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UNITED STATES OF AMERICA 

******* AGENCY FOR INTERNATIONAL DEVELOP, lENT 
OFFICE OF TIlE REGIONAL INSPECTOR GENERAL/AUDIT 

CAIRO, EGYPT 

August 31, 1997 

MEMORANDUM 

TO : DIRECTOR USAID/Egypt, John R. Westley 

FROM: RIG/A/C, Lou Mundy.;.. 

SUBJECT: Financial Audit of Allied Corporation, Expenditures Incurred Under 
Contract No. 263-0000-C-00-5113-00 and Subcontract Nos. 263-0182-C-
00-9005-00 and 263-0152-C-00-1016-00 

The attached report, transmitted on July 6, 1997, by Coopers & Lybrand, presents the 
results of a financial audit of Allied Corporation (Allied), as it pertains to Contract No. 
263-0000-C-00-5113-00 and Subcontract Nos. 263-0182-C-00-9005-00 and 263-0152-C-
00-1016-00. The purpose of these contracts respectively were to: (1) proviqe institutional 
development services to the Damanhour Training Center; (2) provide administrative 
assistance to Edusystem in fulfilling their contract requirements with USAID/Egypt; and 
assist Davey McKee in developing an effective working relationship between the National 
Agriculture Research Project and USAID/Egypt. 

We engaged Coopers & Lybrand to perform a financial audit of Allied's direct cost 
expenditures of $12,236 (equivalent to LE41 ,356) for the period August 1, 1995 to April 
30, 1996 for Contract No. 263-0000-C-00-5113-00, $151,366 (equivalent to LE511,621) 
for the period January 1, 1992 to December 31, 1992 for Subcontract No. 263-0182-C-
00-9005-00, and $50,015 (equivalent to LEI69,052) for the period January 1, 1992 to 
September 30, 1993 for Subcontract No. 263-0152-C-00-I016-00. Coopers & Lybrand 
was also engaged to perform an audit of Allied's indirect costs of $750,581 for the four 
years ending December 31, 1995. The purpose of the audit was to evaluate the propriety 
of costs incurred and to determine the indirect cost rates. Coopers & Lybrand also 
evaluated Allied's internal controls and compliance with applicable laws, regulations and 
agreement terms as necessary in forming an opinion regarding the Fund Accountability 
Statement. 

U.S. Mailing Address 
USAID-RlG/A/C Unit 64902 

APO AE 09839-4902 

Tel. Country Code (202) 
357-3909 

Fax # (202) 35~-4318 

#106 Kasr El Aini St., 
Cairo Center Building, 

Garden City, Cairo, Egypt 



The audit report questions $7,020 (equivalent to LE23, 729) and $1,463 (equivalent to 
LE4,947) in direct costs billed to USAID/Egypt under contract numbers 263-0182-C-00-
9005-00 and 263-0 152-C-00-1O 16-00 respectively. These questioned costs related 
primarily to salary and consultant discrepancies, various unapproved governorate 
coordinators' expenses, and sales taxes. The report also questions $225,604 (equivalent 
to LE762,542) charged to the contracts' indirect cost pools. Considering these questioned 
charges, the auditors determined the following indirect cost rates by calendar year: 

Fringe General & 
Year Benefit Overhead Administrative 
1992 9.35% 39.87% 17.68% 
1993 8.69% 79.93% 25.23 % 
1994 6.98% 69.60% 36.51 % 
1995 11.67% 57.74% 14.93% 

In addition, the auditors did not note any material weaknesses in Allied's internal control 
structure or any instances of material noncompliance with applicable laws, regulations, 
and agreement terms. 

In response to the draft report, Allied officials provided additional explanations to the 
report findings. Coopers & Lybrand reviewed Allied's response to the findings and 
where applicable made adjustments to the report or provided further clarification of their 
position (see Appendices A and B). 

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

Recommendation No.1: We recommend that USAID/Egypt make a 
management decision on the questioned costs of $8,483 (ineligible costs of 
$8,415 and unsupported costs of $68) detailed on pages 12 through 18 of the 
Coopers & Lybrand audit report, and recover from Allied Corporation the 
amounts detennined to be unallowable. 

Recommendation No.2: We recommend that USAID/Egypt detennine Allied 
Corporation's final indirect cost rates for the four years ending December 31, 
1995 based on the consideration of questioned fringe benefit, overhead~ and 
general and administrative costs detailed on pages 27 to 35, pages 44 to 52~ 
pages 62 to 70, and pages 80 to 90 of the Coopers & Lybrand audit report. 

In response to the recommendations, Mission officials reported that they had met with 
Allied's director and chief accountant and agreed to render a management decision on the 
recommendations after receiving and reviewing additional documentation from both Allied 
and the auditors. Recommendation No.1 is open and will be considered to have had a 
management decision upon the Mission's determination of the amount of recovery; it will 
be considered to have had final action upon the recovery or offset of funds. 
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Recommendation No. 2 is open and will be considered to have had a management 
decision upon the Mission's determination of the final indirect cost rates; it will be 
considered to have had final action when any amounts determined to be r -Ned 
USAID/Egypt are recovered. 

The reportable conditions identified by the auditor's review of Allied's internal control 
structure detailed on pages 93 to 95 should be handled directly between Mission and 
Allied officials. 

Please advise this office within 30 days of any action planned or taken to close the 
recommendations. Thank you for the cooperation and assistance extended to the audit 
staff on this engagement and your continued support of the financial audit program in 
Egypt. 

Attachment: a/s 
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FINANCIAI.-REl.ATED AUDIT OF 
USAmIEGYPT CONTRACT NO. 263-OIJ()(H;.{)S113-00. 

SUIICOHTlIACT NO. ~1B2-C-OO-9005-00 WITll EDUSYSTEM 
AND SUIICONTRACT NO. ~152-C-OO-'016-00 WITH DAYS' MCKEE 

RJND ACCOUNTABI.JTY STAlBElfTS AND 
SCH:IlUU$ OF ~ COST RATe CALCUlATIONS 

FOR 11£ PBUODS FROM 
AUGUST 1. 1995 TO APRL 30. 1996 (USAm/EGYPTl. 

JAHUARY 1.1992 TO OECaIBER 31.1992 (EDUSYSTEMI. 
ANDJAMIARY 1.1992 TO SB"TBIBER30. 1993 (DAYS' MCXEEl 

"Financial information contained in this report may be privileged. The restrictions of 18 USC 
1905 should be considered before any information is released to the public." 
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AUIED CORPORATION 

FINANCIAL-RELATED AUDIT OF 
USAID/EGYPT CONTRACT NO. 263-0000-C-OO-5113-00, 

SUBCONTRACT NO. 263-0182-C-00-9005-00 WITH EDUSYSTEM AND 
SUBCONTRACT NO. 263-0152-C-OO-1016-00 WITH DAVEY MCKEE 

FUND ACCOUNTABILITY STATEMENTS AND 
SCHEDULES OF INDIRECT COST RATE CALCULATIONS 

FOR THE PERIODS FROM 
AUGUST 1, 1995 TO APRIL 30, 1996 (USAID/EGYPT), 

JANUARY 1, 1992 TO DECEMBER 31, 1992 (EDUSYSTEM), AND 
JANUARY 1, 1992 TO SEPTEMBER 30,1993 (DAVEY MCKEE) 
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July 6, 1997 

Mr. Lou Mundy 

Coopers & Lybrand Egypt Tiba 2000 Center 
Rabaa EI-Adaweya 

a professional services firm Nasr City 
Cairo - 11371 

tel: 
fax: 

2608500 
2613204 

Regional Inspector General 
for Audit/Cairo 

United States Agency for 
International Development 

Dear Mr. Mundy: 

This report presents the results of our financial-related audit of direct project costs and the 
indirect cost rate calculations of Allied Corporation (" Allied"). The direct project costs relate to 
United States Agency for International Development Mission to Egypt ("USAIO/Egypt") 
resources provided through USAID/Egypt contract no. 263-0000-C-00-5113-00 for the 
Damanhour Training Center, ("OTC"), subcontract no. 263-0182-C-00-9005-00 with 
Edusystem for the Pilot Maintenance Center ("PMC") and subcontract no. 263-0152-C-00-
1016-00 with Davey Mckee for the National Agriculture Research Project ("NARP"), 
(collectively, the "Contracts"). The Contracts were audited for the periods from August 1, 
1995 to April 30, 1996, from January 1, 1992 to December 31,1992 and from January 1, 
1992 to September 30,1993, (collectively, the "audit periods"), respectively. The indirect 
cost rate calculations were audited for the years ending December 31,1992,1993, 1994, and 
1995. 

Background 

Allied Corporation was founded on January 15, 1984 and initially registered as a limited 
partnership with two named general partners and one silent partner. Allied was later 
incorporated. The objective of the corporation is to import and export, and to provide general 
supplies and economic and technical consultation. Allied also serves as the commercial agents 
for various commodities and food products. 

The specific Contracts audited, including a brief objective statement for each are provided 
below: 

Project Name 

Oamanhour 
Training Center 

Pilot Maintenance 
Center 

National 
Agriculture 
Research Project 

Contract Number Objectives 

263-0000-C-00-5113-00 Provide institutional development services 
to DTC for USAIO/Egypt related to the 
Water and Wastewater Institutional 
Development Support Project. 

263-0182-C-00-9005-00 

263-0152-C-00-1016-00 

Provide administrative assistance to 
Edusystem in fulfilling their contract 
requirements with USAlD/Egypt. 

Assist Davey Mckee in developing an 
effective working relationship between 
NARP and USAIO/Egypt. 

Audit objectives and scope 

The objective of this engagement was to perform a financial-related audit of direct project 
costs incurred under the Contracts during the audit periods and to audit Allied's indirect cost 
rate calculations for the years ending December 31, 1992, 1993, 1994, and 1995. 

Coopers & Lybrand Egypt IS a member of Coopers & Lybrand International, a limited liability aSSOCiation incorporated in Switzerland. 
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Specific objectives were to: 

1. express an opinion on whether the fund accountability statements of Allied relating to the 
Contracts, present fairly, in all material respects, direct project costs incurred during the 
audit periods, in conformity with applicable accounting principles; 

2. determine if the direct project costs reported as incurred by Allied relating to the Contracts 
during the audit periods are allowable, allocable, and reasonable in accordance with 
Contract terms and applicable laws and regulations; 

3. evaluate and obtain a sufficient understanding of Allied's internal control structure, 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 the 
Contract terms and applicable laws and regulations; 

5. determine if Allied has taken corrective action on the prior audit report recommendations; 
and 

6. perform an audit of the provisional indirect cost rates used by Allied under the Contracts. 

Preliminary planning and review procedures began in September, 1996 and consisted of 
discussions with personnel from Allied and the Office of the Regional Inspector General for 
Audit in Cairo and a review of the related Contracts. Audit fieldwork commenced in 
November, 1996 and was completed in February, 1997. 

The audit population included $213,617 (equivalent to LE 722,025) of direct project costs 
incurred under the Contracts and $750,581 (equivalent to LE 2,536,964) of indirect costs. 
Indirect costs were calculated and billed to the prime contractors and USAID/Egypt using 
provisional indirect cost rates. 

On a judgmental basis, we selected and tested $50,935 (equivalent to LE 172,159) of direct 
project costs incurred under the Contracts. We also selected and tested $172,281 (equivalent 
to LE 582,310) of costs included in the indirect cost pools. Our basis for detailed audit testing 
included the larger expenditures and those of an unusual nature. Using this testing 
methodology, the aggregate tested amount represented 24 percent of the total population. 
Based on the results of this testing, a risk-based approach was then implemented whereby 
detailed audit testing was extended to include the entire audit period to identify similar costs 
charged to USAID/Egypt that had been determined to be unallowable, unallocable or 
unreasonable. This methodology resulted in detailed audtt testing coverage of approximately 
40 percent. Both direct and indirect costs incurred were converted to U.S. dollars at the 
exchange rate of 1 U.S. dollar = LE 3.38. 

Our tests of direct and indirect project costs incurred by Allied included, but were not limited 
to, the following: 
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1. reconciling Allied's statutory financial statements and accounting records to invoices issued 
by Allied to USAID/Egypt and others to ensure that Allied costs were supported with 
appropriate books and records; 

2. testing a representative sample of project costs incurred by Allied for allowability, 
allocability, reasonableness and appropriate support; 

3. determining that procurement was made using sound commercial practices including 
competition, that reasonable prices were obtained, and that there were adequate controls 
on qualities and quantities received; and 

4. reviewing travel and transportation charges to determine whether they are adequately 
supported and approved. 

As part of our examination of Allied, we assessed relevant internal controls and reviewed 
Allied's compliance with related Contract terms and applicable laws and regulations. 

Audit results 

Fund accountability statements: 

Our audit procedures identified $8,415 (equivalent to LE 28,445) of ineligible and $68 
(equivalent to LE 231) of unsupported direct project costs for the three audited contracts as 
follows: 

For DTC: no ineligible or unsupported direct project costs. 

For PMC: $6,952 (equivalent to LE 23,498) of ineligible and $68 (equivalent to LE 231) of 
unsupported direct project costs. 

For NARP: $1,463 (equivalent to LE 4,947) of ineligible and no unsupported direct project 
costs. 

Indirect cost rate calculations: 

Our audit procedures identified the following ineligible and unsupported indirect costs: 

For the year ended: Ineligible Unsupported 

$ LE $ LE 

December 31, 1992 26,084 88,161 148 500 

December 31,1993 68,515 231,579 - -
December 31, 1994 47,105 159,216 2,566 8,673 
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For the year ended: 

December 31, 1995 

Ineligible 

$ 

79,937 

Unsupported 

LE $ LE 

270,190 1,249 4,222 

Allied billed indirect costs using provisional rates. Provisional rates and amounts billed are as 
follows: 

For DTC: 

Provision all Ceiling Rates Billed Amounts 
($) 

For the year ended: 
General and Fringe General and Fringe 

Overhead Administrative Benefits Overhead Administrative Benefits 

December 31. 1995 60/62 17/17.4 15/18 6.382 3.436 1.596 

For PMC: 

ProvisionallCeiling Rates Billed Amounts 
($) 

For the year ended: 
General and Fringe General and Fringe 

Overhead Administrative Benefits Overhead Administrative Benefits 

December 31, 1992 41/60 14/18 9.26/32 19,254 25.154 5.595 

December 31. 1993 41/60 14/18 9.26/32 0 379 (122) 

For NARP: 

Provisional Rates Billed Amounts 
($) 

For the year ended: 
General and Fringe General and Fringe 

Overhead Administrative Benefits Overhead Administrative Benefits 

December 31. 1992 45 12 15 18.307 6,765 (2.506) 

December 31, 1993 45 12 15 2,194 1.509 2.225 
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Internal control structure: 

Our audit procedures identified the following reportable conditions in the internal control 
structure, non.e of which is considered a material weakness: 1) Allied does not have sufficient 
controls in place to ensure fixed asset accountability and 2) Allied's internal accounting control 
system needs to be improved. Specifically a written accounting policies and procedures 
manual should be prepared. 

Compliance with Contract terms and applicable laws and regulations: 

The results of our test disclosed no material instances of noncompliance that are required to be 
reported herein under Government Auditing Standards. 

Status of prior audit findings: 

For the audit for the period from January 1, 1990 to December 31, 1991, Report No. 6-263-
94-005-N, three weaknesses were noted involving the system of internal accounting controls 
of Allied summarized as follows: 

1) Improper segregation of duties. Current Status: We did not note any instances of 
improper segregation of duties. 

2) Misclassification of expenditure items. Current Status: We did not note any material 
instances of misclassification of expenditure items. 

3) Invoices and other supporting documentation are not canceled upon payment. Current 
Status: Allied stamps invoices and other supporting documentation with a "paid" stamp. 

Management comments 

Allied's management comments have been obtained and are included in Appendix A of this 
report. 

Independent accountants response 

In response to management's comments, we have provided further clarification of our position 
in Appendix B of this report. 

Mission response 

The mission response is included in Appendix C of this report. 

This report is intended for the information of Allied's management and the United States 
Agency for International Development. However, this report is a matter of public record and 
its distribution is not limited. 
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February 18, 1997 

Mr. Lou Mundy 
Regional Inspector General 
for Audit/Cairo 

Coopers & Lybrand Egypt 

a professional services firm 

United States Agency for 
International Development 

Tiba 2000 Center 
Rabaa EI-Adaweya 
Nasr City 
Cairo - 11371 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON THE FUND ACCOUNTABILITY STATEMENTS 

AND INDIRECT COST RATE CALCULATIONS 

tel: 2608500 
fax: 2613204 

We have audited the fund accountability statements of direct project costs and the indirect 
cost rate calculations of Allied Corporation ("Allied"). The direct project costs relate to the 
United States Agency for International Development Mission to Egypt ("USAID/Egypt") 
resources provided through USAID/Egypt contract no. 263-0000-C-00-5113-00 for the 
Damanhour Training Center ("DTC"), subcontract no. 263-0182-C-00-9005-00 with 
Edusystem for the Pilot Maintenance Center ("PMC") and subcontract no. 263-0152-C-00-
1016-00 with Davey Mckee for the National Agriculture Research Project ("NARP"), 
(collectively, "the Contracts"). The Contracts were audited for the periods from August 1, 
1995 to April 30, 1996, from January 1, 1992 to December 31, 1992, and from January 1, 
1992 to September 30, 1993, (collectively, the "audit periods"), respectively; the indirect cost 
rate calculations were audited for the years ending December 31, 1992, 1993, 1994, and 
1995. These fund accountability statements and indirect cost rate calculations are the 
responsibility of Allied's management. Our responsibility is to express an opinion on these 
statements and indirect cost rate calculations based on our audits. 

Except as discussed in the next paragraph, we conducted our audits in accordance with 
generally accepted auditing standards and Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform 
the audits to obtain reasonable assurance about whether the fund accountability statements 
and indirect cost rate calculations are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the fund 
accountability statements and indirect cost rate calculations. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as 
evaluating the overall presentation of the fund accountability statements and indirect cost rate 
calculations. We believe that our audits 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 31 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 Coopers & Lybrand worldwide internal 
quality control program which requires the Coopers & Lybrand Cairo office to be subjected, 
every three years, to an extensive quality control review by partners and managers from other 
Coopers & Lybrand offices. 

As described in Note 2, the accompanying fund accountability statements and indirect cost 
rate calculations have been prepared on the cash basis of accounting which is a 

Coopers & Lybrand Egypt is a member of Coopers & Lybrand International, a limited liability association incorporated In SWitzerland. 
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comprehensive basis of accounting other than generally accepted accounting principles in the 
United Stat"'-; of America. 

As detailed in the accompanying fund accountability statements and indirect cost rate 
calculations and as more fully described in Note 4 and Note 5 thereto, the results of our tests 
disclosed $8,483 (equivalent to LE 28,676) in questioned direct project costs, which consists 
of $8,415 (equivalent to LE 28,445) of ineligible and $68 (equivalent to LE 231) of 
unsupported project costs. In the indirect cost rate calculations we also identified $225,604 
(equivalent to LE 762,542) in questioned indirect costs which consists of $221,641 
(equivalent to LE 749,146) in ineligible and $3,963 (equivalent to LE 13,395) in unsupported 
costs. Direct project costs and indirect costs that are ineligible for USAID/Egypt 
reimbursement are those that are not program-related or are prohibited by Contract terms or 
applicable laws and regulations. Unsupported project costs are those lacking proper 
documentation. 

In our opinion, except for the effects of the questioned costs as discussed in the preceding 
paragraph, the fund accountability statements and indirect cost rate calculations referred to in 
the first paragraph present fairly, in all material respects, direct project costs incurred by Allied 
related to the Contracts during the audit periods and the indirect cost rates for Allied for the 
years ending December 31, 1992, 1993, 1994 and 1995 in conformity with the basis of 
accounting described in Note 2. 

In accordance with Government Auditing Standards, we have also issued a report dated 
February 18, 1997 on our consideration of Allied's internal control structure and a report dated 
February 18, 1997 on its compliance with Contract terms and applicable laws and 
regulations. 

