PO -AKRE -0 19

Regional Inspecfur General for Audit
Cairo, Egypt

Audit of Integrated Development Consuitant’s
Fiscal Year 1989 & 1990 Direct and Indirect Costs

Report No. 6-263-92-15-N
April 9, 1992

J

*Washington

J,
L0 ——— y
,;: e, Dakan
% .




Ent

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

April 9, 1992

MEMORANDUM FOR D/USAID/E;apt, Henry H. Bassford
FROM $ RIG/A/C, Philip . Darcy

SUBJECT: Audit of Integrated Development Consultant’s Fiscal
Year 1989 & 1990 Direct and Indirect Costs

The attached report dated February 6, 1992 by Price Waterhouse
presents the results of a financial audit of Integrated Development
Consultant’s (IDC’s) costs incurred on USAID/Egypt-financed
flexibly priced agreements. IDC provides development planning and
management consulting services including project design and
organization, evaluations, financial econonmic planning and project
implementation assistance.

We engaged Price Waterhouse to perform a financial audit of IDC’s
expenditures totaling $460,303 for the period January 1, 1989 to
December 31, 1990. The purpose of the audit was to evaluate the
propriety of costs incurred during this period. In performing the
audit, Price Waterhouse evaluated IDC’s internal controls and
compliance with applicable laws, regulations and agreement terms as
necessary in forming an opinion regarding the Fund Accountability
Statements. The auditors also determined the actual indirect cost
rates for fiscal years 1989 and 1990.

Price Waterhouse questioned $1,183 and $18,006 of IDC’s claimed
direct and indirect costs, respectively. Questioned direct costs
include billings in excess of incurred costs and unsupported costs.
Indirect questioned costs include direct labor charged as indirect,
food and beverages and costs lacking adequate supporting
documentation. Price Waterhouse also noted weaknesses in IDC’S
accounting system and internal controls such as the absence of cash
receipt and disbursement journals and failure to perform cash
reconciliations. Finally, Price Waterhouse noted no instances of
material noncompliance with applicable laws, regulations or
agreement terms.

U.S. Mailing Adress # 106, Kasr El Aini St.
USAID-RIG/A/C Unit 64902 Tel. Country Code (202) Cairo Center Building
APO AE 09839-4902 357-3909 Garden City, Egypt
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During subsequent discussions with IDC management, it czme to our
attention that IDC was renting its offices from an individual
related to an IDC partner. This arrangement falls within the scope
of FAR 31.205-36(b) (3) which defines allowable related party rental
costs as incurred costs "...to the extent that they do not exceed
the normal costs of ownership, such as depreciation, taxes,
insurance..."

IDC management did not agree with the questioned costs or internal
control findings. Management provided clarification and additional
documentation, but did not furnish additional evidence which
persuaded Price Waterhouse to change their findings.

Recommendation No. 1.1: We recommend that USAID/Egypt
require IDC to analyze its office rental costs for compliance
with FAR 31.205-36(b) (3) and that USAID/Egypt evaluate this
analysis for adequacy.

This recommendation will be included in the Inspector General’s
audit recommendation follow-up system. This recommendation can be
resolved when the Mission provides our office a copy of its request
that IDC analyze its office rental costs. The recommendation can
be closed when we have assessed IDC'’s response and USAID/Egypt’s
follow-up for adequacy.

Recommendation No. 2.1: We recommend that USAID/Egypt
resolve the reported ineligible and unsupported indirect

costs, totaling $16,565 and $1,441 respectively.

Recommendation No. 2.2: We recommend that USAID/Egypt
determine IDC’s final indirect rates for Fiscal Years 1989
and 1990 based on analysis of IDC’s office rental costs and
the resolution of indirect costs questioned in the audit
report.

Reco dation No. 2.3: We recommend that USAID/Egypt
resolve ineligible costs and fee of $378 which were charged
by IDC to the Industrial Estates Project.

These recommendations will be included in the Inspector General'’s
audit recommendation follow-up system. Until we are advised of
USAID/Egypt’s determination regarding the questioned costs and
indirect rates, Recommendations No. 2.1, 2.2 and 2.3 are considered
unresolved. Recommendations No. 2.1 and 2.2 can be resolved and
closed when we receive the Mission’s final determination as to the
amounts sustained or not sustained and the final indirect rates so
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determined. Recommendation No. 3 can be closed when any amounts
determined to be owed to A.I.D. are paid by IDC.

Recommendation No. 3: We recommend that USAID/Egypt
require IDC’s to address the internal control weaknesses
noted in the audit report.

This recommendation will be included in the Inspector General’s
audit recommendation follow-up system. This recommendation can be
resolved when the Mission provides our office a copy of its request
that 1IDC address its internal control weaknesses. The
recommendation can be closed when we have assessed IDC’s response
and USAID/Egypt’s follow-up for adequacy.

Please advise this office within 30 days of any actions planned or
taken to close the recommendations. We appreciate the courtesies
extended to the staff of Price Waterhouse and to our office.
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February 6, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/cCairo
United States Agency for

International Development

Dear Mr. Darcy:

This report presents the results of our financial audit
of direct and indirect expenditures of Integrated
Development Consultants (IDC) for the two-years ending
December 31, 1990. The audit covered all direct and
indirect expenditures incurred in Egypt for flexibly-
priced contracts with USAID and flexibly-priced
subcontracts with USAID-financed contractors.

Background

IDC was established in 1986 and provides development
planning and management consulting services in both
private and public development activities technical
assistance, financial and economic planning, evaluation,
and project implementation.

IDC has one USAID-financed flexibly-priced contract and
two flexibly-priced subcontracts with USAID-financed
contractors.



AU J VES A SCOPE

The objective of this engagement was to perform a direct and
indirect financial cost-incurred audit of USAID funds provided
to IDC pursuant to all flexibly-priced contracts with USAID
and all flexibly-priced subcontracts with USAID-financed
contractors.

The audit encompassed all local expenditures for the two-year
period from January 1, 1989 through December 31, 1990.
Specific objectives were to determine whether:

1. the fund accountability statement presents fairly, in all
material respects, project revenues and costs incurred
and reimbursed for these agreements in conformity with
the applicable accounting principles;

2. the costs reported as incurred under the agreements are
in fact allowable, allocable, and reasonable in
accordance with the terms of the agreements, A.I.D,
Handbock 14, and the Federal Acquisition Regulations
(FAR) 31.2, where applicable;

3. the internal controls, accounting systems and management
practices of IDC are adequate for USAID/Egypt agreements;

4. IDC is in compliance with the terms of the various
agreements (including standard agreement provisions)
which may have affected the costs incurred under these
agreements; and

5. provisional rates have been used by IDC for the two-years
ending December 31, 1990 and, if so, determine the actual
indirect cost rates incurred for that period.

Preliminary planning and review procedures were started in

November, 1991 and consisted of discussions with Regional

Inspector General for Audit/Cairo (RIG/A/C) personnel, IDC

officials and a review of the applicable flexibly-priced

contracts. Fieldwork commenced in December, 1991 and was
-2 -



completed in February, 1992.

