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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGINNAL INSPECTOR GENERAL/AUDIT
November 23, 1993

MEMORANDUM FOR D/USAID/Egypt,

FROM RIG/A/Cairo,

Audit of Allied Corporation—Egypt Direct and
Indirect Costs Incurred under Davy McKee
Corporation Subcontract Related to National
Agricultural Research Project (NARP) No. 263-0152
and EduSystems Subcoutract Related to the Pilot
Maintenance Center (¥MC) a Sub-Project of Local
Development II Project (LDII) No. 263-0182

SUBJECT

The attached report dated June 12, 1993, by Farid S. Mansour & Co.
presents the results of a financial audit of Allied
Corporation—Egypt (Allied) direct and indirect costs incurred under
Davy McKee Corporation subcontract related to NARP No. 263-0152 and
EduSystems subcontract related to the Pilot Maintenance Center
(PMC) a sub-project of LDII No. 263-0182. Allied’s directive under
the Davy McKee subcontract is to provide logistics support for the
duration of the project and retain administrative and legal
responsibilities for local staff. Allied’s directive under the
EduSystems subcontract is to arrange and maintain project office
facilities, equipment, consumable and required local services for
the EduSystem team as well as hiring and managing the required
personnel.

USAID/Egypt engaged Farid S. Mansour & Co. to perform a financial
audit of Allied’s locally incurred expenditures of $258,211 and
$455,263 for the NARP and PMC subcontracts respectively for the
period January 1, 1990 to December 31, 1991. The purpose of the
audit was to evaluate the propriety of the costs incurred during
that period. In performing the audit, Farid S. Mansour & Co.
evaluated Allied’s internal controls and compliance with applicable
laws, reqgulations and subcontract terms as necessary in forming an
opinion regarding the Fund Accountability Statement. The auditors
also determined the actual direct and indirect cost rate for the
period under audit.

Farid S. Mansour & Co. questioned $2,724 ($529 unsupported) and
$8,556 ($5,733 unsupported) for NARP and PMC respectively in costs
reimbursed under these subcontracts. These questioned costs

U.S. Mailing Address Tel. Country Code {202) #106, Kasr El Aini St.
USAID-RIG/A/C Unit 64902 357-3909 Cairo Center Building
APO AE 09839-4902 Fax # (202) 3554318 Garden City, Egypt



included direct labor, consultant fees, travel and transportation,
translating and other direct costs. Farid S. Marsour & Co. noted -
internal control weaknesses over the accounting functions and cash
disbursements. Additionally, they noted no instances of material
noncompliance with applicable laws, regulations, contract and
grants.

Farid S. Mansour & Co. has reviewed Allied’s response to the
findings. Where applicable they made adjustments in their reports
or provided further clarification of their position. For those
items not addressed, the response provided by Allied has not
changed their understanding of the facts underlying the questioned
costs of the Fund Accountability Statement or the weaknesses in the
Report of Internal Contrels.

The following recommendations are included in the Office of the
Inspector General’s recommendation follow-up systenm.

Recommendation No. 1.1: We recommend that USAID/Egypt resolve
questioned costs of $2,724 ($529 unsuppnrted) for the Davy
McKee Corporation contract with NARP as cdetailed on page 18 of
the audit report.

Recommendation No. 1.2: We recommend that USAID/Egypt resolve
questioned costs of $8,556 ($5,733 unsupported) for the
EduSystems contract with PMC as detailed on pages 19 and 20 of
the audit report.

Recommendation No. 1.3: We recommend that USAID/Egypt
determine Allied’s final indirect cost rate for the period
under audit based on the resolution of direct and indirect
costs questioned in the audit report as detailed on pages 15
through 17 of the audit report.

These recommendations are considered unresolved and can be resolved
when we receive the Mission’s formal determination as to the
amounts sustained or not sustained and the final indirect cost rate
ror the period under audit. These recommendations can be closed
when any amounts determined to be owed to USAID are paid by Davy
McKee Coryoration and/or EduSystems as appropriate.

Recommendation lo. 2: We recommend that USAID/Egypt require
Davy McKee Corporation and EduSystems to address the inadequate
Allied Corporation internal control procedures as detailed on

pages 22 through 25 of the audit report.

This recommendation is considered unresolved and may be resolved
when the Mission provides our office with a copy of its request
that Davy McKee Corporation and EduSystems address Allied’s
internal control weaknesses. The recommendation can be closed when
RIG/A/C has assessed the 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 Farid S. Mansour & Co. and to our office.
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Mr. Philippe L. Darcy

Regional Inspector General for Audit
UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOPMENT
MISSION TO EGYPT

Cairo - Egypt
Dear Mr. Darcy

This report presents the results of our audit of direct and indirect costs incurred by Allied
Corporation - Egypt under flexibly priced Subcontract No. 263-0152 with Davy Mackee
related to the National Agriculture Research Project (NARP) and Subcontract No. 263-0182

with EDU system related to the Pilot Maintenance Center (PMC).

BACKGROUND
The main purpose of the subcontract with Davy Mackee is to assist the Davy Mackee team

by providing Egyptian engineering statf, provide logistics support for the duration of the

project and retain administrative and legal responsibilities for local staft.

The total estimated cost of the subcontract with Davy Mackee. exclusive of fixed fee is LE.

1,201,419 (equivalent to $402,769); the fixed fee is LE. 120,142 (equivalent to $40,277).

As for the subcontract with EDU system. the main purpose is to arrange and maintain project
office, facilities. equipment, consumables for EDU system team and all required local

services as well as hiring and managing the required personnel. The total estimated cost of



the subcontract with EDU system exclusive of fixed fee is LE. 2,921,274 (equivalent to

§979,340); the fixed fee is LE. 248,747 (equivalent to $83.391).

AUDIT OBJECTIVES AND SCOPE

The objective of this audit was to perform a financial audit of direct and indirect costs
incurred by Allied Corporation - Egypt under flexibly priced subcontracts with USAID prime
contractors. The audit encompassed all expenditures incurred for the period from January
1, 1990 to December 31, 1991. Accordingly, the audit included an examination of Allied’s
revenues and expenses. compliance with subcontract terms, review of Allied’s internal control

and determination of actual indirect cost rates incurred for the above mentioned period.

The specific objectives of this audit were to:
I. Express an opinion on whether the fund accountability statements for ALLIED presents
fairly, in all material respects, project costs incurred and reimbursed in conformity with

generally accepted accounting principles or other comprehensive basis of accounting;

to

Determine if costs reported as incurred under the subcontract are in fact zllowable,

allocable. and reasonable in accordance with the terms of the subcontracts;

3. Evaluate and obtain sufficient understanding of the internal control structure of
ALLIED's organization. assess control risk. and identify reportable conditions,
including material internal control weaknesses:

4. Perform tests to determine whether ALLIED complied, in all material respects, with
subcontract terms and applicable laws and regulations and express positive assurance
on those items tested and negative assurance on those items not tested. All material
instances of noncompliarce: and all indications of illegal acts should be identified; and

5. Perform an audit of the indirect cost rates and determine the actual indirect cost rates

incurred for the fiscal vears audited.