This report is intended for the information of Allied's management and the United States 
Agency for International Development. However, this report is a matter of public record and 
its distribution is not limited. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORA nON RELATED TO 

Direct labor 

Item 
Description 

Other direct costs 

Travel, transportation and per diem 

Total 

DIRECT CONTRACT NO. 263-0000-C-00-5113-00 
RELATED TO THE DAMANHOUR TRAINING CENTER 

FOR THE PERIOD FROM AUGUST 1. 1995 TO APRIL 30. 1996 

FUND ACCOUNTABILITY STATEMENT 

Questioned Proiect Costs 

Approved 
Budget 

(Note 1) 

$ 69,584 

4,746 

15,278 

$ 89,608 

Actual 
(Note 1) 

$ 10,636 

169 

1,431 

$ 12,236 

Ineligible 
(Note 4) 

$ 

$ 

Unsupported 
(Note 4) 

$ 

$ 

The accompanying notes are an integral part of this fund accountability statement. 
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Direct labor 

Consultants 

Item 
Description 

T ravel and transportation 

Translation 

Other direct costs 

Totals 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION RELATED TO 
SUBCONTRACT NO. 263-0152-C-00-1016-00 WITH EDUSYSTEM 

RELATED TO THE PILOT MAINTENANCE CENTER 
FOR THE PERIOD FROM JANUARY 1. 1992 TO SEPTEMBER 30. 1993 

FUND ACCOUNTABILITY STATEMENT 

Questioned Project Costs 

Approved 
Budget Actual Ineligible Unsupported 
(Note 1) (Note 1) (Note 4) (Note 4) 

$ 162,244 $ 46,959 $ 1,432 $ -

39,352 13,365 1,783 

75,558 27,775 54 68 

7,243 825 

262,563 62,442 3,683 

$ 546.960 $ 151.366 $ 6,952 $ 68 

The accompanying notes are an integral part of this fund accountability statement. 
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Salaries 

Consultants 

Item 
Description 

Other direct costs 

Travel and transportation 

Total 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION RELATED TO 
SUBCONTRACT NO. 263-0152-C-OO-1016-00 WITH DAVEY MCKEE 
RELATED TO THE NATIONAL AGRICULTURE RESEARCH PROJECT 

FOR THE PERIOD FROM JANUARY 1.1992 TO SEPTEMBER 30. 1993 

FUND ACCOUNTABILITY STATEMENT 

Ouestioned Proiect Costs 

Approved 
Budget 

(Note 1) 
Actual 

(Note 1) 
Ineligible 
(Note 4) 

Unsupported 
(Note 4) 

$ 80,062 

71,612 

108,778 

8,876 

$ 269,328 

$ 46,164 

3,718 

133 

$ 50,015 

$ 1,314 $ -

149 

$ 1,463 $ 

The accompanying notes are an integral part of this fund accountability statement. 
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&Lybrand 

ALLIED CORPORATION 

NOTES TO THE FUND ACCOUNTABILITY STATEMENTS 

NOTE 1 - SCOPE OF STATEMENTS: 

The "Budget" columns include all approved direct project costs related to the Contracts and 
are based on the most recent budget amendments within the audit periods. This information is 
presented for informational purposes only. 

The" Actual" columns represent cumulative direct project costs incurred by Allied related to 
the Contracts for the audit periods. 

NOTE 2 - BASIS OF PRESENTATION: 

Allied's fund accountability statements have been prepared on the cash basis of accounting. 
Consequently, direct project costs are recognized when paid rather than when the obligation is 
paid. 

NOTE 3 - FOREIGN EXCHANGE: 

Project costs incurred in Egyptian pounds have been converted to U.S. dollars at the exchange 
rate of 3.38 to 1 U.S. dollar. The exchange rate used is the average monthly free market 
exchange rate for the period from January 1, 1992 through December 31, 1995 as quoted by 
the Cairo Barclays Bank. 

NOTE 4 - QUESTIONED PROJECT COSTS: 

Questioned project costs are presented in two separate categories .- ineligible and 
unsupported. Project costs that are ineligible for USAID/Egypt reimbursement are those that 
are not program-related or are prohibited by contract terms or applicable laws and regulations. 
Unsupported project costs are those that are not supported with adequate documentation. 

Questioned project costs identified as either ineligible or unsupported are detailed as follows: 

11 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED) 

Item Description 

PMC 

A. Direct labor 

1. Based on our review of documentation provided by management with their comments, we 
have removed this cost as an unsupported questioned cost. 

2. Accrued annual leave was paid to employees and charged to Edusystems which should be 
reclassified to the indirect cost pool-fringe benefits. 

According to FAR 31.205-6, compensation for personal services, fringe benefits includes cost 
of vacation leave. 

This occurred because Allied was unaware that these costs should be charged to the indirect 
costs-fringe benefits pool. 

Total Direct labor 

B. Consultants 

1. Allied did not obtain an approval from Edusystems or USAID/Egypt to hire a consulting team. 

... 

In addition, the consulting team and their daily rates did not agree with the specified persons 
and rates stated in the PMC agreement. 

12 

.. .. - .... .. ..... - .... 

Questioned Proiect Costs 
Ineligible Unsupported 

$ 1,432 $ 

$ 1,432 $ 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED' 

Item Description 

PMC 

B. Consultants (continued'· 

- .... 

The original budget. approved by Edusystems, lists the different types of consultants that may 
be hired by Allied and the original and the modified budgets state the daily rates allowed to be 
charged for consultants. 

Allied management was not able to explain this discrepancy. 

Total Consultants 

C. Travel and transportation 

1. Sales taxes were bitted to Edusystems. 

According to the FAR 31.205-41, taxes are ineligible for USAID/Egypt reimbursement if they 
are, "taxes of which exemptions are directly or indirectly available." The bilateral agreement 
between Egypt and the United States prohibits USAID/Egypt funds to be used to pay taxes to 
the Government of Egypt. 

This occurred due to an oversight by the Allied accountants. 

13 
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Questioned Proiect Costs 
Ineligible Unsupported 

$ 1,783 ." 

$ 1,783 $ 

$ 54 $ 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED) 

Item Description 

PMC 

C. Travel and transportation (continued) 

2. Based on our review of documentation provided by management with their comments, we 
have removed this cost as an ineligible questioned cost. 

3. Accommodation expense was charged to Edusystems that is not supported by the hotel 
invoice. 

The contract between Allied and Edusystems related to PMC states, "It is understood that 
Allied will maintain their records in a satisfactory manner sufficient to clearly document and 
support all charges for work under this agreement ... " 

Allied was not able to provide the requested documentation. 

Total Travel and transportation 

D. Other direct costs 

1. Costs for coffee, tea, soft drinks, cakes, take away, .... etc. were charged that were not 
included in the project's budget. 

Allied management stated that these expenses were for tea, coffee, lunch ... etc. provided to 
the governorate coordinators (from Sharkia, Menofia, Quena and Assiutl who came to the 
PMC Cairo location to attend monthly meetings for 2 days. The management also stated that 
the USAIDJEgypt project officer was informed that these expenses were incurred and 
agreed, but there was no written approval provided. 

14 
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Questioned Proiect Costs 

Ineligible Unsupported 

$ $ 68 

$ ----.-M $ 68 

$ 2,142 $ 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED) 

Item Description 

PMC 

D. Other direct costs (continued) 

2. Allied billed sales taxes paid to the Government of Egypt to Edusystems. 

According to the FAR 31.205-41 taxes paid are ineligible for USAID/Egypt reimbursement if 
they are, "taxes of which exemptions are directly or indirectly available." The bilateral 
agreement between Egypt and the United States prohibits USAID/Egypt funds to be used to 
pay taxes to the Government of Egypt. 

This occurred because tax exemptions were difficult for Allied to obtain. 

3. Based on our review of documentation provided by management with their comments, we 
have removed this cost as an unsupported questioned cost. 

4. Costs were charged to Edusystems that were incurred after the project ended. 

According to the subcontract agreement between Allied and Edusystems, the PMC project was 
completed in December, 1992. 

15 

Questioned Project Costs 

Ineligible Unsupported 

$ 1,424 $ 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED) 

Item Description 

PMC 

D. Other direct costs (continued) 

Allied management agree that these costs were charged to Edusystems after the project 
ended. 

Total Other direct costs 

TOTAL QUESTIONED PROJECT COSTS-PMC 

16 

Questioned Project Costs 

Ineligible Unsupported 

$ --D2 $ 

$ 3,683 $ 

$ 6,952 $ 

-_ ........... -- ....... -. 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED) 

Item Description 

NARP 

A. Salaries 

1 . Accrued annual leave paid to employees was billed to Davey McKee as a direct cost, but 
should be reclassified to the indirect costs-fringe benefits pool. 

According to the FAR 31.205-6, Compensation for personal services, "fringe benefits includes 
cost of vacation and sick leave." Also, the NARP contract subcontractor's (salaries) budget 
provides for specifically listed employees and their yearly salaries only. 

This occurred because Allied accountants did not realize that this cost should be charged to 
the fringe benefits pool. 

Total Salaries 

B. Other dire(:t costs 

1. Allied paid sales taxes and billed them to Davey McKee. 

According to the FAR 31.205-41 taxes paid are ineligible for USAID/Egypt reimbursement if 
they are, "taxes of which exemptions are directly or indirectly available." The bilateral 
agreement between Egypt and the United States prohibits USAID/Egypt funds to be used to 
pay taxes to the Government of Egypt. 

This occurred because tax exemptions were difficult for Allied to obtain. 

17 

Questioned Project Costs 
Ineligible Unsupported 

$ 1,314 $ 

$ 1,314 $ 

$ 149 $ 
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NOTE 4 - QUESTIONED PROJECT COSTS (CONTINUED) 

Item Description 

NARP 

B. Other direct costs (continued) 

Total Other direct costs 

TOTAL QUESTIONED PROJECT COSTS-NARP 

18 

Questioned Proiect Costs 
Ineligible Unsupported 

$ 149 $ 

$ 1,463 $ -
= 

--~-~~~---~-~~---



- .. 
I 

Coopers 
&lybrand 

COST 
CATEGORIES 

Advertising 

Audit fee 

Bank charges 

Bid ~osts 

Cleaning 

Consultant 
fees 

Depreciation 

Donations 

Dues and 
subscriptions 

Subtotals 
carried 
forward 

............... _ ....... 
FINANCIAL-RELATED AUDIT OF 

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 
MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

Indirect Cost Pool Calculated by Allied 
(Note 1) 

INDIRECT COST POOLS 

Indirect Cost Pool Ext;lusiom~ 
(Note 5) 

- -

Overhead 
($) 

General and 
Administrative 

($) 

Fringe 
Benefits 

($) 
Overhead 

General and 
Administrative Fringe Benefits 

$ 

173 

149 

673 

1,726 

444 

3,170 

6,335 

$ $ 

4,231 

4,231 

Ineligible 
($) 

$ 

592 

592 

Unsupported 
($) 

$ 

148 

~ 

Ine!!g!ble 
($) 

$ 

Unsupported 
($) 

$ 

Ine!!g!ble 
($) 

$ 

Unsupported 
($) 

$ 

The accompanying notes are an integral part of. this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

Electricity and 
water 

Installation 

Insurance 

Interest 

Meals and 
entertainment 

Medical 
insurance 

Subtotal 
carried 
forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General apd. Fringe General and 
Overhead Administrative Benefits Overhead Administrative Fringe BenefIts 

($) ($) ($) 

Ineligible Unsuj!ported Ineligible Unsuj!ported Ineligible Unsuj!ported 
($) ($) ($' ($' ($' ($' 

6,335 4,231 592 148 

1,048 

39 

184 

1,220 1,220 

1,886 

7,606 5,451 1,886 592 148 1,220 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

New Years 
gifts 

Office rent 

Office 
supplies 

Photocopying 

Presentation 
and seminars 

Subtotals 
carried 
forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated b)t Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General and Fringe General and 
Overhead Administrative Benef"rts Ovemead Administrative Fringe Benef"rts 

($) ($) ($) 

Ineligible Unsu~lJOrted Ineligible Unsu~lJOrted Ineligible Unsul!lJOrted 
($) ($) ($) ($) ($) ($) 

7,606 5,451 1,886 592 148 1,220 

5,811 5,811 

15,435 15,435 

4,690 

322 

5,696 

39,560 5,451 1,886 21,838 148 1,220 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

INDIRECT COST POOLS (CONTINUED, 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

Travel 

Vehicle 
operation and 
maintenance 

Vehicle rental 

TOTAL 
INDIRECT 
COSTS 

- _ .......... _ .. - .... 
FINANCIAL-RELATED AUDIT OF 

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 
MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

INDIRECT COST POOLS (CONTINUED) 

.. 

Indirect Cost Pool Calculated by Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General ilf\d Fringe General and 

.. -

Overhead Administrative Benef"ns Overhead Administrative Fringe BeneYns 
($) ($) ($) 

Ineligible Unsu~ported Ineligible Unsu~ported Ineligible Unsu~ported 

($) ($) ($) ($) ($) ($) 

65,788 37,920 8,985 23,300 148 1,220 <946> 

16,033 2,510 

7,852 

$ 65,788 $ 61,805 $ 8,985 $ 23,300 $ 148 $ 3,730 $ $ <946> $ 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

Contract Reference 

DIRECT LABOR BASE FOR 1992: 

Pilot Maintenance Center 

National Agriculture Research Project 

National Organization for Potable Water and 
Sanitary Drainage 

language laboratory Maintenance 

TOTAL DIRECT LABOR BASE FOR 1992 

COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1992: 

Direct labor 

Fringe Benefits 

Overhead 

Other Direct Costs 

TOTAL COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1992 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

DIRECT COST BASIS 

Actual 
(Note 2) 

$ 46,959 

40,683 

14,952 

3,604 

$ 106,198 

$ 106,198 

8,985 

65,788 

170,053 

$ 351.024 

Adjustments 
(Note 6) 

$ 

$ 

946 

<23.448> 

$ <22,502> 

Total Actual as 
Adjusted 
(Note 6) 

$ 46,959 

40.483 

14,952 

3,604 

$ 106.198 

$ 106,198 

9,931 

42,340 

170,053 

$ 328.522 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATES FOR 1992: 
(Note 7) 

Fringe Benefit Rate: 9,931 = 9.35% 
106,198 

Overhead Rate: 42,340 = 39.87% 
106,198 

General and 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1992 

DIRECT COST BASIS (CONTINUED) 

Administrative Rate: (61,805-3,730) = 17.68% 
328,522 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATIONS 
INDIRECT COST POOLS 

NOTES TO THE INDIRECT COST RATE CALCULATIONS 

NOTE 1 - SCOPE OF INDIRECT COST POOLS FOR CALENDAR YEAR 1992: 

The "Indirect Cost Pool Calculated by Allied" column includes Allied's final balances for the 
three indirect cost pools: overhead, general and administrative, and fringe benefits. The three 
indirect cost pools represent indirect costs incurred by Allied during the calendar year 1992. 

NOTE 2 - SCOPE OF DIRECT COST BASIS FOR CALENDAR YEAR 1992: 

The" Actual" column includes total direct costs incurred by Allied during the calendar year 
1992. 

NOTE 3 - BASIS OF PRESENTATION: 

The Schedules of Indirect Cost Rate Calculations for Allied have been prepared on the cash 
basis of accounting. Consequently, indirect costs are recognized when paid rather than when 
the obligation is incurred. 

NOTE 4 - FOREIGN EXCHANGE: 

Indirect costs incurred in Egyptian pounds have been converted to U.S. dollars at the exchange 
rate of 3.38 Egyptian Pounds to 1 U.S. dollar. The exchange rate used is the average monthly 
free market exchange rate for the period from January 1, 1992 through December 31, 1995 
as quoted by the Cairo Barclays Bank. 

NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992: 

The "Indirect Cost Pool Exclusions" column are presented for each of the three indirect cost 
pools: overhead, general and administrative, and fringe benefits in two separate categories
ineligible and unsupported. Indirect costs that are ineligible for USAID/Egypt reimbursement 
are thos~ that are not reasonable, not program-related or are prohibited by applicable laws and 
regulations. Unsupported indirect costs are those that are not supported with adequate 
documentation. 

Indirect costs pool exclusions identified as either ineligible or unsupported are detailed as 
follows: 
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~OTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

A. Donations 

1 . Donations that were not supported with proper documentation were included in the indirect 
cost-overhead pool. Consequently, we were unable to determine whether the donations were 
of one of the limited types allowed for in the FAR. 

According to the FAR, Section 31.205-8, Contributions or donations, "contributions or 
donations ... are unallowable except for those provided under the FAR, Section 31.205-1 (e)(31. 
"Public relations and advertising costs," which includes, "cost of ... community 
service ... disaster assistance" etc. 

Allied management agreed that these amounts were included in the indirect cost-overhead pool 
in error. 

We have excluded donations that were not one of the limited types allowed for in the FAR 
(paid for disaster relief) from the indirect cost-overhead pool. 

Total Donations 

B. Dues and subscriptions 

1. Attorney fees which related to reorganization of the corporation were included in the indirect 
cost·overhead pool. 

According to the FAR, Section 31.205-27, Organization Costs, expenditures in connection 
with "planning or executing the organization or reorganization of the corporate structure of a 
business, including mergers and acquisitions, ... are unallowable. Such expenditures include 

27 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ $ 148 

$ $ 148 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS fOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

B. Dues and subscriptions (continued) 

incorporation fees and costs of attorneys. accountants. brokers. promoters & organizers. 
management consultants and investment counselors ..... 

This occurred because Allied was not aware that such costs were unallowable for 
USAID/Egypt reimbursement. 

We have excluded these costs from the indirect cost·overhead pool. 

Total Dues and subscriptions 

C. Meals and entertainment 

1 . Meals and' entertainment costs were included in the indirect cost-general and administrative 
pool. 

According to the fAR. Section 31.205-14. Entertainment costs. "cost of amusement. 
diversion. social activities. and any directly associated cost such as ... meals ... are unallowable." 

This occurred because Allied was unaware that such costs should not be charged to the 
indirect cost-general and administrative pool. 

We have excluded these costs from the indirect cost-general and administrative 
pool.' . 

Total Meals and entertainment 

28 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 592 $ 

$ 592 $ 

$ 1,220 $ 

$ 1.220 $ 

.. - .. - r 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

D. New Year gifts 

1 . The cost of New Year's gifts were included in the indirect cost-overhead pool. 

According to the FAR, Section 31.205-8, Contributions or donations, "contributions or 
donations ... are unallowable except for those provided under the FAR, Section 31.205-1 (e)(31. 
"Public relations and advertising costs," which includes, "cost of ... community 
service ... disaster assistance" etc. 

This occurred because Allied was unaware that such costs should not be charged to the 
indirect cost-overhead pool. 

We have excluded the full amount from the indirect cost-overhead pool. 

Total New Year gifts 

E. Office rent 

1. Estimated office rent was calculated and included in the indirect cost-overhead pool. The 
offices in question are owned by a principal of Allied and a related party and are leased to 
Allied. We also noted two additional points related to the office rent 1) Allied included only a 
portion of the cost in their audited statutory financial statements for office rent and 2) the 
amount included in the indirect cost-overhead pool is substantially higher on a cost-per-square
meter basis than similar flats rented by Allied from third parties. 

29 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

E. Office rent (continued) 

According to the FAR, Section 31.205-36(b)(3), Rental costs, "The following costs are 
allowable: Charges in the nature of rent for property between ... organization under common 
control, to the extent that they do not exceed the normal costs of ownership, such as 
depreciation, ... insurance, facilities, capital cost of money, and maintenance ... " With the 
exception of depreciation, Allied has included all other normal costs of ownership (ie taxes, 
insurance, maintenance in the indirect cost-overhead pool). 

This occurred because Allied management was not aware of the implications of rental of 
property between organizations under common control as defined in the FAR, Section 31.205-
36, "Rental costs." 

Allied should obtain the necessary information to calculate depreciation for the offices and 
then that amount may be charged to the indirect cost-overhead pool. 