The scope of our work was all flexibly-priced contracts with
USAID and all flexibly-priced subcontracts with USAID financed
contractors. Within each contract/subcontract we selected
disbursements for testing on a judgemental basis to test a
majority of locally incurred costs. We tested local
expenditures incurred in LE of 1,169,301 ($ 353,263 at
aprlicable exchange rates) out of total expenditures of
1,523,602 ($ 460,303 at applicable exchange rates). The
contracts/subcontracts tested were as follows.

Subcontracts

Chemonics International Consulting Division {Chemonics)

Chemonics contracted with IDC for assistance in achieving
the objectives of the Local Development II Provincial
Project. 1IDC provides professional staff and technical

assistance.

DAC International Inc. (DAC) DAC contracted with IDC to

provide technical assistance to the Ministry of Local
Government for the Local Development II Amana Project.

Direct Contract

The purpose of Contract Number 263-0101-C-00-9057
(Industrial Estates Project (IEP))] is to assist in
developing a model industrial cluster which maximizes the
use of private financial and technical resources (Project
Number 263-0101).

Both subcontracts and the direct contract provide for
reimbursement of direct and indirect costs. The indirect costs
were reimbursed to IDC through use of a provisional overhead
rate.

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



1. Reconciling IDC’s accounting records to invoices issued
to USAID, and testing of direct and indirect costs for
allowability, allocability, reasonableness, and
appropriate support;

2. Determining that personnel costs were appropriate and
conformed with the terms of the contract/subcontracts and
relevant requlations;

3. Determining that travel and transportation charges were
adequately supported and approved;

4. Establishing the adequacy of IDC’s control over funds
including a review of nhank accounts and controls on those

accounts; and

5. Ascertaining that income and reimbursements were properly

recorded.

Except as discussed in the next paragraph, we conducted our
audit in accordance with generally accepted auditing standards
and the financial audit requirements of 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 and indirect cost rate schedules are
free of material misstatement.

We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph 46 of
Chapter 3 of Government Auditing Standards since 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 participate in
the Price Waterhouse worldwide internal quality control
program which requires the Price Waterhouse Cairo office to be
subjected, every three years, to an extensive quality control

review by partners and managers -from other Price Waterhouse

offices.
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As part of our examination we made a study and evaluation of
relevant internal controls and reviewed IDC’s compliance with
applicable laws and regulations.

Results o udit

Fund accountability statement and indirect cost rate
schedules:

Our examination identified $ 12,282 in additional costs that
are available for recovery by IDC.

Internal control structure:

We recommended that IDC develop an accounting system which
meets U.S. Government Standards, develop bank control
procedures, maintain cash journals and improve time and
attendance record keeping.

Compliance with contract terms and applicable laws and
regulations:

No material items of noncompliance were noted.

Management Comments

IDC’s comments further clarify the questioned costs as noted
in our report. As an example, they offer internally generated
documents as support for the questioned costs, but did not or
were unable to provide third party documentation.
Notwithstanding these comments our position on the questioned
costs remains unchanged.

It should be noted that fringe benefits have been excluded
from the direct cost base and included in the indirect cost
pool. This change occurred based on discussions with RIG/A/C
personnel and IDC management and has been reflected in our
final report.
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This report is intended solely for use by the United states

Agency for International Development and may not be suitable
for any other purpose.
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REPORT OF INDEPENDENT ACCOUNTANTS

February 6, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/Cairo
United States Agency for

International Development

We have audited the accompanying fund accountability
statement and indirect cost rate schedules of Integrated
Development Consultants (IDC) for the two-years ending
December 31, 1990 relating to local direc; and indirect
expenditures incurred in Egypt for all flexibily-priced
contracts with USAID and flexibly-priced subcontracts
with USAID-financed contractors. These financial
statements are the responsibility of IDC’s management.
Our responsibility is to express an opinion on these
financi:l statements based on our audit.

Except as discussed in the next paragraph we conducted
our audit in accordance with generally accepted auditing
standards and the financial audit requirements of
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 statements are free of
material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and
disclosures in the statements. An audit also includes
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assessing the accounting principles used and significant
estimates made by management, as well as evaluating the
overall financial statement presentation. We believa
that our audit provides a reasonable basis for our
opinion.

We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph
46 of Chapter 3 of Government Auditina Standards since no
such quality control review program is offered by
professional organizations in Eqgypt. We believe that the
effect of this departure from the financial audit
requirements of Government Auditing Standards is not
material because we participate in the Price Waterhouse
worldwide internal quality control program which requires
the Price Waterhouse Cairo office to be subjected, every
three years, to an extensive quality control review by
partners and managers from other Price Waterhouse

offices.

As described in Note 3, the accompanying financial
statements have been prepared on the basis of cash
disbursements. Consequently, expenditures are recognized
when paid rather than when the obligation is incurred.
Accordingly, the accompanying financial statements are
not intended to present results in accordance with
accounting principles generally accepted in the United
States of America.



O

Included in the 1989 and 1990 indirect cost rate
schedules are questioned costs of $ 1,210 and $ 16,096,
respectively. Additionally, the fund accountability
statement is understated by $ 12,282 in additional costs
that are available for recovery from USAID. The basis
for these questioned costs is more fully described in the
"Fund Accountability Statement - Audit Findings" and
"Indirect Cost Rate Schedules - Audit Findings" section
of this report.

In our opinion, except for the effects of the questioned
costs as discussed in the preceding paragraph, the
financial statements referred to above present fairly, in
all material respects, locally incurred exﬁenditures for
all flexibly-priced contracts with USAID and all
flexibly-priced subcontracts with USAID-financed
contractors for the two vears ending December 31, 1990 in
conformity with the basis of accounting described
in Note 3.
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INTEGRATED DEVELOPMENT CONSULTANTS
FUND ACCOUNTABIUTY STATEMENT
FOR THE TWO-YEARS ENDING
DECEMBER 31, 1990

Fund Accountability QUESTIONED COSTS AUDIT
Statement ADJUSTMENTS INELIGIBLE UNSUPPORTED FINDINGS
Description (NOTE 2) (NOTE 49) (NOTE 5) (NOTE 5) REFERENCE
REVENUE
CHEMONICS $330.633 $10,984 ($8.339) Finding A, Page 16
DAC 138,589 (16,497) (4.517) $196 Finding A, Page 16
IEP 19,481 378 Finding A, Page 16
TOTAL REVENUE $488,703 ($5.513) {$12.478) $196
EXPENDITURES B
*PAYROLL
CHEMONICS $222,893 $127 Finding B. Page 17
DAC 78,188
IEP 10,018
*FIELD COST
DAC 28,503 860 $196 Finding C, Page 17
IEP 442
*OTHER DIRECT COST
IEP 768
*OVERHEAD
CHEMONICS 77,732 (7.107) Finding D, Page 17
DAC 37,828 (6,428) Finding D. Page 17
IEP 5,931 205 Finding D. Page 17
TOTAL EXPENDITURE 460,303 (12,343) 196
NET INCOME $28,400 {$5,513) ($135 -

See accompanying notes to the financial statements.
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Description

SALARIES

FRINGE BENEFITS

RENT

STATIONARY
MAINTENANCE & REPAIRS
TELECOMMUNICATION
OFFICE HOSPITALITY
CLEANING UTILITIES
TRANSPORTATION EXPENSE
ELECTRICITY & GAS
LIFE INSURANCE
INTERNATIONAL TRAVEL
COHPUTER SUPPLIES
BANK CHARGES
CONSULTING SERVICES
CEPRECIATION

