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USAID 

******* 

CAIRO, EGYPT 

UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAL/AUDIT 

Report No. 6-263-98-002-0 
January 6, 1998 

MEMORANDUM 

TO: 

FROM: 

SUBJECT: 

DIRECTOR USAID/Egypt, John R. Westley 

RIG/A/Cairo, Lou Mundy ~ ___ 7'r"/_/~,.,...., 
Report on Agreed-Upon Procedures pplied to US AID Resources 
Managed by Raytheon Ebasco Overseas Limited Under USAID/Egypt's 
Power Sector Support Project No. 263-0215 

The attached Allied Accountants report, transmitted on November 27, 1997, presents the 
results of the application of financial-related agreed-upon procedures to USAID resources 
managed by Raytheon Ebasco Overseas Limited (Ebasco) under USAID/Egypt's Power 
Sector Support Project No. 263-0215. The principal activity performed by Ebasco. was 
to provide overall project management for the design, procurement, construction, and 
initial operation of the El Kureimat Thermal Power Station through an architect
engineering services contract with the Egyptian Electricity Authority. USAID financing 
was provided through a grant agreement with the Government of Egypt designed to 
reduce electricity sector subsidies and make other energy sector policy changes by 
providing capital infrastructure incentives to the Government. 

We engaged Allied Accountants to perform agreed-upon procedures relating to certain 
costs which USAID/Egypt reimbursed to Ebasco for expenditures during the period April 
8, 1992 through March 31, 1996. Due to the unavailability of accounting records for 
costs prior to July 1993, Allied Accountants were only able to review costs for the period 
July 1, 1993 through March 31, 1996. The agreed-upon procedures were performed on: 
1) costs reimbursed by USAID/Egypt for certain expenses for a sample of employees, 2) 
internal control policies and procedures related to the Cairo imprest fund, and 3) 
compliance with agreement terms and applicable laws and regulations. These procedures 
were to assist USAID/Egypt in ensuring the allowability of certain costs and do not 
constitute an audit conducted in accordance with generally accepted auditing standards. 
Accordingly, the attached report does not express an opinion on Ebasco' s fund 
accountability statement as would be done under a financial audit. 

Based on the procedures applied. Allied Accountants questioned, as ineligible, $153,078 
out of $1.662,433 in costs reimbursed by USAID/Egypt. These questioned costs related 
principally to salary costs of Ebasco employees billed to USAID in excess of the salaries 
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stated in the individual employees' contracts with Ebasco. Allied Accountants' report also 
noted a weakness in Ebasco' s internal controls due to a lack of separation of duties over 
its imprest fund. In addition, the report indicated that Ebasco' s recordkeeping procedures 
did not comply with a requirement in its contract with the Egyptian Electricity Authority 
to keep a complete set of accounting records at its main office in Cairo. 

In response to the draft report, Ebasco officials provided additional clarifications to the 
report findings. Allied Accountants reviewed Ebasco' s response and deleted or modified 
some of their findings accordingly (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 (ineligible) costs of $153,078 detailed 
on pages 10 through 12 of the Allied Accountants report, and recover from 
Raytheon Ebasco Overseas Limitedthe amounts determined to be unallowable. 

Recommendation No.2: We recommend that USAID/Egypt obtain evidence 
that Raytheon Ebasco Overseas Limited has addressed the internal control 
weakness (lack of separation of duties) detailed on pages 12 and 13 of the Allied 
Accountants report. 

Recommendation No.3: We recommend that USAID/Egypt obtain evidence 
that Raytheon Ebasco Overseas Limited has addressed the noncompliance issue 
(lack of complete accounting records in Cairo) detailed on page 13 of the Allied 
Accountants report. 

In response to Recommendation No.1, USAID/Egypt officials indicated that they agreed 
with the auditors' major finding. However, the Mission was awaiting additional 
information for some minor findings before rendering a management decision on the 
questioned costs as a whole. Recommendation No.1 remains unresolved pending that 
management decision. In response to Recommendation No.2. USAlD/Egypt officials 
stated that Ebasco had implemented corrective actions which addressed the finding. 
Based on that determination. we conclude that a management decision has been reached 
on Recommendation No.2. In response to Recommendation No.3, USAID/Egypt 
officials provided evidence that Ebasco' s contract had been amended to relieve Ebasco 
of the requirement to maintain complete accounting records in Cairo. Based on that 
evidence, we conclude that final action has been taken on Recommendation No.3. 

Thank you for the cooperation and assistance extended to the staff on this engagement. 

Attachment: al s 
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ALLIED ACCOUNTANTS 
Ragheb, Istanbouli & El Kilany 

A Member Firm of ARTHUR ANDERSEN & Co. SC 
Public Accountants &: Business AdVISOrs 

Fellows &: Members of the Egyptian Society of Accountants &: Audltors 

November 27, 1997 

Mr. Lou Mundy 
Regional Inspector General for AudiUCairo 
United States Agency for International Development 
Cairo, Egypt 

Dear Mr. Mundy: 

.r.~IJ ..)... . b I. ~I.! 
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This report presents the results of the agreed-upon procedures which we performed in accordance 
with Delivery Order No. 22 under Indefinite Quantity Contract No. 263-0000-1-00-3057-00, and 
applied to resources managed by Raytheon Ebasco Overseas Limited (REOl) under the Power Sector 
Support Project No. 263-0215, for the period April 1, 1992 through March 31, 1996. 

Background 

On April 8, 1992 the Egyptian Electricity Authority (EEA) entered into an Architect-Engineer 
Services Contract (the Contract) with REOL to provide overall project management, design and 
procurement for the:; X 600 MW Thermal Power Station at EI Kureimat site on the east bank of the 
Nile, 90 kilometers south of Cairo. On October 26, 1992, via Amendment No.1, the scope of work 
was expanded to include construction, management and initial operation services. 

The Contract was issued under the Power Sector Support Project. Grant Agreement No. 263-0215. 
The Grant Agreement was signed between the United States of America and the Arab Republic of 
Egypt on September 27, 1989. The purpose of the Grant Agreement is to support continued 
Government of Egypt progress in reducing electricity sector subsidies and in making other energy 
sector policy changes by providing capital infrastructure incentives to the Government. The project 
consists of the installation of two 600 MW generating units at EI Kureimat. USAID financing was 
provided through Lener of Commitment No. 263-0215.06-001, signed on October 27, 1992 between 
USAIDfEgypt and REOL. USAID tinancing was to be used for the US Dollar costs of: 

• Consultant services, 
• Final design of the plant 
• Preparation of specifications and tender documents, and awarding of contracts for all equipment 

and construction services for the plant. and 
• Equipment. 

The balance of foreign exchange financing was to be provided by other bilateral and multilateral 
financing agencies. 

Objective 

The objective of this engagement was to apply agreed-upon procedures to resources managed by 
REOl, through lener of Commitment No. 263-0215.06-00 I under the Power Sector Support Proi.s, 
Grant Agreement No. 263-0215, for the period April I, 1992 through March 31, 1996. 

Scope of Work and :vtethodologv 

The agreed-upon procedures were applied to: 
• Costs reimbursed by USAID/Egypt for certain expenses for a sample of six employees: 
• Internal control policies and procedures related to the Cairo imprest fund; and 
• Compliance with the Agreement terms and applicable laws and regulations. 
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ALLIED ACCOUNT ANTS 

Because complete invoice packages were not available for costs billed prior to July I, 1993. our 
procedures covered only invoices for the period July 1, 1993 through March 31, 1996 that were 
available for review. 

Using REOL's invoices. we reviewed compensation. non-work related travel, and non-compensation 
related allowances for a sample of five REOL employees and one sub-contractor employee. The 
total costs reviewed were: 

Bv Emplovee* 
No. I 
No.2 

No.3 

No.4 
No.5 
No.6 

Amount S 
149,427 
302,250 

·292,361 
296,458 
364,:762 
257,175 

1.662.433 

* Employees are referred to by Nos. to preserve confidentiality. 

By Cost CategorY 

Salaries 
Post differential 
Rest and Recreation 
Home leave 
Housing 
Others 

AmountS 

1,235,026 
117,796 
17,859 
36,757 

161,543 
93,452 

1.662.433 

Please note that the above amounts are only those that were on the invoices that were available for 
review. and do not necessarily reflect all costs that have been reimbursed for the period covered. 