We have excluded the estimated office rent costs from the indirect cost-overhead pool. 

Total Office rent 

F. Salaries 

1 . Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-general and 
administrative pool. 

2. The employer's share of social insurance was paid to the Government of Egypt ("GOE") and 
included in the indirect cost-fringe benefits pool. 

30 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 15,435 $ 

$ 15,435 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED}; 

Item Description 

1992 

F. Salaries (continued) 

According to the FAR, Section 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 
The USAID/Egypt generally considers social insurance to be a type of tax. The Bilateral 
Agreement between the United States and Egypt prohibits USAID funds to be used to pay 
taxes or fees assessed by the GOE. 

Although Allied understood that the employer's share of social insurance should not be 
charged to USAID/Egypt as a direct cost, they believe that it could be included in the indirect 
cost-fringe benefit pool. 

We have. excluded the full amount of the employer's share of social insurance paid to the GOE 
from the indirect cost-fringe benefits pool. 

3. The NARP employees were paid for accrued annual leave and these costs were charged as a 
NARP direct cost which should have been charged to the indirect costs-fringe benefits pool. 

According to the FAR, Section 31.205-6, Compensation for personal services, "fringe benefits 
includes cost of vacation and sick leave." Also, the NARP contract subcontractor's (salaries) 
direct cost budget provides only for specifically listed employees and their yearly salaries. 

This occurred because Allied management did not realize that such costs are fringe benefits. 

31 
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Indirect Cost Pool Exclusions 

Unsupported 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

F. Salaries (continued) 

We have excluded these costs from the NARP direct costs and reclassified them to the indirect 
costs-fringe benefit pool. 

4. Employees were paid for accrued annual leave and these costs was charged to Edusystems as 
a direct cost which should have been charged to the indirect costs-fringe benefits pool. 

According to the FAR, Section 31.205-6, Compensation for personal services, "fringe benefits 
includes cost of vacation and sick leave." Also, the Edusystem contract subcontractor's 
(salaries) direct cost budget provides only for specifically listed employees and their yearly 
salaries. 

This occurred because Allied management did not realize that such costs are fringe benefits. 

We have excluded these costs from the Edusystem direct costs and reclassified them to the 
indirect costs-fringe benefit pool. 

Total Salaries 

G_ Telephone. courier. fax 

1 . Sales taxes were paid to the GOE and included in the indirect cost-overhead pool. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ <331 > $ 

$ < 1,432> $ 

$ <946> $ 

- - .. -
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED': 

Item Description 

1992 

G. Telephone, courier, fax (continued) 

According to the FAR, Section 31.205·41, Taxes, "taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 
The bilateral agreement between Egypt and the United States prohibits USAID/Egypt funds to 
be used to pay taxes to the GOE. 

This occurred because tax exemptions have been difficult for Allied to obtain. 

We have excluded all sales taxes from the indirect cost-overhead pool. 

Total Telephone, courier, fax 

H. Travel 

1. An air line ticket was purchased on a non-U.S. air flag carrier. The travel was to Denmark on 
Hungarian Air lines for a marketing employee and Allied did not request prior approval from 
USAID/Egypt for travel on a non-U.S. air flag carrier. This amount was included in the indirect 
cost·general and administrative pool. 

According to USAID Policies derived from the Fly America Act for Air Travel and 
Transportation, all travel must be performed on U.S. air flag carriers. The policy requires that 
in cases when U.S. air flag carrier airlines are not available, a Certification of Unavailability of 
U.S. Air Flag Carriers must be submitted to USAID/Egypt for approval before the trip's 
commencement. For a cost to be charged to the indirect cost pools, for which USAID/Egypt 

33 

Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 1,462 $ 

$ 1,462 $ 
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NOT!= 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

H. Travel (continued) 

will reimburse its share, the cost must be otherwise allowable to be charged as a direct cost to 
USAID/Egypt agreements. 

This occurred because Allied did not realize that air tickets costs included in the indirect cost 
pools must be for travel on U.S. air flag carriers, or that an approved Certification of 
unavailability of U.S. air flag was required. 

We have excluded this cost from the indirect cost·general and administrative pool. 

2. Per diem was paid which exceeded the USAID·approved rates. This occurred for an 
international trip and was included in the indirect cost· general and administrative pool. The per 
diem paid YJas $200 per day for a trip to Denmark by the Allied marketing officer. 

For the period of travel the USAID-approved per diem rates for Denmark is $72 as listed in 
USAID Contractor Notices. 

This occurred because Allied does not require supporting documents for many travel and 
business·related expenses instead opting to include those expenses under per diem. In 
addition, Allied has it's own company-wide Travel Policy and believed that the practice of 
paying per diem according to their travel policy, even if the rates were higher than USAID 
Contractor Notices, was allowable. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 745 $ . 
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1992 (CONTINUED): 

Item Description 

1992 

H. Travel (continued) 

We have excluded per diem costs in excess of the USAID-approved rates from the indirect 
cost general and administrative pool. 

T otal Travel 

NOTE 6 - DIRECT COST BASIS ADJUSTMENTS: 

Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 1,765 $ 

$ 2,510 $ 

The "Adjustments" column represents adjustments to the direct cost basis as determined by our audit procedures. The "Total Actual 
As Adjusted" column represents the final direct cost basis. 

NOTE 7 -INDIRECT COST RATE CALCULATIONS: 

~lIied was authorized to charge indirect costs to the Contracts using provisional rates for the three indirect cost pools: overhead, 
general and administrative costs, and fringe benefits. The basis used to allocate overhead and fringe benefits to the Contracts was 
total direct labor. The basis used to allocate general and administrative to the Contracts was total costs incurred less general and 
administrative. 
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COST 
CATEGORIES 

Advertising 

Audit fee 

Bank charges 

Bid costs 

Cleaning 

Consultant fees 

Depreciation 

Donations 

Dues and 
subscriptions 

Subtotals 
carried forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1993 

Indirect Cost Pool Calculated by Allied 
(Note 1) 

INDIRECT COST POOLS 

Indirect Cost Pool Exclusions 
(Note 5) 

Overhead 
($) 

General and 
Administrative 

($) 

Fringe 
BeneUts 

($) 
Overhead 

General and 
Administrative Fringe BeneFits 

$ 

106 

1,141 

580 

6,080 

2,938 

10,845 

$ 

6,953 

6,953 

$ 

Ineligible 
($) 

$ 

Unsupported 
($) 

$ 

Ineligible 
($) 

$ 

Unsupported 
($) 

$ 

Ineligible 
($) 

$ 

Unsupported 
($) 

$ 

The accompanying notes are an integral part of this fund accountability statement. 
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COST 
CATEGORIES 

Subtotals 
brought 
forw-ard 

Electricity and 
water 

Installation 

Insurance 

Interest 

Meals and 
entertainment 

Medical 
insurance 

Subtotals 
carried forward 

--_ .. _-- - .. - - - - -
FINANCIAL-RELATED AUDIT OF 

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 
MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1993 

. INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated b~ Allied Indirect Cost Pool Exclusions 
(Note 11 (Note 51 

General and Fringe General and 
Overhead Administrative BenefIts Overhead Administrative Fringe Benefrts 

($1 ($1 ($1 

Ineligible Unsul!ported Ineligible Unsul!ported Ineligible Unsul!ported 
($1 ($1 ($1 ($1 ($1 ($) 

10,845 6,953 

2,363 

1,961 

639 639 

2,050 

15,169 7,592 2,050 639 

The accompanying notes are an integral part of this fund accountability statement. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

New Years gifts 

Office rent 

Office supplies 

Photocopying 

Presentation 
and seminars 

Repair and 
maintenance 

Subtotals 
carried forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1993 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General an~ Fringe General and 
Overhead Administrative Benents Overhead Administrative Fringe BenefJts 

($) ($) ($) 

Ineligible Unsu~ported Ineligible Unsu~ported Ineligible Unsu~ported 

($) ($) ($) ($) ($) ($) 

15,169 7,592 2,050 639 

30,133 30,133 

1,687 

699 

1,822 

2,340 

51,850 7,592 2,050 30,133 639 

The accompanying notes are an integral part of this fund accountability statement. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

Salaries 

Telephone, 
courier, fax 

Tips 

Training 

Translation 

Subtotals 
carried forward 

--- .... _---- .. _- .. - --
FINANCIAL-RELATED AUDIT OF 

UNITED STATES AGENCY FOR INTERNA nONAL DEVELOPMENT RESOURCES 
MANAGED BY THE ALLIED CORPORA nON 

INDIRECT COST RATE CALCULA nON FOR CALENDAR YEAR 1993 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by: Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General an~ Fringe General and 
Overhead Administrative Benerrts Overhead Administrative Fringe BeneFrts 

($) ($) ($) 

Ineligible Unsul!~rted Ineligible Unsul!POrted Ineligible Unsul!ported 
($) ($) ($) ($) ($) ($) 

51,850 7,592 2,050 30,133 639 

13,593 36,190 6,530 3,866 

9,124 1,064 

67 67 

74,567 43,849 8,580 31,197 706 3,866 

Finding 
Reference 

Finding C, 
Page 47 

Finding 0, 
Page 48 

Finding E, 
page 48 

The accompanying notes are an integral part of this fund accountability statement. 

39 



I 
Coopers 
&Lybrand 

COST 
CATEGORIES 

Subtotals 
brought 
forward 

Travel 

Vehicle 
operation and 
maintenance 

Vehicle rental 

TOTAL 
INDIRECT 
COSTS 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1993 

INDIRECT COST POOLS (CONTINUED' 

Indirect Cost Pool Calculated b~ Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General m:ad Fringe General and 
Overhead Administrative Benefits Overhead Administrative Fringe Benetits 

($) ($) ($) 

Ineligible Unsu~ported Ineligible Unsu~ported Ineligible Unsu~ported 

($) ($) ($) ($) ($) ($) 

74.567 43.849 8.580 31,197 706 3,866 

56.331 32,746 

3.364 

74.567 103.544 8,580 31.197 33.452 3.866 

The accompanying notes are an integral part of this fund accountability statement. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

Contract Reference 

DIRECT LABOR BASE FOR 1993: 

National Agriculture Research Project 

National Organization for Potable Water and 
Sanitary Drainage 

AG Monitoring (SAM) 

Procurement Services Agent 

Language Laboratory Maintenance 

TOTAL DIRECT LABOR BASE FOR 1993 

COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1993: 

Direct Labor 

Fringe Benefits 

Overhead 

Other Direct Costs 

TOTAL COSTS BEFORE GENERAL AND 
ADMINISTRATIVE FOR 1993 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1993 

DIRECT COST BASIS 

Actual 
(Note 2) 

$ 5,482 

30,899 

8,625 

4,305 

4,538 

$ 53,849 

$ 53,849 

8,580 

74,567 

175,520 

$ 312,516 

Adjustments 
(Note 6) 

$ -

408 

$ 408 

$ 408 

<3,866> 

<31,197> 

$ <34,655> 

Total Actual as 
Adjusted 
(Note 6) 

$ 5,482 

30,899 

8,625 

4,713 

4,538 

$ 54,257 

$ 54,257 

4,714 

43,370 

175,520 

$ 277.861 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1993 

DIRECT COST BASIS (CONTINUED, 

INDIRECT COST RATES FOR 1993: 
(Note 7) 

Fringe Benefit Rate: 

Overhead Rate: 

General and 
Administrative Rate: 

4.714 = 8.69% 
54.257 

43.370 = 19.93% 
54,257 

(103,544-33,452) = 25.23% 
277,861 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATIONS 
INDIRECT COST POOLS 

NOTES TO THE INDIRECT COST RATE CALCULATIONS 

NOTE 1 - SCOPE OF INDIRECT COST POOLS FOR CALENDAR YEAR 1993: 

The "Indirect Cost Pool Calculated by Allied" column includes Allied's final balances for the 
three indirect cost pools: overhead, general and administrative, and fringe benefits. The three 
indirect cost pools represent indirect costs incurred by Allied during the calendar year 1993. 

NOTE 2 - SCOPE OF DIRECT COST BASIS FOR CALENDAR YEAR 1993: 

The" Actual" column includes total direct costs incurred by Allied during the calendar year 
1993. 

NOTE 3 - BASIS OF PRESENTATION: 

The Schedules of Indirect Cost Rate Calculations for Allied have been prepared on the cash 
basis of accounting. Consequently, indirect costs are recognized when paid rather than when 
the obligation is incurred. 

NOTE 4 - FOREIGN EXCHANGE: 

Indirect costs incurred in Egyptian pounds have been converted to U.S. dollars at the exchange 
rate of 3.38 Egyptian Pounds to 1 U.S. dollar. The exchange rate used is the average monthly 
free market exchange rate for the period from January 1, 1992 through December 31, 1995 
as quoted by the Cairo Barclays Bank. 

NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993: 

The "Indirect Cost Pool Exclusions" column are presented for each of the three indirect cost 
pools: overhead, general and administrative, and fringe benefits in two separate categories
ineligible and unsupported. Indirect costs that are ineligible for USAID/Egypt reimbursement 
are those that are not reasonable, not program-related or are prohibited by applicable laws and 
regulations. Unsupported indirect costs are those that are not supported with adequate 
documentation. 

Indirect costs pool exclusions identified as either ineligible or unsupported are detailed as 
follows: 
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

A. Meals and entertainment 

1 . Meals and entertainment costs were included in the indirect cost-general and administrative 
pool. 

According to the FAR, Section 31.205-14, Entertainment costs, "cost of amusement, 
diversion, social activities, and any directly associated cost such as ... meals ... are unallowable." 

This occurred because Allied was unaware that such costs could not be charged to the pool. 

We excluded these costs from the indirect cost-general and administrative pool. 

Total Meals and entertainment 

s. Office rent 

1 . Estimated office rent was calculated and included in the indirect cost-overhead pool. The 
offices in question are owned by a principal of Allied and a related party and are leased to 
Allied. We also noted two additional points related to the office rent 1) Allied included only a 
small portion of the amount in their audited statutory financial statements for office rent and 
2) the amount included in the indirect cost-overhead pool is substantially higher on a cost-per
square-meter basis than similar flats rented by Allied from third parties. 

According to ttie FAR, Section 31.205-36(b)(3), Rental costs, "The following costs are 
allowable: Charges in the nature of rent for property between ... organization under common 
control, to the extent that they do not exceed the normal costs of ownership, such as 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 639 $ 

$ 639 $ 
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS fOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

B. Office rent (Continued) 

depreciation, .. .insurance, facilities, capital cost of money, and maintenance ... " With the 
exception of depreciation, Allied has included all other normal costs of ownership (ie taxes, 
insurance, maintenance in the indirect cost-overhead pool). 

This occurred because Allied management was not aware of the implications of rental of 
property between organizations under common control as defined in the FAR, Section 31.205-
36, "Rental costs." 

Allied should obtain the necessary information to calculate depreciation for the offices and 
then that amount may be charged to the indirect cost-overhead pool. 

We have excluded the estimated office rent costs from the indirect cost-overhead pool. 

Total Office rent 

C. Salaries 

1. Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-general 
and administrative pool. 

2. The employer's share of social insurance was paid to the Government of Egypt ("GOE") and 
included in the indirect cost-fringe benefits pool. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 30,133 $ 

$ 30,133 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED' 

Item Description 

1993 

C_ Salaries (Continued' 

According to the FAR, Section 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 
The USAID/Egypt generally considers social insurance to be a type of tax. The Bilateral 
Agreement between the United States and Egypt prohibits USAID funds to be used to pay 
taxes or fees assessed by the GOE. 

Although Allied understood that the employer's share of social insurance should not be 
charged to USAID/Egypt as a direct cost, they believe that it could be included in the indirect 
cost-fringe benefit pool. 

We have excluded the full amount of the employer's share of social insurance paid to the GOE 
from the indirect cost-fringe benefits pool. 

3. Employees were paid for accrued annual leave and these costs was charged to the NARP 
project as a direct cost which should more appropriately been charged to the indirect costs
fringe benefits pool. 

According to the FAR, Section 31.205-6, Compensation for personal services, "fringe benefits 
includes cost of vacation and sick leave." Also, the NARP contract subcontractor's (salaries) 
direct cost budget provides only for specifically listed employees and their yearly salaries. 

This occurred because Allied management did not realize that such costs are fringe benefits. 

We have excluded these costs from the NARP direct costs and reclassified them to the 
indirect costs-fringe benefit pool. 
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Indirect Cost Pool Exclusions 
Ineli~ible Unsupported 

$ 4,849 $ 

$ <983> $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

c. Salaries (Continued) 

Total Salaries 

D. Telephone, courier, fax 

1. Personal telephone bills for one of Allied's employees was included in the indirect cost
overhead pool. 

For a cost to be allocable to the USAID/Egypt agreements, the cost must relate to the business 
activities of Allied. The business purpose must be clearly identifiable; personal telephone bills 
are not allocable to the project. 

Allied's management claimed that these telephone calls were business-related, but did not 
provide evidence to support this claim. 

2. Sales taxes were paid to the GOE and included in the indirect cost-overhead pool. 

According to the FAR, Section 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 

The bilateral agreement between Egypt and the United States prohibits USAID/Egypt funds to 
be used to pay taxes to the GOE. 

This occurred because tax exemptions have been difficult for Allied to obtain. 

We have excluded all sales taxes from the indirect cost-overhead pool. 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 3,866 $ 

$ 181 $ 

$ 883 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

D. Telephone. courier. fax (continued) 

Total Telephone. courier. fax 

E. Tips 

1 . Tips were paid and included in the indirect cost·general and administrative pool. 

According to the FAR, Section 31.205·8, Contributions or donations, "contributions or 
donations ... are unallowable ... " 

Allied management agreed that these costs should not have been included in the indirect cost
general and administrative pool: 

We excluded the full amount from the indirect cost-general and administrative pool. 

Total Tips 

F. Travel 

Cost for a trip to the United States "and Italy for an Allied Principal and his wife for the period 
from October 22 through November 7, 1993 were paid and included in the indirect cost
general and administrative pool. The disbursement contained the following ineligible and 
unsupported amounts: 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 1,064 $ 

$ 67 $ 

$ 67 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED, 

Item Description 

1993 

F. Travel (continued' 

1. Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-general 
and administrative pool. 

2. Restaurant expenses were paid in Italy and Washington, D.C. and included in the indirect cost
general and administrative pool. although, the travellers received per diem. 

According to USAID Contractor Notices, per diem includes a provision for the cost of meals. 

This occurred because Allied follows its own travel policy which differs substantially from 
USAID policies. 

We excluded the full amount from the indirect cost-general and administrative pool. 

3. Amounts ·paid for various travel·that were incorrectly calculated were included in the indirect 
cost-general and administrative pool. 

Actual and correctly calculated expenses may be considered for USAID/Egypt reimbursement. 

This occurred because the Allied accountant made an error. 

Excess charges are excluded from t!"le indirect cost-general and administrative pool. 

Allied included amounts in the indirect cost-general and administrative pool paid for a trip to 
France and Spain for an Allied Principal and his wife. The disbursement contained the 
following ineligible amounts: 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 112 $ 

$ 4,697 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

F. Travel (Continued) 

4. Medical expenses were included, although the travellers received per diem. 

According to USAIDContractor Notices, per diem contains a provision for incidentals. 

This occurred because Allied follows its own travel policy which differs substantially from 
USAID policies. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

5. Restaurant expenses were paid in Spain and France and included in the indirect cost-general 
and administrative pool and, in addition, although, the travellers received per diem. 

According to USAID Contractor Notices, per diem includes a provision for the eligible traveler's 
meals .. 

This occurred because Allied follows its own travel policy which differs substantially from 
USAID policies. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

6. An air line ticket was purchased on a non-U.S. air flag carrier. The travel was to France on Air 
France Air Lines and Allied did not request prior approval from USAID/Egypt for travel on a 
non-U.S. air flag carrier. The was included in the indirect cost-general and administrative pool. 