TOTAL

Adjustment to Direct Cost Base

INTEGRATED DEVELOPMENT CONSULTANTS

INDIRECT COST RATE SCHEDULE

FOR THE YEAR ENDED 1989

Indirect cost rate calculation:

Questioned Costs Direct Indirect
Cost Cost
Expenses Ineligible Unsupported Base Pool
(Note 2) (Note 5) (Note 5) (Note 6) (Note 7)
s 162,114 $ 254 s 125,922 s 35,938
23,399 23,399
2,900 2,900
3,296 3,296
932 932
1,616 1,616
1,656 1,656 0
272 272
1,223 1,223
503 503
158 158
1,537 1,537
716 716
296 296
1,511 1,511
3,103 3,103
s 205,232 s 1,910 } 125,922 s 77,400
254
3 126,176
s 77,400
------------ 61.34%
126,176

See accompanying notes to the financial statements
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Finding 1, Page 18

Finding 2, Page 18

Finding 1, Page 18



INTEGRATED DEVELOPMENT CONSULTANTS
INDIRECT COSY RATE SCHEDULE

tor The Year kEnded Decenber 1990

Audit
Findings
Reference

Finding 4

Finding 6

’

.

Page

Page

Page

18

436 Finding 5, Page 19
)

19

Direct Indirect
Questioned Costs Cost Cost
Expenses Ineligible Unsupported Base Pool
Description (Note 2) (Note 5) (Note 5) (Note 6) (Note 7)
RENT $2,900 $2,900
SALARIES 238,665 $13,219 $175,485 49,961
FRINGE BENEFITS 28,211 28,211
STATIONARY 4,468 4,468
MAINTENANCE & REPAIRS 70 70
TELEPHONE & TELEX 3,942 3,942
OFFICE HOSPITALITY 1,436 1,436 0
CLEANING EXPENSE 313 313
TRANSPORTATION EXPENSE 2,422 2,622
BANK CHARGES 445 9
ELECTRICITY & GAS 745 74
ELECTRIC UTILITIES 144 144
INSURANCE DOCUMENTS 167 167
TRAVEL EXPENSE 2,897 1,432 1,465
COMPUTER SUPPLIES 1,064 1,064
ACCOUNTING FEES 604 604
TRANSLATION EXPENSE 98 98
ADVERTISING & COMM. 809 809
DEPRECIATION 4,074 4,074
TOTAL $293,474 $14,655 $1,441 $175,485 $101,893
Adjustments to Direct Cost Base $13,219
$188,704
Indirect cost rate calculation: 101,893
-------------- 54.00%
188,704

See accompanying notes to the financial statements.
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INTEGRATED DEVELOPMENT CONSULTANTS

FUND ACCOUNTABILITY STATEMENT AND
INDIRECT COST RATE SCHEDULES

DECEMBER 31, 1990
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - BASIS OF PRESENTATION:

The fund accountability statement and indirect cost rate
schedules include all flexibly-priced contracts with USAID and
flexibly~-priced subcontracts with USAID-financed contractors
and include both direct and indirect cost expenditures.

NOTE 2 - SOURCE OF DATA:

The column, labeled "Fund Accountability Statement" and
"Expenses" are the responsibility of Integrated Development
Consultants (IDC). The fund accountability statement column
represents the cumulative charges billed and reimbursed by
USAID for all flexibly-priced contracts and subcontracts for
the two years ending December 31, 1990. The expense column
represents cumulative amounts from IDC’s cost proposal and
general ledger.

NOTE 3 - BASIS OF ACCOUNTING:

The fund accountability statement and indirect cost rate
schedules have been prepared on the basis of cash
disbursements. Consequently, expenditures are recognized when
paid rather than when the obligation is incurred.

-13=-



NOTE 4 - ADJUSTMENTS:

Adjustments represent differences between the fund
accountability statement and IDC billings and reimbursements.

NOTE 5 - QUESTIONED COSTS:

Questioned costs are presented in two separate categories -
ineligible and unsupported costs - and consist of audit
findings proposed on the basis of the terms of the contract
and subcontracts, the cost principles set forth in USAID
Handbook 14 and Federal Acquisition Regulation 31.2 which
prescribe the nature and treatment of reimbursable costs not
specifically defined in the contracts and subcontracts. Costs
in the column labeled "Ineligible" are supported by vouchers
or other documentation but are ineligible for reimbursement
because they are not program related, are unreasonable, or
prohibited by the contract/subcontracts or applicable laws and
regulations. Costs in the column labeled "Unsupported" are
also formally included in the classification of "questioned
costs" and relate to costs that are not supported with
adequate documentation or did not have the required prior
approvals or authorizations. Bracketed gquestioned costs
represent additional amounts that are available for invoicing
to USAID based on our audit. All questioned costs are
detailed in the Fund Accountability Statement - Audit
Findings" and "Indirect Cost Rate Schedule - Audit Findings"
section of this report.

NOTE 6 - DIRECT COST BASE

The direct cost base consists of total IDC direct project
payroll and represents the allocation base by which the
indirect cost pool is divided by to arrive at the indirect
cost rate.

-14~-



NO 7 - INDIRECT COST POOL

The indirect cost pool consists of IDC company-wide indirect
expenses including USAID and non-USAID work, expressed in the

first column, net of questioned costs and the direct cost
base.

-15-



INTEGRATED DEVELOPMENT CONSULTANTS

FUND ACCOUNTABILITY STATEMENT
AUDIT FINDINGS

FOR THE TWO-YEARS ENDING
DECEMBER 31, 1990

Our audit procedures identified the following invoiced costs
that are ineligible or not supported:

Questioned Costs
Ineligible Unsupported

(Note 5) (Note 5)
A. REVENUE
Recalculation of revenue and
fixed fee due to the effect
of questioned costs:
Chemonics $ (8,339) -
DAC (4,517) $ 196
IEP 378 -
S ‘12‘478} $ 196

Revenue and fixed fee was recalculated in accordance with the
contract and subcontracts including the effects of the questioned
costs as discussed in findings B through D below. Using the
audited 1989 and 1990 questioned costs, we compared IDC’s
previously invoiced fixed fees to reimbursable amounts net of the
questioned costs. The difference between these amounts by contract
and subcontract are detailed in Appendix C.

-16-



B.

D.