Preliminary planning and review procedures were performed during July 1992 and consisteri
of discussions with RIG/A/C personnel and ALLIED's principal. We reviewed the

subcontract and all other relevant agreements as well as the accounting system utilized during



the period under audit. Audit work commenced in September 1992 at the Allied premises
in Mohandessin, Cairo. The work was completed in June 1993.
We reviewed 100% of all local expenditures incurred by Allied Corporation - Egypt for the

period under audit.

Our review of expenditures included, but were not limited to the following:
I. Reconciling ALLIED’s accounting books to invoices issued to the prime contractors

and reviewing costs for allowability, allocability and reasonability.

[ 28]

Determining that expenditures were appropriate and conformed with the terms of the

subcontract and applicable laws and regulations.

3. Reviewing that calculated fringe benefits. overhead and general and administrative
expenses as shown in the invoices were calculated accurately, using appropriate base
data and percentage and determining the actual indirect cost rates incurred for the
period covered by our audit.

4. Reviewing other direct costs for allowability, allocability and reasonability as well as

appropriate documentation.

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 statements are free of material misstatement.

We did not meet the continuing education requirements, listed in Paragraph 6 of Chapter 3
of the Government Auditing Standards. Additionally, 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 review program is offered by
protessional organizations in Egypt. We believe that the effect of this departure from the
financial audit requireraents of Governmenr Auditing Standards is not material because we

participate in Coopers & Lybrand (C&L) worldwide internal quality control program which



requires the C&L Cairo office to be subjected, every two years, to an extensive quality

control review by partners and managers from other C&L offices.

As part of our examination we performed a study and evaluation of relevant controls and

reviewed ALLIED’s compliance with applicable laws and regulations.

RESULTS OF AUDIT

Fund Accountability Statements

NARP: Our examination identified $2,724 in questioned costs consisting of $2,195 of
ineligble costs and $529 of unsupported costs.

PMC:  Our examination identified $8.556 in questioned costs consisting of $2,823 of

ineligible costs and $5,733 of unsupported costs.

Indirect Costs
Overhead :  Our examination identified $16.490 in questioned costs consisting of $15,720

of ineligible costs and $770 of unsupported costs.

G&A: Our examination identified $6.858 of ineligble costs.

Actuai Indirect Cost Rates

As a result of our audit procedures. we determined the actual fringe benefits, overhead and

general and administrative actual rates for Allied Corporation for the period under audit to

be as follows:

l.  Fringe benefits 23.98 %
2. Overhead rate 66.05 %
3. General and administrative rate 19.37 %

We also determined the proper portion of the indirect costs incurred by Allied for the period
under audit to be attributed to USAID related projects as 64.46 %, and, accordingly, the

applicable indirect cost rates are as follows:



Fringe benefits 15.46 %
Overhead rate 42.58 %

General and administrative rate 12,49 %

—

9

|U5]

Applying the above mentioned applicable rates would result in an over-billing of $2,002 in

respect of NARP and $1,092 in respect »f PMC due to ALLIED.

Internal Control Structure
Our examination of the internal control structure of ALLIED disclosed the following material

weaknesses and reportable conditions:

I. Materia] weaknesses: Inadequate internal controls over the accounting functions

and cash dishurszments

2, Reportable conditions: No cancellation of invoice or other disbursement

documentation upon payment

Compliance with Contract Terms and
Applicable Laws and Regulations

ALLIED complied in all material respects with subcontract terms and applicable laws and

regulations.

MANAGEMENT COMMENTS

We have reviewed ALLIED’s responses to the findings which are included in Appendix A.
Where applicable. we have made adjustments in our position in relation to these findings.
For those items that remain as questionable in the fund accountability statement and other
outstanding reportable conditions in the report on the internal control structure, the responses

provided by ALLIED have not caused us to change our position as presented and discussed

in Appendices B and C respectively.
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our reference

Mr. Philippe L. Darcy

Regional Inspector General for Audit
UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOPMENT
MISSION TO EGYPT

Cairo - Egypt

FUND ACCOUNTABILITY STATEMENTS

Report of Independent Accountants

We have audited the Fund Accountability Statements of Allied Corporation - Egypt for the
period from January 1, 1990 to December 31, 1991 relating to expenditures incurred in Egypt
under Subcontracts No. 263-0152 pertinent to the National Agriculture Research Project
(NARP) and No. 263-0182 pertinent to the Pilot Maintenance Center (PMC). The Fund
Accountability Statements are the responsiblity of Allied's management. Our responsibility

is to express an opinion on the Fund Accountability Statements based on our audit.

Except as discussed in the next paragraph, we conducted our audit in accordance with
generally accepted auditing standards and Government Audiring 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 Statements
are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the Fund Accountability Statements. An audit also
includes assessing the accounting principles used and significant estimates made by the
management, as well as evaluating the overall presentation of the Fund Accountability

Statements. We believe that our audit provides a reasonable basis for our opinion.



We did not meet the continuing egucation requirements, listed in Paragraph 6 of Chapter 3
of the Government Auditing Standards. Additionally, we did not have an external quality
control review by an unaffiliated audit organization as required by Paragrapi 46 of Chapter
3 of Government Auditing Standards since no such quality review program is offered by
protessional 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 Coopers & Lybrand (C&:L) worldwide internal quality control program which
requires the C&L Cairo office to be subjected, every two years. to an extensive quality

control review by partners and managers from other C&L offices.

As described in Note 3. the accompanying Fund Accountability Statements have been
prepared on the basis of cash receipts and disbursements which is a comprehensive basis of

accounting other than accounting principles generally accepted in the United States of

America.

Included in the fund accountability statements are questiohed costs of US $2,724 and $8,556
for NARP and PMC respectively. The basis for questioning these costs is more fully
described in the "Fund Accountability Statements - Audit Findings’ section of this report. In
our opinion. except for the etfects of the questioned costs. as discussed in the preceding
paragraph. the Fund Accouniability Siatements referred to above present fairly in all material
respects ALLIED’s expenditures pertinent to NARP and PMC for the period from January

I. 1990 to December 31. 1991, in conformity with the cash basis of accounting.

This report is intended solely for the use of the United States Agency for International
Development and ALLIED's management. This restriction is not intended to limit the

distribution of this report which is a matter of public record.