SummarY of Findings 

Cost Category 

Salaries 
Post differential 
Non-compensation 
allowances (other) 

Questioned Cost $ 

Ineligible Unsupported 

140.564 
791 

II. 7~3 
153,078 
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ALLIED ACCOUNTANTS 
Ragheb, Istanbouli & EI Kilany 

A Member Firm of ARTHUR ANDERSEN & Co. SC 
Public Accountants &: Business Advisors 

Fellows &: Members of the Egyptian Soaety of Accountants &: Auditors 

Mr. Lou Mundy 
Regional Inspector General for Audit/Cairo 
United States Agency for International Development 
Cairo, Egypt 
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Independent Accountants' Report on Applving 
Agreed-Upon Procedures 

We have perfonned the procedures enumerated below, which were agreed to by the United States 
Agency for International Development Mission in Egypt (USAID/Egypt), solely to assist you in 
ensuring the allowability of certain costs which USAIDlEgypt reimbursed to Raytheon Ebasco 
Overseas Limited (REOL) for work related to their host country Contract with the Egyptian 
Electricity Authority (EEA) for Architect-Engineer Services for the El Kureimat Thennal Power 
Station. Our pro<;edures covered costs reimbursed for five REOL employees and one subcontractor 
employee as detailed in the Schedule of Transactions Tested of this report. As described in Note 2 to 

·the Schedule of Transactions Tested, the review period was initially intended to be April 8, 1992 
through March 31, 1996, however, complete invoice packages were not available for costs billed 
prior to July 1, 1993, therefore. our procedures included only invoices from July 1, 1993 through 
March 31, 1996 that were available for review. This agreed-upon procedures engagement was 
perfonned in accordance with standards established by the American Institute of Certified Public 
Accountants. The sufficiency of the procedures is solely the responsibility of the specified users of 
the report. Consequently, we make no representation regarding the sufficiency of the procedures 
described below either for the purpose for which this report has been requested or for any other 
purpose. 

A summary of the procedures and associated results follows: 

A. Incurred Costs 

1. For the employees selected. detennine if all compensation paid was in accordance with Contract 
tenns. Testing will include salary, bonuses, post differential, post adjustments, overtime and any 
other compensation related payments. 

3. 

Salaries and post differential paid were in accordance with Contract tenns. No bonuses, post 
adjustments, overtime, or any other compensation payments were paid except for the following: 

• Salaries for six employees in theamount of$140,564 were ineligible. 

• Post differential costs for two employees in the amount of $791 were ineligible. 

The details of our findings, are stated in the Findings section of this report. 

Review of all non-work related travel, including home leave and rest and recreation, to detennine 
compliance with the Contract tenns and/or REOL's approved policies. 

All non-work related travel including home leave and rest and recreation was in accordance with 
the Contract tenns and/or REOL' s policies. 

Review of all non-compensation allowances. including housing, education and utilities. to 
detennine compliance with the Contract tenns. 
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ALLIED ACCOUNTANTS 

Housing, education, temporary subsistence, shipment and relocation of personal effects and 
household goods. storage, and emergency travel allowances were in compliance with the 
Contract terms except for the following: 

• Educational travel costs for one employee in the amount of $3,565 were ineligible. 

• Initial assignment travel tickets for one employee in the amount of $5,793 were ineligible. 

• Emergency travel costs for one employee in the amount of $2,365 were ineligible. 

No separate allowances for utilities were p~id. The. details of our findings, are stated in the 
Findings section of this report. 

B. Internal Control Structure 

Review and evaluate REOL's internal control structure to obtain a sufficient understanding of the 
design of relevant control policies and procedures related to the Cairo imprest fund, and whether 
those policies and procedures have been placed in operation . 

.one internal control structure weakness was noted. The weakness involves lack of segregation of 
duties in recording transactions and maintaining custody of assets, for the Cairo imprest fund. 

The details of our finding, are stated in the Findings section of this report. 

Co Compliance with Agreement Terms and Applicable Laws and Regulations 

I. Identify the Contract compliance provisions and pertinent laws and regulations and detennine 
which of those, if not observed could have a direct and material effect on the imprest fund. 

We identified the Contract compliance provisions and pertinent laws and regulations, and 
identified those that could have a direct and material effect on the imprest fund. 

2. Detennine if payments have been made in accordance with Contract tenns and applicable laws 
and regulations. 

Payments have been made in accordance with Contract tenns and applicable laws and regulations 
except for the following: 

• REOL did not keep a complete set of records and documents in the Cairo office as required 
by the Contract. 

The details of our finding, are stated in the Finding section of this report. 

3. Identify any costs not considered appropriate, explaining why these costs are questioned. 

All costs were appropriate except for the following: 

• Salaries for six employees in the amount of $140,564 were ineligible. 

• Post differential costs for two employees in the amount of$791 were ineligible. 

• Educational travel costs for one employee in the amount of$3,565 were ineligible. 

4 
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ALLIED ACCOUNTANTS 

• Initial assignment travel tickets for one employee in the amount of $5,793 were ineligib!,' 
• Emergency travel costs for one employee in the amount of $2,365 were ineligible, 
The details of our findings, are stated in the Findings section of this report. 

4. Determine if funds have been expended' for purposes not authorized or not in accordance wit! 
applicable Contract terms. If so, identify these costs as questioned. 

All funds have been expended for purposes authorized or in accordance with applicable Cont,?, 
terms except for the following: (Note: the following are the same as in No, 3 above). 

• Salaries for six employees in the amount of$140,564 were ineligible. 

• Post differential costs for two employees in the amount of $791 were ineligible. 

.' Educational travel costs for one employee in the amount of $3,565 were ineligible. 

• Initial assignment travel tickets for one employee in the amount of $5,793 were ineligible. 

• Emergency travel costs for one employee in the amount of $2,365 were ineligible. 

The details of our findings, are stated in the Findings section ofthis report. 

5. Determine that those who received compensation and benefits were eligible to receive them. 

We determined that the six employees in our sample who received compensation and benefits 
were eligible to receive them. 

We were not engaged to, and did not, perform an audit., the objective of which would be the 
expression of an opinion on the specified elements, accounts, or items. Accordingly, we do not 
express such an opinion. Had we performed additional procedures, other matters might have come to 
our attention that would have been reported to you. 

This report is intended solely for the use of the United States Agency for International Development 
Mission in Egypt, and should not be used by those who have not agreed to the procedures and taken 
responsibility for the sufficiency of the procedures for their purposes. This restriction is not intended 
to limit the distribution of this report which is a matter of public record. 

Allied Accountants 
July 8, 1997. 

{'\ '\ \ \.~/ ~(. ,J_~t.... 
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Raytheon Ebasco Overseas Limited (REOL) 

Contract between REOL and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Period April 1, 1992 through March 31, 1996 

Schedule of Transactions Tested by Employee in S 
for the Period July 1, 1993 through March 31,1996 

Employee Post Rest and Home 
No. Salarv Differential Recreation Leave Housing Others Total 

115,022 6,467 1,930 4,032 16,619 5,357 149,427 , 207.148 17,982 6,975 13,569 43,712 12.864 302.250 
" 234,349 10,711 3,630 3,275 14,871 25,525 292,361 .) 

4 193,403 25,101 5.324 5,256 31,963 35,411 296,458 

5 281,656 40,220 0 2,616 30.286 9,984 364,762 
6 203,448 17.315 Q 8,009 24.092 .QU 257,175 

1~235~O26 117,796 17,859 36,757 161~543 93.452 1~662~433 

Details of this schedule are presented in the Supplemental Schedules, appendices A through F. 

See the accompanying notes to the Schedule of Transact!ons 
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Raytheon Ebasco Overseas Limited (REOL) 

Contract between REOL and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Period April 1, 1992 through March 31, 1996 

Notes to the Schedule of Transactions Tested by Employee 
for the Period July 1, 1993 through March 31,1996 

Note 1: Background of the USAIDfEgypt Funded Project 

On April 8, 1992 the Egyptian Electricity Authority (EEA) entered into an Architect-Engineer 
Services Contract (the Contract) with Raytheon Ebasco Overseas Limited (REOL) to provide ove,,,,, 
project management, design and procurement f~r the 2 X 600 MW Thermal Power Station at EI 
Kureimat site in the east bank of the Nile, 90 kilometers south of Cairo. On October 26, 1992, vic 
Amendment No.1, the scope of work was expanded to include construction, management and initl_ 
operation services. 

The Contract was issued under the Power Sector Support Project, Grant Agreement No. 263-0215. 
The Grant Agreement was signed between the United States of America and the Arab Republic of 
Egypt on September 27, 1989. The purpose of the Grant Agreement is to support continued 
Government of Egypt progress in reducing electricity sector subsidies and in making other energy 
sector policy changes by providing capital infrastructure incentives to the Government. The project 
consists of the installation of two 600 MW generating units at EI Kureimat. USAID financing was 
provided through Letter of Commitment No-. 263-0215.06-001, signed on October 27, 1992 between 
USAIDlEgypt and REOL. USAID financing was to be used for the US dollar costs of: . 

• Consultant services. 
• Final design of the plant. 
• Preparation of specifications and tender documents, and awarding of contracts for all equipment 

and construction services for the plant. and 
• Equipment. 

The balance of foreign exchange financing was to be provided by other bilateral and multilateral 
financing agencies. 

Note 2: Invoices Reviewed 

We reviewed photocopies of invoice packages located in REOL's Cairo office, for a sample of six 
employees. Of these, five were REOl employees and one was a subcontractor employee. To 
preserve confidentiality. we refer to the employees by numbers. The review period was initially 
intended to be April 8. 1992. when the Contract was signed, through March 31, 1996. However, 
REOl stated that the first invoice was prepared in August 1992. For the forty-four months from 
August 1992 to March 1996. four invoices were not available, eight did not have a summary of cost.: 
and five did not have detailed back-up. Because complete invoice packages were not available for 
costs billed prior to July I. 1993. our procedures covered only the invoices from July 1993 through 
March 3 1. 1996. 