Questioned Costs
Ineligible Unsupported

(Note 5) (Note 5)
PAYROLL
Chemonics short-term staff
were paid in excess of time
worked. $ 127 -
FIELD COST
Field cost expenditures
which do not comply with
regulations or were not
adequately supported. They
are in detail:
Per diems incurred in
1991, but charged prior
thereto 860 -

Unsupported per diem

comprised of $ 149 incurred in

Fayoum and $ 47 billed in excess

of support. - $ 196

OVERHEAD

Overhead is recalculated in accordance with the contract and
subcontracts including the effects of questioned costs as
detailed above. Using the 1989 and 1990 audited overhead
rates, we compared the results to the amounts previously
reimbursed to IDC by use of the provisional subcontract and
contract overhead rates. The difference between applying the
actual and provisional rates by contract and subcontract
resulted in the questioned costs appearing on the fund
accountability statement. The calculation to arrive at

these questioned costs are detailed in Appendix D.
- 17 -



INTEGRATED DEVELOPMENT CONSULTANTS

INDIRECT COST RATE SCHEDULES
AUDIT FINDINGS

FOR THE TWO-YEARS ENDING
DECEMBER 31, 1990

Our audit procedures identified the following costs included in the 1989
indirect cost pool that are ineligible or not supported:

Questioned Costs

Ineligible Unsupported
1. Direct project salaries should
be reallocated from the
indirect cost pool to the
direct cost base. $254 -
2. Food and beverage costs are not
allowable per FAR 31.205-13. 1,656 -
Total questioned costs included
in 1989 indirect cost pool. $1,910 -

Our audit procedures identified the following costs included in the 1990
indirect cost pool that are ineligible or not supported:

Questioned Costs

Ineligible =  Unsupported
3. Direct project salaries should
be reallocated from the indirect
cost pool to the direct cost base. $ 13,219 -
4, Food and beverage costs are not
allowable costs per FAR 31.205-13. 1,436 -

- 18 -



Bank charges.
Accommodation charges for
business trips to Greece

and France

Total questioned costs included
in 1990 indirect cost pool

-19 -

Questioned Costs

Ineligible

$14,655

Unsupported

1,432

$1.841
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REPORT ON INTERNAL CONTROL STRUCTURE
REPORT OF INDEPENDENT ACCOUNTANTS

February 6, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/Cairo
United States Agency for

International Development

We have audited the fund accountability statement and
indirect cost rate schedules of Integrated Development
Consultants (IDC) for the two-years ending December 31,
1990 relating to direct and indirect expenditures
incurred in Eygpt for all flexibly-priced contracts with
USAID and flexibly-priced subcontracts with USAID -
financed contractors, and have issued our report thereon
dated February 6, 1992.

Except as discussed in the next paragraph, we conducted
our audit in accordance with generally accepted auditing
standards and the financial audit requirements of
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 statements are free of
material misstatement.
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We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph
46 of Chapter 3 of Government Auditing Standards since 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 participate in the Price Waterhouse
worldwide internal quality control program which requires
the Price Waterhouse Cairo Office to be subjected, every
three years, to an extensive quality control review by
partners and managers from other Price Waterhouse

offices.

In planning and performing our audit of IDC we considered
its internal control structure in order to determine our
auditing procedures for the purpose of expressing our
opinion on the fund accountability statement and indirect
cost rate schedules and not to provide assurance on the
internal control structure.

The management of IDC is responsible for establishing and
maintaining an internal control structure. In fulfilling
this responsibility, estimates and judgments by
management are required to assess the expected benefits
and related costs of internal control structure policies
and procedures. The objectives of an internal control
structure are to provide management with reasonable, but
not absolute, assurance that the assets are safeguarded
against loss from unauthorized use or disposition, and
that transactions are executed in accordance with
management’s authorization and recorded properly to
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permit the preparation of reliable financial reports and
to maintain accountability over the entity’s assets.
Because of inherent limitations in any internal control
structure, errors or irregularities may nevertheless
occur and not be detected. Also, projection of any
evaluation of the structure to future periods is subject
to the risk that procedures may become inadequate because
of changes in conditions or that the effectiveness of the
design and operation of policies and procedures may
deteriorate.

For the purpose of this report, we determined the
significant internal control structure policies and
procedures to be in the categories of cash management,
billing, general ledger operations, and payroll
operations. For these internal control structure
categories, we obtained an understanding of the design of
relevant policies and procedures and whether they have
been placed in operation, and we assessed control risk.

We noted matters involving the internal control structure
and its operation that we consider to be reportable
conditions under standards established by the American
Institute of Certified Public Accountants. Reportable
conditions involve matters coming to our attention
relating to significant deficiencies in the design or
operation of the internal control structure that, in our
judgement, could adversely affect the organization’s
ability to record, process, summarize, and report
financial data consistent with the assertions of
management in the fund accountability statement and
indirect cost rate schedules.
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REPORTABLE CONDITIONS

The IDC accounting system contains weaknesses related to

the processing of cash receipts and disbursements.

IDC employs a cash basis accounting system but does not
utilize a cash receipts or disbursements journal or any
formal cash bookeeping system. Consequently, we
encountered numerous difficulties in tracing from general
ledger entries to the supporting documentation.

As a result, auditing and accounting for IDC activity
required a labor-intensive manual exercise to account for
IDC’s transaction activity and to reconcile the
differences noted among bank statements, the general
ledger and billings to USAID.

Recommendation 1

IDC should maintain a cash receipts and disbursements
journal in which entries are sufficiently documented to
facilitate tracing to and from the general ledger revenue
and expense accounts.

X X % Kk k Kk K

Inadequate and incomplete bank reconciliations were
performed.’

Incomplete and irreqular bank reconciliations were
performed by IDC. During the period of January 1989 to
July 1990, IDC reconciled bank statement information
against the list of outstanding checks; no other
reconciliation procedures were performed. Subsequently,
a regular bank reconciliation was not performed.

=23~



Bank reconciliations, even when done by persons
independent of other cash functions, will not necessarily
disclose irregular transactions, but should limit the
opportunity to conceal them.

Recommendation 2:

Bank statement balances should be reconciled on a monthly
basis with general ledger balances.

Bank statements and canceled checks should be delivered
unopened directly to the employee responsible for
preparing reconciliations. Bank reconciliation procedures
may constitute a test or review of cash transactions if
they include the following procedures:

- Comparison of deposit amounts and dates with cash
receipt entries.

. Comparison of payee name, date and amount in canceled
checks with cash disbursement records.

. Comparison of endorsements on canceled checks to payees
as shown on the face of the check. (This may be done on
a test basis).

- Comparison of book balances used in reconciliation with
general ledger balances.

. Footing the cash books.
A responsible IDC official, who is independent of all

cash processing and recording activities, should review

and approve all completed reconciliations.
Xk k Kk k Kk ok
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The i10C accounting system contains weaknesses related to
YSAID~funded expenditures.

IDC does not utilize an appropriate accounting system to
track revenues and expenditures related to USAID
projects. In particular, we noted the following:

- An accounting procedures manual is not maintained that
would provide instruction on company policy and
procedures.

« A chart of accounts is not utilized to assist in
identification and classification of revenues and
expenses.

. Journal entries and account numbers are not utilized.

. General ledger account totals are not maintained.

- A fixed asset register is not maintained to provide
accountability of assets and to provide a basis for

recording depreciation expense.

+ An accountant is not employed in-house to supervise the
accounting systen.

As a result, auditing and accounting for IDC activity

required a labor-intensive manual exercise to compile and
analyze the transaction activity.

‘=25~



Recommendation 3

IDC should adopt an accounting system which meets U.S8.
government accounting standards.

Specifically the following goals or objectives should be
achieved:

. Proper segregation of duties
Proper supervision of accounting personnel.

. A general ledger system should be developed or
purchased to ensure that all transactions are properly
accumulated, classified and summarized in the accounts.

- A chart of accounts should be developed in sufficient
detail to allow accounting personnel to properly record
accounting data.

. Accounting transactions should be properly accumulated
and classified among account types and budget line
items.

. A complete and detailed accounting manual should be
developed detailing how to record, allocate, and obtain
approval for costs.

