is subject to

the risk that procedures may bgcome inadequate because of changes in conditions

or that the degree of compliance with the procedures may deteriorate.

Our study and evaluation made for the limited purpose described above would
not necessarily disclose all material weaknesses in the system. Accordingly,
we do not express an opinion on the system of internal accounting control of
YMCA, taken as a whole or on any of the categories of controls identified

in the first paragraph. However, our study and evaluation disclosed following
conditions listed on schedule A,B and C that we believe result in more than
relatiﬁely low risk that errors or irregularities in amounts that would be

material in relation to the Statement of AID Revenue and expenditures of YMCA

may occur and not be detected within a timely period.

-3 -



Contractor information contained in this report may be priviliged. The rest-
rictions of 18 USC 1905 should be considered before any information is released
to the public. This report is intended solely for the use of management of
Beirut YMCA or the Agency for International Development and should not be used

for any other purpose.

Ec&l‘ H aynel

September 15, 1988
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3.

General

Administration Rules & Regulations

No written procedures (Manuals) are available at YMCA/Lebanon defining the
cycle of each activity, personnel job description, organizational charts

and accounting manual.

Recommendations

We recommend the establishment of above manuals defining the activities

of the YMCA in Lebanon with the procedures to be adopted.

Management Comments

Management concurs.

Cost Accounting Systems

We note the absence of a cost accounting system applied to indirect costs.

Recommendations

We recommend the establishment of a cost accounting system (time sheets)

in order to determine the cost per project and to calculate the reasonable

overhead rates.

Management Comments

Management concurs,

Supporting Documentation

3.1 Stamped Paid Invoices

We noted that invoices and supporting documentation were not always
cancelled either before or after payment, to prevent duplicate

processing.
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3.2

Recommendation

We recommend that all supporting documentation be stamped as

PAID. YMCA should maintain a special designated rubber stamp

to cancel all supporting vouchers when paid. This stamp should

preferably indicate the following matters.

- Paid
- Date
- Cheque NO ......... cetees
- Bank ..iiiiniiieiinnniens

Project No..vevvseennnnne
Grant No. 268-0318 or 268-0342

Management Comments

Management will take the recommendation into consideration.

Correctness of Invoices

We noted some arithmetical errors in the suppliers invoices.

Recommendation

We recommend that invoices be checked before payment as to

correctness of calculation.

‘Management comments

Management disagrees with the finding. Invoices are usually

checked and errors are corrected by returning original invoices

to the suppliers, in order to make adjustments by issuing new

invoices.
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3.3 Approval of Payment Vouchers

We noted that some payment vouchers are not approved by the
program director nor do they contain the name of the proiect to

be charged for.

Recommendation

We recommend that payment vouchers be approved by officials and
carry the name and the project number 1in order to facilitate

posting.

Management Comments

Management disagrees with the finding.

The program director has initialled documents before payments.
Approval on payment 1is covered by the co-signature of either
two executive committee members or one committee member jointly

with the general executive.

The payment vouchers or programs are in 3 different forms
(For VTP, Relief and YMCA) and are to be charged directly to

their related projects as mentioned on the top of the form.

4. Payroll

4,1 Additional Salaries (Bonuses)

We noted that YMCA is paying to its staff (regular registered
employees and part-timers) additional amounts charged to

"Management Services and Consultancy.”

Such payments, which are very material and represent the bulk
of the salaries paid, are not declared to the local tax

authorities and socisl security.

YMCA stands liable to taxation, social security contribution,
end of service indemnities and fines for salary payments when

they become known to the relative authorities,

- 38 -



4,2

4.3

Recommendation

We recommend that a special excercise should be made to quantify
amounts involved . A provision therefore should be raised by

TMCA, and YMCA to up-date its files with the tax authorities.

Management Comments

Management adopted the recommendation.

Attendance Record

We noted that the Association was not keeping, daily attendance

records for the years 1984 to 1987 or time sheets.

Recommendation

We recommend the establishment of attendance records in order to

ascertain their presence and duties performed.

Management Comments

The association has established attendance records and time sheets

in 1988,

Employment Contracts for part-timers

We noted that the Association is not making contracts with the part-

timers employees.

Recommendation

We recommend that proper contracts for part-timers be established

in order to eliminate eventual future conflicts.