Note 3: Criteria for Allowabilitv of Costs 

The criteria for compensation and overseas differential are specified in the Contract. Compensation 
was to be based on actual cost. based on a -+8 hour work-week. Overseas differential was to be 15% 
of actual compensation. Allowability of other direct costs (allowances) was not specifically 
discussed in the Contract. However "estimated reimbursable" amounts for housing, rest and 
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recreation, dependent education. home leave, and household goods shipment, and other items were 
included in a table which was referenced by the Contract in the section titled "costs payable". 

The Contract also, incorporates AID Handbook I I, Chapter 4, by reference. When addressing 
a!lowability of direct costs, Handbook I I either allows the maximum allowable amounts per the 
contractor's own policies or as agreed to in the Contract. Therefore, if the Contract is silent on the 
allowab.ility of a specific cost item, that cost item is considered allowable only if it meets REOL's 
own policies. 

Note 4: Questioned.Costs: 

fncurred questioned costs are presented in the Summary of Questioned Costs Schedule of this report 
in two separate categories: ineligible and unsupported costs. Questioned costs are expenditures that 
we have determined are not in accordance with the Contract, REOL's policies or other applicable 
USAIDlEgypt regulations 0r are not supported by adequate documentation. "Ineligible costs" are 
deemed to be unallowable because they are not project related, unreasonable, or prohibited by the 
agreement or applicable laws and regulations. "Unsupported costs" are expenditures which are not 
supported by adequate documentation or did not have required prior approval or authorizations. 

Our review identified $153,078 ineligible questioned costs. The summary of questioned costs 
follows and the basis for questioning specific costs are set forth in the "Findings" section of this 
report. 

8 
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Raytheon Ebasco Overseas Limited (REOL) 

Contract Between REOL and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Compensation! Allowance 

Salaries 
Employee No.1 
Employee No.2 
Employee No.3 
Employee No.4 
Employee No.5 
Employee No.6 
Sub-total 

Post Differential 
Employee No.4 
Employee No.5 
Sub-total 

Period April I, 1992 through March 31, 1996 

Summarv of Ouestioned Costs 

Finding 
No. 

2 
2 

Questioned Costs $ (Note 4) 
Ineligible Unsupported 

14,432 
16,204 
9,536 

29,224 
15,633 
55.535 

140,564 

474 
317 
791 

Non-Compensation Allowances (Other) 

Other 
Employee No.2 
Employee No.4 
Employee No.5 
Sub-total 
TOTAL 

7 
9 
10 

9 

3,565 
5,793 
2.365 

11.723 
153.078 



Raytheon Ebasco Overseas Limited (REOL) 

Contract between REaL and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Period April I, 1992 through March 3 I, 1996 

Findings 

A. Incurred Costs 

1) Compensation: 

Finding No. I : Salaries 

Due. to an apparent management oversight, REOL over-billed USAID $140,564 under Salaries for 
employees Nos. 1,2,3,4,5 and 6. Employees' monthly salaries and the dates of their assignment to 
the project are specified in their contracts with REOL. Additionally, REOL's policies indicate that 
compensation is to be based on a 48 hour work week, and "additional compensation will not be 
made to the employee for overtime worked beyond the forty-eight (48) hour work week to suit 
conditions at the project site". In addition, according to the Cost Accounting Standards Board 
Disclosure Statement required by Public Law 91-379 filed by Ebasco Services Incorporated, "Each 
employee's hourly rate for standard time (excluding all overtime) is computed by dividing the 
employee's annual base salary by the available work hours in the calendar year". As detailed in the 
table below, all of the over-billing for employees Nos. 1,2,3,5 and 6, and part of the over-billing 
for employee No.4, represent amounts billed to USAID in excess of the amounts stated in the 
employee contracts as payable after taking into consideration all the applicable raises earned by the 
employee. 

For employee No.4, 57,982 of the over-billing represents amounts billed for periods preceding the 
employee's assignment to the project. According to employee No. 4's employment contract, he was 
assigned to the project on May 3, 1994. Therefore, REOL should not have billed for Employee No. 
-+'s salary for March and April 1994. REOL indicated that, prior to May 3, 1994, employee No.4 
was actually employed on the project in the Home Office (Off-Shore). However, no documents to 
that effect were provided. 

The over-billed amounts are broken down as follows: 

Payable per Ineligible ($) 

Billed to Employee Excess over Pavable Per 
'Emplovc:e USAID ($) Contract ($) • Emplovee Contract 

~o. I 115.0::'::' 100.590 I-IA32 
No. ::. 207.1-18 190.94-1 16.204 
No.3 23-1.3-19 ::'::'-1.81-1 9.536 
~o. -I 193A03 165.-107 ::'1.242 
:-;0.5 ::'81.656 266.023 15.633 
~o. 6 203.448 1-17.913 55.535 

Total 1.235.026 1.095.691 132.582 

Ineligible ($) 

Billing Period is 
Prior to Assignment 

Total Ineligible 

.ill 

I-IA32 
16.204 
9.536 

7.982 29.224 
15.633 
55.535 

7.982 140.564 

• Each amount presented here was computed by multiplyi~g the hourly rate by the number of work hours billed (vacation 
and other leave hours were not inclUded). The hourly rate was computed by dividing the employee's annual base salary by 
thl! a\ ailable work hours In the calendar year (-18 hour week. 2.496 hours per calendar year). as indicated by the employees' 
contracts.lIld CAS' Disclosure Statement. 

USAID was billed ineligible costs for salaries of $140,564. 

10 
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Finding No.2: Post Differential 

Due to an apparent management oversight, REOL over-billed USAlD $791 under Post Differer.' . 
for employees Nos. 4 and 5. The employees' contracts with REOL indicate a foreign service 
allowance equal to 15% of the base salary commencing on the date of arrival at post of assignment 
and continuing during periods away from the post on official business, until the close of business ( 
the day of departure from post of assignment enroute to the US. The over-billing for employees: 
4 and 5 represents amounts billed to USAID in excess of the 15% stated in the employees' contrc:,~ 
as payable after taking into consideration all the applicable raises earned by the employee. The over
billed amounts are broken down as follows: 

Inelieible ($1 Excess over 
Pavable l1er Eml1lovee Pavable Per Eml1lovee 

Eml1lovee Billed to USAID (S) Contract (S)* Contract 

No.4 25.101 24.627 474 
No.5 40.220 39.903 ill 

Total 65.321 64.714 791 

* Each amount presented here was computed by multiplying the hourly rate by the number of work hours billed (vacation 
and other leave hours were not included) and by 15 %. The hourly rate was computed by dividing the employee's annu~l 
base salary by the available work hours in the calendar year (48 hour week, 2,496 hours per calendar year), as indicateri 
the employees' contracts and CAS' Disclosure Statement. 

USAID was billed ineligible costs for post differential of $791. 

2) Non-Work Related Travel 

Finding No.3: Rest & Recreation (R&R) 

Finding deleted. 

Finding No.4: Home leave 

Finding deleted. 

Finding No.5: Home lea\e 

Finding deleted. 

3) Non-Compensation Allowances (Other) 

Finding No.6: Housing A.llowance 

Finding deleted. 

Finding No.7: Educational Travel 

In July 1993, REOl billed 53,565 under Home leave for employee No. 2's child. The airfare wa, 
business class. REOl stated that the amount billed was misclassified and should have been billed as 
educational travel. However. REOl policies indicate that economy class ticket will be provided [" 
educational travel. As a result. REOL billed a cost not in accordance with its own policies. Based '.:. 
the above eligibility criteria. ultimately only the excess of the business over the economy class rourd 
trip airfare is ineligible. However. until REOL provides support for the cost of the trip had economy 
class been used, the whole amount will be questioned as ineligible. 

USAID was billed ineligible costs for educational travel of $3,565. 

11 



Finding No.8: Vehicle Storage 

Finding deleted. 

Finding No.9: Initial Assignment Travel 

In June 1994, REOL billed $6,216 for three airfare tickets for the initial assignment of employee No. 
4 and dependents to Cairo; travel took place in May 1994. In October 1994, REOL billed $5,793 for 
the same travel. REOL acknowledged that $5,793 representing the fare for the one way return 
portion of the round trip tickets should not have been invoiced. Handbook 11, Section A.3.2.2, states 
"Costs should be reimbursable for actual travel cost and travel allowances of travelers from place of 
current residence to the post of duty in the host country". REOL stated that the return trip tickets 
were subsequently returned to the airline for credit prior to their expiration date and that the amount 

was credited ~o EEA. However, REOL did not'provide any documentation of ultimately crediting 

USAIDlEgypt. 

USAID was billed ineligible costs for travel of$5,793. 

Finding No. 10: Emergencv Travel 

In December 1995, REOL billed $2.365 for two emergency airplane tickets for employee No.5 to 
attend the funeral of the employee's brother. The Contract, in Appendix A, Section 5B, (5), f. 
indicates that REOL is authorized to approve travel for death or serious iIlness in the immediate 
family members (parents and children) of an employee or spouse. Travel will be by economy class. 
REOL considered the employee's brother an immediate family member which is not allowed by the 
Contract. 