. An fixed asset register should be purchased or
developed in order to provide a detailed asset

inventory listing including asset location and cost.

* k k Kk Kk Kk K
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Weak controls exist in accounting for employee time and
attendance data.

Although time and attendance data are prepared on a
regular basis, we noted many instances where the data
were either not approved or could not be located.

Recommendation 4

IDC should adopt an employee time keeping system whereby
time and attendance data are properly reviewed and
approved.

Hours worked, overtime hours and other special benefits
(sick or annual leave) should be reviewed and approved by
the employee’s supervisor. Additionally, review and
approval of hours worked, overtime hours and other
special benefits should be performed by an individual who
has knowledge of the authority of the hours or other
basis for computing the employee’s compensation. Such
approval should be documented on the employee’s time
sheet before the pay is processed. The original time
sheet should be filed to provide support for billing to
USAID.

k k Kk Kk Kk &

A material weakness is a condition in which the design or
operation of the specific internal control structure
elements does not reduce to a relatively low level, the
risk that errors or irregularities in amounts that would
be material in relation to the fund accountability
statement and indirect cost rate schedules being audited
may occur and not be detected within a timely period by
employees in the normal course of performing their
assigned functions.
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Our consideration of the internal control structure would
not necessarily disclose all matters in the internal
control structure that might be reportable conditions and
accordingly, would not necessarily disclose all
reportable conditions that are also considered to be
material weaknesses as defined above. However, we
believe that the reportable conditions described above
are not material weaknesses.

This report is intended for the information of IDC’s
management and others within the organization and the
United States Agency for International Development. The
restriction is not intended to limit the distribution of
this report which is a matter of public record.

e cos walldicee—
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4, Road 261, TELEPHONE : 3520 123, 3530 837
FAX

New Maadi, . (02) 3530 915
Cairo, Egypt. TELEX : 20121 PW UN
23432 PW UN

TELEGRAPH : PRICEWATER

CAIRO C.R. 226786

Price Waterhouse ”

REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS

REPORT OF INDEPENDENT ACCOUNTANTS

February 6, 1992

Mr. Philippe Darcy
Regional Inspector General for Audit/cairo
United States Agency for

International Development

We have audited the fund accountability statement and the
indirect cost rate schedules of Integrated Development
Consultants (IDC) for the two-year period. ending December
31, 1990 relating to direct and indirect expenditures
incurred in Egypt for all flexibly-priced contracts with
USAID and flexibly-priced subcontracts with USAID-
financed contractors, and have issued our report thereon
dated February 6, 1992.

Except as discussed in the next paragraph, we conducted
our audit in accordance with generally accepted auditing
standards and the financial audit requirements of
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 statements are free of
material misstatement.

We did not have an external quality control review by an
unaffiliated audit organization as required by paragraph
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46 of Chapter 3 of Government Auditing Standards since 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 Auditin Standards is not
material because we participate in the Price Waterhouse
worldwide internal quality control Program which requires
the Price Waterhouse Cairo office to be subjected, every
three years, to an extensive quality control review by
partners and marigers from other Price Waterhouse

offices.

Compliance with laws, regulations, contracts,
subcontracts and binding policies and procedures
applicable to IDC jis the responsibility of IDC’s
management, As part of our audit we performed tests of
IDC’s compliance with certain provisions of laws,
requlations, contracts, subcontracts and'binding policies
and procedures. However, it should be noted that we
performed those tests of compliance as part of obtaining
reasonable assurance about whether the statements are
free of material misstatement; our objective was not to
pProvide an opinion on compliance with such provisions.

The result of our tests indicate that with respect to the
items tested IDC complied, in all material respects, with
the provisions referred to in the fourth paragraph of
this report. with respect to items not tested, nothing
came to our attention that caused us to believe that IDpC
had not complied, in all material respects, with those
provisions.

This report is intended for the information of IDC’s

management and others within the organization and the
United States Agency for International Development. The
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restriction is not intended to limit the distribution of
this report which is a matter of public record.

F"\«L. o W t‘x.CQ‘;\p.:A.—\_-—L,"\
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INTEGRATED DEVELOPMENT CONSULTANTS

Appendix A
Page 1 of 3

QUESTIONED COSTS DETAIL OF AMOUNTS INCURRED
IN EGYPTIAN POUNDS

FOR THE TWO YEARS ENDING
DECEMBER 31, 1990

Fund Accountability

Statement

Revenue and fixed fee as
recomputed due to the effect
of questioned costs:

Chemonics

DAC

IEP

Chemonics short-term staff
were paid in excess
of time worked.

DAC field cost expenditures
which do not comply with
regulations or are not
adequately supported. They
are in detail:
Per diems incurred in
1991, but charged prior
thereto

Unsupported per diem incurred
in Fayoum

billed in excess of support

Amount in
LE

LE (27,603)
(14,304)

~1,252

LE (40,655)

420

2,848

491

157

Converted to

Us s

$ (8,339)
(4,321)
378

$(12,282)

127

860

149

47



Overhead differences due to the
effect of questioned costs and
recomputed indirect cost rates,
for:

- Chemonics

- DAC

- IEP

Indirect Cost Rate Schedules
1989

Direct project salaries should
be reallocated from the indirect

cost pool to the direct cost base

Food and beverage costs not allow-

allowable per FAR 31.205-13

Total questioned costs in 1989
indirect Cost Pool

1990

Direct project salaries included
in the indirect cost pool. They
are detailed by project as
follows:

Labor study

Corn study

Otsuka (Non-USAID project)

Price liberalization study

EIP

Appendix A
Page 2 of 3

Amount in Converted to
_LE us s
(23,525) (7,107)
(21,276) (6,428)

678 205
LE(40,207) $ (12,147)
840 254
5,481 1,656
LE 6,321 S 1,910
LE 13,120
5,034
10,000
14,000
1,600
43,754 13,219

7



Food and beverage costs not
allowable per FAR 31.205-13
Bank charges

Accommodation charges for
business trips to Greece and

France

Total questioned costs included
in 1990 indirect cost pool

Note:

All conversions between US dollars

Appendix A
Page 3 of 3

Amount in Converted to
_LE_ us g
4,753 1,436
30 9
4,740 1,432
LE 53,277 ] 16,096

and Egyptian pounds were made using a

rate of LE 3.31 to 1 US dollar (LE 3.31 = § 1.00).
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G DEVELO CONSULTANTS
AUDITEE’S COMMENTS

FOR THE TWO YEARS ENDING
DECEMBER 31, 1990

—
e IDC

*0gn _~u
March 25th, .292 ‘(\' Q:‘w
CAS az
29
ﬁ_-t/a
Mr. Jeffery Hen:iges, CPA 2 Ceet,
o\

Audit Manager
Pr:ce Waternouse
Cairo, Egypt

Dear Mr. llentges

Please find attached [DC's response tu the audit report submittea by
your team on February 24th, !992, The response :ncluaes iIC
clarificat;ons ana coaoments on the report .ssues.

Awaitang for the {inal audit repor:, ee wouid !ike to thank :ou ana your
teaa for the cooraination ana cuoperation during she audit.