Management Comments

The Association is in the process of signing contracts with the
part-timers employees in light of clarification by the legal
advisor of the YMCA.
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4.4 Employees Personnel Files

During our review we noted that the Association does not keep

personnel files for its employees.

Recommendation

We recommend that personnel files be kept for all employees
in order to maintain an up-to-date data on each employee's

status.

Management Comments

Personnel Department started to up-date personnel files for all

employees,

4.5 Income Tax on Salaries

Our review of the payroll, revealed that income tax on salaries
is not deducted from one employee and that YMCA 1s paying the
relevant taxes on behalf of this employee and such taxes are

accounted for expenses without being added to salaries.

Recommendation

We recommend that taxes be withheld from all employees salaries

to prevent conflicts with income tax authorities.

Management Comments

Management disagrees with the recommendation. Taxes are withheld
from all regular registered employees except for the general
executive salary whose taxes are paid directly by the association

as per board decision.

4.6 Piscal Stamps

Our review of the payroll receipts revealed that employees are

signing the monthly payroll sheet without fiscal stamps.
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Recommendation

We recommend that fiscal stamp be affixed on payroll receipts to

prevent tax authorities fines.

Management Comments

Payroll receipts signed and approved will be affixed by fiscal

stamps, once available.

5. Banks

5.1

5.2

Bank - Reconciliations

We noted that banks reconciliations are not prepared on a timely
basis. As a result, there is no assurance that unauthorized or

erroneous transactions would be detected on a timely basis.

Recommendation

We recommend that bank reconciliations be prepared monthly, and
that the internal auditor reviews and initials the reconciliations

to ensure that they were properly prepared and on a timely basis.

Management Comments

Management disagrees with the finding.

.Bank reconciliations for "aspecific projects-banks accounts are

prepared on timely basis before presentation of the federal cash
report related to VIP and relief projects by the end of each month.

The other bank accounts are properly reconciled at year end.

Grants~Specific Banks Accounts

We noted that the grants' banks accounts were sometimes used for
payments and deposits other than the grants purposes (health,

education, contributions of YMCA, etc..).
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5.3

5.4

New specific bank. accounts were opened during July 1987, and our

review did noc reveal such kind of transactions after that date.

Bank-interests

We noted that bank interestsare paid to USAID regularly without

being recorded in the books of accounts.

Recommendation

We recommend that bank interests he recorded 1n the books of

accounts in order to reflect the correct accounting transactions.

Management Comments

Interest earned from bank are registered in the books of accounts

as recommended.

Copies of Checks Paid

Due to the Lebanese Banking Laws and Regulations, banks are not

returning back to their clients the paid cheques.

Recommendation

In order to strengthen control vver payment by cheque, we recommend
the establishment of printed cheques in two copies; original to be

given to beneficiary and the copy to be used as a payment voucher.

Management Comments

The recommended copies of checks paid, is to be adopted once approved

by the board of directors. This is extremely costly and approval

of AID an allowable charge is to be taken.
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6'

Expense Reports-Business Purpose of Expenses

During our review of the indirect costs (public relations expenses),
we noted that there was no indication of the business assoclation, of
people entertained or the business purpose of the expenditures on

some vouchers.

Recommendation

We recommend that the business association of people entertained and

purpose of the expenses, be indicated in an expense report.

Management Comments

Management agrees with the recommendation. People entertained and
purpose of the expenses, are indicated on the vouchers during 1988.

Anyway a board resolution to that effect will cover such expenses.

Vocational Training Project 268-0318

B.1l Supporting Documentation-Suppliers Invoices

We noted that some invoices paid by YMCA, do not fulfill legal

requirements. Irregulérities noted are:

Invoices not dated, not numbered, contain corrections, over-

writing, overlining.

Invoices are made in the name of some employees of YMCA.

Invoices do not bear the full address of the supplier and the

name of the supplier is stamped.

Fiscal stamps are not affixed on the invoices.

Recommendation

We recommend that YMCA should pay only invoices filling the legal
requirements and in compliance with article 15 of the Standards

Provisions - appendix 4D.
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Management Comments

Refer to findings, we note the following:

Inv. dated numbe- correc- over wmade in bear add- suppl. stamps
Ref. red tion 1lining name of ress of name affixed
YMCA.emp.supplier stamp

PV604

Ses. 108 Yes Yes none none none Yes Yes Yes

PV602

Ses,102 *

PV 1

Ses.1/87 None Yes none none none Yes Yes Yes

* The voucher referred to 1s a numbered delivery order and not an invoice,

and irregularities stated are true only for the delivery order and not

the invoice.