| YUl —
Cairo, Egypt

June 12, 1993 Farid S. Mansour



FINANCIAL AUDIT

OF DIRECT AND INDIRECT COSTS
INCURRED BY

ALLIED CORPORATION ~ EGYPT
SUBCONTRACTS

No. 26& — 0152 AND 263 — 0182

PART I : INVOICED COSTS FOR * NARP*

PROVISIONAL TOTAL QUESTIONED COSTS ADJUST- FINAL AUDIT
RATE WERE  COSTS PROPOSED  MENTS  ADJUSTED FINDINGS
CATEGORY APPLICABLE REIMBURSED INELIGIBLE UNSUPPORTED  RATE AMOUNT  COSTS REF/PAGE
DIRECT LABOR $33,120 $ 33,120
FRINGE BENEFITS( %)  20.25 % 6,707 15.46%  $(1,587) 5,120
OVERHEAD ( %) 45 % 14,904 42.58% (802) 14,102
CONSULTANTS 0 0
TRAVEL & TRANSPORT. 20,171 $ (155) 20,016 1-A/18
TRANSLATION 0 0
OTHER DIRECT COSTS 134,685 $ (2,195) (374) 132,116 1-B/18
SUBTOTAL 209,587 —(;_1 ;5—) ) (52_9;_ (2.389) 204,474
G&A( %) 12 % 25.151 12.49% 387 25,538
otaLcosts ;3_4—.7—3;-"_“(;._1 g;) ----- (5—29) (2.002) 230,012
FIXED FEE 10% 23,473 23,473
rota. ; ;;Es-z_ 1-1-_ $ (;_1 9s) o $ (529) N $(2,002) $253,485

See accompanying notes to the Fund Accountability Statements .



FINANCIAL AUDIT

OF DIRECT AND INDIRECT COSTS

INCURRED BY

ALLIED CORPORATION - EGYPT

SUBCONTRACTS

No. 263 — 0152 AND 263 — 0182

PART Il : INVOICED COSTS FOR*‘PMC*

PROVISIONAL  TOTAL QUESTIONED COSTS ADJUST - FINAL AUDIT
RATE WERE COSTS PROPOSED MENT ADJUSTED FINDINGS
CATEGORY APPUCABLE REIMBURSED INELIGIBLE UNSUPPORTED RATE AMOUNT COSTsS REF/PAGE
DIRECT LABOR $93,378 $ (164) $ (409) $92805 2-A/9
FRINGE BENEFITS( °4) 7.74 % 7.2;?8 15.46% $7.120 14,348
OVERHEAD ( %) 41 % 38.285 42.58% 1,231 39,516
CONSULTANTS 36.617 36,617
TRAVEL & TRAMSPORT. 42,101 (305) (2,883) 38,913 2-8/19
TRANSLATION 1,800 1,800
OTHER D!RECT COSTS 147,636 (2,354) (2.441) 142,841 2-C/20
swrotal w7005 @2y (573 8351 366,840
G&A( %) 14.46 % 53.077 12.49% (7.259) 45,818
TOTAL COSTS 420,122 (2.823) {5.733) 1.092 412,658
FIXED FEE 8% 28,207 25,207
AWARD FEE 12,455 12,455
rotacostssreE sr7ee ey 7 1082 450320
RETAINGE {10% OF F. FEE) (2,521) (2,521)
ToTAL ©sasaes s@sey  seram sioos searies

See accompanying notes to the Fund Accountability Statements .



FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY
ALLIED CORPORATION - EGYPT
SUBCONTRACTS
No. 263 — 0152 AND 263 — 0182

PART lll: ALLIED FRINGE BENEFITS

COSsTS RECLASSIFIED FROM QUESTIONED COSTS FINAL AUDIT
PER ADJUSTED FINDINGS
CATEGORY ALLIED OVERHEADS G&A INELIGABLE UNSUPPORTED COSTS REF/PAGE
LEAVE & VACATIONS $145 3164 $ 309
SOCIAL INSURANCE 513,935 1,307 15,242
BONUS 14,654 14,654
TOTAL $13.935 $16,106 $164 $ 30,205

See accompanying notes to the Fund Accountability Statements .
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FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY
ALLIED CORPORATION — EGYPT
SUBCONTRACTS
No. 263 — 0152 AND 263 — 0182

PART IV : ALLIED OVERHEAD COSTS

COSTS ADDITI-  RECLASS- QUESTIONED COSTS FINAL AUDIT
PER ONAL FIED ADJUSTED FINDINGS

CATEGORY ALLIED ITEMS COSTS INEUGABLE UNSUPPORTED COSTS REF/PAGE
SALARIES :
TOTAL SALARIES $13,789 S (3,282) 510,507
BONUS 12,824 (12.824)
OVERTIME 459 459
SUB TOTAL Cao2 (6108 i " 1066
OPERATING EXPENSES:
OFFICE RENT 1.674 $ 29,625 $(712) 30,587 3/21
STATIONARIES -OFF SUPPLIES 2,288 2,288
XEROXING & TRANSLATION 1,873 1,873
TELEX . COURIER , FAX 22,280 $(18) 22,262 3/21
POWER (ELEC. & WATER) 1,411 393 1,804
BANK CHARGES 289 289
DUES & SUBSCRIPTIONS 1,995 (670) 1,325 3/21
REPAIR & MAINTENANCE 2,159 (58) 2,101 31
CONTRIBUTION & DONATIONS 21,879 (15.032) 6.847 3/21
CONSULTING FEES 2,011 2,011
BID FEES 817 817
ToTAL S85748  S30018 S(16.108 S(15720)  S(70) $83.170

See accompanying notes to the Fund Accountability Statements .
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FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY
ALLIED CORPORATION - EGYPT
SUBCONTRACTS
No. 263 —~ 0152 AND 263 — 0182

PART V :GENERAL AND ADMINISTRATIVE COSTS

COsTS ADDITI- RECLASS -~ QUESTIONED COSTS FINAL AUDIT
PER ONAL IFIED ADJUSTED  FINDINGS

CATEGORY ALLIED ITEMS COsTs INEUGABLE UNSUPPORTED COsTs REF/PAGE
SALARIES
ALLIED PRINCIPALS $20.685 S 16.281 $ 36,966
PROFESSIONALS 12,388 (S164) 12,224
ACCOUNTANT 0.724 6.724
CASUAL LABOR 2,562 2,562
SUB TOTAL -—-:2..-3_5;--— _5_1 6,281 (164) o 58,476
OPERATING EXPENSES
DUES & SUBSCRIPTIONS 1.106 1,106
TRAVEL & TRANSPORT. 51,108 51,108
VEHICLES OPERAT. & MAINT. 2,353 2,353
DEPRECIATION EXPENSES 2,733 2,733
INSURANCE \ GENERAL 426 426
TRAINING 672 672
MEALS & ENTERTAINMENT 4,140 (3.496) 644 4/21
PRESENTATION & SEMINARS 3.801 (3.362) 439 4/21
AUDIT FEES 503 503
ToTAL si09201  sie281 sqen  seess $ 118,460

See accompanying notes to the Fund Accountability Statements .



FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY

ALLIED CORPORATION - EGYPT

Subcontracts
No. 263-0152 and 263-0182

NOTES TO THE FUND ACCOUNTABILITY STATEMENTS

NOTE 1 - Scope of Audit
The Fund Accountability Statements of ALLIED includés all locally incurred expenditures
under Subcontracts 263-0152 pertinent to NARP and No. 263-0182 pertinent to PMC for the

period from January 1. 1990 through December 31. 1991.