Please feel free to contact e for sny further :nforsation vou asghnt
neea for your recorags.,

Rent personal regards,

|iEGRATES

' DEVELOPMENT

Sincerely, CONSULTANTS
JABUL MAWAHIBGIZAECYPT

A

Malhiauud Hussein
Managing Partner
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DECEMBER 31, 1990

Appendix B
Page 2 of 12

————

IDC Response to the Audit Fladings

19C's response Lu Llie eudit findings for the two vears pericd ending
Jecesoer 1990 18 structurea in the (orm of =iarifizstions ana cosments

{5r the following:

1. The fund accountability stateaent.
2, The scneaules (or cosputation of :%e iidifect cosL rates.
J. Reportabie conaitions and its ass0CiAated “vLUmEENGACIONS.

1. The fund accountaoility stateaent.
comments on the fund accountaotiity statesent

12C clarifications anc
sresentea in the auds: ceport f{ocuses on the repor:ca juesticnea custs
3 S T

‘note 3) tdentifiea as audit findings | tarougn i .53 1% - l6)

A) Clariflcations:
1a085icne3 Togvy

tee 2v= o Ungunane mcas

inn

‘e this pavaent w-ax zane to 220
or. Vohammea Nasser Farid a

shorz-ters consultant v Lleannics

sup=contract, This jayment -as

ssce in excess to nis Ueceaoer'S0,

Fayaent 0Out hAs Deen 3leuuttied {r3

318 first paysent ,n 139!,

..
“
-

o

. i2€ prucecure {or fieid rivs
S\PENOILUre 4..0%8 AN AdValLe
caysent equai 20 23X I the tlielc
L7ip costs, (pon asucajictal of
seceipts the balance s saiculates,
100 the total cost of 2ne fieid %rip
.3 iavoiced o the main contractor.
This asount {dentificvu a8 guestionea
sost relates to a field Lrip that
v20k place in Decesper 1990, 30% of
shis amount j.e LE 1i35 was actuaily
incurred in 1990 snd soverea by
receipts, hence the azount snarged
in excess was oniy LE 1,8€3 vhien
-as actuaily dishursea 1n January

1391,

|

0
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G DEVELOPMENT CONSULT 8

U ‘'S COMM 8
FOR TWO YEARS ENDING

CEMBER 3 90

3, This pavsent was supported by the 191
peraies sumsary sheet approveu by
the 3a1n contractor aesiynatea
afficer 1n aodition to the receipt
signed by the consuilant contirsing
his receival of the paysent.
{. The asount considered
2el

as serciess not billea ana tie
asounlL considereg as unsuppurzea
yeraiens are as follows,

Sept.'20, supportea seraies 3,048.51
peraiea diiica ia T, Vi,

inv, no,20R RS S
nut billea SRV

222.'99, supportes peraica 6,374,077
peralea d1ile0 in  T,+47,30
inv, no,3.3

not suppor:ea 403,33

\ctial percies snich is not supportey

not supgortea 302,02
not Siiiea 276,31
acCLalL ROt sudparted 136,60

This fiqure LE 196,30, :s ‘e cest af
- Lhree 21881Ng One=vay 3ir-tisxess I3r :ne
consuiting Team cack [rag Liia new vaiiey

2 8) Cossents:

5.1, The reported osvernead questionea ccsts for the ‘nree rr3)csts
Chemonics, CAC ana [EP vere caicuiatea using %he revisea auajies
overnead rates, 3oth e auditea overneaa rates snd ine iSl SAaisuiates

.o

Best Available Document oA
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EG DEVELOPMENT CONSULT
AUDITEE’S COMMENTS

FOR THE TWO YEARS ENDING
DECEMBER 31, 1990

rate for 1989 as presentea in table (1) are aisost equai, however, both
rates differ by 9% in 1990 as shown in table (2], sainiy due to the
reallocation of large cost itema from the indirect cost pool to the
direct base. This difference in allocating direct and indirect costs
will be discussed i1n detail in the next section. However, it is worth
noting here that [CC recomputation of the overnead questioned costs
using 1% calculated rates for ooth years revealed that these shouid de
equal to LE 16.541 ,LE 15,358 and LF 5,735 for the three projects
Chemonics, JAC and [EP respectivejy as snosn in table {3}.

b.2. it is our unaerstancing that according to the terss wnd ccnditions
of cost plus fixed (ee contracts that the fived fees are in unaisputea
claia to the consulting fira regardless of the final settlement of :he
actual direct and indirec: costs. On this ground, the a.ieged questicned
cost of fixed fee LE 3,il: reported under net :ncose should be

recensigered.

2, The schedules for computation of the indirect cost ratas.

12C clarifications ana :oseents on the schedules for coaputation 2f “he
indirect cost rates for the two vears i989 ang :390 presentea :n Lne
audit report focuses on :he reporiec questionea costs | Nate 3 |
ident:fied as audit findings 6,3 and 1% ir sadit:on to “he airect -ost

base :cgether with (ls acjustments {note 8},

A) Clarifications:

quegtioned S{umty
jagirgidje Lusygnacted
I This amount :s paid for Lne 340

services rendered Ly an eaitor
aot oiiied directiy 2o the

study and not contribuling a
direct :nput as stated in :ne

RFP.  Therefore 1t shouid

Y: censidered as indirect evpense.

m‘
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RA D PM CONSULTANTS
A 'S ¢ 8

FOR_THE TWO YEARS ENDING

DECEMBER 31, 1990

Suescjoned Cryiy
ineligibje Prd 11-H- T

2. This payment was sade to
Mr.Sherif El Divany to cover the
accopsoaation costs of his two
business trips during 1990.

The {lat-rate perdiea used to cover
the accoasmoaation costs f{or Greece
and Ffrance trips sere LE 286/day and
LE J053/day respectively, the
duration of Lhe Leipw were 7 dave in
Greece and 9 days in France. I2C
consigers that the perdies rate
appliea 15 quite reasonabie. There
is a memorandums atiached with each
air-tickets as a suppurting cocument
authorizing the paysent of -he
ACCOMT00ALION cOBLY,

3. This asount :m censicerea By (0L as 3070
salarics 1ncluced :u tne inairace

cost pool. The folicwing table

shows the breakdown of this figure

by proaject and name of paraon

follovea by a clar:ficatien.

ITEM Mahaoua Hussein Sher:f Eldiwany

Partner Pariner
Labor stuay 75,500 2,300 4,332
Corn study +,300 2
Otsuxa Non=LSAID project! 1,000 el
Price .ibcraiizaticn stuay 14.00C
EIP 1,800
TOTAL 22,400 0 7T te.s00 ENTY

It 18 clear from this breax down that both partners were respcrsit.e (or
LE 37,200 j.e. 85% of the total questioned cost of Lt 43,750, ‘Xe
duties perforzed by noth partners for which they received these cayzent
were by definition :ndirect such as iocating consuitants, intervievs.
review work progress and top leve) 2anagemcnt meetings. e tefieve :hat
the eain reason for identifyving these cost as queszioned by cne audi:d
tcan and there after reclassify them as direct casts sere the uruject
cost sheets that [DC =aaintain for each project ana the %ipe sheets ;or
both partners. In fact, :he projects cost sheets are mainiy .sea oy (0C
43 & cost control and zonitoring teol and could %ot te usea as s 1ean o

identify direct and indirect zosts., On the clher nand, the t:ze sneets

Best Available Document
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INTEGRATED DEVELOPMENT CONSULTANTS
U EE’S COMME
FO (0] 8 ENDING

DECEMBER 31, 1990

of both partners 1n »hich their indirect time vas sllocated to projects
were based on the advice of the previous sudit carried out for 1388
under DAC sub-~contract in order to justify the:r indirect time,

The other short-tersers were mainly editors rs: billed directly 20 the
study and were provicing extra dack Stopping to the projects.