The only invoices paid are those which meet the legal requirements and

in compliance with article 15 of the Standard Provisions Appendix 4D

(application of order of preference, the goods on services were not

available from US. sources, or). Refer to 4.2.

B.2 Origin of Goods

We noted that the suppliers invoices do not mention the origin of goods.

Recommendation

YMCA should comply with article 15C of the Standard Provisions-appendix

4D - geographic sources.

Management Comments

As recommended the association has always complied with Article 15C of

the Standard Provisions -~ Appendix 4D-Goegraphic sources. Refer to 4.2.
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B.3 Stock Cards of Tools and Materials

We noted that YMCA is not keeping stock cards for group tools and mate-
rials used in the sessions, but they keep for each session lists for

the remaining group tools only.

Recommendation

In order to have better control over the non distributable group tools,
we recommend keeping stock cards records for each session separately

and cumulative for all sessions.

Management Comments

During 1988, Charts of tools and materials are being applied to sessions
in order to exercise control over the non distributable group tools.
The charts indicate the different tools and material available and their

transfer among sessions. They also used available tools and materials

procured to prevent duplication.

Moreover, a separate statement is filed which includes the group and
individual tools transferred from closed sessions, quantities procured,
non distributed group tools, all of which are approved and checked by

the program officers.

Lebanon Relief Assistance ~-_Project 268-0342

C.1 Payments to P.ivate Voluntary Organizations (PVO)

Our review of the supporting documentation related to PVO's disburse-

ments revealed the following:

a- Original of invoices not always available in files, those were
replaced by photostat copies,copies of invoices or purchases
orders.

b- Invoices submitted by PVO's are sometimes dated prior to the date
of US. AID approval.

c- Date of invoices altered.

d- Suppliers invoices not having the legal requirements.

e- Origin of goods not stated on the invoice.

f. Invoices are not always cancelled "PAID"
g. PV0's are paying their suppliers invoices in cash for big amounts.
- 45 =



Recommendation

We recommend that YMCA requires from PV0s to support their disbursements

with proper documentation. TRequests them also to oper bank accounts to

be used specifically for their US. AID financing procurements.

Management Comments

Cla.

Clb.

Clec.

Cld.

Original of Invoice not always available in files

Of all the procurements, it so happened that one invoice relating
to the Charity Association for women is missing under PVO No. 24
for procurement of medicines. This PVO did send the original
invoice in the normal procedure, somehow it got lost on the way
to our offices. The supplier agreed only to issue a copy which

was stamped and duly signed to supplement the original.

Invoices submitted by PVOs are sometimes dated prior to the date’

of US. AID Approval

This is represented by one invoice only related to the Red Cross.
In this particular case this grant was meant to help support the
vngoing general Red Cross operation and it was checked and orally
approved by US. AID Director, especially when remembering that
the assistance to PVOs was after a participation in whatever
relief efforts they were carrying on, which may fall between the
date of the request and the date of the approval. Such procedures

are sometimes conducted under certain circumstances.

Date of invoices altered

The dates altered are for two PVOs because of the difficulty in
obtaining new invoices. Alternative procedure were conducted
over the implementation by receiving a list of beneficiaries,

and related reports.

Suppliers invoices not having the legal requirements

This concerns one PVO and the invoice 1s stamped and signed by

suppliers (enclosed copy of the invoice).
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Clg. PVOs are paying their suppliers invoices in cash for big amounts

The check number, relating to invoice under PVO 109 was not :mentioned .
A receipt from supplier was required to ascertain the collection by

check, (herein a copy 1is attached).

YMCA Direct Procurement of Relief Items and Shelter Repair

Our review of the supporting documents related to YMCA direct procurement

revealed the following:

a- YMCA has bought ineligible goods (Tatra milk)

b- Invoices paid are not always cancelled and do not bear the DP reference
No.

c- Food distributed prior to the supplier's invoice.