USAID was billed ineligible costs for emergency travel of $2,365. 

B. Internal Control - Imprest Fund 

Finding No. II: Imprest Fund 

We noted that a bank account was being used for the imprest fund. Disbursements were made 
through checks. which "'ere reviewed and approved by the Project Manager. A cash book was kept 
and monthly reconciliations were prepared. The reconciliation was submitted to the headquarters, 
where the imprest fund replenishment comes from. The fund has been used to pay expenses incurred 
in Egypt. Expenses paid out of the imprest fund which are related to the Contract are billed by 
headquarters. These expenses are: 

J. Purchase of airline tickets. 
Tuition fees for employees' dependents. and 

J. Air or surface freight for shipment of personal effects. 

During our review of the imprest fund. we noted that the accountant in the Cairo office issues the 
checks. records the transactions. and prepares the bank reconciliations and reports submitted to the 
headquarters. For the month selected for review, we noted that the beginning balance in the cash 
book was less than the balance of the imprest fund reported to the headquarters. The difference in the 
balance was due to a check which was not recorded when issued. Hence, the imprest fund reported 
an overstated balance. resulting in a lesser amount to be requested for replenishment. The error was 
later corrected. We also noted that three checks were not recorded in the cash book. Sound internal 
control procedures require adequate segregation of duties to allow for timely detection and correction 
of errors. Had there been a second person performing some of the tasks performed by the accountant, 
errors and omissions would have been detected and corrected sooner. 

12 
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Recommendation: 

We recommend that REOL ensure that: 

1. The cash book is updated on daily basis and shows all checks issued and voided. 

2. Bank reconciliations are prepared by a person other than the accountant. 

3. Bank reconciliations and reports submitted to the headquarters are reviewed and approved by the 
Project Manager. 

C. Compliance 

Finding No. 12: Records and Supporting Documents 

REOL did not keep a complete set of records and documents in the Cairo office. According to 
REOL's management, the project started operating in August 1992. However, the only documents 
available in the Cairo office were invoice packages consisting of a cover sheet with a summary of the 
expenses billed and photocopies of supporting documents such as invoices for office supplies, travel 
expense reports, airplane tickets, and a summary of housing and post differential allowances, by 
employee. 

During the forty-four months from August 1992 to March 1996, we noted that four monthly invoices 
were missing. In addition. thirteen of the invoice packages were incomplete: eight did not have the 
summary of expenses, and five did not have photocopies of expense documents. For the month of 
August 1994 there was no information available. In addition, REOL's subcontractor's invoices, 
related to employee No.6, did not provide a breakdown and supporting documents for the expenses 
billed. 

Per the Contract. Chapter II. Section 14, "the Contractor shall keep a complete set of documents, 
records or other evidence of accounting procedures and practices sufficient to reflect properly all 
transactions under or in connection with this Contract and make them available to EEA and USAID 
or representatives at Contractor's main office in Cairo." This requirement is also found in Chapter V, 
Section B.6 and Section E.4 of the Contract. 

REOL indicated that records and supporting documents are kept at the headquarters in the United 
States. REOL did not provide a reason for not keeping records and supporting documents at its Cairo 
office and apparently ignored the Contract's requirement. 

Recommendation: 

We recommend that REOL comply with the Contract's requirement to maintain adequate records and 
supporting documents at its Cairo office for all costs claimed from USAIDlEgypt, or amend the 
contract to relieve itself from this requirement. 

Finding \io. 13: Approvals for Removing or Replacing Emplovees 

Finding deleted. 

13 
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Appendix A 

Raytheon Ebasco Overseas Limited (REOL) 

Contract between REOL and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Period Aprill, 1992 through March 31,1996 

Management Comments 

Raytheon Ebasco 
Overseas Ltd. 

1 November 1997 
EBC-AID-170 

Mr. Dennis Clardy 
USAID/Cairo 

29 C«ni:he EJ..Nile St. 
Omar Ibn EI-Kl:aattab Tower 
Maadi. Cairo. Egypt 

Kamal El-Din Salah Street 
Garden City, Cairo, Egypt 

Cairo Office 
Tel. (202) 378 -702516r1 
Fax (202) 378 -7024 

El-Kureimat Jobaite 
Tel. 20-18710-.862131415 

20-18710-703(719 
20-18710-728 

FIIZ 20-18710-704 

Rayllaeon Engllle era & 
ConsIructws 

Subject: EL-KUREIMA T 2 X 600 MW THERMAL POWER PROJECT 
RESPONSE TO USAID'S DRAFT AUDIT REPORT 

Dear Mr. Clardy: 

Attached for your review are our responses to the 13 findings from the Draft Report, 
dated 28 July 1997, resulting from Allied Accountants audit of REOL' s invoices for the 
period July 1993 through March 31, 1996. Each individual response is separated by a 
nwnbered tab marker whose number represents the specific finding to which the response 
is directed. Each numbered tab includes a copy of the finding along with our specific 
response and related documentation, where appropriate. 

In the interest of responding to the draft audit report within the requested time frame, our 
responses are copies of faxed documents. Ia some instances, the pages of our responses 
are not very clear and, therefore, not easily readable. Cleaner copies of the response pages 
are, however, being expressed mailed from New York to our Cairo office. Upon a.rrivaL. I 
will expedite their delivery to you. In the interim period, though, I believe that most of the 
attached copies are legible enough to read and I regret any hardship created by the poor 
quality of a few of the pages. 

It is my belief that our responses to each of the findings will clarify the issue(s) in question 
and eliminate the need for any of the 13 findings. I trust your review will result in the 
same conclusion. Should there be a need or desire to further discuss any or an of our 
responses, we are available to meet with you and your auditors at your convenience. It is 
our goal to resolve each of these issues as quickly as poSSIble. 



· ... . -

Please advise if and when you would like to discuss our responses to your audit findings. 

Response Required: 

F1B:hm 
Attachment 

Yes 

cc: G. Lemmon (w/o attachment) 
T. Vardaro (wi attachment) 

~~abil Kamhauri 

. - .--. -----,-.-..-- .. 

Very truly yours, 

r;~ 
Fredric 1. Bold 
Project Manager 

No X 

.---........---.~~- - -- --- .. _-_.- . .~-.,...~ .. :-.:~./ .. ..- .' .. ~~~,y' 
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DllAFT UPOR1' lOa DISCUSSION lURPOSES on YDATED 7fllW1 

EJNPING NO.1; Salada. 

n~ findinl claims tbat REOL over-biDed USAID USSU4,'4' ill salaries for eraplo)'f6 
Nos. 1,1. 3, 4. 5 and •• In additioD, ror emplO)'ee NO.4 US $7,982 otthe ovcr.bnliJla. 
represenu amOUDU biDed tor periods prctedil1l the employee', Ulipment to the pH') (~': 
Auordinl tG employee No.4'. employme.Dt tontract. be wu wiped to the project "Ii. 
May 3, 199 ... Therelore, DOL sbould Dot bav. billed ror employee No. 4'IsaJary for 
March &.rid April 19'4. 

Th' IJDOunt 01 over-bDJiftl itlted til the nndlGI itllot correct. All COlta involced by l.u:.UL 
are proper and elilible •• discussed below. I . 

RellrdiDI employee No.4, dlt reporrilll date ,bown in the employee'. colltrae1 f. thr t~J!te 
the tmp'oyee W'u assiped to the project ID ElYPt Ind DOC the date ftnt IUsilned to th~. 
project. Prior to the indicated rtport date, the employee wu Imployed on the project ia 
the Home omce(OtT·Shore). Wort performed included denlopmellt of protedura far me 
project, partieipatioll at a workshop in Cairo wit1l lEA. penotlneJ all the merltl ofREOL 
doln, the pipial dttip tor the project, and attmdance It tile praject ddip rna 
mettinlin New York wtda tbe plcD,e COfttractorL Tbll l&ale emplo1et wu t'en IIsilllecl 
OD-Sho" ill Egypt ~ lsurt date IJ lac1iutld i. ~ penout toJU'aCt. Further, oaJy 
wbeo an employee is pbted on a romp l1!,fl11naeat u an espatriate Is .1ettu of 
IAipment or contnd writtm. Employees workin. witbiD tilt Rom., O1T1ce Ire Dot lasued 
CC)ntraca wheD pnformiDI.el"'Yicei an I proJ~ 1'1aenfore., the sabI.I7 biJk4 ror Much 
and April 1994 rot employee !Ilo. 4 fa p~per and ill aecol1luce ~ the contract. 