According to USAID Policies derived from the Fly America Act for "Air Travel and 
Transportation," all travel must be performed on U.S. air flag carriers. The policy requires that 
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Indirect Cost Pool Ext; .... sions 

Ineligible Unsupported 

$ 54 $ 

$ 2,991 $ 
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

F. Travel (Continued) 

in cases when U.S. air flag carrier airlines are not available. a Certification of Unavailability of 
U.S. Air Flag Carriers must be submitted to USAID/Egypt for approval before the trip's 
commencement. For a cost to be charged to the indirect cost pools. for which USAID/Egypt 
will reimburse its share. the cost must be otherwise allowable to be charged as a direct cost to 
USAID/Egypt agreements. 

This occurred because Allied management did not realize they had to fly American carriers or 
that an approved Certification of unavailability of U.s. air flag was required for tickets 
purchased and charged to the indirect cost pools. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

7. Perdiem paid for trips outside of Egypt and lodging costs which exceeded the USAID-approved 
rates were included in the indirect cost-general and administrative pool. 

The USAID-approved per diem and lodging rates are listed in USAID Contractor Notices. 

This occurred because Allied does not require supporting documents to be provided for many 
travel and business-related expenses opting to include those expenses under per diem. In 
addition. Allied believed that the practice of paying per diem and lodging according to their 
own travel policy even if the rates are higher than those listed in USAID Contractor Notices 
was allowed. 

We have excluded per diem costs in excess of the USAID-approved rates from the indirect 
cost general and administrative pool. 
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Ineligible Unsupported 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1993 (CONTINUED) 

Item Description 

1993 

F. Travel (Continued) 

Total Travel 
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Indirect Cost Pool Exclusions 

Ineli~ible Unsupported 
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NOTE 6 - DIRECT COST BASIS ADJUSTMENTS FOR CALENDAR YEAR 1993: 

The "Adjustments" column represents adjustments to the direct cost basis as determined by our audit procedures. We have 
identified the following adjustments for calendar year 1993: 

-
Direct Cost Basis Adjustments 

PSA 

1. Allied included net direct salaries in the direct cost base rather than the gross salary. We have 
adjusted the direct cost basis to reflect the salary costs at the gross amount. 

Total Direct Cost Basis Adjustments-Direct Labor-PSA 

The "Total Actual As Adjusted" column represents the final direct cost basis. 

NOTE 7 - INDIRECT COST RATE CALCULATIONS FOR CALENDAR YEAR 1993: 

$ 408 

$ 408 

Allied was authorized to charge indirect costs to the Contracts using provisional rates for the three indirect cost pools: overhead, general 
and administrative costs, and fringe benefits. The basis used to allocate overhead and fringe benefits to the Contracts was total direct 
labor. The basis used to allocate general and administrative to the Contracts was total costs incurred less general and administrative. 

53 

-



I 
Coopers 
&Lybrand 

COST 
CATEGORIES 

Advertising 

Audit fee 

Bank charges 

Bid costs 

Cleaning 

Consultant fees 

Depreciation 

Donations 

Dues and 
subscriptions 

Electricity and 
water 

Subtotal carried 
forward 

fiNANCIAL-RELATED AUDIT Of 
UNITED STATES AGENCY fOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION fOR CALENDAR YEAR 1994 

Indirect Cost Pool Calculated by Allied 
(Note 1) 

INDIRECT COST POOLS 

Indirect Cost Pool Exclusions 
(Note 5) 

Overhead 
($) 

General and 
Administrative 

($) 

Fringe 
BeneYrts 

($) 
Overhead 

General and 
Administrative Fringe BeneYrts 

20 

450 

1,094 

602 

5,465 

10,153 

59 

4,880 

2,426 

19,664 5,485 

Ineligible 
($) 

501 

501 

Unsupported 
($) 

59 

59 

Ineligible 
($) 

Unsupported 
($) 

Ineligible 
($) 

Unsupported 
($) 

Finding 
Reference 

Finding A, 
Page 62 

Finding B, 
Page 63 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotal 
brought 
forward 

Installation 

Insurance 

Interest 

Meals and 
entertainment 

Medical" 
insurance 

New Years gifts 

Subtotal carried 
forward 

fiNANCIAL-RELATED AUDIT Of 
UNITED STATES AGENCY fOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION fOR CALENDAR YEAR 1994 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by: Allied Indirect Cost Pool Exclusions 
(Note 1, (Note 5' 

General and Fringe General and 
Overhead Administrative Benerrts Overhead Administrative Fringe Benefits 

($' ($' ($' 

Ineligible Unsul!ported Ineligible Unsul!ported Ineligible Unsul!ported 
($' ($' ($' ($' ($' ($' 

19,664 5,485 501 59 

1,587 

1,937 1,937 

946 946 

2,579 

23,188 9,010 2,438 59 946 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotal 
brought 
forward 

Office rent 

Office supplies 

Photocopying 

Presentation 
and seminars 

Repair and 
maintenance 

Subtotals 
carried forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1994 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by: Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General a!ld Fringe General and 
Overhead Administrative Benerds Overhead Administrative Fringe Benerds 

($) ($) ($) 

Ineligible Unsu~ported Ineligible Unsu~ported Ineligible Unsu~ported 

$) ($) ($) ($' ($) ($) 

23,188 9,010 2.438 59 946 

35,279 35,279 

2,929· 

579 

2,627 

2,866 

67.468 9,010 37,717 59 946 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

Salaries 

Telephone, 
courier, fax 

Tips 

Training 

Translation 

Subtotals 
carried forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1994 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated b~ Allied Indirect Cost Pool Exclusions 
(Note 1, (Note 5, 
General and Fringe General and 

Overhead Administrative Benefits Overhead Administrative Fringe Benefits 
($) ($' ($' 

Ineligible Unsul!PDrted Ineligible Unsul!PDrted Ineligible Unsul!PDrted 
($) ($) ($) ($) ($) ($) 

67,468 9,010 37,717 59 946 

9,510 42,504 5,309 467 

9,970 921 

67 67 

86,948 51,581 5,309 38,638 59 1,013 467 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotals 
brought 
forward 

Travel 

Vehicle 
operation and 
maintenance 

Vehicle rental 

TOTAL 
INDIRECT 
COSTS 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULA nON FOR CALENDAR YEAR 1994 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated bl Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General iijld Fringe General and 
Overhead Administrative Benefits Overhead Administrative Fringe BenefIts 

($) ($) ($) 

Ineligible Unsul!oorted Ineligible Unsul!oorted Ineligible Unsul!oorted 
($) ($) ($) ($) ($) ($) 

86,948 51,581 5,309 38,638 59 1,013 467 

37,919 6,987 i,507 

7,703 

86,948 97,203 5.309 38.638 59 8.000 2.507 467 = 

Finding 
Reference 

Finding I, 
Page 70 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

Contract Reference 

DIRECT LABOR BASE FOR 1994: 

National Organization for Potable Water and 
Sanitary Drainage 

Bechtel 

Tenders 

layout 

AG. Monitoring-SAM 

Procurement Services 
Agent 

Language Laboratory Maintenance 

TOTAL DIRECT LABOR BASE FOR 1994 

COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1994: 

Direct labor 

Fringe Benefits 

Overhead 

Other Direct Costs 

TOTAL COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1994 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1994 

DIRECT COST BASIS 

Actual 
(Note 2) 

$ 28,302 

3,285 

3,064 

3,067 

16,588 

9,572 

5,451 

$ 69.329 

$ 69,329 

5,309 

86,948 

115,018 

$ 276.604 

Adjustments 
(Note 6) 

$ 

$ 

<467> 

<38,697> 

$ <39,164> 

Total Actual as 
Adjusted 
(Note 61 

$ 28,302 

3,285 

3,064 

3,067 

16,588 

9,572 

5,451 

$ 69.329 

$ 69,329 

4,842 

48,251 

115,018 

$ 237,440 

The accompanying notes are an integral part of this indirect cost rate calculation_ 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVElOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATES FOR 1994: 
(Note 7) 

Fringe Benefit Rate: 

Overhead Rate: 

General and 

4,842 = 6.98% 
69,329 

48,251 = 69.60% 
69,329 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1994 

DIRECT COST BASIS (CONTINUED) 

Administrative Rate: 97,203-10,507 = 36.51% 
237,440 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATIONS 
INDIRECT COST POOLS 

NOTES TO THE INDIRECT COST RATE CALCULATIONS 

NOTE 1 - SCOPE OF INDIRECT COST POOLS FOR CALENDAR YEAR 1994: 

The "Indirect Cost Pool Calculated by Allied" column includes Allied's final balances for the 
three indirect cost pools: overhead, general and administrative, and fringe benefits. The three 
indirect cost pools represent indirect costs incurred by Allied during the calendar year 1994. 

NOTE 2 - SCOPE OF DIRECT COST BASIS FOR CALENDAR YEAR 1994: 

The" Actual" column includes total direct costs incurred by Allied during the calendar year 
1994. 

NOTE 3 - BASIS OF PRESENTATION: 

The Schedules of Indirect Cost Rate Calculations for Allied have been prepared on the cash 
basis of accounting. Consequently, indirect costs are recognized when paid rather than when 
the obligation is incurred. 

NOTE 4 - FOREIGN EXCHANGE: 

Indirect costs incurred in Egyptian pounds have been converted to U.S. dollars at the exchange 
rate of 3.38 Egyptian Pounds to 1 U.S. dollar. The exchange rate used is the average monthly 
free market exchange rate for the period from January 1, 1992 through December 31, 1995 
as quoted by the Cairo Barclays Bank. 

NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994: 

The "Indirect Cost Pool Exclusions" column are presented for each of the three indirect cost 
pools: overhead, general and administrative, and fringe benefits in two separate categories
ineligible and unsupported. Indirect costs that are ineligible for USAID/Egypt reimbursement 
are those that are not reasonable, not program-related or are prohibited by applicable laws and 
regulations. Unsupported indirect costs are those that are not supported with adequate 
documentation. 

Indirect costs pool exclusions identified as either ineligible or unsupported are detailed as 
follows: 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

It~m Description 

1994 

A. Donations 

1 . Donations that were not supported with proper documentation and were included in the 
indirect cost-overhead pool. Consequently, we were unable to determine whether the 
donations were of one of the limited types allowed for in the FAR. 

According to the FAR, Section 31.205-8, Contributions or donations, "contributions or 
donations ... are unallowable ..... 

Allied management agreed that these amounts were included in the indirect cost-overhead pool 
in error. 

We have excluded the full amount from the indirect cost-overhead pool. 

Total Donations 

8. Dues and subscriptions 

1 . A television satellite dish subscription for apartment 131 was paid and included in the indirect 
cost-overhead pool. 

According to the FAR, Section 31.201-3(b)(1L Determining Reasonableness, a "cost is 
reasonable [when the cost is) ... recognized as ordinary and necessary for the conduct of the 
contractor's business." 

This type of expense was questioned in a prior audit report and Allied management agreed in 
their management comments to the draft report that such an expense is ineligible for 
USAID/Egypt reimbursement. However, Allied management stated that subscription cost is a 
compulsory expense on every apartment as there is a central dish for the entire building. 

62 

Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ - $ 59 

$ _-_ $ 59 

- - - - - - - - -- -
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

Item Description 

1994 

B. Dues and subscriptions (Continued) 

Allied may be required to pay the cost, but it is ineligible for USAID/Egypt reimbursement. 
Accordingly, we have e)!:cluded the full amount from the indirect cost-overhead pool. 

-

2. Real estate taxes on Allied-owned property was included in the indirect cost-overhead pool. 

According to FAR 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt reimbursement 
if they are, "taxes of which exemptions are directly or indirectly available." The Bilateral 
Agreement between the United States and Egypt prohibits USAID funds to be used to pay 
taxes or fees assessed by the GOE. 

Allied management charged the taxes to the indirect cost pools because they have not 
obtained an exemption from such taxes. 

We have excluded the full amount from the indirect cost-overhead pool. 

Total Dues and subscriptions 

C. Interest 

1. Interest paid for an installment purchase was included in the indirect cost-overhead pool. 

According to the FAR, Section 31.205, Indirect and Other Financial Costs, "Interest on 
borrowings (However represented), bond discounts, costs of financing and refinancing capital, 
... etc are unallowable." 

63 

- - --
Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 296 $ 

$ 205 $ 

$ 501 $ 

-



I Coopers 
&Lybrand 

NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

Item Description 

1994 

C. Interest (Continued) 

Allied management agreed that this amount should be excluded from the indirect cost
overhead pool. 

We have excluded the full amount from the indirect cost·overhead pool. 

Total Interest 

D. Meals and entertainment 

1. Meals and entertainment costs were included in the indirect cost-general and administrative 
pool. 

According to the FAR, Section 31.205-14, Entertainment costs, "cost of amusement, 
diversion, social activities, and any directly associated cost such as ... meals ... are unallowable." 

This occurred because Allied was unaware that such costs could not be charged to the pool. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

Total Meals and entertainment 

64 

- - -

Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 1 ,937 $ 

$ 1,937 $ 

$ 946 $ 

$ 946 $ 

- - - - -
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

Item Description 

1994 

E. Office rent 

1. Estimated office rent was calculated and included in the indirect cost-overhead pool. The 
offices in question are owned by a principal of Allied and a related party and are leased to 
Allied. We also noted two additional points related to the office rent 11 Allied included only a 
small portion of the amount in their audited statutory financial statements for office rent and 
21 the amount included in the indirect cost-overhead pool is substantially higher on a cost-per
square·meter basis than similar flats rented by Allied from third parties. 

According to the FAR, Section 31.205-36(b)(3)' Rental costs, "The following costs are 
allowable: Charges in the nature of rent for property between ... organization under common 
control, to the extent that they do not exceed the normal costs of ownership, such as 
depreciation, .. .insurance, facilities, capital cost of money, and maintenance ... " With the 
exception of depreciation, Allied has included all other normal costs of ownership (ie taxes, 
insurance, maintenance in the indirect cost-overhead pool) .. 

This occurred because Allied management was not aware of the implications of rental of 
property between organizations under common control as defined in the FAR, Section 31.205-
36, "Rental costs." 

Allied should obtain the necessary information to calculate depreciation for the offices and 
then that amount may be charged to the indirect cost-overhead pool. 

We have excluded the estimated office rent costs from the indirect cost-overhead pool. 

Total Office rent 

65 

- - - -
Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 35,279 $ 

$ 35,279 $ 

-
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 ,CONTINUED): 

Item Description 

1994 

F. Salaries 

1. Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-general 
and administrative pool. 

2. The employer's share of social insurance was paid to the Government of Egypt '''GOE'') and 
included in the indirect cost-fringe benefits pool. 

According to the FAR, Section 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 
The USAID/Egypt generally considers social insurance to be a type of tax. The Bilateral 
Agreement between the United States and Egypt prohibits USAID funds to be used to pay 
taxes .or fees assessed by the GOE. 

AlthoughAllied understood that the employer's share of social insurance should not be 
charged to USAID/Egypt as a direct cost, they believe that it could be included in the indirect 
cost-fringe benefit pool. 

We have excluded the full amount of the employer's share of social insurance paid to the GOE 
from the indirect cost-fringe benefits pool. 

Total Salaries 

66 

- - - - - - - ~ - - - -

Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 467 $ 

$ 467 $ 

- - - - -
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED,: 

Item Description 

1994 

G. Telephone. courier. fax 

1. Sales taxes were paid to the GOE and included in the indirect cost-overhead pool. 

According to the FAR. Section 31.205-41. Taxes. taxes paid are ineligible for USAID/Egypt 
reimbursement if they are. "taxes of which exemptions are directly or indirectly available." 
The bilateral agreement between Egypt and the United States prohibits USAID/Egypt funds to 
be used to pay taxes to the GOE. 

This occurred because tax exemptions have been difficult for Allied to obtain. 

We have excluded all sales taxes from the indirect cost-overhead pool. 

Total Telephone. courier. fax 

67 

Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 921 $ 

$ 921 $_--

- -
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

Item Description 

1994 

H. Tips 

1 . Tips were paid and included in the indirect cost-general and administrative pool. 

According to the FAR, Section 31.205-8, Contributions or donations, "contributions or 
donations ... are unallowable ..... 

Allied management agreed that these costs should not have been included in the indirect cost
general and administrative pool. 

We excluded the full amount from the indirect cost-general and administrative pool. 

Total Tips 

I. Travel 

Costs for a trip to Italy for an Allied principal and his wife were included in the indirect cost
general and administrative pool. The disbursement contained the following ineligible and 
unsupported amounts: 

1. Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-general 
and administrative pool. 

68 

- - - - - - - - - - - -

Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 67 $ 

$ 67 $ 

- - - - _I 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

Item Description 

1994 

I. Travel (continued) 

2. The lodging charges were not supported with any third-party documentation. 

For a cost to be eligible for USAID/Egypt reimbursement, the cost should be properly 
supported by documents and records to prove that the event occurred. 

Allied was unable to locate the documentation to support this expense. 

We have excluded the full unsupported cost of lodging from the indirect cost-general and 
administrative pool. 

3. Restaurant expenses were paid in Italy and included in the indirect cost-general and 
administrative pool; although, the travellers received per diem. 

According to USAID Contractor Notices, per diem has a provision for the cost of meals. 

This occurred because Allied follows its own travel policy which differs substantially from 
USAID policies. 

We excluded the full amount from the indirect cost-general and administrative pool. 
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- - - - -
Indirect Cost Pool Ex.:.~ 'sions 

Ineligible Unsupported 

$ $ 2,507 

$ 1,090 $ 

.. 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1994 (CONTINUED): 

Item Description 

1994 

I. Travel (Continued) 

4. Amounts paid for perdiem outside of Egypt which exceeded the USAID-approved rates were 
included in the indirect cost-general and administrative pool. 

The USAID-approved rates are listed in the Contractor Notices. 

This occurred because Allied does not require supporting documents to be provided for many 
travel and business-related expenses opting to include those expenses under perdiem. In 
addition, Allied believed that the practice of paying perdiem and lodging according to their own 
travel policy even if the rates are higher than those listed in USAID Contractor Notices was 
allowed. 

We have excluded amounts paid in excess of the USAID-approved rates from the indirect cost
general and administrative pool. 

Total Travel 

NOTE 6 - DIRECT COST BASIS ADJUSTMENTS: 

Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 5,897 $ 

$ 6,987 $ 2,507 

The "Adjustments" column represents adjustments to the direct cost basis as determined by our audit procedures. The "Total Actual 
As Adjusted" column represents the final direct cost basis. 
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NOTE 7 -INDIRECT COST RATE CALCULATIONS: 

Allied was a thorized to charge indirect costs to the Contracts using provisional rates for the 
three indirec: cost pools: overhead, general and administrative costs, and fringe benefits. The 
basis used to allocate overhead and fringe benefits to the Contracts was total direct labor. 
The basis used to allocate general and administrative to the Contracts was total costs incurred 
less general and administrative. 
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COST 
CATEGORIES 

Advertising 

Audit fee 

Bank' charges 

Bid costs 

Cleaning 

Consultant fees 

Depreciation 

Donations 

Dues and 
subscriptions 

Electricity and 
water 

Subtotal carried 
forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

Indirect Cost Pool Calculated by Allied 
(Note 1) 

INDIRECT COST POOLS 

Indirect Cost Pool Exclusions 
(Note 5) 

Overhead 
($) 

General and 
Administrative 

($) 

Fringe 
Benef"lts 

($) 
Overhead 

General and 
Administrative Fringe BeneUts 

253 

1,669 

684 

7,175 

16,157 

666 

3,720 

2,781 

25,930 7,175 

Ineligible 
($) 

205 

205 

Unsupported 
($) 

Ineligible 
($) 

Unsupported 
($) 

Ineligible 
($) 

Unsupported 
($) 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotal 
brought 
forw.ard 

Installation 

Insurance 

Interest 

Meals and 
entertainment 

Medical 
insurance 

New Years gifts 

Subtotal carried 
forward 

....... - - 1lIIIt, - - - - .. 
FINANCIAL-RELATED AUDIT OF 

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 
MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General an~ Fringe General and 

- .. 