Recommendation

We recommend that YMCA should follow a disbursement cycle system in
conformity with internal control reliability e.g. invoice in conformity
with legal requirements and with standard provisions, checking the
invoices as to correctness of calculations, issuing a payment order
checked by the Program Directér, issuing a cheque in the name of the
beneficlary after cancelling the invoice with the proper stamp and
initials, issuing the payment voucher, signing the cheque, then recor-

ding it in the accounting books.

Management Comments

b) Invoices paid are not always cancelled and do not bear the DP Ref.No.

Monthly reports for relief submitted to AID, includes Direct Procure-

ment reference with all related invoices which are cancelled actually

with the proper stamp,
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c) Food distribution prior to the supplier's invoice

Foods procured under Direct Procurement and distributed by the
Assoclati~n, could be received prior to the supplier’s invoice

which is compared with the storekeeper records.
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OMMENTS ON FINDINGS
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The YMCA started {te first grant agreament w g
At that time and a: will be rnoteld belcw, the YKCA staff and managensct
Capacity was very csrcall
A: a result of the growitg n2eds in the Lebanon and based on U.S. AID
continuzd support and assistance and contipued reguests that YMCA should
he YXIA sterted to do =3 and the
3 * =

fnereass its maLagement catacity, t
developaent and the growth i1z eniinited ot cnly in terms of
of staff but aisc in their experiences and skills.

We belfeve that a lot of our greoeti is a result of the US. AID - YKCA
collaboration. The following chart reflects the number of staf{ erployed:

Year 1678 3
Tear 16749 3
Year 14837 4
Year 1381 4
Year 1632 4
Year 12873 4
Year 1654 6
Year 1925 10
Year 1%26 i5
Year 1987 23
Year 1535 40

We also beilsve tLat there i< always a rooz for imgrovemsnt and this is

at wWe keep trying tu do tn a positive and constructive spirit.
coréingly, w: will try tc respond to tke Draft Report of the Non-Federal
dit of the YN A/Lebanson in the foilowing pages.

~
03}
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1.2

1.3

4.1

4.2

v
*t3

t o

{2 Pylac Awd ctrati{ive reg: 4 -
Managem2rt 13 asse3sing  the possibility of establiskizng ar
adzinlistirative manual cov—ring reguilations and prarcdurcs in the
light of the expected perzanent activities of the society. The
reguiremsznts by AID 1In respact of {financlal maragzment are
espeuia;*y spelied out in AID letter to YMCA dated July 15, 19s57.
We implemented these recuirezents in full.
- Cost Asocguniipg Systam
W2 refer to AID letter of July 15, 1987 wiich requires a “"ssparate
direct/indirect cost date it order to erabie AID to determine the
gotual overkesd rate",
Diczllowa%le Cos<s
Refer to 4.2
Eiat Fez: apd Pecomrmeniad Rates
he recomzended azsuuts to be refurnded are subject to confirrstion
from US.AIT legal counsultant. Ultimately management fees are
cenzidered flat aznd not provisicnal and  our legzal consultant is

| e
o - ~J
Ve should like to impress the fact that th: basis for negaclating a
fair rate should taxe into consideratfct the growth anl present
size of YKCA which waz mainly brought abcut by the AID programs.

o
The test of certalr evidential matters related to ike program
disbursementz  through phvsica! exarination, observation ani
inspectior 1= etill valid due to the ccutinuity of programs {r all
their aspzcts. Sight visits were conducted by the auditors and
other external audit procedures were carried out as well. Ve are
surprisezd with this scope 1ligitation qualification.

- Attachnhnt 1 "Schedule” paragraph 4 "Authcrized Geograpkic Code”
states the following:

" The authorized geographic code for procuremsnt of goods and
services under thie grant ic AID Geographic Code 935 (Fres Vorid)
and cooperating country (Lebanon)®.

- AID Handbook 13- 4C-15 defines Code 935 as: "Any area or country
in the Free Vorld, including the cooperating country itself®. It
also allowed for the procurement of goods and services from other
than U.S. sources provided adzguate justification is presented by
the grantee. In the cas:z of YKCA such Jjustification (if one is to
assum:z that procurement from Lebanon is disallowsd on the grounds

that the gource of goods is not specified)
vl /3



4.3

8.1

6.2

8.3

1.1

15 expllcitly =pelled cut in the terms of ths grant agreemsnt under
paragraph "C.3" wiich provided for an amcunt of USt. 450,000 (15%)
as a cash advance "due to the emergency nature of the program ...".
Emsrgency procurerents are aliowed under handbook procedures,
Consequently siressing on the production source of the goods
procured and disclaizing “an opirion on the costs of thk: two
projects taxen as & whole..."{s, in our opinion totally
unjustified. We rezind  the auditor furthkermaore, that ail

ive !u Beirut,

prouu"em;:fs are beliny inspzoted by AID Represantat
: 'v-L

they have &l evidenced by the fact tlat
amdunts to the
been disalleow

Direct Frocurepent’ only have

Avsence of a Cost Accoupting
Refer to 1.1
Justified.