Reprtiine the rlDdinl eoacerujllg JAluiel It IbouJd be Itated that me methodoloc used in 
order to determine the Ineligible lalary COlt is inappropriate IS dLsC'IUsed below. 
The Contract betweeD EEA and REOL .. bMed 011 estimated DIRECT SALARIES as 
sbown in Tabla 1, 2. ad 1. This "Method of C1all1inl Direct Labor" incorporaud into 
the" contract II in Il:tordance with The COlt AecooDtinl Standardl Boani Dbc:1olUre 
Statement .. reqlliHd by Public Law 91·379 mod by IbuCll ServftellJ1corpon.ted. 10 
qaote the clOC1Imeu~ parap-apbl &-1.0 aud %.5..0; "Each emploYH'.lacurtr nt. tor 
It1nfitnl dine (euludtnl an O'\'erthne) tJ umputed by dlvidlal the employee'. anau.aJ b&'~t" 
Wary by the avaiIab1e Yt'ol'k hours in the c.a1endar )'ur_ By dlis medlod the nte appUed 
to each hour or standard time rtpor1td wiD include .1 &Ilowanu (er pald hoUdays. ))iri-~~ 
charain, or atn.at VI est 1011 an.d Ibsell~ ttme...1J ~t permitted. Iutead, the actual 
vaclldoe and euused .b,enu takell by an persollllel i.I ehUled to .. appropriate actn~t 
accnaut on the time abut. This nestioD and ablen" Is computed .... An direct IJib(J!f 
eoruistJ 01 the lndiYidual atttlal rates of Company·. emplG)'ttl (which an increased by a 

1 



Tlae methodoloO prae.ted ..,. tbe auditors evaluatet on the premise that an IVlilable time 
tndudinc vacatiQJI, hoUdl111ld absence time f. direcdy dlaraed to the project. All fuvolc • 
• ubmitted to EEA ollly ahow boun worked ud do not lndgde any direct charged boun for 
vacatiOD, holida, and abteace. However, ~ aUowou for Y1Ution, boUday Ind absence it 
added to the employee' •• aJary wbkh iI dIrect ulaty U DOwl in the contract. nerd'on, It 
should not be COlUtrued tb.tt buecl on the hoan bmed tbe employee·, are wor1dna leal than 
the houn Indicated by the auditon. 'The ineUpble ularies determined by the ludlton U I 

1'CI"le o(the method Uled for calculation II not correct. 

Ia condUilon, the Ialaries bIDed are proper, lind dicible, and in ac:eordanee witb the 
method used to detennine the eoDtract corti. 

2 
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DR.U'T R£POB.T roB. DlSClTsStOM Pt."llPOSES ONLY DATED 1/lVJ1 

mmJNG NO.2; bit QJfJ'mntfa) 

Thll tincllnl states that REOL overbiDed USAID US 51,Q66ander port difTe:endal for 
eaJplo,,~ NOI •• ud 5. 

IiI auordanee with the respoDle ta FInding No. 1,1111 ndUcdQIl to bilted amoulltJ bued 011 
the I.SlumpdoD that fu\'oked houn rep~ent other thaD houn worUd OD the project fa 
inappropriate. 



DRAFt' REPORT FOR DISCUSSION PURPOSES ONLY DATED 712&197 

FJ1!DINQ NQ. 3; Rest &RweationlB&Bl 

USAID ..... billed unsupported R&:R myel (:05t1 of US $.5,101 for employee No. .2 IS 

roDo~: 

• US SI,989 blUed iD June 1994 
• US $3,119 billed in JUDe 1'95 

• ne backup documentation Cor the amouDt of US $1989.45 billed ill J'une 1.994 (or 
employee No.2 WI' included with the orlginallnvoice iuued to EEA. Another copy 
I. attached ror your reference. 

• The rlJldin& su.w tbat theamoWlt orus 53119 bIDed bI JUDe 19'5 rOt employee 
No.2 was unlUpported with documeatAtioD. P1eaae Dote that the total aBlouDt ot 
US Sl119 was oaly i4 part attn'butable to employee No.2 aud partillly attributable 
to employee No. 4. Attached iI tbe detJiI.beet included 'With the origiDallavoice, 
showior the brukd01nl or costs u follow.: 

-Employee No. 2(one open,e report): US $1232.54 
.Employee No. 4(sum at two expense reports): US Sl8S6.34 

The confusion may have teluJte.d from tbe tad tbat the Invoice SupplemeQt 
incorrectly indicated that botb of the above upenles were for employee No.2. A 
copy or the pertinent .heet is attacJ1ed marked-up to indicate the correct employee 
ill acc:ordance with the lDvoh:e. 

A eDpy of the sUPp0rOni documentation transmItted with the oripnal invoice b 
attached for yoor reference. 

\~ 



-
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

DRAFT liEPORT FOa DISCtrsstON P'URPOSES ONLY DAIED 7121191 -

mn~G NO.4;' Home Lpvs 
I 

Tbis tlndinl cit •• 001.'1 policies Mida "Judlcate that a round trip, economy dau tidet 
for III employee and authorized famay members, to aDd fl"01I1 the employee. paint a( Orieill 
.hlU be provided to the employee upoa completion of 11 mOl1th! or eoutiuQOUS service." 
nil flDd.1.ng also states that DOL did .ot provide Illy support for IdUaDy intlUTiD, the 
C4$ts or ror the criteria used to bill tJlena. 

Iia REeL's b'iDlmJtt.tI DN·AJl).Oll dated Aprill_, 1991 to.-DSAID, addltlClul 
inrormation wal provided, u "quested by USAlD to ,upport Allied AC:C:1)UDtutl 
complctJoQ or tile Audit. addreniDI thu b,ue. 
The clted section eonceruiDI rouDd trip travel In thJJ nadine pertlim to Home Leave and 
Dot tnvel by I coli •• student. IA accordance with employee No. 1'1 coatnct, 
SectioD XV(Reler to belolun No. I, Attachment No.1 oflettu EBN .. AlD-Oll). coUll' 
student 11 tDtlt1ed to ODe trip per year betweeu the employeeslocatioll of rorelp 
auilnment aad • Compll11 ruop.iz.ed accredited con .. e or ualvenity ia the US attended 
tun time by the studlDt. At the dlDe ortravel employee No. 2 dependent was IUtBdlJ21 the 
UnivenJty ofXmtu. 

A copy ot the lupportinC documentltioG olth. eOlt iDturred is attached ror rei'enlltt. The 
criteriA uled to bill tb..b con iJ iac:iuded in the employee'. eODtr:lC~t at noted abOV!. 

, -,_ ... 



DRAFT REPORT lOR DISCUSSION PURPOSES ONLY DATED 7/J,1/Y1 

ft'lDING NO.,.. HArne Leave 

1'hJJ findiDc Jtipulated tbat USAID WI. biUed UDI1IPPOrted home leave colb orus SUS. 
(or employee No. ~. .' . 

The documentatioD (or the I1IbJect hOrDe leave apenaes(aam ot two expense reportl In the 
amounts of US 51443.00 ud US 51515.35) WI. transmitted with the arigialllr1voice for the 
month of luIr 1995. III addition. capie. were abo provided with the additionallarormatiOIl 
requeJted by USAID aDd transmitted by DOL b7letter DN.AlD-021 dated 
April 18, 1997 ill EndGsure No.1. AttidUDeAt No.l. 
For your CQl1veniente • copy ot each upetU. report Is attached. 
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DILU1' RUOR.T POR DISCUSSION' PL'llPOSr.S ONt Y DATED '12IJ97 

f1NDING NO. fi gRpdge Allow.nse 

nil fiadin, clain,. cum WI. bmed inelilible COlts for bousing orus S9,l1~ 
REOL'IIDaJyJis sbowabe1ow indicates that USAID 'Was Dot oVerbilled. 

The (omputation (ot hQUlinl tDowlDu at 51,SOO per mGnth for 23 month. is intomd. 
'er the HOQlm. Schecfule (Appendix B-~ 01 die draft audIt I'(!port) ror !mplo1ce N~.l, tM 
period tor Fobrual"1. 199! auountl ror twD month •• Thenrore, the auditor should "Ive 
multiplied me Sl~ per month by 24 for IA amouat ot$36,000. la addltloa, the achectal. 
is APPfAdh B-! did not i.Ddude the invoiced amount orS1,500 tor Junef 1994 tor 
Employee No.2. (See attached Ibeet from IUDe, U94lavofce). Therefore, the eomparisoa 
,boilid bve fUel $45,.212 minus $3&,000 whJeli CDmputa to the lame ditTerenee or $9,111. 

IlowevCJ", the total amount of $18,210 shown fot Dec!Qlbtf, 1994 iacorreafy include. 
$7,!l7 (or Foretan Service laeeAtive (FSI) ill addltioll to the hOllsin, anOWIDce. Please 
refer to Elldosure No.3 ollmer EBN-~l% dated April 11,1'" (or derivatioll oCme 
FSI amolUlt 01 S7,!11. OD dtt invoice (pertinent shtet (rom the December, 1994 lavoice it 
attached), dae line entry readl "RoutiOI, PSI". Tllil reduces the S9,21% difference to 
S1,,1!. Also the Febra." 1m IIlvofu ( pertinent sheet anaehed), shaWl a endit for 
Eaployee N'o.2 of $1,31" u dist1lssed ,. EndoIU" No.J ortettet EBN·AID-021 1\e abov. 
eredlt lJ not included in the scbedule of Appeudll U.S. Thereto" applyinl this credit 
relults in a net credit to lEOL of $691. Tbb credit results trom the ract t"at REOL 
lavo~ did not include the bousinc .Dowance for the period UldlDa November l~, 199". 
However, thi. Imoune will be invoked and thentore the net dlfTerence it SQ. 