Overhead Administrative Benefits ___ ~verhei!(L_ Admif!i~tr~1ive Fringe BeneCns 
($) 1$) ($) 

Ineligible Unsu~ported Ineligible Unsu~ported Ineligible Unsu~ported 

($) ($) ($) ($) ($) ($) 

25,930 7,175 205 

4,539 

1.581 1,581 

320 2,251 

30,469 9,076 2,251 205 1,581 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotal 
brought 
forward 

Office rent 

Office supplies 

Photocopying 

Presentation 
and seminars 

Repair and 
maintenance 

Subtotal carried 
forward 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated b~ Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General and Fringe General and 
Overhead Administrative Benef"rls Overhead Administrative Fringe Benef"rls 

($) ($) ($) 

Ineligible Unsu~ported Ineligible Unsu~ported Ineligible Unsu~ported 

($) ($) ($) ($) ($) ($) 

30,469 9,076 2,251 205 1,581 

33,806 33,806 

4,760 

888 

1,234 

3,158 

74,315 9,076 2,251 34,011 1,581 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated b~ Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5) 

General and Fringe General and 

- - - - .. 

CATEGORIES Overhead Administrative Benerrts Overhead Administrative Fringe Benerrts 
($) ($) ($) 

Finding 
Ineligible Unsu~rted Ineligible Unsul!ported Ineligible Unsul!ported 'ileference 

($) ($) ($) ($) ($) ($) 

Subtotal 
brought 
forward 74,315 9,076 2,251 34,011 1,581 

Finding E, 
Salaries 24,090 24,675 19,166 5,718 Page 83 

Telephone, Finding F, 
courier, fax 14,991 1,698 Page 84 

Finding G, 
Tips 11,413 11,413 Page 85 

Training 

Translation 

Subtotal carried 
forward 113,3!}6 45,164 21,417 35,709 12,994 5,718 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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COST 
CATEGORIES 

Subtotal 
brought 
forward 

Travel 

Vehicle 
operation and 
maintenance 

Vehicle rental 

TOTAL 
INDIRECT 
COSTS 

FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

INDIRECT COST POOLS (CONTINUED) 

Indirect Cost Pool Calculated by: Allied Indirect Cost Pool Exclusions 
(Note 1) (Note 5' 

General and Fringe General and 
Overhead Administrative BenefIts Overhead Administrative Fringe Benefits 

($) ($' ($) 

Ineligible Unsu~ported Ineligible Unsul!ported Ineligible Unsul!ported 
($) ($) ($' ($' ($' ($) 

113,396 45,164 21.417 35,709 12,994 5,718 

34,512 25,516 1,249 

8,239 

~124 

113.396 103,Q39 21.417 35.709 38.510 1.249 5.718 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

Contract Reference 

DIRECT LABOR BASE FOR 1995: 

Tenders 

The Arab Republic of Egypt National 
Telephone Organization 

M & E (AGOSD) project 

Damanhour Training Center 

DEPHA 

AG Monitoring (SAM) 

Procurement Services Agent 

language laboratory Maintenance 

TOTAL DIRECT LABOR BASE FOR 1995 

COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1995: 

Direct labor 

Fringe Benefits 

Overhead 

Other Direct Costs 

TOTAL COSTS BEFORE GENERAL AND 
ADMINISTRATIVE BASE FOR 1995 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

DIRECT COST BASIS 

Actual 
(Note 2) 

$ 2,341 

70,908 

9,771 

10,636 

2,456 

22,054 

10,873 

7,840 

$ 136,879 

$ 136,879 

21,417 

113,396 

195,805 

$ 467,497 

Adjustments 
(Note 6) 

$ 

<2,341 > 

$ <2,341 > 

$ <2,341 > 

<5,718> 

<35,709> 

$ <43,768> 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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Total Actual as 
Adjusted 
(Note 6) 

$ 2,341 

70,908 

9,771 

10,636 

2,456 

22,054 

8,532 

7,840 

$ 134,538 

$ 134,538 

15,699 

77,687 

195,805 

$ 423,729 

- -

Finding Reference 

Finding 1, Page 91 

Finding 1, Page 91 

Page 76 

Page 76 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPORATION 

INDIRECT COST RATES FOR 1995: 
(Note 7) 

Fringe Benefit Rate: 

Overhead Rate: 

General and 
Administrative 

15,699 = 11.67% 
134.538 

77.687 = 57.74% 
134.538 

INDIRECT COST RATE CALCULATION FOR CALENDAR YEAR 1995 

DIRECT COST BASIS (CONTINUED) 

Rate: 103.039-38.510-1.249 = 14.93% 
423.729 

The accompanying notes are an integral part of this indirect cost rate calculation. 
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FINANCIAL-RELATED AUDIT OF 
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT RESOURCES 

MANAGED BY THE ALLIED CORPO~4.TION 

INDIRECT COST RATE CALCULATIONS 
INDIRECT COST POOLS 

NOTES TO THE INDIRECT COST RATE CALCULATIONS 

NOTE 1 - SCOPE OF INDIRECT COST POOLS FOR CALENDAR YEAR 1995: 

The "Indirect Cost Pool Calculated by Allied" column includes Allied's final balances for the 
three indirect cost pools: overhead, general and administrative, and fringe benefits. The three 
indirect cost pools represent indirect costs incurred by Allied during the calendar year 1995. 

NOTE 2 - SCOPE OF DIRECT COST BASIS FOR CALENDAR YEAR 1995: 

The" Actual" column includes total direct costs incurred by Allied during the calendar year 
1995. 

NOTE 3 - BASIS OF PRESENTATION: 

The Schedules of Indirect Cost Rate Calculations for Allied have been prepared on the cash 
basis of accounting. Consequently, indirect costs are recognized when paid rather than when 
the obligation is incurred. 

NOTE 4 - FOREIGN EXCHANGE: 

Indirect costs incurred in Egyptian pounds have been converted to U.S. dollars at the exchange 
rate of 3.38 Egyptian Pounds to 1 U.S. dollar. The exchange rate used is the average monthly 
free market exchange rate for the period from January 1, 1992 through December 31, 1995 
as quoted by the Cairo Barclays Bank. 

NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995: 

The "Indirect Cost Pool Exclusions" column are presented for each of the three indirect cost 
pools: overhead, general and administrative, and fringe benefits in two separate categories
ineligible and unsupported. Indirect costs that are ineligible for USAID/Egypt reimbursement 
are those that are not reasonable, not program-related or are prohibited by applicable laws and 
regulations. Unsupported indirect costs are those that are not supported with adequate 
documentation. 

Indirect costs pool exclusions identified as either ineligible or unsupported are detailed as 
follows: 
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

A. Donations 

1. Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-overhead 
pool. 

B. Dues and subscriptions 

1 . Real estate taxes paid on Allied-owned property was included in the indirect cost-overhead 
pool. 

According to FAR 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt reimbursement 
if they are, "taxes of which exemptions are directly or indirectly available." The Bilateral 
Agreement between the United States and Egypt prohibits USAID funds to be used to pay 
taxes or fees assessed by the GOE. 

Allied management charged the taxes to the indirect cost pools because they have not 
obtained an exemption from such taxes. 

We have excluded the full amount from the indirect cost-overhead pool. 

Total Dues and subscriptions 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 205 $ 

$ 205 $ 

- - .. -. 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

C. Meals and entertainment 

1. Meals and entertainment costs were included in the indirect cost-general and administrative 
pool. 

According to the FAR. Section 31.205-14. Entertainment costs. "cost of amusement. 
diversion. social activities. and any directly associated cost such as ... meals ... are unallowable." 

This occurred because Allied was unaware that such costs could not be charged to the pool. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

Total Meals and entertainment 

D. Office rent 

1. Estimated office rent was calculated and included in the indirect cost-overhead pool. The 
offices in question are owned by a principal of Allied and a related party and are leased to 
Allied. We also noted two additional points related to the office rent 1) Allied included nothing 
in their audited statutory financial statements for office rent and 2) the amount included in the 
indirect cost-overhead pool is substantially higher on a cost-per-square-meter basis than similar 
flats rented by Allied from third parties. 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 1.581 $ 

$ 1,581 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

D. Office rent (Continued) 

According to the FAR, Section 31.205-36(b)(31, Rental costs, "The following costs are 
allowable: Charges in the nature of rent for property between ... organization under common 
control, to the extent that they do not exceed the normal costs of ownership, such as 
depreciation, .. .insurance, facilities, capital cost of money, and maintenance ... " With the 
exception of depreciation, Allied has included all other normal costs of ownership (ie taxes, 
insurance, maintenance in the indirect cost-overhead pool). 

This occurred because Allied management was not aware of the implications of rental of 
property between organizations under common control as defined in the FAR, Section 31.205-
36, "Rental costs." 

Allied should obtain the necessary information to calculate depreciation for the offices and 
then that amount may be charged to the indirect cost-overhead pool. 

We have excluded the full amount for office rent from the indirect cost-overhead pool. 

Total Office rent 

E. Salaries 

1. Based on our review of documentation provided by management with their comments, we 
have adjusted our report to include this previously excluded cost in the indirect cost-general 
and administr~tive pool. 

2. The employer's share of social insurance was paid to the Government of Egypt ("GOE") and 
included in the indirect cost-fringe benefits pool. 
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Indirect Cost Pool Exclusions 
Ineligible Unsupported 

$ 33,806 $ 

$ 33,806 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

E. Salaries (Continued) 

According to the FAR, Section 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 
The USAID/Egypt generally considers social insurance to be a type of tax. The Bilateral 
Agreement between the United States and Egypt prohibits USAID funds to be used to pay 
taxes or fees assessed by the GOE. 

Although Allied understood that the employer's share of social insurance should not be 
charged to USAID/Egypt as a direct cost, they believe that it could be included in the indirect 
cost-fringe benefit pool. 

We have excluded the full amount from the indirect cost-fringe benefits pool. 

Total Salaries 

F. Telephone~ courier, fax 

1. Sales taxes were paid to the GOE and included in the indirect cost-overhead pool. 

According to the FAR, Section 31.205-41, Taxes, taxes paid are ineligible for USAID/Egypt 
reimbursement if they are, "taxes of which exemptions are directly or indirectly available." 
The bilateral agreement between Egypt and the United States prohibits USAID/Egypt funds to 
be used to pay taxes to the GOE. 

This occurred because tax exemptions have been difficult for Allied to obtain. 

We have excluded all sales taxes from the indirect cost-overhead pool. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 5,718 $ 

$ 5,718 $ 

$ 1,472 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

F_ Telephone. courier. fax (continued) 

2. Personal telephone bills of one of Allied's employees was included in the indirect cost
overhead pool. 

For a cost to be allocable to the USAID/Egypt agreements, the cost must relate to the business 
activities of Allied. The business purpose must be clearly identifiable. In addition, personal 
telephone bills are not allocable to the project. 

Allied's management claimed that these telephone calls were business-related, but were not 
able to. support this claim. 

Total Telephone. courier. fax 

G. Tips 

1. Tips were paid and included in the indirect cost-general and administrative pool. 

According to the FAR, Section 31.205-8, Contributions or donations. "contributions or 
donations ... are unallowable ..... 

Allied management agreed that these costs should not have been included in the indirect cost
general and administrative pool. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 226 $ 

$ 1.698 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

G. Tips (continued) 

We have excluded the full amount from the indirect cost-general and administrative pool. 

Total Tips 

H. Travel 

Costs paid for a trip to the United States and France for an Allied principal and his wife were 
included in the indirect cost-general and administrative pool. The disbursement contained the 
following ineligible and unsupported amounts: 

1. An air line ticket was purchased on a non-U.S. air flag carrier (Air France). The travel was to 
France and the United States for an Allied principal and his wife and Allied did not request prior 
approval from USAID/Egypt for travel on a non-U.S. air flag carrier. This amount was included 
in the indirect cost-general and 'administrative pool. 

According to USAID Policies derived from the Fly America Act for "Air Travel and 
Transportation," all travel must be performed on U.S. air flag carriers. The policy requires that 
in cases when U.S. air flag carrier airlines are not available, a Certification of Unavailability of 
U.S. Air Flag Carriers must be submitted to USAID/Egypt for approval before the trip's 
commencement. For a cost to be charged to the indirect cost pools, for which USAID/Egypt 
will reimburse its share, the cost must be otherwise allowable to be charged as a direct cost to 
USAID/Egypt agreements. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 11,413 $ 

$ 11,413 $ 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

H_ Travel (Continued) 

This occurred because Allied did not realize that air tickets costs included in the indirect cost 
pools must be for travel on U.S. air flag carriers, or that an approved Certification of 
unavailability of U.S. air flag was required. 

We have excluded the full amount from the indirect cost-general and administrative 
pool. 

·2. The lodging charges were not supported with any third-party documentation. 

For a cost to be eligible for USAID/Egypt reimbursement. the cost should be properly 
supported by documents and records to prove that the event occurred. 

Allied was unable to locate the documentation to support this expense. 

We have excluded the full cost of the lodging from the indirect cost-general and administrative 
pool. 

3. Restaurant expenses were paid in United States and included in the indirect cost-general and 
administrative pool. although the travellers received per diem. 

According to USAID Contractor Notices. per diem has a provision for the cost of meals. 

This occurred because Allied follows its own travel policy which differs substantially from 
USAID policies. 

We have excluded the full amount from the indirect cost-general and administrative pool. 
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Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 4.665 $ 

$ $ 1.249 

$ 320 $ -
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NOT~ 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

H. Travel (Continued) 

Costs for a trip to the United States were included in the indirect cost-general and 
administrative pool. The disbursement contained the following ineligible and unsupported 
amounts: 

4. An air line ticket was purchased on a non-U.S. air flag carrier. The travel was on Austrian Air 
lines and Allied did not request prior approval from USAID/Egypt for travel on a non-U.S. air 
flag carrier. This was included in the indirect cost-general and administrative pool. 

According to USAID Policies derived from the Fly America Act for" Air Travel and 
Transportation." all travel must be performed on U.S. air flag carriers. The policy requires that 
in cases when U.S. air flag carrier airlines are not available. a Certification of Unavailability of 
U.S. Air Flag Carriers must be submitted to USAID/Egypt for approval before the trip's 
commencement. For a cost to be charged to the indirect cost pools. for which USAID/Egypt 
will reilnburse its share. the cost must be otherwise allowable to be charged as a direct cost to 
USAID/Egypt agreements. 

This occurred because Allied management did not realize they had to fly American carriers or 
that an approved Certification of unavailability of U.S. air flag was required for tickets 
purchased and charged to the indirect cost pools. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

87 

- .. .. 
Indirect Cost Pool Exclusions 

Ineligible Unsupported 

$ 1.036 $ 

- -



- .. 

I 
Coopers 
&Lybrand 

NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

H. Travel (Continued' 

Costs for a trip to the United States and Italy for an Allied principal and his wife were included 
in the indirect cost-general and administrative pool. The disbursement contained the following 
ineligible and unsupported amounts: 

5. An air line ticket was purchased on a non-U.S. air flag carrier. The travel was on Italian Air 
lines and Allied did not request prior approval from USAID/Egypt for travel on a non-U.S. air 
flag carrier. The was included in the indirect cost-general and administrative pool. 

According to USAID Policies derived from the Fly America Act for "Air Travel and 
Transportation," all travel must be performed on U.S. air flag carriers. The policy requires that 
in cases when U.S. air flag carrier airlines are not available, a Certification of Unavailability of 
U.S. Air Flag Carriers must be submitted to USAID/Egypt for approval before the trip's 
commencement. For a cost to be charged to the indirect cost pools, for which USAID/Egypt 
will reimburse its share, the cost must be otherwise allowable to be charged as a direct cost to 
USAID/Egypt agreements. 

This occurred because Allied management did not realize they had to fly American carriers or 
that an approved Certification of unavailability of U.S. air flag was required for tickets 
purchased and charged to the indirect cost pools. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

6. Restaurant expenses were paid in the United States and included in the indirect cost-general 
and administrative pool, although the travellers received per diem. 

According to USAID Contractor Notices, per diem has a provision for the cost of meals. 
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Ineligible Unsupported 

$ 1,587 $ 
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NOTE 5 - INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED): 

Item Description 

1995 

H. Travel (Continued) 

This occurred because Allied follows its own travel policy which differs substantially from 
USAID policies. 

We have excluded the full amount from the indirect cost-general and administrative pool. 

7. Per diem paid for trips outside of Egypt and lodging costs which exceeded the USAID
approved rates were included in the indirect cost-general and administrative pool. 

The USAID-approved per diem and lodging rates are listed in USAID Contractor Notices. 

This occurred because Allied does not require supporting documents to be provided for many 
travel and business-related expenses opting to include those expenses under per diem. Ih 
addition, Allied believed that the practice of paying per diem and lodging according to their 
own travel policy even if the rates are higher than those listed in USAID Contractor Notices 
was allowed. 
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Ineligible Unsupported 
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NOTE 5 -INDIRECT COST POOL EXCLUSIONS FOR CALENDAR YEAR 1995 (CONTINUED': 

Item Description 

1995 

H. Travel (Continued) 

We have excluded amounts paid in excess of the USAID-approved rates from the indirect cost
general and administrative pool. 

Total Travel 
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Ineligible Unsupported 
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.. .. - .. .. .. .. .. 
NOTE 6 - DIRECT COST BASIS ADJUSTMENTS FOR CALENDAR YEAR 1995: 

... ~ .. ..... - -
The" Adjustments" column represents adjustments to the direct cost basis as determined by our audit procedures. We have identified 
the following adjustments for calendar year 1995: 

Direct Cost Basis Adjustments 

Item Description 

PSA 

A. Direct Cost Basis Adjustments 

1. Allied incorrectly added an amount to the direct cost base under the PSA project. This amount, 
which is a salary that was already included in the direct cost base under the Tenders Project. 

Total Direct Cost Basis Adjustments-Direct labor-PSA 

The "Total Actual As Adjusted" column represents the final direct cost basis. 

NOTE 7 -INDIRECT COST RATE CALCULATIONS FOR CALENDAR YEAR 1995: 

$ <2,341 > 

$ <2,341> 

Allied was authorized to charge indirect costs to the Contracts using provisional rates for the three indirect cost pools: overhead, general 
and administrative costs, and fringe benefits. The basis used to allocate overhead and fringe benefits to the Contracts was total direct 
labor. The basis used to allocate general and administrative to the Contracts was total costs incurred less general and administrative. 
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February 18, 1997 

Mr. Lou Mundy 

Coopers & Lybrand Egypt Tiba 2000 Center 
Rabaa EI-Adaweya 

a professional services firm Nasr City 
Cairo - 11371 

Regional Inspector General 
for Audit/Cairo 

United States Agency for 
International Development 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON THE INTERNAL CONTROL STRUCTURE 

tel: 2608500 
fax: 2613204 

We have audited the accompanying fund accountability statements of direct project costs and 
the indirect cost rate calculations of Allied Corporation (" Allied"). The direct project costs 
relate to the United States Agency for International Development Mission to Egypt 
("USAID/Egypt") resources provided through USAID/Egypt contract no. 263-0000-C-00-5113-
00 for the Damanhour Training Center ("DTC"), subcontract no. 263-0182-C-00-9005-00 with 
Edusystem for the Pilot Maintenance Center ("PMC") and subcontract no. 263-0152-C-00-
1016-00 with Davey Mckee for the National Agriculture Research Project (" NARP"), 
(collectively, "the Contracts"). The Contracts were audited for the periods from August 1, 
1995 to April 30, 1996, from January 1, 1992 to December 31, 1992, and from January 1, 
1992 to September 30, 1993, (collectively, the "audit periods"), respectively; the indirect cost 
rate calculations were audited for the years ending December 31,1992,1993, 1994, and 
1995, and we have issued our qualified report thereon dated February 18, 1997. 

Except as discussed in the next paragraph, we conducted our audits in accordance with 
generally accepted auditing standards and Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform 
the audits to obtain reasonable assurance about whether the fund accountability statements 
and schedules of indirect cost rate calculations are free of material misstatement. 

We did not have an external quality control review by an unaffiliated audit organization as 
required by paragraph 31 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 Coopers & Lybrand worldwide internal 
quality control program which requires the Coopers & Lybrand Cairo office to be subjected, 
every three years, to an extensive quality control review by partners and managers from other 
Coopers & Lybrand offices. 