Eence qualification is mnot

Ricallowsble Cost:
Orce the princi ted on the basis

t
goads, procured {n

Accoyptins apd Record:

tandard Provisions 6, 7 and & (requiring that grantee sets up
accounting system providing for the allocation of indirect costs)
has bzen superseded by AID letter of July 1%, 1227 which states
that direct/indirect cost data only is to be provided in order to
ecatle AID to determine actual overhead rate.

courerent f Gnad=
Procurecent of goods is allowsd fror other scurces as {s ampiified
earlier. Wcepever possible certain goods procured in 1658 are from
"Special Free Vorld".

hanocs: Doy 4+ =
Fart of tke persoonel are working with tke association on a part
time basis. Thelr reamunerations are subject to taxation at &%, and
not subject to B350 regulations. This part-time pay 1s to be
deulared to the tax authorities in 1%8S. Fiscal stamps have not
always been available i{n the market due to the kaown circumstances
in Lebanon.

. - R = i
If grants are to continue indefinitely, tlen manuals are justified
i{f temporary in nature then directives and circulars are adequate,

also refer to 1.1
o /4


http:unjustifi.71

11.3

12.4.1

Overbeads aliocatior should be

Th= 100% examination o0f YVCA's books in 1937 has not
revealied any duplicatiorn of pavmerts. In 16238
recormendaticon: are taxsn into considaration.

Corr=estpesz of {pvoice:

Invoices are usvally checked and errorz are corrected by

returning ortginal {nvoices to the supplierz, in order to.
make adjustments by issuing new {nvoices. The arithmeticai

errors und=r one 1iavoics, indicate that tLe azount

s2ttled, {s less than the indicated.

The dis:zounted difference Wa s not mentioned

on the ipvoice. The supplier has furnished us with a receipt

of all amcunts due for clarificatior.

dzproval of Paymert Vouchers

7 prograxz director Dbas initiailed documents before
Approval on paym2nts is covered by the co-
e of efther +two exacutive committee members or one
& m2rbar jolntly with the general executive.

Mmoo n

chers of programs are in 3 different forms

The raymert vouche

(for VTP, Relief and YXTA) and are to be charged directly to

thelr related projects as mentioned on the top of the form.
A+ M alariac Frpnuycaz)

Tbe assoclation is paying its staf! an additional salary
(bonus) by year end, over and above their monthly salaries
and those benefits are for regular registered ezployecs and
pari-timers, and charged to “"Manazement Services and
Consultancy".

The YMCA Gereral Executive is belng paid on monthly basis
which is charged under salaries whereas the extra
compensation in Dollars s charged under ®Xanagement
Services and Consultancy®.

The management 1s of the opinion that these extra
compensations have been allocated under existing
circumstances and due to the devaluation of the Lebanese
currency against forelgn currenciles

!
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13.4.

[\)]

13.4.3

12.4.5

-5~

The extra campensations are pot declared to tie local tax
authority and social security becauss of their teeporary
rature and b=zcause of their material effect on the financial
situation ard the liability to the association agzinst tke
indeanities and taxation

(The Gereral Executive calary was LL. 6,000.- in 197% whick
wa: esuivalent to US¢. 1,765 . Hic salary today, after nine
years including all benmefits 1s: US3. 1,830.-

¥e fully agres to your recommeandations especially that the
board has been studying thic matter for sometime and the
executive commitiee decision of 17.10.1938 adopted your
recommendaticns to be effected immediately.

Exzcuting this decision will refiect the following :

The average montkly salary: U3%. 1,500.-

Feriod of service: 26 years

¥ivimum allowable period in relation

10 the exczptlion cf the grant: 1C yesrs (cince 1879

TLhe amcunt of indemnity due by the associatiosn:

1,500 & x 26 = 39,000 §

¥inimur allowable {ndemnity charged over projects is

therefore: 1,500 8 x 10 = 15,000 s,
to be effected {mmediately.