S) Cossents:

1. The definition of ineligible costs as statea in the audit report
(page 13} is rot agplicable to the questioned costs 1dentifliea under
sudit findings 645. e understand that the concern about these costs,
vhich were :ncurrea under various fived price contracts ( purchase
orders), was wnetner they rhouid be trestea as airect or indirect rather
than being eiigible or ineligible. So we believe 1t i3 an adjustaent

tasue.

+ 13T sanagement cci:eves that the realiocaticn of the questicnes
osts, :dentified unaer audit findings 548, frcm the inairect 298t pool
o the direct cnst zaxe QUEAhL L3 oe reconsiaeres LAsed on the
larifications proyiced above.

(LT I 51

3. The adjustments o :he direct -ost “ase is <t stanas in the aLait
repors 1m ;n faet penaiizing IDC, since 1t assuaes that these cost nave
been billed directly s2 USAID by addirg :2 5 <ne denos:inator =nicn
consist of direct =:il.ngs.

4+ 13C nansgement tel:eves that fringe oenefiss snould not e par: of
the direct cost Dase ana 1t should ne saced iz ihe tnairect cost poul.
This ag;ustaent conforas w:th the defins*ion of Iringe venef1ts as an
indirect expense. The effect af thia adjusilent on the overneaa rate 1

presented :n taole ¢ 4 3

3. Reportable conditions and its associated recosmendations.

A} Clarifications:

IDC clarifications anc comments con the reportatie conditions ang .s
ansociated recommencations presonted in the asait report {page 1)
through page 27) are as follows:

.1, Fuints 1,2 and 3.

1UC 1s a growing compan) established :n 1986, e actual consuiting
services contracts started in 1388 with she LI!! ictivitjems, :30's

_—

Best Availuble L
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UDITEE’S COMME
FOR THE TWO YEARS ENDING

DECEMBER 31, 1990

INTEGRATED DEVELOPMENT CONSULTANTS
AUDITEE’S COMMENTS

policy was to saintain sinisum indirect costs in oraer to sustain a
highly competitive overhead rate .

The start up accounting systes considered the following:
a) To compiy ~1th the Egyptian laws ang procegures.
%) Siaple ana worxaole.

¢) Mininum staff to i1mplement.
3) Couid be 20aified to proouce more financ:al reports as needed.

8.2, Point 4.
Oriqinai tine sheets ana leave requests ‘or the home office statf

sre approved and filed at [DZ. s for the projects staff
{Chemonics ana VAL} t.Z2e sSneets and teave fequests are approvesg by
designated persons in the nain contractor oftfice as stated in tae
sub contracts, The or:i¢inais are filed at ;UC. Payroils are
caicuiated upon the approves time sheets.

3.2.1.7ringe benel:ts are separately accounted for. [t :s stated
separateiy in the .nvoice, fringe venerits l:nc ites :n the
payroil sneet 13 to present cost per 1nd:vicuai.

8) Cosments:

.oC accounting systez has been rogu.arty mogifiec 25 zope with its radig
grovtn., (5 the zeantiaze, (LC zanagement i careluilr reviswving the
reconmenaations provided in tnc audit report ana required steps wi.. e
“SKen lovards their :apiementat:cus especiallv recozmencat:sr 3.

4. Uther :ssues for consideration

' this section !CC zanageaent :s PUINting out %%0 =aln 13sues wnich
~ere not sentioned :n the audil report Jcspite :neir effe2t 2n tompanyv's
indirect cost rate and {:nanc:s} pusit:ion auring 339 ana :320; ithese

are:

¢+ luring doth vears both partners were charging cosoinea 2.y
3.7idaysmontn i.e. LZ 3,3C0/montn 20 the inairece sust pcol, This
vas due mainly to “he lact tnat ail time gevotea by ocoth partners {.r
bidding ana proposal writing was not accountea for. % 1S Clear “tal

the pariners tise wl.uceled 'y run the coapany was aeavi.y
underescicated ana hence their pavments. in Zact both cartners were
actually subsidizing the company.

2. 10C 1n 1989 actuslly vas vnaerpaid by an amount egual :o LS 36,265
due 0 the ceiling rate i1zposea on Chemonics sun=contract.

Best Available Document
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A 'S COMMENTS
FOR E TWO YEARS ENDING
DECEMBER 31, 1990
w -
Table (1)
SCHEDULE OF COMPUTATION OF
INDIRECT COST RATE
FOR THE 'YEAR ENDED 1989
Descripnon Expenses Incligible unsupporied Direct Cast  Indirect |
Cast Cost Base Cast Pool '

SALARIES 536,596 416.803 119,793
FRINGE BENEFITS 17,450 72,897 4,553
RENT 9,600 9,600
STATIONARY 10.911 10,911
MAINTENANCE 3,084 3,084
TLECOMMUNICATION 5.349 8.J49
OFFICE HOSPITALITY 5.481 5.481 5.4a1
CLEANING UTILTIES 901 m
TRANSPORTATION 4,048 4,048
ELECTRICITY § GAZ 1.665 1.668
LIFE INSURANCE 523 523
INTERNATIONAL TRAVEL 5.088 5.088
COMPUTER SUPPLIES .n 2.1n
BANK SHARGES 979 979
CONSULTANTS 5.000 5.000
DEPRECIATION 10.21 10.271
{TOTAL 679,317 5,481 0 489,700 189.617]

Indirect Poal 184,136

Direct Base - 84,700

Overhead Rate 17.60%
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Table (2)
SCHEDULE OF COMPUTAION OF
INDIRECT COST RATE
FOR THE YEAR ENDED 1950
[Descnpnan Expenses ineligible Unsupported Direct Cost  inarrect :
L Cost Cost Base Cost Paol |
SALARIES 789,980 580.857 209,123
FRINGE BENEFITS 93.379 86,918 6.461
RENT 9.600 9,600
STATIONARY 14,789 14,789
MAINTENANCE 23 233
TLECOMMUNICATION 13.049 13,049
OFFICE HOSPITAUTY 4,753 4,753 4751
CLEANING UTIUTIES 1.037 1.037
TRANSPORTATION 8,018 8.018
ELECTRICITY & GAZ 2,467 2,467
ELECTRIC UTILITIES 477 ar
UFE INSURANCE 562 552
INTERNATIONAL TRAVEL 9.569 9.589
COMPUTER SUPPLIES 3,521 3,521
BANK SHARGES 1,474 30 1,444
TRANSLATION EXPENSE 323 a3
ADVERTISING & COMM 2,677 2877
ACCOUNITIG FEES 2.000 2,000
DEPRECIATION 13,485 13,485
{TOTAL 971,403 4.783 0__ S82.775 03,5381
Indirect Poal 298.845
Direct Base 567.715
Overhead Rate 44.75%




tablc |}

Overhead Hecslculstisn Schedule
For the period o Jenuery 1. 1989 thivwgh Decembes 31. 1990