NOTE 2 - Source of Data
The column labeled Total Cost Reimbursed is the responsibility of ALLIED’s management
and represents the cumulative local expenditures incurred and subsequently reimbursed for

the period tfrom January 1. 1990 to December 31, 1991.

NOTE 3 - Basis of Presentation
The Fund Accountability Statements 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 - Exchange Rate
Expenses incurred in Egyptian pounds have been converted to US dollars at an average

exchange rate of 2.9829 Egyptian pounds to 1 US dollar for the period from January 1, 1990
to December 31, 1991.

NOTE S - 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 grant. Costs in the
column labeled Ineligible are supported by vouchers or other documentation but are ineligible
for reimbursement because they are not program related, or unreasonable, or prohibited by
the Agreement or applicable laws and regulations. Costs in the coluinn labeled Unsupported
are also formaiiy included in the ciassification of questioned costs and related to costs that
are not supported with adequate documentation or did not have the required prior approvals

or authorizations. All questioned costs are detailed in the Fund Accountability Statement -

Audit Findings section of this report.

NOTE 6 - Reclassified Costs
Certain costs were misallocated in the different indirect cost pools identified by our audit and
were placed in the column labeled Reclassified Costs in order to determine the accurate costs

incurred in each pool and. accordingly, the actual indirect cost rates.

NOTE 7 - Additional Items

The column labeled Additional Items, under Part IV - Overhead Costs, lists cost of rent for
the office owned by ALLIED. The monthly rent was determined on the basis of prevailing
prices for similar space in the Mohandessin area. Under Part V - General and Administrative
Costs, this column lists salaries for ALLIED principals calculated for the audited period in

accordance with FSN 12.

14



NOTE 8 - Bases of Calculations

A. Revised Rates

We determined the revised fringe benefits, overhead and general and administrative rates for

the period from January 1, 1990 to December 31, 1991 on the same basis as that adopted by

ALLIED in the light of our audit results as follows:

|-
.

Revised fringe benefits rate

total fringe benefits pool _$§ 30,205
total direct salary costs T § 125,925

Cmaa bl T A
DD LT ey

Revised overhead rate

total overhead pool _§ 83,170
total direct salary costs T $ 125,925
(see below)

Revised general and administrative rate
—otal %A peol S 118,460

= p—

zctal direct - indirect costs S 611,603
\see below)

23.98%

66.05%

19.37%

Total direct salary costs for both NARP and PMC:

NARP S 33,120
PMC 92,805

$ 125,925

15



NARP PMC SUBTOTAL TOTAL

Total D'rect Costs

irect labor $§ 33,120 $ 92,805 $ 125,925
Consultants - 36,617 36,617
Travel/Transporct. 20,016 38,913 58,929
Translation - 1,800 1,800
Other direct costs 132,116 142,841 274,957

$ 185,252 $§ 312,976 $ 498,228

Total Indirect Costs

Fringe benefits 30,205
Cverhead ccsts 83,170

113,375
Total Direct and Indirect Costs $ 611,603
B. Allocation Base Calculation

ALLIED’s activities are consulting and sale of equipment and, accordingly, the portion of
indirect costs allocated to USAID related projects was determined on the basis of the relative
time spent by ALLIED’s principals on activites relating only to consulting projects, according
to their time reports. These reports retlect that the portion to be allocated to USAID related
consulting projects amounts to 77% of ALLIED’s total indirect costs.

However, in our opinion. ALLIED principals’ time spent on the above mentioned projects
does not reflect the actual timew spent by all ALLIED employees and, accordingly, we have

applied the following methodology in order to determine the proper portion of indirect costs:

Allocation base

direct NARP and PMC labor
Allied total salaries + direct NARP and PMC labor

$ 125,925 _
$ 69,442 + 125,925

64.46 %

16



C. Applicable Rates for NARP and PMC

Based on methodology applied and the revised rates determined by us. the following rates are

applicable to USAID related projects (NARP and PMC):

Fringe benefit rate

ALLIED fringe benefit rate allocation rate
23.98% X 64 .46 = 15.46 %
Overhead rate
ALLIED overhead rate allocation rate
66.05% X 64.46 = 42.58 %
G & A rate
ALLIED G & A rate allocation rate
19.37% X 64.46 = 12.49 %
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e b dsi's  bsi

FINANCIAL AUDIT

OF DIRECT AND INDIRECT COSTS

ALLIED CORPORATION - EGYPT

No.

INCURRED BY

Subcontracts
263-0152 and 263-0182

AUDIT FINDINGS - NARP PROJECT

L b adsan

ey hESCR-—qmvf\\v

QUESTIONED COSTS

INELIGIBLE

Vi

LE. $ equiv.

Travel and Transportation

Taxi fare
Car fuel
TOTAL

Other Direct Costs

Items purchased without
prior USAID approval:

Office furniture
Telephone syscem
Office equipment
Entertainment
Contribution
Flowers

Office supplies
Electricity payments
Printing materials
TOTAL

TOTAL FOR NARP

390 131
240 81
4,048 1,357
1,352 454
475 159
40 13
6,545 2,195
§.545 2,195

“NSUPPORTED
LE. $ equiv.
322 108
139 47
461 155
606 203
100 34
409 137
1,115 374
1‘576 529
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FINANCIAL AUDIT

OF DIRECT AND INDIRECT COSTS
INCURRED BY

ALLIED CORPORATION

Subcontracts
No. 263-0152 and 263-0182

EGYPT

AUDIT FINDINGS

ITEM DESCRIPTION

2-A

Direct Labor
March 1990 salaries

Salaries charged in excess for:

April 19451
July 1991
November 1991
Decempber 1991
Consulting fees for
Governorate starff
TOTAL

Travel and Transportation
Taxi fare

Fuel expense

Car maintenance

Spare parts purchases

Per diem for business trip
Cleaning expenses

Tips

Traffic fines

Car fuel billed in excess
Per diem in excess

TOTAL

INELIGIBLE
LE. $ equiv.
209 70
50 17
153 51
76 26
488 164
76 26
389 130
414 139
32 10
911 305

- PMC PROJECT

QUESTIONED COSTS

UNSUPPORTED
LE. $ equiv.
220 74
1,000 335
2,220 409
1,219 409
1,304 437
3,711 1,244
1,968 660
380 127
18 6
8 600 2,883
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AUDIT FINDINGS - PMC PROJECT (continued)

ITEM DESCRIPTION

Other Direct Costs

Photocopying

Office supplies

Maintenance

Entertainment

Tips

Postal cards

Flowers

Sales tax

Telephcne kills paid ina excess

Photocopying expenses paid
in excess

Unallocable electricity
expenses

TOTAL

TOTAL FOR PMC

QUESTIONED COSTS

INELIGIBLE UNSUPPORTED
LE. $ equiv LE. $ equiv
396 132
6,658 2,232
229 77
4,833 1,620
120 40
558 187
65 22
30 10
195 65
50 17
1,173 393
7,024 2,354 7,283 2,441
8,423 2,823 17,103 5,733
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FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY

ALLIED CORPORATION - EGYPT

Subcontracts
No. 263-0152 and 263-0182

AUDIT FINDINGS

QUESTIONED COSTS

ITEM DESCRIPTION INELIGIBLE UNSUPPORTED
LE. $ equiv. LE. $ equiv.