Adttendznre Zecord
The aszoclation has established attendance records and tipe
skests in 1938.

- -

- a Ll - Yok i aAree— v
The association is in the process of signing contracts with
the part-timers exployees in light of clarification by the
legal advisor of the YXCA.

Personnel department started to up-date personnel files Zor
ail employees.

Incoxe Tax on Zalaries
Taxes are withheld from all regular registered employees
except for the General Executive salary whose taxes are

paid directly by the association as per board decision.

-y



16.3

13.4.6

14.5.3

14.5.5

r +

16.E.1

Payroil reczeipts signed and approved will be affixed by
fiscal stamzsz, oace available.

Bapk Reconcfiistiors

Bank reconciliations for ‘“specific projects - banks
accounts" are prepared on timely basis before preserntation
of the federal caskt report related to VTP and Relief
projects by the end of each montk. The other bank acccunts
are properly reconciied at year end.

G
The only transactions whick took place were related to the
following: participaecnts in the VIF were bzing charged a very
nominal fee to have them appreciate these courses. This
nominal fee was deposited in the VIP Bank Account until the
US.AID Accountant notified us that this amount should not be
added to tre bank account or to tte project budset arnd thus
we cetiled it accordingly. The said account wa: also used
for tke transaction of Health Education which was another
s

projecc.

Bapk Ioierest
Interest earned from bank are registered in the books of
accounts as rececmmsnded.

Mee of Checks Paid

The reccmmsnded copies of checks paid, ts to be adopted ence
approvad by the bzard of directors. This is extremaly costiy
and aprroval of AID an allowable charge is to be taken.

Expenzs Rezorts

People ntertained and purpose of the expenses, are
indicated on the wvouchers during 1983. Anyway a board
resoivtion to that effect will cover such expenses.

‘ -5 D
Refer to findings we note the following:

D
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Inv.Ref.

PVGO2
Sec. 102

FV 1

Sec.1/87 Xoze

dated numbe- correc- over  made In  bear add- supzl. stazds
red tion lining name 0of ress of pame affixed
YXCZ emd.supriier stazp
Yes Yez Lcae none none Yes Yes Yes
s
Yez  ncoe LonE none2 Yesz Yez Yes

8 The voucher referred to {s a numbered delivery order and not

an iwvcice, aud irregularities ctlated are true only for th=

d=livery order axud not the Invcice.

The orly Invoices pald are those whick me=t the 1e7al recuirecsnts

ard irc cozpliance wi ifcle 1% of the G5tandard Provizions
(

Appendix 40

P n
-
Jol n of order of preiference, the gcoods oz
services were not available f ! r

ror US. sources, or'. refe

16.B.2 ig} f Goed
As reconnznded the association has a
Article 150 of the Stendard Frovislon: - Arpendix 4D -
Geographic sources. Refer to 4

16.B.3

A

During 1928, Charts of tools and materials are being
applied to seszsions in ordsr to exercize control over the
non distributablie group toois. The charts indicate the
different tocis and materfalc available and their trancfer
amsng sesslons. They also used avaiiabie tools and materials
procured to prevent durviication.

Yoreover, a separate statement is filed which includes the
group and individual tools transferred from closed sessiorns,
quantities procured, non distributed group tools, all of

which are approved and checked by the program officers.
... /8



17.Clb

17.C::

17.Clad

7.Clg

Qrigip=l of Tpvolvce Lo 3lways avaisshle (n five:

0f ail the cprocuremesrts, it €35 harpern:zd that ons fnvolce
reiating to the Charity Assocfation for women {s missing
under FVC Fo. 24 for procurement of medicinss. This PVO did
senl the originzl {nvcice in the norma! procedure, cocabow
it got lost on the way to our offfces. The supplier agreed

Py whicl waz stampzd acrd duly siaaed to
4
'S

e a
supplemernt the original.