The management of Allied 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 permit the preparation of the fund 
accountability statements and indirect cost rate calculations in accordance with the cash basis 

Coopers & Lybrand Egypt IS a member of Coopers & Lybrand International, a limited liability association incorporated in Switzerland. 
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of accounting. 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. 

In planning and performing our audit of Allied's fund accountability statements and indirect 
cost rate calculations as described in the first paragraph, we obtained an understanding of the 
internal control structure. With respect to the internal control structure, 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 in order to determine our auditing procedures 
for the purpose of expressing an opinion on the fund accountability statements and not to 
provide an opinion on the internal control structure. Accordingly, we do not express such an 
opinion. 

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 judgement, could adversely affect the organization's ability to record, process, or 
summarize, and report financial data consistent with the assertions of management in the fund 
accountability statements and indirect cost rate calculations. 

REPORTABLE CONDITIONS 

1. Allied does not have sufficient controls in place to ensure fixed asset accountability. 

During our audit, we noted that Allied does not maintain adequate detailed property records 
(i.e. fixed asset register) for all significant purchased fixed assets and does not routinely 
perform an annual physical inventory of its fixed assets. 

The American Institute of Certified Public Accountants' (AICPA) Statement on Auditing 
Standards No. 55, Consideration of the Internal Control Structure in a Financial Statement 
Audit, indicates that an element of a good internal control system is a periodic count of fixed 
assets with comparisons made to records. 

Without adequate detailed property records it is difficult to maintain accounting control over 
assets. Also, subsequent transfers. retirements and betterment cannot be accounted for 
without adequate records. In addition. because assets are moveable. subject to loss. and 
deteriorate over time. physical counts should be performed to properly safeguard these assets. 
Allied management was unaware of its responsibilities to. ensure fixed asset accountability. 

Recommendation No.1 

We recommend that Allied construct detailed property records and that consideration be given 
to performing annual physical counts of fixed assets. 
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The detailed property records usually include the following information: 

asset description, location, and identification number; 

assets' ownership status (owned or leased); 

date of acquisition, vendor and installed cost; and 

depreciation method, estimated useful life and salvage value. 

Whenever differences between the recorded and existing assets are found to exist, appropriate 
action should be taken to correct the discrepancy and to eliminate the cause. 

* * * * * 

2. Allied's internal accounting control system needs to be improved. 

A well·designed and functioning system of internal controls is required for all recipients of 
USAIO/Egypt funds and is fundamental to the operations of a sound business enterprise. The 
weaknesses we noted in the Allied system of internal accounting control may reduce the 
system's ability to adequately monitor and control the processing, accumulating, and reporting 
of financial information. Specifically, we noted that: 

1) invoices issued to USAID/Egypt and others were not properly reviewed and, as a 
consequence, we noted many differences between amounts billed and the underlying 
accounting records; 

2) invoices were submitted to USAID/Egypt and others prior to incurring the expenditures; and 

3) employee expense reports were not reviewed or approved by an Allied employee at an 
appropriate level of authority. 

We believe these weaknesses exist because a written document detailing proper accounting 
polices and procedures is not available for use and Allied management has insufficient 
experience with and knowledge of what constitutes a proper internal accounting control 
system. 

Recommendation No.2 

Allied should prepare a written accounting policies and procedures manual that complies with 
USAID/Egypt requirements. 

A written manual of policies and procedures helps to assure that essential functions and 
responsibilities are clearly assigned, and prevents duplication of work, overlapping of duties, 
omission of important functions, misunderstandings, and other situations that result in a 
weakening of accounting and operating controls. Furthermore, a manual of accounting policy 
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and procedures serves as a useful tool for training new employees. The manual should be 
reviewed and revised as appropriate on a continuing basis to assure that its contents 
accurately present current accounting policies developed by Allied management. 

* * * * * 

A material weakness is a reportable condition in which the design or operation of one or more 
of the specHic 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 statements and indirect cost rate calculations being audited may occur and not 
be detected within a timely period by employees in the normal course of performing their 
assigned functions. 

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 none of the reportable conditions 
described above are material weaknesses. 

We also noted other matters involving the internal control structure and its operation that we 
have reported to the management of Allied in a separate, letter dated February 18, 1997. 

This report is intended for the information of Allied's management and the United States 
Agency for International Development. However, this report is a matter of public record and 
its distribution is not limited. 
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February 18, 1997 

Mr. Lou Mundy 

Coopers & Lybrand Egypt Tiba 2000 Center 
Rabaa EI-Adaweya 

a professional services firm Nasr City 
Cairo - 11371 

Regional Inspector General 
for Audit/Cairo 

United States Agency for 
International Development 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON COMPLIANCE WITH CONTRACT TERMS 

AND APPLICABLE LAWS AND REGULATIONS 

tel: 2608500 
fax: 2613204 

We have audited the fund accountability statements of direct project costs and the indirect 
cost rate calculations of Allied Corporation ("Allied"). The direct project costs relate to the 
United States Agency for International Development Mission to Egypt ("USAID/Egypt") 
resources provided through USAID/Egypt contract no. 263-0000-C-00-5113-00 for the 
Damanhour Training Center ("DTC"). subcontract no. 263-0182-C-00-9005-00 with 
Edusystem for the Pilot Maintenance Center ("PMC") and subcontract no. 263-0152-C-OO-
1016-00 with Davey Mckee for the National Agriculture Research Project (" NARP"), 
(collectively, "the Contracts")' The Contracts were audited for the periods from August 1, 
1995 to April 30, 1996, from January 1, 1992 to December 31, 1992 and from January 1, 
1992 to September 30, 1993, (collectively, the "audit periods"), respectively; the indirect cost 
rate calculations were audited for the years ending December 31, 1992, 1993, 1994, and 
1995, and we have issued our qualified report thereon dated February 18, 1997. 

Except as discussed in the next paragraph, we conducted our audits in accordance with 
generally accepted auditing standards and Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the fund accountability statements 
and the schedules of indirect cost rate calculations are free of material misstatement. 

We did not have an external quality control review by an unaffiliated audit organization as 
required by paragraph 31 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 Coopers & Lybrand worldwide internal 
quality control program which requires the Coopers & Lybrand Cairo office to be subjected, 
every three years, to an extensive quality control review by partners and managers from other 
Coopers & Lybrand offices. 

Compliance with Contract terms and applicable laws and regulations applicable to Allied is the 
responsibility of Allied's management. As part of obtaining reasonable assurance about 
whether the fund accountability statements and the indirect cost rate calculations are free of 
material misstatement, we performed tests of Allied's compliance with certain provisions of 
Contract terms and applicable laws and regulations. However, providing an opinion on overall 
compliance with such provisions was not the objective of our audit of the fund accountability 
statements and the indirect cost rate calculations. Accordingly, we do not express such an 
opinion. 

The results of our tests disclosed no instances of noncompliance that are required to be 
reported herein under Government Auditing Standards. 

Coopers & Lybrand Egypt is a member of Coopers & Lybrand International. a limited liability association Incorporated In SWitzerland. 
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This report is intended for the information of Allied's management and the United States 
Agency for International Development. However, this report is a matter of public record and 
its distribution is not limited. 
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AI r lED CORPORAnO~· EGYPT 

~h. En Snow 
Coopen & Lybrand 
Tiba 2000 Center 
IUbu EI Adaweya 
!"iasr City 11371 

tOIune.l997 

Subjeet: Report of Independent Accountants on the Fund Accountability 
Statements and lndireet Cost Rate Calculations Dated March 27, \997 

Dear Ms. Snow, 

Please find enclosed our response to the aim report. 

A copy of our letter to USAID Contncts Office foUowing the audit exit conference is 
also enclosed. 

c. c. Mr. Lou Mund), 
Rep.t Inspector General 
USAID 

Youns~ G\: r----. 
Hamed FabDIJ . ~ 

Managing Director 
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ALLIED CORPORA nON [GYPT 

P ""J. 

tmJPOOl1 Questioned I Questioned I 
CuSIS 1992 lOsts 1993 

;)un~llon I 
(O\crhead) 

5(J() 

TrJ,ell 
(;It A) 

.. - .. - .. - .. - .... - -

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

Questioned I Questioned 
.~ . ., Allied R~pOJlK ; !' " 

" 
Costs 1994 Costs 1995 

Audit rcpon c1asSlticd tbis item as WlSUt·poncd, by 
rnicwing our documenlS. we found the following: 

Year \992. (refer audit report page 240f IOJ na) 
I-LE )00 was paid to Handicapped Association 
(attached /I I is a copy of receipt of ~ymenl), IS a 
participation in community service ~ivilics. JJld 
according to fAR 1I20S-I-e·J tbistype of costs are 
allowable. 

2·LE 150 presents our slwe 10 maimain the building 
Idl.(attachmentll2 is a copy ofrecc:ipt o~paymenl) 

Year 1995 (refer audit report page 86 of IOJ n.a) 

2,2SZ LE 2,000 Paid by check no 50342\ daled 221211,95 
(attachlllCllt j J) as contribulion 10 ~Molhers and 
Cbildren Care Associalion~ and according 10 F ARJ 1205· 
1-<-3, CDJIl (If participllliufI in communiI)' saviu 
activitid "" all~ble. 

F~I, we would lilt 10 explain the nature oflhese costs. 
and Alliai policy 11\ this regaId 

All of lta\d COSIS were included III .-\.Ilied indirecl com 
pool Wetc IlKurrw inlhe nOllnal course of overall 

Appendix A 
Page 3 of 27 

\ 
. FAR JUf~nce 

fARJI.105-1(e) ! 
Allowable public relations costs 
include the folloWlllg. 
(1) Com of participation ill 

comtrlJl.nity servia act;vitia (~g., 
blood banA dri.'a, charifJ dril'r 

unointt bond drives, disUlla 
assillance, dC.). 

FAR 11.105·11. (Q)(J) NUrRllI1 
tnDinUnana and r~pair COits ar~ 

mlmvablc.. 

FAR JI-105-46-(b) TrOl'c/ cuilS 

incu~tI in th~ normal ,'uune of 

-
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INIIIRfCT POOL 

Ilrm/I'ool I Quesltoocd Questioned 
Costs 1992 I Co~ts 1993 

----

- - - -

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

Questioned I Questioned Allitd R~I)On'C 
CO~1S 1994 COsIs 1995 

oWmimSlf<lllOn of A1hed business 

The main purposes of the \/ave! are (1 )10 m~1 
represenrallves of foreign companies 10 follow up and 
develop Alhed business wuh them or 10 loo\; for new 
business opponumlles (2) to visit intemalional fund 
or!?anizalions (for example: World !lank) to diSCUS the 
possibilily offund developmenl projecls in f:gypI, (J) 10 
uave! wllh business de!e!!aIlOnS (for example American 
Chamber ofCommercc in Egypl) 10 meel foreign bUSUless 
men and inveslors to explam lhe oppOnUmlle5 of 
inveslmenl in El.'ypl ( for example DoorKnock dele!?<llion 
10 USA) , and II was usually a group boo~lOg for air 
IICkelS and hOlelreservalion, and usually al Ihe same 
venue Ihal Ihese mcellngs were held 

Each Havel costs is filed wllh 115 supponing dOCUIIIOIIS, 
Moreover an explarullon for the purpose of each tllp, 
a1~0 Ihe dally program of Ihe tllP, wlndl explalll all 
aCllvlIlC:S "crc: pc:rfurffiL't.I dunng Ihe IJIP as "ell as Allred 
rnanagemenl aUlhonzallon for Iravel 

Since Ihese lIavel COSIS are IIIcurred IIIlhe normal course 
of overall adlllllllstraliun of Allied bUSiness, so il IS Irealt'd .. - .. - .. .. .. -

L\ I{ I{tlrlTllCr 

m'eTall admini\/rUlilln '1rJ,~ 

bUiint.".\\ arc aJllI""b/t." 

and shall bt." (rt."auJ a) indlTt'ci 

C(lS(~ 
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.\LU[U CORPORA nON EGYPT 

l'IlUUCT POOL 

IIrm/l'ool Questioned I Questioned 
Com 19~ Co~ls 1093 
~~-~-~=-=~~==~-~=~-±~ ====="" 

LE 22,864 I LE 9,224 

LE 8,473 

Questioned 
COSIS 199) 

ALLIED CORPORA nON 

MANAGEMENT COMMENTS 

Allied Response 

as IOdllect COSIS allJ A1iled travel pohcy IS to be aPI':led 10 

controltlave\ cOSts and to delermme Ihe maximum rates 
for per diem Ih,s comNny policY is a Integral part of our 
plUposals and was submilled to USAID Also each IIiI' 
costs is to be approved separately from Allied 
management according to the nalural and Ihe purpose of 
each trip within lhe ma:umum rates were established in 
the company policy. 

LJniupporttd Air lic&'tl CoSh: 

The audit report classified Ihese amounts as unsupported 
costs, the auditor (Ms Sally Adel) from Coopers & 
Lybrand has come to our ollice arId audited the 
supporting documents of Ihese costs. and attached is a 
certification form signed by her, certified thatlhe 
~upporting documents for all lIel.els have been seen and 
checked (allactunent 4) 

Unsupported Lodging Cosh: 

~I he audil report classified Ihese alllllunlS as unsupported 
COSIS, the auditor (Ms Sally Adel) Coopers & Lybrand 
has come: 10 our ollice and audllc:d I he supportlllg 
dOCUlllelllS of Ihese costs, and allached IS a certification 
form Signed by her, certified lhat the supporting 
documents fur lodging have been seen and checked 

J.anachmcnl S) 

"'AR RcferTncc 
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Page 5 01 2} 

allo\\.abillty \\. ';1 be: by the 
contraCllng officer based on 
applicable cost prmclpies. th~ 
ctlntnJctor'} ~lahl;\hl'd 1',,/iciL'\ 

lind procl'I/U1Y3 

-



~ 
\j~ - -

I 
coollers 
&ty Hand 

\1.L1[J) CORrORATION EGYPT 

l'UIKtlll-UUL 

[:mll'ooll Questioned 1 Questioned 
C(lSl~ 1992 Co~ts IQ9) 

LE 2.518 LE 20.932 

Questioid I 
Costs 10l!-t 

LE 9.22-1 

- .. - - - -

ALLIED CORPORA nON 

MANAGEMENT COMMENTS 

Questioned Allitd Response 

Costs 1995 

Inrligible Ai.- tickets (fhe .-oute include USA) : 

lE 24,613 jhsllr of ("rrtification I waivrrl 
I The USAID authonUlllon to use non U S Hag air 

carner was not available smce travel was not related 
directly to USAID contract, but related to the course 
of overall administration business (mduect costs) 

2 Whereas there exists procedure for travel waiver for 
direct pool there is no mechanism application 
re!!ardin!! indirect pool 

J Moreover. these air tickets were booked with a 
business dclegallons or sometimes booked by them, 
and we had 10 usc the same airlines wllh them 

4 According, to abo\e although the U S /lag all carner 
services "ere used m many cases. and in the other 
cases wai,'er mechanism was not available 

Indi:ible Ai,. tickets (Tbt roule does no~ inclulk USA) : 
jlsslle of certification I waivr.-) 

I These tra\els were between Egypt and olher point 
\\Iuch was not across the AtlantiC ( AlDAR 752-7002 
--II CFt{ 301-) 6(fI(S) 

2 Also, in addition apply above sectIOn 

- - - .. - -
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FAR Rdrrrnct 

- =; 

I 

AJ/)AR 751-7001 "41 eFR .10/-

J,6(f)(I). 
Fur Ira I,d bt1 .... ~<'n l .... ol'l,inu 

uu"ill"I},~ (·niled SIll/e .• , u.s. 
flag carria un'ia lI'ill nol he 

"umiJaeIJ lu be Uluunllbl .. 

/JI'ailabiL 

- - .. 
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r 1itlIl/I'ooi J QUe-5tioned Questioned I 
Com 1992 (usts 10<)3 

LL 5.967 LE 62.876 

.. 

Questioned 
Cum 1994 

lE 19,933 

- - - - - - • - - .. -

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

Questiuned Allitd Rrsilollu 
Com 1995 

I't.- Oitm: 
LE '8.86) (Issut Allird pr.- dirDl ntt is hight.- Ihan liSA \I) 

.-alrs) 
I. We maintain thai the per diem rate need oot to be 

equal 10 US:\JD rate, SlIIce we has a nghl 10 excess 
maxiDlum L'SAJD ratt. this IS permit under F AR31-
20S-45-a-3 

2 As per above explanation for nature and purpose of 
these trips, the costs of meeting and conferences was 
a essential pan of tra\·el costs, so Allied managemenl 
have determlllcd the per diem rale 10 rellcct and covcr 
these type of costs 

3 Thc per diem rales wh,ch were used III these \I ave1s 
are delermilled according to the maximum rale .... ere 
eSlabhshed in Allied travel poltcy winch was an 
inlegral pan of or proposals were submutoo 10 

USAID, and represents pan of our comraci 
documental ion 

4 Moreover, the-5e rales were approved and authollled 
by Allied management 

S According to above thesc pel dlcm rates aIe JU~lIfled 
alld ~(Ke it is authorued by AIlIt:d Mall31!clllcnL liS 

fAR Rtfrrtll(t 

-
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h(m/l'ool Qucslioned 1 Queslioned Questioned 
C(lst~ 1992 Costs 1993 Co~1s 1()o4 

--

LE 10,489 LE J,68S --

------

- - - .. - -

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

. 
Questioned Allied Rtsllonu 
Costs 191) 

co;.,idered allowable FAR 31-20S-4,-(a)-3-ii 

LE 2)61 ltesllluunt emts: 

I It is not a cost of meals or IIIcidclIlals willch IS part of 
pa ymelll s of per d,ClU 

2 But II IS costs ",cuned mccllngs and I or buslIless 
~essions were held during (he tnp, and this type of 

COSt IS allowable (FAR 31-20S-43-(c)-1 
J Intensive busllless travel schedule required that 

sessIOn to be held outSide or onice~, mOleover FAR 
Ji-2US-4 J.{c) -I SpeCIfY ~ub~tdIlCC cost as dllowablc: 

- - - - - -
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FAR RtffN'nCC 

-

UI.uSUal SlIuauons, aCluai COSIS In 
excess of the above-referenced 

ffiaJUffium jX1 diem rales are 

allo" able (ill) --For such 11I~her 

amounts to be allowable, all of the 

follO"lng condJliolls must be 0'" 

(ii) A w.-illcJI juslificalion for 
usc of the hlghu amounts /IIusl 

be approved by an officer of tht 
contrllclol"S organialion or 

dCSlgnee to nuurt Ihll Iht 

aUlhorily is properly 
IIdmllliSlcrcd .nd controlled 10 

prc\cnl abuw:_ 

J I ~O.,~tJ .) he fullow\ll!; type~ of 

cost ~ al e allo .... abk 
(e) When the prlllClpal purpose of 

a mC-C:(lIIg. convcnllun, confercnce, 
symposium, ur scnllllar i, (he 

dls>erlIInalion of trade, bUSiness, 

tcchmcal or professional 
IIIflHllldtlOo ur the ~llfllul.lllOn uf 

pruductlOn Of unproved 

produ<.!lvllv-

.. - - ~ 
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I"UIRHT tOOL 

fl.eRl/l'o~11 Q~~li~n.;J r Quesrioned I Questioned I 
l_ ~ Com 199~ Costs 1Q93 Costs 10<)4 

Off,ce Rcn' 
(Overloud) 

QUCl'tioned 
Com 199) 

lE :.2, /70 lE 101.850 I LE 119.224 I LE 114.164 

Allitd Rtsllollst 

(refer audll report paces 27-e 4 J-b 6Q-e and 89-d of 
!Qll 

Henllssue: 
A- Re/aled paIty 

11- Higher rate Ihan olher flal renled b\' Allied 
C- Cosl nOI documenled in financial SlalemeRl records 

A- Related Party: 
1- Allied Corp is .. limiled pannersillp compan)', 

bel"'een Mr Hamed Fahmy- wllh a share of 

33~~ - and Iwo olher partners have (,7% /I.'lI 
Fahmy does nol have ma)orily ownership 

2- Alhed Corp is rctl,ing Iwo duplicale fials One 
owned I~. by Mr Fahrn~ and wlhe second 
nat 1115 ownership IS 50% Alht:d Corp does nOI 
own euher fial Therefore the close used by 
audJlor refening Ihe normal coSI of owncrslup 

duo nol apply 
Ahh(1u~h 'he firm is reHIIII!! liS allice> from him 

FAR ItcftrcllH 

(I) GJ~ts of "'1:aniun;:. utrlng 

Appendix A 
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up. Dnd ~poltj(Jring ,11 .. mutinJ.:.\. 
coltl~n,j/Jns. i\·m/,osia. dc., 
inch/tJing r .. ntall>j muting 
foci/ilia. tranlporllJlion, 
~u/ni\unc ... Dnd incid .. nlaJ cm/l; 

-
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I A LllI::U (ORPOR.HION EGYPT 

I 

-

IMIiREcr POOL 

IlNi11/l'ool I Queslioned 
COSI~ 1992 

Questiooed I Questioned I Questioned 
CoSls 19"3 Costs 1994 Com 1995 

- .. .. .. - .. 