3 Overhead Costs

Office rent 2,124 712

Tips 55 - 18

TV dish subscription 2,000 670

Repair and maintenance 172 58

Contributions and donations 44,838 15,032

TOTAL 46,893 15,720 2,096 270
4 G & A Costs

Meals and entertainment 10,427 3,496

Meals during presentations

and seminars 10,028 3,362
TOTAL 20,455 6,858
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. Dublic accountants a mamber firm of
arl Tiba 2000 Center Coopers & Lybrand {internationai)
* Rabza Ei-adaweya

Mansour & Co. oo

tel : 2608500
fax: 2613204

ourreference

Mr. Philippe L. Darcy

Regional Inspector General for Audit
UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOPMENT
MISSION TO EGYPT

Cairo - Egypt

INTERNAL CONTROL STRUCTURE

Report of Independent Accountants

We have audited the Fund Accountability Statements of Allied Corporation - Egypt for the
period from January 1, 1990 to December 31, 1991 relating to expenditures incurred in Egypt
under subcontracts No. 263-0152 pertinent to NARP and No. 263-0182 pertinznt to PMC and

we have issued our report thereon dated June 12, 1993,

Except as discussed in the following paragraph, we conducted our audit in accordance with
generally accepted auditing standards and the standards for financial audits contained in
Governinent Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the Fund Accountability Statement is free of material misstatement.

We did not meet the continuing education requirements listed in Paragraph 6 of Chapter 3 of
the Governmenr Auditing Standards. Additionally, 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 review program is offered by

professional organizations in Egypt. We believe that the effect of this departure from the
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financial audit requirements of Governmenr Auditing Standards is not material because we
participate in the Coopers & Lybrand (C&L) worldwide internal quality control program
which requires the C&L Cairo office to be subjected, every two years. to an extensive quality

control review by partners and managers from other C&L offices.

In planning and performing our audit of ALLIED we considered its internal control structure
in order to determine our auditing procedures for the purpose of expressing our opinion on
the Fund Accountability Statements and not to provide assurance on the internal control

structure.

The management of Allied is responsibie 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 assets are safeguarded against loss from
unauthorized use or disposition, and that transactions ﬁre executed in accordance with
management’s authorization and recorded properly to permit the preparation of the Fund
Accountability Statements in accordance with the cash basis of accounting. Because of
inherent limitations in any internal control structure, errors or irregularities may nevertheless
cccur and not be detected. Also, projection of any evaluation of the structure to future
perinds is subject to the risk that procedures may become inadeyuate because of changes in
conditioxis or that the effectiveness of the design and operation of policies and procedures may

deteriorate.

For the purpose of this report. we have classified the significant internal control structure
policies and procedures in the following categories: cash disbursements. payroll and general
ledger. For all the control categories cited above. 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.
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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 material weaknesses under standards established
by th: American Institute of Certified Public Accountants. A material weakness is a
reportable condition in which the design or operation of one or more of the special 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 financial statements being
audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our audit disclosed the following conditions
which we believe constitute material weaknesses:

Allied has inadequate control over the accounting functions and cash disbursements as

follows:

0 Improper segregation of duties as the accountant prepares both the cash disbursement
vouchers and the entries recording those expenditures. He is also responsible for the
bank and petty cash reconciliation.

0 We indentified instances of misclassification of expenditure items which, in such
circumstances, lead to incorrect indirect cost rates liable to significantly affect Allied’s

fund accountability statements.

Recommendation:
In order to improve internal control over accounting functions and cash disbursements, we

have the following recommendations:
0 Allied should strengthen the segregation of duties by either hiring additional staff to
satisfy the proper segregation of duties or adopting other compensating procedures to

insure that the work of each individual is reviewed and authorized properly.

0 Allied should implement controls to ensure that all costs are properly classified,
recorded and reported under the proper expenditure line item. We recommend that all

accounting entries be reviewed and authorized by the management before being

processed into the accounting books.
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We noted certain 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 judgmeni, 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 statements. Our audits disclosed the following reportable condition:

0 During the disbursement process invoices and other supporting documentation are not

cancelled upon payment (via 'paid’ stamp or other cancellation mechanism).

Recommendation:
We recommend that cancellation of such documentation be made immediately upon payment

to avoid the possible duplication of payments.

This report is intended solely for the use of the United States Agency for International
Development and ALLIED’s management. This restriction is not intended to limit the

distribution of this report which is a matter of public record.

YU——

Cairo, Egypt —_—
June 12, 1993 Farid S. Mansour
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. ublic accountants Tiba 2000 Center a member firm of
arl (] Rabaa El-Adaweya Coopers & Lybrana (internaticnali

Nasr City

Mansour & Co. o

fax: 2613204

our reference

Mr. Philippe L. Darcy

Regional Inspector General for Audit
UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOPMENT
MISSION TO EGYPT

Cairo - Egypt

COMPLIANCE WITH CONTRACT TERMS
AND APPLICABLE LAWS AND REGULATIONS

Report of Independent Accountants

We have audited the Fund Accountability Statements of Allied Corporation - Egypt for the
period from January 1, 1990 to December 31, 1991 relating to expenditures incurred in Egypt
under subcontracts No. 263-0152 pertinent to NARP and No. 263-0182 pertinent to PMC and

have issued our report thereon dated June 12, 1993,

Except as discussed in the following paragraph, we conducted our audit in accordance with
generally accepted auditing standards and the standards for financial audits contained in
Governmenr Audiring Srandards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the Fund Accountability Statement is free of material misstatement.

We did not meet the continuing education requirements listed in Paragraph 6 of Chapter 3 of
the Government Audiring Standards. Additionally, 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 review program is offered by
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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 Coopers & Lybrand (C&L) worldwide internal quality control program
which requires the C&L Cairo office to be subjected, every two years. to an extensive quality

control review by partners and managers from other C&L offices.

Compliance with applicable laws, regulations, contract, grants and binding policies and
procedures applicable to Allied is the responsibility of Allied’s management. As part of
obtaining reasonable assurance about whether the Fund Accountability Statement is free of
material misstatement. we performed tests of Allied’s compliance with certain provisions of
laws, regulations and contract. grants and binding policies and procedures. However, our

objective was not to provide an opinion on compliance with such provisions.

The results of our tests of compliance indicated that with respect to the items tested Allied

complied. in all material respccts, 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

Allied had not complied. in all material respects. with those provisions.