T grmf me = 2. Ll
ILvoioes L vzl

e~ s v

1
dale of UZ. ATL Aporav
L oy one lnvolce oniy related to the Red

This is reprezzntel

Cross. In this particular cas+ this grant was meant to Lelp

support the cugoing genzral Re=d Cross operation and 1t was

checkel and orally approved by US. AID Director, especialiy

Wheh refZecbering that the aszistance to rFv0: was ofien a

participation ir whatever reilef eflorts thesy were carrying

or, walck pay fall betwsern the date 0f the resuest and the

date ©f tle aiirovai.  Suih o procelores  are  sozetimes

Couduzted under certain clircum:tances.

date oI oinvoices alterel

The cates altered arz for two PVO: because of the difficulty

in ottaining Lew invoices Alterrative procedure were
; lementation by recelvinpz a list of

~ .

Ty e

whil
—p

TLic ¢

e2lating to invoice vader PVO 10% waz not
mentioned. A receipt froz supdlier was required to
ascertaln the coilection by check, (herein a copy is
attached).

[ waye ~al]llad
Yonthly reports for relief submitted to AID, includes Direct
Procurement reference with all related invoices which are
cancelied actuaily with the proper starc:c.

... /9


http:assistan.ce
http:ha::et.eI

ey i a2 ¢ + 4y - R «a
dizsritotion orior 4o 4ve cunotd er's fcve
+ >

3
5 procturel under Direct “rocu

ools T exent and di ibut
the associetion, could be received prior to the suppller's
invoice which is compared with the storekesper records.

5 for discusziop uynder Schedule & Extra Froviciop LL. 3.400.000

[
2
<]

-r

The adiitional provision for staff
r

) as
prov idei to cover indenmnitie: payatl reiular registered empioyees, LpOD
Separation and after tercinaticn of sp=cific prosfranz. Ve are glvzys  in
line with local laws and practice.

Alditional provisions msy be reguire! to fully cover all coitinyencies irn
this respzct ( list and applicatior of provisions iz being approved,.

Li. 300,000 and LI 1,482, 000
aid to cover expen =3 ipcurred by the executive
i-Khoury.

Irapsport and Regresentation
Th2ze reprezent allowaances pe
comaittee member, Mr. Sacap E

™~
\35:3
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ATINOF:

SUBJECT!:

TO:!

Annex 2

UNITED STATES GOVERNMENT

memorandum

Y,
Douglas Robertson, RLA 4///(14,,)

YMCA/LEBANON Grant No. 268.0318-G-00-1004-06

Frederick E. Machmer, Jr.
A.1.D. Representitive

You have asked whether the provision in the subject Grant,
which provides for a management fee to be pald instead of
overhead can be dissallowed and recomputed as overhead expense.

The Attachment No. 1, Program Description, to the Grant
Agreement signed May 18, 1988 at Article F. Budget, provides a
line item entitled "Administration”. From this line item the
parties agreed that the YMCA would be paid a management fee.
Article H of said Program Description provides as follows: “"No
overhead costs are to be charged hereunder. " It appears that
the parties agreed that the management fee would be paid in
lieu of overhead.

In Amendment No. 6 to the subject Grant signed September 15,
1987 Article H of the Program Description was deleted and the
following language was fnserted therefor: "Overhead costs will
be computed at negotiated provisional rate of 7% in lieu of
administrative charge." This amendment did away with the
management fee subsequent to the amendment date, but there is
no indication that the new overhead provision was to have any
retroactive effect.

Unless the parties had agreed otherwise in a document that I
have not seen for the period May 18, 1981 through September
14, 1987, the payment of a management fee out of the
Administration line item was proper, and unless it can be
established that said fee was excessive to that agreed upon by
the parties it must stand.

cc: Richard THABET
RIG - USAID
Nairobi

Riad A. Mansour
PEAT Marwick
c/o USAID, Lebanon

OPTIONAL FORM NO. 10
(REV, 1-80)

GSAFPMR (A1CFR)101-11.0
8010114
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American Ambassador to Yemen

Director, YMCA, Beirut
ANE/AA
AFR/MENA
ANE/DP
AA/XA
XA/PR

LEG

GC

AA/M
AA/PFM
SAM/S&T
PPC/CDIE
M/SER/MC
M/SER/EOMS
FVA/PVC

Director Office of Procurement
Controller, Office of Financial Management

IG
DIG
IG/PPO
IG/LC
IG/ADM/C&R
AIG/I
RIG/I/N
IG/PSA
RIG/A/C
RIG/A/D
RIG/A/M
RIG/A/S
RIG/A/T
RIG/A/W
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