ITEMS Total Direct Base [Overhead Using Acual MateJActusl Overhicad fieceived
1909 19%0 199 Jots) 1489 1990 Toiad
JAE_]LE L3 AT H U Y SOUR N T te R1N
Chemonkcs | 366,682] 371159 166.094]  332.107] w0.654 ()| 176.63s] 257 208
DAC 91.753| 167,058 14755 149.518] 45713 | 79.4s8] 125212
e 13.280| 17,657 _1.802F  15.803]  0.36n 11.262] 19.630

Total | 471.715| 555.866| 1 500] 134,73 67.396] 402.13i

248.750 _a37.500] 130.735 " | 267.396] 402131 "1 508] "1

) Chemenics cantiact ceiling rates (ur 1989 were 34.3% and 14295
Chicmonlcs celling rate ditlcience for the yeas 13849 s L 56.26%

1€ YIGWIOTA

dWWOO §,3dLIdnY

0661
ONIONI SYVIX OMI JTHI ¥od

¢T 30 0T 8beg
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INTEGRATED DEVELOPMENT CONSULTANTS
AUDITEE’S COMMENTS
OR _THE TWO YE ENDING
DECEMBER 31, 1990
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Table |4)

SCHDULE OF COMPUTATION OF
INDIRECT COST RATE
FOR THE YEAR ENGED 1909

‘Descnption Expenses Ineligible Unsupponed Direc Cost Indirect

Cost Cost Bace Cast Poot |
SALARIES 536,596 416,803 119,793
FRINGE BENEATS 17.450 0.00 17,450
RENT 9.600 9.600
STATIONARY 10,911 10,911
MAINTENANCE 3,084 3.084
TLECOMMUNICATION 5.349 5,349
OFFICE HOSPITALITY 5.481 5,481 5.481
CLEANING UTILITIES 301 301
TRANSPORTATION 4,048 4,048
ELECTRICITY & GAZ 1,665 1.665
UIFE INSURANCE 521 823
INTERNATIONAL TRAVEL 5.088 £.008
COMPUTER SUPPLIES N 2,371
BANK SHARGES 978 979
CONSULTANTS 5,000 5.000
DEPRECIATION 10.271 10,271
TotaL " " AT9.317° TTam T 0 4i6.001 " 762,514

tndirewt Puul 257.033
Ditect Salaries 416,803

Overhead Rete 61.67%
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INTEGRATED DEVELOP CONSULT 2

AUDITEE’S COMMENTS

OR_TH O YEARS ENDING
DECEMBER 31, 1990

—————m—m—mm

Table (5)

SCHEDULE OF COMPUTATION OF
INDIRECT COST RATE
FOR THE YEAR ENDED 1938

Expenses Inligible Unsupported Dircct Cost Indirect 1

'Descnpuon

Cost Cast Base Cost Poal !
SALARIES 789.980 580.857 209,123
FRINGE BENEFITS 93,379 0 93,379
RENT 9,600 9,600
STATIONARY 14,789 14,7089
MAINTENANCE 213 233
TLECOMMUNICAIION 13,049 13,049
OFFICE HOSPITAUTY 4,753 4,753 4,753
CLEANING UTILITIES 1.037 1,037
TRANSPORATATION 8.018 8,018
ELECTRICITY & GA2 2.467 2,467
ELECTRIC UTILITIES 17 a7
LIFE INSURANCE 552 552
INTERNATIONAL TRAVEL 9,589 9,589
COMPUTER SUPPUES 3.521 3.521
BANK SHARGES 1,474 30 1,444
TRANSLATION EXPENSE 323 323
ADVERTISING & COMM 2.877 2.677
ACCOUNITIG FEES 2.000 2,000
DEPRECIATION 13,488 13,485
JOTAL 371,403 4.783 i 580.857 390.516]

Indirect Pool 385.763
Direct Hasge 560,457
Overhead Rate 66.41%
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INTEGRATED DEVELOPMENT CONSULTANTS
QUESTION REVENUE/ (UNDERSTATEMENT)
FOR THE TWO YEARS ENDING
DECEMBER 31, 1990

Total Direct Audited
Costs Net of Fixed Fee Previously Fixed Fee Questioned Revenue Understatement
Questioned Costs Rate % Invoiced Amount Fixed Fee Revenues Total
1989 1990 Total 1989 1990 . (Note A)
$ $ $ $ $ $ $ $
35,147 172,458 307,605 6 7.16 19,098 20,457 (1,359) (6,980) (8,339)
53,791 94,249 148,040 8 8 12,894 11,843 1,051 (5,372) (4,321)
7,948 8,795 16,743 8 8 1,512 1,339 173 205 378

For the Chemonics subcontract the net revenue understatement ($6,980) consists of $ 127 of

payroll questioned costs (Finding B, Page 17) and understated overhead of ($7,107) [Finding
D, Page 17].

For the DAC subcontract the net revenue understatement of ($5,372) consists of $1,056 of
field cost questioned costs and understated overhead of (6,428) [Finding D, Page 17]).

For the IEP direct contract the $205 relates to overhead questioned costs (Finding D, Page
17).



Contract and
Subcontract

Chemonics
DAC

IEP

INTEGRATED DEVELOPMENT CONSULTANTS
OVERHEAD QUESTIONED COSTS/ (UNDERSTATEMENT)

FOR THE TWO YEARS ENDING

DECEMBER 31, 1990

Direct Project
Payroll net of

uestioned Costs

1989 1990 Total
$ $ $
110,781 111,985 222,766
27,720 50,468 78,188

4,307 5,711 10,018

Audited
Overhead
Rate %
1989 1990

61.34 54.00

61.34 54.00

61.34 54.00

IDC

Invoiced

$
77,732
37,828

5,931

Audited
Overhead
Amount

$
84,839%
44,256

5,726

* Note that the Chemonics contract in 1989 had ceiling rates of 34.3% and 14.29%.

Appendix D
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Overhead
Questioned
Costs/

(Understatement)
$

(7,107)
(6,428)

205
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

oS 17¢ /)
o -
CAIRO, EGYPT [ﬁ E [B E HWE
15 MAR 1992
MEMORANDUM . (/
TO: RIG/A/C, Philippe L. Darcy §§$§2}p5
~ YL
FROM: Beth S. Paige, DIR/cS NI
N~
DATE: March 15, 1992
SUBJ: Draft Audit of Integrated Development Consultant's Fiscal

Year 1989 & 1990 Direct and Indirect Costs

I have completed my review of the subject draft audit; I
have no comments at this time. DIR/CS does not require an exit
conference.

cc: Nimi Wijesooriya, A/AD/FM



U.S. Ambassador, Egypt
Mission Director, USAID/Egypt

Assistant Administrator Bureau for
Near East AA/NE

Associate Administrator for Finance and
Administration, AA/FA

Associate Administrator for
Operations, AA/OPS

Office of Press Relations, XA/PR
Office of Financial Management, FA/FM
Office of Legislative Affairs, LEG
Office of the General Counsel, GC
Office of Egypt, NE/MENA/E
POL/CDIE/DI, Acquisitions
FA/MCS

IG

AIG/A

IG/A/PSA

IG/A/PPO

IG/LC

AIG/I

IG/RM/C&R

Other RIG/A’s

Di

ri

Appendix F

No. of Copies

1 each