This report is intended solely for the information of the United States Agency for
International Development and Allied’s management. This restriction is not intended to limit

the distribution of this report which is a matter of public record.

m
Cairo. Egypt -

June 12. 1993 Farid S. Mansour
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APPENDIX A

MANAGEMENT RESPONSE TO AUDIT FINDINGS

(UNEDITED)












The significance o zThis exercise Zor our firm is two-

bty
O
$-t

2) We now Know what our acTual indirect co
=3 T Q

st

rates were for ZIlscal vears 1990 and 1991;
D) We nave acgquired a better understanding of:
i)the method and pbasls of calculation of
indirect cost rates and; 1i1) the definition of
terms such &s al.owable,allocablile,and reasonable
Costs.
Zowever, wWizTh
indirect cost rates, we understand che
0 be <the actual indirect cost rates
determined based on the complete Zinanci

cmarma = ame P e e - - - “am - £
s D2zsedg 2 I0&T &agcclirzte znizo Y51& OCI

=Ty S v = p=3
= PSR v A s T - — aa —- sz

our accounts ana thererore, should be applicable and

oillable for 1990 and 1991.

respecT TZ our reIiarence O zapplicable

pplicaple rates
that ha ve been
al a

Thereiore, we malntain that zthere should be no
distinction made bpetween actual and applicable indirect

rates should be applied as

cost rates . !oreover, <these
orovisicnal rztes for our zctivities in 1992, and future
wvears,Till thev zare superseqed Dy & similar complete audit
2Xerclse.

C) Internal Control Structure:

The comment znd recommencations made have been duly
noted.

) Applicable Laws and Requlations

The statement nmade nas oseen auly noted.

Finally, we wou.ld
wvou or UJSAID tc Jiscuss >r clariv any aspect OI our
response , Snou.l Tnls Le nacessarvy.

Your Sincerely

—t—

Zamed Fahmy
!lanaging fartner

_.Xe c expbress our readiness to meet with

. —

Vihed Corp.
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http:items.In

2)

~ This entry was <arroneously classified under
Q

consu.tants, whereas -1t should have been recorded

~nder Zirect Lacor.

~ However, 1in addition the pavment voucher was not

duly signed by HMr. Metwalli. JNonetheless, the
payment was made and a number of PMC staff can
confirm the fact. Moreover, we believe <he USAID
technical officer s aware of this case, and can

SuUpporT our position.

~ :n sncrz this 1n z2n axpense *hat was made for a

legitimate and approved project ztask. The action
should be to reclassify the entry to the correct
approved line Item (direct labor - Governorate

statff).

Zine Item (A 3.3) Car Maintenance LE 3,711
ILine Ttem (A 3.4) Svpare parts LE 1,968

—

The above costs pertalin to vehicle repair, services,
and spare parts Irom small workshops and vendors.

ses prompt fepalr 1n the -Zield or

2 & number oI ca
minor adjustments n Calro were called for. These
were not made at the .arge dealer workshopbs . Major

repalrs ~owever were verformed at the dealers.

llany oI the small worksnops Jdo not have complete
~avolices, wlth 31l components orf an invoice.

-

Therercre th expense receilpts tave been deemed

PR - i

unsupporzad

These expenses were lacurred in legitimate project
related Zasks. he majority of the receipts were
slgned xna aipprcovea LV The maln contractor's

2IZlcer. 4 Zact that rerflects that

acdminliszrative
‘penaLiures were-perrormed not

JONLroLls  on sucn 2
only Dy 2Ur accounts dgepartment - but also by the
maln ccniracteor | sample attacned).

(SRS G

te

Alhed Carp,



Line ZItem (A.Z.3) : Maintenance LE 229
Iine Ttem 3A,2.,5) : Ming Tz 120

x

These <costs ar small payments tTO D»lumbers,

electricians and various service men who performed
minor remairs in the PMC  orff!

The =r=ceipts, duly signed ~for the services
renderec, have been deemed incomplete and therefore
the transactions have pbeen marked as unsupported.

Juring tnhe ccurse of the Two vears (1990/:991) the
MC ofIice nas had to revert to utility technicians
ailrs. The payments have been made , the

for minor repairs L
services perZormed, details are described in the
20TrY, 32na =tne r2ceipl Iulv signer . Je ztnererore
maintain that the receipt should be accepted, since
it i1s characteristic of the market and a reasonable
normal axpense.

3) NARP
Line I:zem 5 Z.2) @ Uffice Furnicure LZ 390
~ine Tt=m 3 C.2) ¢ Office FTguipment Lz 3,480

nese .tams were 1naavertently overbilled during

Jdnce we iZentiiieda =this error we took remedial
ina reimbursed the project as per

action -n 1292
£ Fep. 92 (copv attached).

nvolce = 13 Q

Accorcingly, <<he amount 2I LI 3870 should be
ragucec IIom &Ny AMOounts That are due under the NARP
JOonNTtracTt, #ince Tnhev nave already reen reimbursed.

\lied  Cuorp,



II)

2)

1)

Slectrigcity “ine Ttem /3 2.3) :+ -T 100

-

~ This I1s an inccrrect classification. Upon review
of our records it appeared that the expense
pertains to the purchase of a butane cylinder (LE

100) for the office stove.

~ The receipt was lost, however, the butane cylinder
is present, and was part of the office inventory
handed over *o the GOE. Documentation to this

erfect s available.

- -

REMARKS COMMON TO BOTH PMC AND NARP :

Taxi Fares: ®MC Line Item (A 3.1) LE 1
NARP Line Item (3 1.1) 1E 322

Under each of the PMC and NARP projects two
vehicles were poprovided for project related
~ranspocrt. Zowever, the PMC ctroiect covered four

field goverrnorates ( Menourila, Sharkeya Assuirt,
Qena), znc the YNARP :ctroject area included z=wo
Zleid <zovernoraztes (Xafr ITl-Sheik zn Beni
Suer).

Zacn CI tnese 2rojects had a very heavv field

visit ccmponent, with project vehicles constantly
transporting staif to the sizes.

ACcorcingly In many cases .t was necessary to use

Zaxls <Zor Dprecjlect ctransport in Cair for
meetings, OJr o celiver mall .. etc.
In Cairo taxi Jdrivers do not ctrovicde receipts.

We belleve ine use oI axls was xept at & minimal
but was necessary o facillitate =-he work.
X iy _Z 18 ot tossiple to obtain
I Inls Leglilmate expense.

Vilied Vo,



* 3Based uipon the above calriiication, we request
~hat the subject costs be accepted.