In lummary. the: iuyoiced amoant (or houtin. for Employee So.l wu proper and an 
elilible CA)$t. 

I)f)'.' . , 
""," -



DRAFt' llXPOllT FOR DISCUSSION PUllPOSI:S OHL Y DAtED 7/'UNf 

mmlNG NO. 'i UUe!rional rn"U 

nis nadial,stata that tbe airfare far educational travel tor emplDyee Xo.l'. child ... 
burinesa clast and Got ecoDomy du.s per llI.OL'. poliCJ. Further, util REOL pronda 
IUPP0c1 for the cost 01 tile trip had e.eonomy class beell Uled, the whole amouDt orUSS3,56.5 
will be qaestioned u inelIgibfe.. . 

REaL contacted 1W A, isluer of the oripDJI ticket, la order to obtain the economy airfare 
.t die timo ortraveL Attached 15 a capT aC TWA'. input. 
U.fnC the (nit! provided by TWA. the fonawing computatioa b provided to renect tbe 
.:iUTerential til cost betwetG busin~ dUI Iud econotDl airfare. Tbil di1Tucnce in ai.r1are iJ 
US 55 .... 70. 

INVOICED ECONOMY 
SEGMENT AMQUN:r!Sl AJRFAlW'Sl D It. EBENetCS) 

KaD.laa Cit)'-New Yori .n0.00· 410.00 0 

New York..calro 1716.00 lSII.OI 198.00 

Cairo-New York 143'.70 1018.00 350.70 

TOTAL 3564.70 3016.00 541.70 

• Thil segmeot ot the trip was et.Onomy clast. 

-
I 
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DRAFT REPORT FOR DISCUSSION PURP()SlS ONLY DATED 7/lSm 

mromG NO. I; Vtblcfe Stot!!l! / 

nil ftndialstates that for employee'No. 3 USAID wa bmed indicible c~t:s for. vehicle 
stonce orus S61!1 aiaa REOL'. poJiC)' states that 110 mmbunelltent will be provided I'Dr 
the storale or penonalautomobiles. 

COItl for vehIcle .toup for employee No.3 over die dted period wu proper Iud La 
aeeordanee with REOL', CODtraet with employee No. 3 dated June 22, 1993. 
The authorization tor thU tHowanee caJI be (Qund by rdeninc to Seetioll n"."Storage," 
thlrd sentence, of tile above noted contract wbida reads "Reimbursement wiD be provided 
ror the storace or one penonaJ automobile." A copy of the assignment contract with 
employee No.3 C2D be tlJ1U1d III Eadosure No. 1, Attachlllent No.1 tnrumJtted by lettu 
EBN-AID-Ol2 dated April 11, 1991. 

. __ • 0, _ ., .. ,_ • 



DRAJ'T REPORT lOR DIsctiSSION' PtrRlOSES ONLY DATED 11U197 

flNDII1iG NQ. ,; Initial Aufcnmens Travd 

1bil fiaclincstatel that REOL did aot.provide II} docUJDentatioD or ultimateQ credftlq 
USAID/!I)'pt for eenam alt travel apeases ulodatecl with empl01" No. .~ . 

AI stated In REOL's respocue tn.aIDtittinl additloDu Informarioa req.ested by USAID, 
... EndOlure No. 3-Speciftc Item oC1etter UN·AJD..02l dated April 11, 1"7, tbe .abJect 
credit retcived (rolD the IlrIlile for the retura tlcketl wu appUed OB lIrvoice No.. 02-J13-., 
dated Febraary 11, 199! coverial the period December 31, I". thru Jallull)' 1'7, 1995 to 
EEN'l1SAlD. 

Attadled (or your convenience 1J • copy of the Inyolce sheet rrom Invoice No. Ol·JI3-.., 
.Jaowinl the I1Ibject credit Ind I C:OPY oftb.,uppoZ"tinl documentatloD Included lD til. 
Gnawl inYolce. 

-
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DRAJ'I'RElORT FOR DISCUSSION PURPOSES ONLY DAtm 7/lJ/91 

fINDtNG NQ, 10; Emenency Xrav ... 

l\.ia flDdlq rtpJ"dJ the USSl~! billed for tmeJ'leacy IIrplaae ticketS ror emplOYci 
No. ! to attend the rullenl of the employ"'. brodaer u 10 iaellaJble COl. dae.the fO¥h-H( 
dou Dot spedt1cally meatioa "Brother" u fmmedlate ramllJ. 

REOL'. polley coasldm • I4]Jrotber" withl1l the definition of ;JDDledSat. ramlJr. h 
REOL'. cootnt.t with emplo)'M No. S, Sectioll XI "IDleI1eacy Leave" nadl u faRowl. 
"Thf CampIII)' wiD InAt emerael1t)' leave aDd wm all.o"" reuoolbJe travel lad mn~ 
nl.ted casU wodated with tile deatll or MOW Ilaea, otthe Employee or membet (·r::t 
immediate runy fa accordant. with atabUsbed ComPIIl, polley."(A copy ofempW)'&-t 
No. ! l.!IilDmeat contract CD be rouad lit die addldoaat audit iarormarioa provided ~ 
lettu EBN-AlD-021 dated Aprill~ 1991, IDdottan No. 1. AttachmCAt No.1.) 
Ra)'theoa" poUq(a • ."eII u 11wco'. policy prior to the acqubl&1I by llIytbeoa) tadvdtt 
brothen udlilten withl. the ddiafdOD "fUlilrllltmben. ·Slaee tJU. poUqt pvtaiM l~ 
a1l1b1theoD employees, it iI aot reuol1lble nor pnadlDt that elDpJorea DD toreJp 
."ilnmeatl be acluded. la r.ct.lt hecotnet .on critical or riplftcant (or employea o. 
rortip usipmeats due the COaJtrainti Iud lack ar ftuibiUty atrorded them bualue of 
Jocarioa, Further, the frequency af ot.Cunute ror tmeraeney traveJ iI extremely ImlR. 

It appe.an dlat the Coatract woniinl OD thll subject II iDcompl~ ovaiy restrictive a.nd 
Dot in accordance with central indwtr)' practice. 



DllAFI' llEPORT fOR DISCUSSION' PURPOSES Om.. y n"nn 71'W9'1 

yxspIN'G NO. 11; ImPnrtlapd 

Relaretlnl the opentioa olUOL'llmprest Fuad, this nadin. reeollunelldl that REOL 
eDlure that: 

1. ne caah book II updated OD daily blsis ADd .boWl AU cbeckl iuued and voided.. 

2.. Bank rtCOociUadonl an prepued bJ' penon other tho the tctouutint. 

3. Bank recoaeiIiatioUl ud reparU Iubmitted to th.llcadqllartm an "~ed and 
approved b7 dI. Proj en Maa Iler. 

Coac.enllal the. abo .. ', lteras REOL otren tb. toUowlnl COMments. 

"1. The Cairo office proeedun II to update the ulb book oa • dailr buil eo reneet aD 
ebecklwucd or voided. o.J1y updates are bein, implenaented. DOL'. Projeu 
MaulU wiD euure that dlll procedure of daily updates COIIthlues. 

1. Th. bank ICCOUDt rec.oaclJiatioDJ art prepared b7 the KCOQJItut be Cairo anll u p.ut 
etthc Imp"" Fund repert Is I1Ibna.iUed to the Ita ... oma. Eadl mcuatJlIJ report .. 

reviewed and processed by tile Boate Offtce Actouataa .... iped to die pnJeet. 
AJtboul" REOL it olth. opinioll that the review b7 the Bome ome. Accountant 
accompltsl'les die objecthe of the recommendAtion, if USAID deema It IleCen.ar, that a 
penoo od1er thM the AexountJnt preparc.J tile bank Iccauut rccoDc1Uat{onJ , REOL 
nqaau Idditiol1al budpt tor I tta)Dd penon. 

l. The Project Manlcer'1 re"jew or die montbly Imprest Fgad Report, inc1udinl 
reconciliation., before trannnirul to the Home aftte. ror r"lew by the p~ject 
ACcou11tant, win be Indicated by hilliplture on the "POI1. 

I 
I 
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DLUT UPORT POR DISCtrssIOH rtrRJIOsa ONLY DATU 7!111Y1 

mmJNG NO. 12; RuG"" 'nd SIDpqrtial DO$umClltJ 

nis fbadlnlnatu th .. t ICCOQDtbil dO$um'lltadoll wu aot eompktety maiatai1led In f:U.: 

Calro ontc. per contract. However, AlllendJDeDt No. ~ to the eoatraet Ita clarif"1td. tfpJIII 

It ... 

It IboGld abo be DoCed that wGr& Oil hue I oldle pJ'OJtd wu performed in the KOifb'-: 
Omca Ind ttleref'ore, Ol1e reuoa wtay tile record. win kept th..... ]a additha. til .. 
recorda mud be "\'aUablt ill tile Rome omu ~ IUPpoft the perio4tc alldlta oCllaytb, ~, i: 
the US IOVUDmeRt tOP ant audlt 'Ieades. 