Allied Rtsponse FAR Rtftn:nc( 

and a third pany, this however cues not mean FAR 31.205-)6 Rental costs. 
thai the rent transaclion was nOI based on an (b) Tht following costs an: 
anns-Icn~h precedent, nor Ihal lhe transaction allowable: 
COSIs wac nol reasonable: al lhe time of lhe lease (I) Rental costs undu ol)euting 
decision (refer FAR 31 205 J(>-I-;&ill lcasts. to Ihe nlenl Ihal Ihe 

D- hSllt IlIil:Io('r Rtlll: 
1- The rcmal comract of the nal to a tlurd party, 

unrelated to Allied Corp, in 1981 was LE 3,000 
pa momh including l5~. annual increase. This 
reneelS Ihe marlel rale in 1981. when il was 
Icnled 10 a Lebanese busonessman Mr Elle Turk 
(copy of Ihis contraci has been shown 10 the 
auditor - allachment 6) 

2- In 1988 Ihe ~d nal was relllc:d 10 the PMC 
project &I LE 3,055/moOlh basc:d on Ihe same 
ICIIDS as Ihe markel and Ihe previous renlal 
contract This was an approved duect cosl by 
l'SAID md subsequellily Ihe Coopers Audll of 
90/'J1 

J-

-

Accordongly, Allied pannels (6~.) agreed Ihal 
the sante arms-Ienglh 11311saCllon based on 
market rites should be Ihe ba~ls for the renlal 
rate of the otha replicate fldl (owned by Mr 
hhmy) md used as Allied office This IS 10 

accordance Wllh FAR J 1205-)6 J 

- - - -

nIts alT n:asonable al Ihe lime 
of Iht leue decision, afltr 
cOflsidenllion or (il refllal cosls 
of comparable proptrt), if any; 
(ii) o,..-I.tl condilions in Ihe 
..-u; (iiilihe Iype. life 
tlJleclancy, (ondilion. and,,,· .J( 

or Ihe property leased; (i.) 
ahtmallHs available; and (,.) 
olher provisions o( Ihe 
agreemcnt. 

(3) ----- RrIIlal co~t of (lcnollal 
pr0l'cn~ ka~td (rol\l lIny 
division, subsidiary. or afflliatC' 
or Ihe conlractor uuder coullnon 
conlrol. lliat h:u :In C'slalJhshed 
p .. "ClicC' of IC:lsiJlj! Ihe same or 
similar prollert)' to unaffiliated 
lessees shall br allowed in 
accordan(e wilh subJl:lragntJlh 
(b!l..!l o( this subst<lioll. 

I • .. I 
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I\UlR£CT POOL 

IItm/Pool Questioned I Questioned 
C(\~IS 1992 Costs 1993 

~\c~1; &. LE ·un LE 2,159 
ElllclUlfiffi-

ml 

(\\loucet 

pool) 

AlUED CORPORA nON 

MANAGEMENT COMMENTS 

Questioool, Quc>Uoned AUitd RtSPORIC 

Costs 19Q.t Cos:..< 1995 

4- From the abO\c it is apparent thaI 
I) The company does 001 OWII the offices. 

tho:cfore: rent is due and was paid 
bl The setting of rcntal rafe was on I manci 

based third pany transaction (1987 
contract with Mr. Elie Turk) II Wasl 

straight forward anus-length transaCliolL 
c) The rcbted party in reference is not the 

malori~' shareholder in Allied Corp .• 1IId 
therefore: the rental decision was an 
economic business decision. 

dl Cooper k Lybrand and USAJD reviewed 
the aim process in the audit of 1990 iIId 
1991 IIId approved the transaction. 

e) Based on all the above. and since the rent 
"'as IcruaJly incurred, it has been paid 
during 92. 93. 94. 95, .nd is so 
documaned in company documtms IIId 
fund accounlability Slalemenl, allhough 1101 

in the company financial statement 
lE3,199 LE 5.;.}) TI1CSC are COSts of colTee and tea dunng the business 

hours. 
(I) com of coffee and tea during Ihe business hours m 
meeting and conferences held in Ihe ollice. this 15 culture 
and value system specific in E gypl. 

- _. __ ._--

- -
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FAR RtfcnQrc 

FAR 31.105-43 

Tilt following typd of cosU ;In 
alto" able: 
(c) \\ hen the principal pur'POlt 
of. mtcling. convenlion. 
conference. svmpolium. or 

-
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hDlRH,. POOL 

tum/Pool I Questioned Questioned 
Com t99~ Costs 1Q<)3 

SJIJrlCS LE 7U80 LE 75.827 
1(; 8; A) 

.. - ... .. 

Questioned 
Costs IOQ4 

LE 7:!.800 

-

ALLIED CORPORA nON 

MANAGEMENT COMMENTS 

Qu~tioned ADied RtsPORIC 

COStS 1995 

(2) Costs of colfee and lea prcsented 10 employees. which 
is part of C1llployec:s mor ale , to improve working 
conditions and C1llployees performance. and according to 
fAR 31· 205-1 J-. tlus 'YJlC of costs is allowable. 

We therefore co/lsid~ such COSts justified 

LE 83,400 Audit repon statcs that" for cost (0 be eligIble for 
USAlDfE~'YI)\ reJmbu=meOl. II should be properly 
supponed ~. documents and records 10 prove that the 
evenl occurred", and ilccordin!Zly they excluded the salar) 
of AllIed erincipals salary 

- - .. - - • 
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FAR Rtftnoce 

nmipu is Ihe disscmiD3110n of 
trade.. business. t«hnical or 
profCSliooal infonn;lIion or tbe 
stimulation of production or 
imprnyfii producliviry-
(J) Costs of organizing.. SClting up. 
and sponsorinsthe II1CCImgs. 
convc:ntions. svmposia. etc., 
including renlal of mcelmg 
facilioo. transponalion. 
submtence. and inCidental costS.. 

FAR'; I 20S-1J (a) A!!~'Tegate 
cosu incuned on aClI\lI1CS 
deSlgnc=d to improve wOl~mg 
condl11ons. employa -<mployee 
rdalions. employee morale. ;md 
cmplo\'cc performance (less 
income generated 
by t~ aCllvill(.'S1 arc allowable 

I 
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ALLIED CORPORATION 

MANAGEMENT COMMENTS 

ll~m/l'ool Questioned Allied Rtsponse FAR RdclTllcc 
Costs 1995 

, "lis LE 19.040 

L The salary of Allied principals are rull $U pported by 
their time sheets. 

2. We included the amount of their saJarits in our fund 
acaJUntability statcme ... 

1 R«onled in GL under the pmners ament account 

4. All of the abovt: doc:umcnts were audited ind seen by 
audilOrs. and attached a form which was sig.ncd by 
audilor (MS Sally Adel) from Coopers &. Lybrand. 
ccnified thai she have seen and checked a sample of 
aim documcnls .Allachment no. 7 

5. Also. we used the same rales approved by USAID 

Ihsut' Gins art' intligihlc) 
Really II IS not a gills or souvenirs. but 1\ mcludes two 
IYPes of costs 

1- LE 14.156 cost of business activilV and .... rublic I FAR 31-205·l-(e) Allowable 

- -
Appendix A 
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I 
Coopers 
&lybrand 

ALLI[D CORPORATION EGYPT 

INDIRECT POOl. 

hem/I'ool Questioned I Questioned 1 
Costs 199~ Costs 1993 

I 

Vehicle 
Rent 
(Overhead) 

Sale Tax LE 4.941 LE 3.596 

Questioned 
Costs IOQ4 

LE liD 

ALUED CORPORATION 

MANAGEMENT COMMENTS 

Que5lioncd AUied Response 
Costs 1995 

rdallom, Ihls type of COSIS are nct.Cssarv In Egypt to 

k~ a good communicalion and liaison wilh the 
custOIlltf~ and GOE which hel(!s us to oerform our 
fQ!!!!!ill. This type of costs are allowable (fAR J 1-
205-1-<-2-i.ll.iii) and allocablc 10 Allied contracts 
since the condition of benefit and thc alternate 
condition of ··fIClCCSsary to overall opc:nllon of 

business are complementing each other". 

2- LE 5.4&4 cost of office supplics and stationary for 
Allied offices which is allowable cost 

(Incorrect amount ofVchide Rent) 
LE 80.420 The audit rcpoll includes OIIly LE 27.848(rcfcr audit 

repoll pagc 8J of 103) since the com:CI figure for total 
cost of vehicle rent. operating and maintenance is lE 
80.420. which should be includcd 10 our G &: A pool 

LE 4.976 L This amount of sales lax presents Ihe sales tax added 
to Allred telephonc calls invoices (local and 
iOlemalional). llus accrued because lax c\cmplion IS 

1101 avaibble 

2 According FAR J I 20~-41 these taxes are allowable 
COsl since the e.\cmplion are nOI available. and il is 

I 

Appendix A 
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FAR Rtftnnce 

public rciauons costs lfIc1ude the 
following 
(2) Costs of-
(i) Responding to inquiries 011 

company policies and aClivllics. 
{iii Communicating with the 
1!!!bhc, I1!e<iS stockholdcrs. 
crtditors, and customers and 
(iii) Conducting general liaison 
wilh n~ media and Government 
(!ublic rdallons officcrs-

fAR 31.205-41 
(b) The following types of com 
arc nOI allowable 
(3) T.ues from which 
tltmptioDI au n~i/ahlt 10 Ihe 

I 
COntractOf dire;:tly.--
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ALLIED CORPORATION EGYPT 

." .----- -. - - -

(Itm/fool I Que51ioned J 
Cesls 1992 

Questioned I Questioned I 
Costs 1993 Costs 19<)4 I 

i 

ALLIED CORPORA llON 

MANAGEMENT COMMENTS 

Questioned Allied Rtsponst 
Costs /995 

considered a pan of :dcphone bill COst "hlch could 
not be avoided. and should be included 10 our 
overhead pool 

.. .. - -

fAR Rtfcn:nct 
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I 
Coopers 
&Lybrand 

ALLIED CORPORATION EGYPT 

Frinet Benrfits Pool 
IIt",II'ool QuestionedJ Questioned I Questioned 

CGSIS 1992 Costs 19')3 Costs 19')4 

LE 2.161 LE 1.578 

LEJ6)90 

.. - - - -

AlUED CORPORA nON 

MANAGEMENT COMMENTS 

Questioned 
Com 1995 

-

Allitd Rnponsc 

Allied social insurance 1992,1994 
was classIfied as Ineligible cost under fnnge 
benefits pool, and menlJoned that It is a type of tax. 
i. This amount represents company compulsory 

share in SOCial insurance, and It is a USAfO 
contracts reqUirement to comply With Egyptian 
law. 

ii. ThIs is not a tax, but it is portion of 
compensalJons which cover s for each employee 
penSion, savings plan and health insurance, and 
each employee has a social insurance file. 

iii. All these elements of compensalJons are 
allowable according to FAR 31-205-6-b-1-ii 

Year 1993 
a. SOCial Insurance: 
Amount of LE16,390 was claSSified as ineligible 
cost under frange benefits pool, and mentioned that 
II is a type of tax, since Ihe correct amount fO( Allied 
staff SOCial insurance is LE 2,095 and the difference 
of LE 14,295 represents amount of bonus and 
payments of annual leave, and to be add to the 
frange benefits pool 

I. The amounl of LE 2,095 only represents 
company compulsory share in SOCIal Insurance, 
and It is USAIO's contracts requirement to 
comply With Egyphan law. 

- - - - • 

/ 

Appendix A 
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FAR Rtftnnrr 

FAR 31-205-6-b-1-ii N Offsets 
will be considered only 
between the allowable 
portion of· the tol/owing 
compensation elements of 
employees or job classes of 
employees: (0) Pension and 
savings plan benefits. (E) 
Health insurance benefits . .. 
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Coopers 
&Lyhrand 
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ALUEO CORPORA TJON 

MANAGEMENT COMMENTS 

.. -

.\l.UlU CORPORA TION EGYPT 

Questioned 1 QucstionrO 1- Questioned 
COS\5 1993 ('osts 1994 CostS 1995 

LE 8.118 

LE 19,3)0 

Allitd Rnponst 

I. Ao..urdlng to FAR 31-105-6-b-f·ji thiS cost IS 
allowable and to be added to our frange benefits 
pool. 

b. Medical Insurance: 
Amount of lE 6,716 represents a cost of medical 
Insurance is induded under general and 
administration pool, according to FAR 31·205-ii 
employee Insurance IS a fringe beneftl.s, so Ihe 
above .amount should be reclassdled and added to 
fnnge benefits pool. 

Year 1995 
Social Insurance: 
Amount of LE19,330 was classified as ineligible 
cosl under trange benefils pool, and molioned Ihat II 
is a Iype 01 lax, since the correct amount tor Allied 
statf SOCIal insurance IS LE 2,877 and the dlHerence 
of lE 16,453 represents amount ot bonus and 
payments of annual lealie, and to be add to the 
fringe benefits pool. 

i. The amount of LE 2.877 only represents 
company compulSOry share in social Insurance, 
and II is USAIO's contracls requirement to 
comply with Egyptian law. 

ii. According to FAR 31-205-6-b-1-;i this cost IS 
allowable and 10 be added to our fn~ benefits 

- .. 

fAR Rtfawcr 

- -
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I 
Coopers 
&Lybrand 

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

ALLIED CORPORA liON EGYPT 

Friner Brnrfits Pool 

tlrnl/rool I Qu. ..eslioned Questioned 1- QuestIOned 
('siS 199:! Costs (0<)4 COSIS 1995 

LE 8.330 I LE 900 

LE 6.622 

LE 11.727 

.. - - - - -

.~lIicd Response 

pool. 

a. NARP staff Social Insurance: 
. the auditors did not Include these amounts of 

company portion of social insurance which were 
incurred for NARP project staff . to indirect the 
fringe benefits pool. since it is considered an 
indirect cost aCCCKdlng our contracts Wllh 
USAID 

ii. According 10 FAR 31-205-frb-1-ii th,s cost,s 
allowable and to be added to our fnnge benefits 
pool. 

b. NARP 80un5: 
A bonus of LE 6.622 was paid to NARP local staff. 

and billed under fringe benefits. but we nohced 
thai thiS amount is not Include In fringe benefits 
pool /0 the audit report. Since it should be 
included In fnnge benefits pool. 

2. PMC Project: 
a. A severance of LE 11,727.was paid to PMC local 

slaff. <It the end of PMC proJect, and billed under 
fflnge benefits, but we noltced that thiS amount 
is nOI Jncluded in fnnge benefits pool in the audit 
report. Since It should be Included In fnnae 

- .. - - .. 

FAR Rcftrrnce 

I -
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ALLIED CORPORATION 

MANAGEMENT COMMENTS 

ALUEU CORrORATION £GUT 

FriRer firnt/ili Pool 

hrmll'ool Questioned l QucstiO. n~ I Questioned I Questioned 
C051S 1992 Costs 199] Costs 1994 CostS 1995 

LE 5.568 

LE 1.320 

:\lIitd Rrsponn 

benefits pool. 

b. PMC slaff Social Insurance: 
the auditors did not Include these amounts of 
company pan Ion of SOCial insurance which were 
incurred lor PMC project staff ,10 indlred the 
fringe benefils pool, since it is conSidered an 
iod,red cost according our conlfads With 
USAIO 

ii. ACCOfdlng to FAR 31-Z05-6-b-1-ii thiS cost is 
allowable and to be added to our frange benefits 
pool 

NOPWASO staff Socia/Insurance: 

i. the auditors dId not include these amounts of 
company portion of SOCial Insurance which were 
incurred for NOPWASD prolect slaff , 10 mdlrect 
the tonge benefits pool, since II IS considered an 
indlred cost according our contracts With 
USAIO. 

ii. ACCOfdlng to FAR 31·Z05-6-b-1·JJ thiS cost is 
allowabte and to be added to our fringe benefits 
pool 

- .. 

FAR Rcrr~n(c 

.. -
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I 
Coopers 
&lyhrand 

ALLIED CORPORATION EGYPT 

F rinet Btntfiu Pool 
htmll'ool Queslioned Questioned I 

Costs 1992 Costs 1993 I 

.. - - -

Quesuo~ 
Costs 10<)4 

LE 7,000 

-

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

Queslioned Allitd Rrspollst 
COSIS 1995 

PSA Project: 

A bonus of lE 7,000 was paid to PSA staff, and 
induded under salaries, according to FAR 31-
205-6 lhe bonus is a fringe benefits, so the 
above amount should be reclassified and added 
10 fringe bentlhls pool. 

lE 6.626 ARENTO Social Insorancej 
i. Ihe audllors did nol Include these amolXlts ci 

company portion of social Insurance wtllch were 
incurred for NOPWASO project staff. 10 Indirect 
the funge benehts pool. sInce It is conSidered an 
indirect cost according our contracts wllh 
USAID. 

ii. According to FAR 31-205-6-b-1-ii Ihis cost IS 
allowable and to be added to our fnnge benelils 
pool. 

LE ~6J DEPRA Social Insurance; 
i. Ihe audllors did not Include these amounls of 

company portion of social Insurance which were 
incurred for DEPRA proJeel slaff . to Indirect the 
fnnge benefits pOOl. since it IS conSidered an 
indllect cost according our contracts with 
USAID. 

ji According to FAR 31-205-6-b-1-ii thIS cost IS 

- - .. - - -

FAR Rdtl"tnct 

t • -
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Coopers 
&Lybrand 

'\LU[O CORPORA TlON EGYPT 

, .'II~' •• '"11 ........ "' .... 

Iltmll'ool Questioned Questioned 
CoSIS 1992·1 Costs 1993 

Questioned 
Costs 1Q(J4 

ALLIED CORPORATION 

MANAGEMENT COMMENTS 

Questioned Allird Rrsponse 
CoSts 1995 

allowable d,ld 10 be added 10 our fnnge benefits 
pool. 

fAR Rcfereou 
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I 
Coopers 
&Lyb~and 

.\LLlED CORPORA TJON - EGYPT 

rilal !\Iainlenanre Cenltn ProjtCl 
263-0182-C-OO-9005-00 (Edusystems) 

hrm/Pool 1 Questioned j Questioned .1 Questioned 
Costs 1992 Costs 1993 Costs 1994 

ODC 
(offee 8.: LE 7,241 
tea 

- - - - -

AlUED CORPORATION 

MANAGEMENT COMMENTS 

Que<tioned Allied Response 
Costs 199~ 

These are nOI emenairunenl COSls or meals. bul costs of 
coffee and lea dunng II\!: business hours tn meeting and 
conferences held in Ihe office, this is culture And value 
syslem specific in Egypl, mainly during mtttings and 
conferences held in the project office attended weekly by 
lhe projecl leam. and govcmoralc coordinalOrs This is 
definitely a pro.icct COSIS and should be reclassified as 
conferences costs 

Both USAID and Cooper & Lybrand accqJled Ihe same 
type of costs, dunng Ihe audit perfomlcd for Alhed books 
for years 1990 and 1991. 