—ad

2) Car Fuel PMC Line Item (A 3.2) LE 1,304
in . 2)

LE =39

* The above expenses relate o oils ,car polish..
etc. Zor the up-Keep oI the project vehicles. They
are not Zfor rvetrol zand ztherefore - need to be

~ They ~ave been Identified as unsupported because
the ravment receipts Zrom the stations were deemed

0 Sege LLCOomp.ste.

~ We maintaln that many small vendors and stations do
not have compliete invoices and we sometimes must
accept the type of receipt they provide. This is an
element that s characteristic of the market.
Althcugh we should <Try *“co minimize using the
servics oI such vendors, however, they cannot be

a2

entiralv avoldad.

© for tne PHC croject the average ©f such expense is
LE 27 per venlcles per month. For the NARP average
is LZ 12 per veniclesper month. (NARP venicles were
only Zn-countrv % months in 1291).
3) Photoccpy : PMC Line IZtem ( A 5..) - LE 396
SMC Line IZtem ( A 5.7) - LE 558
ZARD Tine Ttem (3 7.9y - TE 2109
1) Th °MC  cnotocoov =ntry Oof LE 396 was
deemea unsupoortad.

v~ The status oI Tnls Iransaction, as noted in our
recerds,was tnat tne orfice bov lost the invoice.

This 1S an infortunate  occurrence, but was
registerea . leta:il and Jdulv signed in our

Vhed  Corp.



= We trlad with Xerox to get a second invoice copy .,
To the time elapsed ( June 91) they
t20 troublesome for them to go
from thelr records.

~owever due
zdvised that 1t was
pack —o retrieve a copy

ii) This entry pvostal cards (A 5.7) LE 558 is an
rroneous description by the printer. The correct
description 1is pusiness cards Zor the PMC project.

~1i) Photocopy : NARP? Tine Ttem (B 2.9) LE 409 :

~he relevant

“€& Senc.cse nerswit The lavoice Zor

copying expenses.

Office Supplies: PMC Line Item (A 5.2) LE 6,658
NARD Tine Ttem (B 2.7) LE 606

The breakcdown of :the a/m amounzt is as follows :

) ZMC TE 2,362 : This is the cost of preparing wall
clans anc cnarts =hat contaln malntenance instructions.
cnarts rave rpeen deliivered o the maintenance
there. The a/m cost includes

~—

centers znd zare ;:esentl

T ©I .materizls, wood, cardbecard, roaints... etc., that
were usea .n :the “*ocuct;on of the charts. Also included
are the cost oI craitsmen who orepared the charts. This
team worked under the supervision of the main
contractor 's prcject engineer (Mussadek Ibrahim) who
signed 2.1 receirts anc requested us to effect payment.

In short the expenses are project related; the product is
Talntenance centers;and the payment was

avallaple at zhe
arfectec uncer =ne control and zuthorization of the main

contractor.
)AL 2y SMC TE oG ce These expenses were for manufacturing
3L sSpecizi snelves Ior project manuals. Costs are the
wood and carrenter. since they are special shelves they
Sould noT pLe gougnt reaav-made Srom an orffice furniture

\Mbed  Corp.



e recelpts presented Dby the carpenter are

O Le an incomplete invoice.

vendor <Type »urchase, under
<he project engineer, and the receipt
he main contracrtor.

th

0
9

e
S

30
=

2.7) NARP 606

The
ionarw
mplet

incomplete

Intertainment

Tcressure

Includea
* is zoth
se2leaseaq,
ra2cognizec.

Tavments,

~~

zcmmon

2/m amountz

onects

lonetne_ess

N W
[ PRPUORN- PR

the purchase of office
- have been deemed unsupported, due to
inveic Zowever,proiect activities in

that some office related

-
Ior

aQ

S .

Zrom small bookshops or vendors
were cetermined to be

— - -
“w.lQ o

ic

@]

inv

4,833
2,764

LE

T
o des

(A 5.4)
(8 2.3)

_.ne Item
p —tem

PMC
NARP

i)

o d s

for coffee
NARP). They
we would
and tea
altural

COSTS
?MC zna
Z—owever

. corfee
cognized <

~.

-

o

feit staff
practice and

ain contractor
common cultural
dlrect costs.

~he starff
be

and
axpenses

rminated
T the

~ave opeen

e
recuest a

-
la}
X}

we

ontinued -—o cover such

Lave
recogrnition of the

MR otompany,

e

SN

- -
PR -~ s

)
e
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ZIII) Comments Concerning Allied Corp.

1l) Depreciation : _ine “*tem (C.1) == 8,153

~ We have been advised that depreciation of capital
costs 1s an ineligible cost.

~ However we have Xdentif

ied, and showed the
auditors,office equipment zrocu

red during 1990 and
1991 - =<Zhe zmecunt c-I LI 63. These _:tems were
procured o specifically upgrade our office
inorder to better serve the projects PMC/NARP.

)

It is noz TC Us wny Cgoth cecrecilation , as
well as 11 capital costs ,are entirely
ineligible. Is <there no manner that this

definizce o:-‘ce expenditure be recognized -

-ty 0
4]
b
H

albiet partiall - for the actual business
expense it Ils.
2) Heais/FEnterTainTent : _ine Ttom (C.2) = 10,427
~ This Item oJerzzi:n to meals <that have been

provided in the oiIice, to the stafif working for
extended hours.

~ Thev are resccanized 3s supported costs, but were
deemed o e .nelilgible on the basis <that the
axpenses were -Or meals.

- -n thils connex.on, we maintain that cost of meals
are not an .nelligizle cost 1n the USAID definition.
JSAID policy zilows payvment oI a meal allowance for
emplovees. Th:is allowance, ~owever, 1s included as

Dart oI USAID staril salary breaxdown, and not as
sart OI the ¢aa rool (Allled Corp.)

- The USAID mea. :llowance Ior IZIgypt.an nat:ionals 1is

LE 345 per zinnum : rerer .attacrment). Utilizing the
same ZIigure :or AMilled stafif would mean a meal
zllowance ¢ LI 1:,3¢5 Zor 1290/1991.

Mied  Corp.



usion, we malntaln tThat meals are an

n ccncl

eligicle cost. “hereas USAID recognizes this and
incluces it as cart oI the starf salary, -~owever in
Allied Corp. our policy was not tTo include it as
part oI salary, dut o provide oifice meals for the
staff.

3) Zine Ttem (C 2) Presentations ~E 10,028:

x

This lZine item encompasses cost oI business
luncheons outsice the ofZice. They have been deemed
ol ' ; despize being

‘nallai=ia o) = hmai- antTirern
L TnelTr 2nTlZ =3y

—dh o e o e

supporzad.

We have noted zthe rationale =2xplained to us.
towever, tTnese aXxXgenses ir 2ocumented with

e
information &s to thelr bDbusiness relevance.
Moreover, 1n many cases due to the short duration
of visits by tusiness associates, on international
travel, the oniy wav to meet was at a hotel or

outsice the orffice.

in Tnat these expenses are _=agitimate
osts zna that thev should not e ruled
In Tnheir entiretv. Iither a further
Ze nade to LZdentilv which expenses
non-pusiness related, Or a subjective
decision should ce made to accept at least half of

1
~hese costs as ellgicl

\hied Coerp,
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Attached sample of line item A3.3.