DRAJ'T IlEPORT FOR DIS(:t."SSION PURPOSES on y DATED 1"""" 

FINDING ~Q. 13; Approyal, for RemO"tn. or Bal"sin. EmplqyeU 

ni. ftndJa. requestl dceulleDtatlol to .. abttlatilU USAlD'. and lEA'llpprovtl for 
nmoviDl Gf adelial empla)'tt No.2, IIIployee Ko. 3 ud talploy" No. !. . 

Plwe reler to th. attadted letten, lilted below, wbleh Indlcat. approval by both USAID 
ad EEA tor tbe subject employee ChlDleL 

• t:SAID letter elated lIllie 12,1994 .ddre .. ed to Dr. Mohamed Awad 

• USAID teeter elated Iouai)' 2, I'" adclrased to Dr. M. Me Awad 

• E.!!A Jetter dated Muda 11, 1". addreaed to Mr. G. T. Carid. 

I 
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Appendix B 
Raytbeon Ebasco Overseas Limited (REOL) 

Contract between REOL and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Period April I, 1992 through March 31, 1996 

Auditor's Response to Management Comments 

Our comments below address the responses of the Raytheon Ebasco Overseas Limited (REOL) to the 
findings on the agreed-upon procedures audit ofUSAIDlEgypt resources managed by REOL, Letter 
of Commitment No. 263-0215.06-001 under the Power Sector Support Project No. 263-0215, for the 
period April I, 1992 through March 31, 1996. 

A. Incurred Costs 

Finding No.1: Salaries 

Regarding employee No.4, REOL's response indicated that the employee was employed on the 
project in the Home Office (off-shore) and therefore, the salary billed for March and April 1994 for 
employee No.4 is proper and in accordance with the contract. However, REOL did not provide any 
evidence that employee No.4 actually worked on the project during that period. 

REOL's response to finding No.1 stated that "Each employee's hourly rate for standard time 
(excluding all overtime) is computed by dividing the employee's annual base salary by the available 
work hours in the calendar year .. By this method the rate applied to each hour of standard time 
reported will include an allowance for paid holidays. Direct charging of actual vacation and absence 
time .. is not permitted. Instead, the actual vacation and excused absence taken by all personnel is 
charged to an appropriate accrual account on the time sheet. This vacation and absence is 
computed ... All direct labor consists of the individual actual rates of Company's employees (which 
are increased by a factor for vacation and absence ... )". 

We calculated the hourly rate based on the above mentioned formula, and based on a 48 hour week as 
required by the employees' contracts (2.496 available work hours per calendar year). This 
calculation does not include any direct charged hours for vacation, holiday and absences. 
Accordingly, the over-billed amounts are broken down as follows: 

Employee :"-io. 1 Salary Calculation 

July 1. 1994 to August 1. 1995 
August 1. 1995 to ylarch 31. 1996 

Ineligible ~'(ccs5 over payable per 
employ cc contract 14.432 

Billed 
to liSAID 

Work 
Hours US S 

2.624 71.316 
1.360 43.706 

i 984 II" Q'') 

1 

Payable Per 
Employee Contract 

Hourly 
Rate Base US S Increase US S Total US S 

24.20 63.501 2.572 66.073 
24.20 32.912 1.605 34.517 

2fi 413 4117 IQQ 52Q 



Employee No. 2 Salary Calculation 

July l. 1993 to October I. 1993 
October I. 1993 to November l. 1994 
Novembe~ l. 1994 to May l. 1995 
May l. 1995 to July I. 1995 

Ineligible excess over payable per 
employee contract 16.204 

Employee No.3 Salary Calculation 

July 1993 to February 1. 1995 
February l. 1995 to October 31, 1995 

Ineligible excess over payable per 
employee contract 9.536 

Employee No.4 Salary Calculation 

\lfarch & April 1994 
May 1. 1994 to September l. 1994 
September I. 1994 to September l. 1995 
September I. 1995 to March 1996 

Ineligible excess over payable per 
employee contract 29.224 

Employee NO.5 Salary Calculation 

\la~ 1994 to May 1. 1995 
\Iay I. 1995 to March 31. 1996 

Ineligible excess over payable per 
employee contract 15.633 

Billed 
to USAlD 

Work Hourly 
Hours USS Rate 

624 28,959 41.88 
2.208 104,870 41.88 
1.216 55.986 41.88 

344 17.333 
.f.392 ~Q1148 

Billed 
to USAID 

Work 
Hours 

3,776 
1.778 
5.554 

Billed 
to USAID 

Work 

USS 

142.208 
92,141 

234342 

Hours US $ 

192 7,982 
587 28.692 

2.328 99.874 
1.384 56.855 
4491 193.403 

Billed 
to USAID 

Work 
Hours USS 

2,J12 146.708 
2.136 134.948 
4448 )81 656 

2 

41.88 

Hourly 
Rate 

39.94 
39.94 

Hourly 
Rate 

37.41 
37.41 
37.41 
37AI 

Hourly 
Rate 

58.89 
58.89 

Payable Per 
Employee Contract 

Base US S ncrease US Total US $ 

26,133 26.133 
92,471 4,416 96.887 
50.926 1.277 52.203 
14.407 1.314 15.721 

18J2J1 7 QQ1 12Q 24.f 

Payable ~er 
Employee Contract 

Base US $ Increase US $ Total US S 

150,813 150.813 
71.013 2.987 74.000 

",1 8Z6 ., 281 )')4813 

Payable Per 
Employee Contract 

BaseUS$ Increase US $. Total US $ 

N/A N/A 
21,960 21.960 
87,090 2.095 89.185 
5\.775 1.259 53.034 

16Q 825 n54 164.179 

Payable Per 
Employee Contract I 

BaseUS$ Increase US S Total US S 

136.154 136.154 
125.789 4.080 129.869 I 
161 941 4 Q8Q )66.Q2J 

I 
I 
I 
I 
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Employee No.6 Salary Calculation 

Billed 
to USAID 

Work Hourly 

Payable Per 
Employee Contract 

Hours US $ Rate Base US $ Increase US $ Total US $ 

July 1993 to December 1, 1994 
December I, 1993 to December I, 1994 
December I. 1994 to December I. 1995 
December I. 1995 to March 31, 1996 

Ineligible excess over payable. per 
employee contract . 55.535 

1.024 
1.855 
1.617 
1,128 
56H 

34.727 
65.614 
60.094 
43.013 

103 448 

25 
25 
25 
25 

25.600 
46.375 
40,425 
28.200 

140600 

Based on the above, the total amount over-bille~ to USAIDlEgypt is $140,564. 
The finding has been modified based on REOL's response. 

Finding; No.2: Post Differential 

3.120 
3.276 . 

917 
7313 

25.600 
49,495 
43.701 
29.117 

147913 

The employees' contracts with REOL indicate a foreign service allowance equal to 15% of the base 
salary commencing on the date of arrival at post of assignment and continuing during periods away 
from the post on official business, until the close of business on the day of departure from post of 
assignment enroute to the US. We redid the calculation for employees Nos. 4 and 5 as follows: 

Post differential for employee No.4 = $164,179* 15% = $24,627 
Amount billed to USAID $25, 101 
Difference = $474 

Post differential for employee No.5 = $266.022 * 15% = $39,903 
Amount billed to USAID $40,220 
Difference = $317 

The difference of $791 represents the amount over-billed to USAIDlEgypt. 
The finding has been modified based on REOL's response. 

Finding; ~o. 3: Rest & Recreation 

Per the Contract, Chapter II, Section 14, "the contractor shall keep a complete set of documents, 
records or other evidence of accounting procedures and practices sufficient to reflect properly all 
transactions under or in connection with this Contract and make them available to EEA and USAID 
or representatives at Contractor's main office in Cairo." This requirement is also found in Chapter V, 
Section B.6 and section E.1 of the Contract. Based on that criteria and the additional supporting 
documents provided by REOL, we determined that: 
1. Adequate supporting documents were provided for employee No. 2's R&R for the amount of 

$1.989 billed in June 1994. The finding has been deleted. 
Adequate supporting documents were provided for the total amount of $3, 119, billed in June 
1995 which was in part attributable to employee No.2 and in part attributable to employee No.4. 
The finding has been deleted. 

Finding No.4: Home Leave 

In November 1993, REOl billed $486for a round-trip ticket from New York to Chicago taken by 
employee No. 2's child in August 1993. Per employee No. 2's contract, Section XV, a college 
student is entitled to one trip per year berneen the employee's location of foreign assignment and a 
company recognized accredited college or university in the US attended full time by the student. At 
the time of travel, employee No. 2's dependent was attending the university of Kansas. Based on th(l~ 
criteria and the additional supporting documents provided by REOL, the finding has been deleted. 



Finding No.5: Home Leave 

Per the Contract, Chapter II, Section 14, "the contractor shall keep a complete set of documents, 
records or other evidence of accounting procedures and practices sufficient to reflect properly all 
transactions under or in connection with this Contract and make them available to EEA and USAID 
or representatives at Contractor's main office in Cairo." This requirement is also found i~ Chapter V, 
Section B.6 and section E.I of the Contract. Based on that criteria and.the additional supporting 
documents provided by REOL, we detennined that adequate supporting documents were provided for 
employee No.4's home leave for the amount of $2,958. The finding has been deleted. 