-- -- - - ---

- - - - - -

Appendix A 
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fAR Rdtrcnrc 

fAR J1.20S-·H 

The /,lIlo ... ing I)pcs (1/ CO.Hs au 

GlloK'ablc: 
(c) Wilen rhe principal purpose of 
Q m ... ding. conn:nti"n. 
con/arnet: •. ~rmpo'ium, or 
uminar is the ,Iineminatinn (If 
tratlt:. busine:u. tt:chnical (1(' 

pro/CS5ional in/ormatinn or thl!: I 

stimularion 0/ prmluclinn or 
imprm"Cd pmducri,·ity-

(I) Costs of organizin!;, selling up, 
and sponsonng thc meetings, 
convenllons, svrnposia, elc , 
includtng rental of meeting 
facihties. Iransponatlon, -
subSI<l~nce, and IRcidental cost5-

- - t 
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Coopers 
&Lybrand 

.\LI.I[O CORPOR.\ nON - EGYPT 

Pilot Maintenance CClltcn Pr-ojcct 
263-0182-C-OO-9005-00 (EdusystemsJ 

hem/I'ooll Questioned I Questioned I ()uestioned 
(O<1S 1992 Costs 199) Costs 1994 I 

Olr~cl labor LE 600 

( ,'nsuhanl LE 6.026 

11l\d LE 1~4 

ALLIED CORPORA nON 

MANAGEMENT COMMENTS 

Que$lioncd Allied Rt:lponsc 
Costs 19(J~ 

Audit report mdud~ LE 600 unsupported costs 
This amount represents salanes of guards in Assiut 
maintenance center fO( months March and Apnl 1992. 
Attached arc copies of payment receipts ( allachment /I 
8.9) 
(Allied did 1101 obtain EduSystcms or USAlD applOval) 
I. Consulting office ASCO team have worked for 

several pcr10ds as a management and organizalional 
consultant for PMC PlOjCCl. and it was Allied 
responsibih~ to contracting with ASCO 

2 This amounl is full supported wilh bolh AIlicdlASCO 
contract and Ihe check with payment .( attachment /I 

10) 
1 Although. both AJlic:dIPMC subcontract (page J no. 

10) and FAR4-70J-a require to mainlam the project 
documenl for three years after reeel\ ing oflast 
payment .we have provided the supporting documents 
to the aUlhlor al all cases, bUI we could nOI lind the 
required 3Eroval in Ihls case 

ThiS ",as incurred madl."ertenlly billed as Iravel , however 
il aCUlely IS 1 COSI of meeling "'lIh mainlenance centers 
coordmalors v. htch WOlS held in project office, but It miss-
billed under ua\-ellinc ilem instead of conferences, and 
should be reclassified 

- - - -

FAR Reference 
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I 
Coopers 
&Lybrand 

ALLIED CORPORHJON - EGYPT 

Pilot !'taintenanrr Centen Projrrl 
263 -0 18 2 -C-OO-9005-00 (Edu5V5tems) 

Item/Pool Questioned J Questioned I Questioned 
Com 1992 Com 1993 I CostS 1994 

LE 231 

LE 183 

UlK 
Lf: 468 

- - - .. -

AlUED CORPORATION 

MANAGEMENT COMMENTS 

Questioned Allied Rcsponse 
Costs 1995 

This amount ~ts the cost oflodging for J days 
during PMC Admin.·Mr. Adel A. Hakim's trip to Qena 
The reservation was made Ihrough Maya travel company 
which was the travel agent for EduSystems for all travel 
scrviCt;$. and we p~id to Maya trave/the I;Ost oflexlgin!! 
against receipt from them to prove the pavrnenl. this 
receipi presents the supporting document· since it IS from 
third part)', and the auditors have secn it. 

This amounl present a sales tal( was added to PMC 
vehicle spare pans 
We would like to clarify thai: 
1- The sales tax at that time was a new system for both of 
conrraclOrs and USAID. 
2- PMC project at that time was nearly 10 be closed 
). The e)(emplion fonn for sale laJI at thaI lime was not 
yet available. 
According FAR 31.205-41 these taJIes are allowable cost 
since Ihe exemption were not available 

(InVOICe paid after PMC project closed) 
This amounl is one Ihe cost of demobiliLllion "hKh is 

- - - - - -

FAR Reference 

fAR 3L205-4 I 
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(b) The follOWing types of coSls 
are nOI allowable 
(1) Tau'S from which 
uemplions :ITt ayailahlr 10 the 
contractor dlrectly.--

- - t 
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Coopers 
&lybrand 

,\ LU£D CORPORA TION - [GYI'T 

Pilot Mainlenance CCnlt.-s Project 
263-'l182·C-OO·9005-00 (Edusystems) 

hem/Pool Ques1 ioned I Questioned Questioned 
Costs 1992 Com 1993 I COSl~ 19Q4 

LE 394 

LE 420 

AlUED CORPORATION 

MANAGEMENT COMMENTS 

Questioned Allied Responst 
ro~ts IQ9~ 

presents the COSI of clean the carpels of PMC ollice 
dunng the demobilization period. 
During the lum over of PMC PMC office equipment and 
furniture in December 1992. it caused some staim to the 
Oat carpets. so it was has 10 be cleaned after the 
completion of all PMC's demobilization opera lions. 100 II 
was cleaned in December 1992. but the dean invoice W1S 

received in January 1993 

(tdephone line subscription) 
This amounl was a pan of Project local and telephone 
bills for year 1992. and this amount usually paid in 
advance. so . at the stan of fMC proJect. the telephone 
lines were used by the project without any charges to 
them for the telephone subscnption. however II was plld 
before the Sian of the project. 
According to above. this payment is not paid advance. but 
for the penod pnor the end of the project. 

(Unsupported cost ofSemmar) 
TIus amount were IOcurred bv Edusvstems dunn!! SemlflaI 

.. .. .. -

FAR Referencc 
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MANAGEMENT COMMENTS 

-

I· 
I 

ALLlEO CORPORA nON - EGYPT 

filol I\tainltoancc Cenleo Proj«1 
263-0182-C-OO-9005-00 (Edusystems) 

I[elU/Poo'~.Qut:5lionO:dl QIIC5.tionen rQ~~LiUnc:d T QU<!SIiono:d 
Custs 1992 Com 1993 Costs 19'}~ I C<lSlS 1995 
----

LE 500 

Sales Tax LE4,SI5 

- - - - - -

.\Uictf Rcslloose 

was held In AsSUIl Government Club durang the penod 
from 14-16I~/199~. and Ihls amount represent the cost of 
prepare and clean /he vellUe of confCfCllC<: for three days. 
and atlach is a copy of receipt of paymau (auachmau It 
II) 

(Unsuppofled pet diem) 
This amount IS 1101 per diem bul a cost of Icctures 
prepared by Mr. KadIy Abou HUS-$ltn for lIuce days 
during PMC seminar held in Curo in March 
1992.(allachmClllIi 12) 

I. This amount of sales lax prescnls Ihe salC5. lax adden 
10 PMC telephone calls invulCes (local and 

imemallonai), llus accrued because lax C)(emptlon IS 
not aVailable, because EduSystems was rented an 
office in from of Alhed's olliee for PMC project, and 
shared A1hen's tdephone hnes. and It ",as unav.ulablc 
10 Allied to gCl IU exemption for Illest Ielephont 
lines 

F:\R Reference 

FAR 31.205-41 
(b) The folluwlII~ Iype~ of (mts 

aJ e nUl a110 ... .1bk 

(3) Ta1C1 from "hich 
elCmplloll1 ;;arc ;l\ "ibl.1r lu the 
contractor .ill.:.:tl) -----

- - - - - - t • t 
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Coopers 
&Lybrand 

.\LUED CORPOlVt.1l0N - EGYPT 

Pilot Mainltnance em len Projrd 
26J-0182-C.()O-9005-60 (Edusystems) 

hrm/rool Questioned Qu~ioned I Questionerl 
Costs 1992 Costs 1993 COSIS 199" 

ALLIED CORPORA nON 

MANAGEMENT COMMENTS 

Questioned Allied Response 
Costs 1995 

2. According FAR J 1.205-41 these taxes are allowable 
cost since fhe eXCIlIplion are nOI available. and if is 
considered a pall of telephone: bill cost which could 
nol be avoided: and should be included in PMC costs 

.. - .. - -

fAR Reference 
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ALLIED CORPORATION 

INDEPENDENT ACCOUNTANTS RESPONSE 

Appendix B 
Page 1 of 7 

The Allied Corporation ("Allied") management provided comments relating to the draft report 
presented at the exit conference held on May 11, 1997. Allied's comments are included, 
unedited, in Appendix A to this report. In response to their comments, we reviewed additional 
supporting documents provided by Allied management. Please note that the finding references 
used below correspond to those used in Allied's management comments and our final reports. 

INDIRECT COST POOLS 

Donations 

Report Finding A( 1) for 1992 
Management Comments Page 3-1992 (LE 500) 

(LE 300) Based on review of documentation submitted by Allied with their management 
comments, we noted that this cost was incurred to pay for an Allied advertisement, not a 
donation. This cost will remain excluded in the indirect cost-overhead pool. 

(LE 150) This cost for building elevator maintenance will remain excluded until such time that 
the issue regarding the office rental is resolved. For details, see discussion below under office 
rent. 

(LE 50) This amount was not explained in Allied's management comments, therefore our 
position remains unchanged. 

Report Finding A( 1) for 1995 
Management Comments Page 3-1995 (LE 2,252) 

(LE 2,000) Upon review of documentation submitted by Allied with their management 
comments, this cost will be included in the indirect cost-overhead pool. 

(LE 252) This amount was not explained in Allied's management comments; therefore, our 
position remains unchanged .. 

Travel 

Report Findings F( 1) for 1993 and I( 1) for 1994 
Management Comments Page 5-1993 (LE 22,864) and 1994 (LE 9,224) 

(LE 22,864) Based on review of Allied's supporting documents for air travel, this amount will 
be included in the indirect cost-general and administrative pool. 
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Appendix B 

Page 2 of 7 

(LE 9,224) Allied provided a copy of a charge card bill which equaled this amount. however no 
air tickets were provided. Without tr~ benefit of an air ticket, we are unable to determine the 
allowability of this cost. 

Report Finding A(2) for 1994 
Management Comments Page 5-1994 ILE 8,473) 

The only SUPP9rting documents provided by Allied for lodging was a charge card bill showing 
total amounts for hotels. The charge card receipt does not provide duration of stay, number of 
persons, identities of persons, or a break down of the charges. Without a break down of the 
charge it is impossible to determine if the lodging rates paid were within the USAID-approved 
lodging rates. 

Notwithstanding Allied's management comments, our position is unchanged. 

Report Findings H(1) for 1992, F(6) for 1993, 1(1) for 1994, and H(various) for 1995 
Management Comments Page 6-1992 ILE 2,518)' 1993 ILE 20,932)' 1994 LE 9,224)' and 
1995 (LE 24,633) 

Notwithstanding management's response, in the absence of the form "Certification of 
Unavailability of U.S. Flag Carriers," the cost for air travel taken on non U.S. Flag Carriers is 
unallowable. This requirement is set forth in USAID Handbook 13, Paragraph 3. If a cost is 
not a"owable as a direct cost, it is not a"owable as an indirect cost. If unallowable costs were 
permitted to be charged to indirect cost pools in which the U.S. Government pays a share, 
contractors would charge all their unallowable costs to the indirect cost pools. This would 
provide a vehicle whereby unallowable costs could be charged to the U.S. Government. 

Report Findings H(2) for 1992, F(various findings) for 1993, 1(4) for 1994, and Hlvarious) for 
1995 
Management Comments Page 7-1992 (LE 5,967)' 1993 (LE 62,876)' 1994 ILE 19,933)' and 
1994 (LE 58,865) 

Notwithstanding management's response, per diem rates charged to the indirect cost pools in 
excess of USAID-approved per diem rates are not eligible indirect costs. Therefore, these 
costs remain excluded from the indirect costs-general and administrative pool. 

Allied has misinterpreted the FAR 31-205-46 which states that" Actual [emphasis added] 
costs in excess of the" USAID-approved per diem rates are a"owable provided certain 
requirements are met. However, Allied did not charge actual costs to the indirect cost pool, 
but rather a per diem rate was charged. 

Report Findings F(2&5) for 1993, 1(3) for 1994, and Hlvarious) for 1995 
Management Comments Page 8-1993 (LE 10,489), 1994 ILE 3,685), 1995 (LE 2,361) 

Supporting documents provided with the Allied's management response for restaurant costs 
do not prove that the FAR 31.205-43 can be applied. For restaurant costs to be eligible for 
reimbursement under this clause, supporting documents must show the reason for the 
business meeting, who participated, what was discussed and the probable effect to Allied's 
business. Should these costs be considered business costs, per diem paid to the Allied 
participants should have been adjusted. 
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Management Comments Page 9-1992 (LE 52(170)' 1993 (LE 101(850)' 1994 (LE 119(224)' 
1995 (LE 114(264) 

We continue to assert that the lease agreements fall within the parameters of FAR 
Section 31.205-36(b)(3). Therefore, the office rent charged to the indirect cost pool should 
not exceed the normal costs of ownership, such as depreciation, .. .insurance, facilities, capital 
cost of money, and maintenance ... " Consequently, our position remains unchanged. 

Meals and Entertainment 

Report Findings C(1) for 1992, A(1) for 1993, 0(1) for 1994, and C(1) for 1995 
Management Comments Page 11-1992 (LE 4(123)' 1993 (LE 2(159)' 1994 (LE 3(199)' and 
1995 (LE 5(343) 

Allied management comments are noted, but our position is unchanged. 

Salaries 

Report Findings F( 1) for 1992, C( 1) for 1993, F( 1) for 1994, and E( 1) for 1995 
Management Comments Page 12-1992 (LE 71(280)' 1993 (LE 75,827}' 1994 (LE 72(800)' 
and 1995 (LE 83,400) 

Based on information received with Allied management's comments, we have included the 
principal's salary costs in the indirect cost-general and administrative pool. Our report has 
been modified to reflect this change. 

Gifts 

Report Finding O( 1) for 1992 
Management Comments Page 13-1992 (LE 19(640) 

(LE 14(156) New Year's gifts do not fall within the allowable public relations cost mentioned in 
FAR 31-205-1 (e)(2)(i), (ii), and (iii). Our position remains unchanged. 

(LE 5,484) Allied did not provide documents to support this cost, therefore our position 
remains unchanged. 

Vehicle Rent 

Report Finding-None 
Management Comments Page 14-1995 (LE 80,420) 

The correct amount for vehicle rent to be included in the indirect cost-general and 
administrative pool is LE 51 ( 118. Our report has been modified to reflect this change. 
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Report Findings G(1) for 1992,0(2) for 1993, G( ) for 1994, and F(1) for 1995 
Management Comments Page 14-1992 ILE 4,941). 1993 ILE 3,596). 1994 ILE 3,113), and 
1995 ILE 4,976) 

For the reasons stated in our report, Allied should attempt to obtain a tax exemption letter. If 
such a letter cannot be obtained, Allied must pay Egyptian taxes from a source of funds other 
than USAIO/Egypt. 

Report Findings F(2) for 1992 and F(2) for 1994 
Management Comments Page 16-1992 (LE 2,761) and 1994 (LE 1,578) 

Notwithstanding management's comments, our position remains unchanged. Eligible social 
security discussed in the FAR pertains to social insurance paid in the United States. 

Report Finding C(2) for 1993 
Management Comments Page 16-1993 (LE 16,390) 

Allied did not provide supporting documents to prove that this charge is other than social 
insurance. Our position relating to social insurance is discussed in the paragraph immediately 
preceding this one. 

Report Finding-None 
Management Comments Page 17-1993 (LE 8,718) 

Our report did not specifically exclude the referenced amount from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding E(2) for 1995 
Management Comments Page 17-1995 (LE 19,330) 

Our position is unchanged, see comments above for the Management Comments, Page 16 for 
LE 16,390. 

Report Finding-None 
Management Comments Page 18-1992 ILE 8,330) and 1993 ILE 900) 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding-None 
Management Comments Page 18-1993 (LE 6,622) 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 
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Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding-None 
Management Comments Page 19-1992 (LE 5,5681 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding-None 
Management Comments Page 19-1993 (LE 7,320) 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding-None 
Management Comments Page 20-1994 (LE 7(000) 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding-None 
Management Comments Page 20-1995 (LE 6(626) 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

Report Finding-None 
Management Comments Page 20-1995 (LE 463) 

Our report did not specifically exclude the referenced amounts from the indirect cost pools. 
Allied management did not provide the details related to this payment or any supporting 
documentation. Therefore, our report will not be modified to include this payment. 

PMC DIRECT COSTS 

Report Finding-PMC-D( 1) 
Management Comments Page 22-1992 (LE 7(241) 

Notwithstanding management's comments, our position is unchanged. Allied management has 
not provided any evidence that these costs related to conferences. Note also, that Allied 
charged this type of expense to the indirect cost pools under "Meals and Entertainment" 
discussed above. 
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Based on supporting documents provided with Allied management comments, this questioned 
cost has been removed from the final report. 

Report Finding-PMC-B( 1) 
Management Comments Page 23-1992 (LE 6,026) 

Notwithstanding management's comments, our position remains unchanged. 

Report Finding-PMC-C(21 
Management Comments Page 23-1992 (LE 154) 

Based on management's comments, we have removed this questioned cost from the final 
report. 

Report Finding-PMC-C(31 
Management Comments Page 24-1992 (LE 231) 

Lodging costs must be supported with a hotel receipt. 

Report Finding-PMC-C( 1) 
Management Comments Page 24-1992 (LE 183) 

For the reasons stated in our report, Allied should attempt to obtain a tax exemption letter. If 
such a leUer cannot be obtained, Allied must pay Egyptian taxes from a source of funds other 
than USAID/Egypt. 

Report Finding-PMC-D(4) 
Management Comments Page 24-1992 (LE 468) 

Based on management's comments, we have removed this questioned cost from the final 
report. 

Report Finding-PMC-O(4) 
Management Comments Page 25-1992 (LE 394) 

Allied management did not provide documents to support their response, therefore our position 
is unchanged. 

Report Finding-PMC-D(3) 
Management Comments Page 25-1992 (LE 420) 

This amount is part of LE 920 that was questioned as unsupported. Based on management's 
comments, we have removed this questioned cost from the final report. 

Report Finding-PMC-D(3) 
Management Comments Page 26-1992 (LE 500) 

This amount is part of LE 920 that was questioned as unsupported. Based on management's 
comments, we have removed this questioned cost from the final report. 
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For the reasons stated in our report, Allied should attempt to obtain a tax exemption letter. If 
such a letter cannot be obtained, Allied must pay Egyptian taxes from a source of funds other 
than USAID/Egypt. 
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Appendix C 

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

,:;AIRO, EGYPT 

MEMORANDUM 

Date August 27, 1997 

To Bruce Boyer, A/RIG/A/Cairo 

From Shirley Hunter, Division Chief, FM/FA 

3 I AUG 1997 
RIG/Ale 

Subject: Financial Audit of Allied Corporation, Expenditures 
Incurred Under Contract No. 263-0000-C-OO-Sl13-00 
and Subcontract Nos. 263-0182-C-OO-900S and 263-
01S2-C-OO-1016-00 

During the 30-day response period, Mission has met with the 
Company's Director, the Chief Accountant and discussed the 
findings in further details and agreed t? the following: 

* The Contractor will submit a copy of its policies and 
procedures in support of the contractor response to the 
audit. 

* The Procurement Officer will review the documentation 
submitted and make a final determination in accordance with 
the Federal Acquisition Regulations (FAR). 

* FM will the request the CPA firm to submit furth~r details 
of particular findings. 

Mission is expecting to reach the final determination during the 
month of October 1997. 

Therefore, please issue the final audit report. 

Thank you for your cooperation. 

106 Kasr EI Aini Street 
Garden City 
Cairo, Egypt 