18






http:item1B2.10

[ Allied Corporation - EGYPT |

“/8
Sther Direct Cost :-
Category Year ' Yeor Year Budget | Current | 210
| nan "nan n"an ,l vonth
[} .
Office Rental 13,335 0 0 4,000; Sl 13,335
(80 Sq.M 3 L.E 25/M) !

{Presentaticns / Seminars | S,544 0 0 ’ o 5,544
{Office Eauioment / Furniture :- | ! : .
| - Qtéice Furniture | 45,6991 -390 0l &9,770! -390)  <5,3CYI=%
{ - Office Equipment 135, 0261 -3 726] 0i 123,550! -3,7261  “31,300]4
| - Teieonone System I ‘4,858 0l 0l '3,000! 21 4,858
: - Three Telephone Lines 11,627 0l 0l 5,000l Cl 1,927
! | l ! 4 4
Cffice Reiurpishing IR 0l 3 *S,000! B 79,4411
Coerating (:ost . . )
: : Cffice Maintenance & Insurance | 854] 0 0l ' 2! 354

- Courrer Service ' 1.646' 0 0 Cl !, 646|

- Cutsige Xeroxing ! A 0l 0 ' cl -, 347|

- D¢4-ca cuzpliss *e, 008 Zi i oo 5,578
. - _Telecommunication ; 3.621 ol 0| Cl 9,621
! - Auto Cag [ 2.813 0l 0l ol Z,813|
iSite Office :- ! | ] | X |
f - Accommocation Site Crew 0 0 0 33,600 C'I 0
: (L.E 800"20 Months®*2 Sites) ' ,

, - Office Supplies i Bl ol 0/ 21,000l ol 9
| - Soil !nvestigation { 4,158 ol 0l 90,000| 0l >, 158
50 Bore Hotes / Site : ]

Sort Report , water table ' i
Contour & Boundary Line l ! !

(L.2 «5,000 * 2 Sites) i i ! ! - ;

' ! ! ‘

- Returpish Statf Fiats ‘ 5051 | o} ‘2, 7501 N ~J51
(L.£ +,250 * 3 Flats) | , , | ! i |

! ! i ' !

Total L.E ] 01,7521 cw, 1161 0l 347,670) ce, 1161 97,6361

* Attached sample of line item B2.1

* * Attached sample of line item B2.3
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APPENDIX B

FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY

ALLIED CORPORATION - EGYPT

Subcontracts :
No. 263-0152 and 263-0182

AUDITORS’ COMMENTS ON MANAGEMENT RESPONSE
TO AUDIT FINDINGS.

LE 322
Management response stated that the two projects were provided with two cars

each. Accordingly. we feel that taxi fare spent was unnecessary.

LE 139

The Auditee did not provide any documentation to support this amount.

LE 390
Although the Auditee adjusted this amount during February 1992 as per Invoice

No. 15. the amount was questionable at the time of the audit.

LE 240

The Auditee concurred with our finding.



APPENDIX B

1-B (cont) LE 4,048
Although the Auditee adjusted the amount of LE 3,726 during February 1992

as per Invoice No. 15, this amount was questionable at the time of the audit.

The Auditee concurs with the balance amounting to LE 322.

LE 1,352, LE 475 and LE 40

These amounts are unallowable under USAID regulations.

LE 606, LE 100 and LE 409

The Auditee failed to provide any supporting documentation.
2-A LE 220 and LE 1,000
The Auditee failed to provide any supporting documentation.

LE 209, LE 50. LE 153 and LE 76

The Auditee concurs with our findings.
2-B LE 1.219
See our comment under 1-A LE 322 above.

LE 1,304, LE 3,711 and LE 1,968

The Auditee failed to provide any supporting documentation,

LE 389

This amount is unallowable under USAID regulations.



2-B (cont)

PPENDIX B

LE 380, LE 18, LE 76, LE 389, LE 414 .nd LE 32

The Auditee concurs with our findings.

LE 396, LE 6,658 and LE 229

The Auditee failed to provide any supporting documentation.

LE 4.833. LE 120 and LE 558

These amounts are unailowable under USAID regulations.

LE 65, LE 30. LE 195, LE 50 and LE 1.173

The Auditee concurs with our findings.

LE 2,124, LE 55, LE 2.000, LE 172 and LE 44,838

The Auditee concurs with our findings.

LE 10,427
This amount represents cost of meals for the office staff provided by the
Auditee. These expenses which were charged to G & A Pool were not inciuded

in the employees’ salaries nor did the Auditee structure their salary scale to

include food allowances.

LE 10,028

This amount represents cost of luncheons outside office premises and such costs

are unallowable under USAID regulations.
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APPENDIX C

FINANCIAL AUDIT
OF DIRECT AND INDIRECT COSTS
INCURRED BY

ALLIED CORPORATION - EGYPT

Subcontracts :

No. 263-0152 and 263-0182

AUDITORS’ COMMENTS ON MANAGEMENT RESPONSE
TO MATERIAL WEAKNESSES AND REPORTABLE CONDITIONS

The Auditee concurs with the comments and recommendations contained in our report on the

internal control structure.



APPENDIX D
UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

el

CAIRO. EGYPT

November 16, 1993

MEMORANDUM =

TO: Philippe L. Darcy, RIG/A/Cairo

FROM: Amanda K. Levenson, OD/FM/FA

SUBJECT: NFA Report on Allied Corporation-Egypt Direct and
Indirect Cost Incurred Under Davy McKee Corporation
Subcontract Related to National Agriculture Research
Project (NARP) No. 263-0152 and Edusystems Subcontract
Related to the Pilot Maintenance Center (PMC) a

Subproject of Local Development II Project (LD II)
No. 263-0182

The Mission has reviewed the subject draft audit report.
Resolution of Recommendation No. 1, including all sub-items, will
be initially through the Prime Contractors, EduSystems and Davy
McKee. As these are AID direct contracts the cognizant Contracts
Officer (CO) will review the decisions made by the Prime
Contractors in making a final determination on the questioned
costs. 1In order to reasonably resolve the recommendation
additional information will be required from the audit firm,
Farid S. Mansour & Co. For example, Page 16 of the report
describes an alternate method of allocating indirect costs
between Allied's two businesses. The CO would like clarification
on the auditor's basis for judging their allocation method to be
more reasonable, fair or practice than the one used by Allied.

As another example, the CO had felt FAR 31.205-36 (Rental Costs)
suggests that reasonable costs of ownership, not market rates for
similar space should be charged for owned office space. The CO
would like clarification from the auditor on basis for their use
of prevailing price for similar space. A letter detailing all
the CO's questions will be sent under separate cover.

The Mission will be forwarding the final audit report to Davy
McKee Corporation and EduSystems with a request that they have
Allied address the internal control weaknesses identified in the
audit. The Mission will ask for resolution of Recommendation No.

2 at that time.
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