Finding No.6: Housing Allowance 

According to REOL policies "commencing with the first day of occupation of private living quarters 
at the assignment location, a monthly housing allowances of $1,500 would be paid to the employee 
as the Company's contribution toward hislher housing costs at the foreign location." Based on this 
criteria and the additional supporting documents provided for employee No. 2's housing allowance 
for the amount of $9,212. The finding has been deleted. 

Finding No.7: Educational Travel 

REOL policies indicate that economy class ticket will be provided for educational travel. Based on 
that criteria and the additional supporting documents provided by REOL, only the difference between 
the business and economy class airfares is ineligible. REOL provided support for the price of two one 
way tickets between New York and Cairo. The price of two separate one way tickets is substantially 
higher than the price of a round-trip ticket between New York and Cairo. Since the questioned 
amount relates to a round-trip business class ticket, the round-trip economy fare should be used to 
detennine the ineligible amount. Therefore. until REOL provides support for the cost of the trip had 
a round-trip economy class ticket been used, the whole amount of $3,565 will be questioned as 
ineligible. The finding remains unchanged. 

Finding No.8: Vehicle Storage 

Employee No. 3"s contract states that the employee will be reimbursed for moving household 
furniture and personal effects into storage and removal therefrom at the completion of the 
assignment. The employee will also be reimbursed for the storage charges including insurance for 
furniture and personal effects incurred during the assignment. Reimbursement will be provided for 
the storage of one personal automobile. Based on that criteria the vehicle storage of $6,851 billed to 
USAIDfEgypt is eligible. The finding has been deleted. 

Finding No.9: Initial Assignment Travel 

Per Handbook I I, Section A.3.2.2, states "Costs should be reimbursable for actual travel cost and 
travel allowances of travelers from place of current residence to the post of duty in the host country." 
REOL stated that the return trip tickets were subsequently returned to the airline for credit prior to 
their expiration date and that the amount was credited to EEA. The additional supporting documents 
provided by REOL for the Initial Assignment Travel for employee No.4 for the amount of $5,793 
did not show the receipt of credit by CSAID/Egypt. The finding remains unchanged. 

Finding ~o. 10: Emergencv Travel 

In December 1995. REOL billed S2.365 for two emergency airplane tickets for employee No.5 to 
attend the funeral of the employee's brother. Per the Contract, Appendix A, section 58, (5), f, 
indicates that REOL is authorized to approve travel for death or serious illness in the immediate 
family members (parents and children) of an employee or spouse. Travel will be by economy class. 
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REOL considered the employee's brother an immediate family member which is not allowed by the 
Contract. The finding remains unchanged. 

B. Internal Control 

Finding No. 11: Imprest Fund 

With regard to the operation of REOl' s imprest fund we recommended the following: 

1. The cash book is updated on daily basis and shows all checks issued and voided. 

2. Bank reconciliations are prepared by a person other than the accountant. 

3. Bank recqnciliations and reports submitted'to the headquarters are reviewed and approved by the 
Project Manager. 

REOL agreed with our recommendations and indicated that the above mentioned procedures will be 
implemented. The finding remains unchanged. 

Finding No. 12: Records and Supporting documents 

Per the Contract, Chapter II, Section 14, "the contractor shall keep a complete set of documents, 
records or other evidence of accounting procedures and practices sufficient to reflect properly all 
transactions under or in connection with this Contract and make them available to EEA and USAID 
or representatives at Contractor's main office in Cairo." This requirement is also found in Chapter V, 
Section B.6 and section E.I of the Contract. REOL indicated that the records were kept in the home 
office because work on phase I of the project was performed there. In addition, these records had to 
be made available in the home office to support the periodic audits of RaJ-theon by the US 
government cognizant audit agency. Regardless of the reason(s), REOL did not comply with the 
Contract's requirement. Therefore, the finding remains unchanged, 

Findin!l No. 13: Approvals for Removin!l or Replacing Emplovees: 

Per the Contract. prior to removing or replacing any employee, REOl must notify EEA 15 days in 
advance. Any change in key personnel shall require USAID concurrence and must be approved in 
writing by EEA. Moreo\t;~r. REOl agreed that no employee shall depart Egypt or begin work under 
this Contract prior to approval by EL\. With their response, REOL provided documentation of 
USAID/Egypt and EEA' 5 approvals for removing employees Nos. 2 and 3. In addition, REOL 
provided USAIDlEgypt and EEA 's approval for hiring employee No.5. The finding has been 
deleted. 

:5 
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Raytheon Ebasco Overseas Limited (REOL) 

Contract between REOl and the Egyptian Electricity Authority (EEA) 
Agreed Upon Procedures Report for the 

Period April 1, 1992 through March 31, 1996 
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Mission in Egvpt Response to the Audit Report 

Appendix C 
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CAIRO, EGYPT 

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

MEMORANDUM 

Date December 31, 1997 

To Lou Mundy, RIG/A/Cairo 

From Shirley Hunter, OD/FM/FA 

subject: Financial-Related Agreed-Upon Procedures Applied to 
USAID Resources Managed by Raytheon Ebasco Overseas 
Limited (REOL) Under USAID/Egypt's Power Sector Support 
Projeot No. 263-0215 

Following are the results of Mission review of the subject 
report: 

Recommendation 1: 

We Recommend that USAID/Egypt make a management decision on the 
questioned (ineligible) costs of $153,078 detailed on pages 10 
through 12 of the Allied Accountants report, and recover from 
Raytheon Ebasco Overseas Limited the amounts determined to be 
unallowable. 

Mission Response: 

Finding No.1 of $140,564 Salaries: 

The amount represents an overbilling of $132,582 in the employees 
salaries due to using a "weekly-hour basis" different than the 
one stated in the assignment letters and due to adding provisions 
for vacations to the direct hours billed to USAID. The . 
questioned amount also includes $7,982 for hours performed by a 
REOL's employee in the Home Office prior to being assigned to 
Egypt's Project. 

Based on Mission review of the employees' "letter of assignment, 
and Statement of Compensation", Mission agrees with the auditors 
finding with the following exceptions: 

* The employment agreement for employee No. 6 clearly stated 
the rate of $30 per/hour and not the rate presented in the 
audit report of $25, attachment a. Therefore, the $30/hour 
rate is allowable. 

* Mission reviewed the timesheets of employee No. 4 
which provided evidence that the employee actually worked 
on EEA project, attachment b. Therefore, $7,982 is allowed. 

106 Kasr EI Aini Street 
Garden City 
Cairo, Egypt 



2 

Finding No. 2 of $791: Post Differential: 

The amount represents overbilling for two employees. 

* Awaiting receipt of further details from the CPA firm. 

Finding No. 7 of $3,565 for Educational Travel: 

The amount represents the total cost of business Airfare for an. 
employee's child. 

* Additional information/certification will be requested from 
REOL. 

Finding No.9 of $5,793 for Initial Assignment Travel: 

The amount represents the value of unused air plane ticket. 

* REOL responded that the amount was deducted from their monthly 
voucher (December 31, 1994 thru January 27, 1995), attachment c. 
Mission will request REaL to provide more details to insure that 
the deduction relates to the finding. 

Finding No. 10 of $2,365 for Emergency Travel: 

The amount represents two emergency airplane tickets for one 
employee to attend his brother's funeral. 

* Since there is no evidence that the employee's brother was his 
dependent, we believe that amount is unallowable according to AID 
Handbook No. 22, attachment d. 

Recommendation No.2: 

We recommend that USAID/Egypt obtain evidence that Raytheon 
Ebasco Overseas Limited has addressed the internal control 
weakness (lack of segregation of duties) detailed on pages 12 and 
13 of the Allied Accountants' report. 

Mission Response: 

B. Internal Control - Imprest Fund: 

Following are the implemented corrective procedures as stated in 
REOL's response, attachment e. 

1. The cash book is now being updated on a daily basis and shows 
all checks issued and voided; 

2. Bank reconciliation are now being prepared by a person other 
than the accountant; and 
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3. Bank reconciliation and reports are being reviewed and 
approved by the Project Manager. 

Mission believes that the above corrective actions properly 
address the finding. However, Mission will request REOL to issue 
a circular to document those actions and ensure consistency in 
their application. 

Therefore, Mission requests resolution of this recommendation, 
closure will be requested upon issuance of the circular and 
verification of implementing the corrective actions • 

Recommendation No.3 

We recommend that USAID/Egypt obtain evidence that Raytheon 
Ebasco Overseas Limited has addressed the noncompliance issue 
(lack of complete accounting records in cairo) detailed on page 
13 of the Allied Accountants report. 

c. compliance - Records and Supporting Documents: 

REOL did not comply with the contract for maintaining a complete 
set of documents, and records at the Contractor's main office in 
Cairo. 

* In June 1997, REOL/EEA contract was amended to relieve REOL 
from this requirement. The amendment clearly stated that REOL 
will maintain its books in their home office in the united 
states, attachment f. 

Therefore, Mission requests closure of this recommendation. 


