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AGENCY FOR INTERNATIONAL DEVELOPMENT
| . l ' I . y OFFICE OF THE REGIONAL INSPECTOR GENERAL/AUDIT

CAIRO, EGYPT Report No 6-263-98-022-N
March 23, 1998

MEMORANDUM

TO DIRECTOR USAID/Egypt, John R Westley

FROM RIG/A/Cairo, Lou Mundy

SUBJECT  Financial Audit of Coopers & Lybrand; illed to USAID/Egypt

Under Indefinmite Quantity Contract Nos 263-0000-1-00-3064-00 and 263-
0000-1-00-3119-00

The attached report, transmitted on January 27, 1998, by Whinney Murray & Co
(Whinney Murray) of Amman, Jordan, presents the results of a financial audit of Coopers
& Lybrand under USAID/Egypt Indefinite Quantity Contract (IQC) Nos 263-0000-1-00-
3064-00 and 263-0000-1-00-3119-00 The purposes of these IQCs were to respectively
provide short-term quick respanse technical services 1n the areas of financial auditing and
financial management for USAID-funded awards

We engaged Whinney Murray to perform a financial audit of Coopers & Lybrand's costs
billed to USAID/Egypt of $476,263 (equivalent to LE1,619,294) during the period March
I, 1993 through September 30 1996 under IQC No 263-0000-1-00-3064-00 and
September 22, 1993 through September 30 1996 under IQC No 263-0000-1-00-3119-00
We also engaged Whinney Murray to audit Coopers & Lybrand's fixed multiphier for the
period October 1, 1995 through September 30, 1996 The purpose of the audit was to
evaluate the propriety of costs billed to USAID/Egypt during these periods and to
determine 1f the fixed multiplier rate was appropriate Whinney Murray also evaluated
Coopers & Lybrand's internal controls and compliance with applicable laws, regulations
and agreement terms as necessary in forming an opmion regarding the Fund
Accountability Statements

The audit report questions $3,995 (equivalent to LE13,583) i costs billed to
USAID/Egypt by Coopers & Lybrand The questioned costs relate to billings for staff
overtime, billing for more than actual staff time, and unsupported accommodation-related
costs The audit report also identified $11 744 1n ineligible costs used 1n the calculation

US Maling Address Tel Country Code (202) #106 Kasr El At St ,
USAID-RIG/A/C Unut 64902 357-3909 Cairo Center Building,
APO AE 098394902 Fax # (202) 355-4318 Garder City, Cairo, Egypt
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of the fixed multiplier applied to salary rates billed to USAID/Egypt The auditors did
not note any nstances of material mternal control weakness or material noncompliance
with applicable laws and regulations

In response to the draft report, responsible Coopers & Lybrand officials provided
additional explanation to the report findings Whinney Murray reviewed Coopers &
Lybrand'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 Inspector General's
recommendation follow-up system

Recommendation No 1 We recommend that USAID/Egypt make a
management decision on the questioned costs of $3,995 (inehgible costs of
$3,001 and unsupported costs of $994) detailed on pages 7-8 and 12-13 of
Whinney Murray & Co 's audit report, and recover from Coopers & Lybrand
the amounts determined to be unallowable

Recommendation No 2 We recommend that USAID/Egypt make a
determination as to whether Coopers & Lybrand's fixed multipher should be
modified, based on the costs questioned on pages 9-10 and 14 of Whinney
Murray & Co 's audit report, at the next contract renewal or new contract
award

In response to Recommendation No 1, USAID/Egypt officials indicated that they were
reviewing additional documents recently submitted by Coopers & Lybrand

Recommendation No 1 remaimns open and will be considered to have received a
management decision upon USAID/Egypt's determination of the amount of recovery In
response to Recommendation No 2, USAID/Egypt officials indicated that the fixed
multiphier with Coopers & Lybrand would not be renegotiated based on this audit, but that
they mtend to use the audit information, as deemed necessary by the Procurement Officer,
for future contract negotiations Based on the above, we consider Recommendation No

2 to be closed upon 1ssuance

Please advise this office within 30 days of any management decision made with regard
to Recommendation No 1 Thank you for the cooperation and assistance extended to the
audit staff on this engagement and your contimued support of the financial audit program

i Egypt

Attachment a/s
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FINANCIAL AUDIT OF
COOPERS & LYBRAND INDEFINITE QUANTITY
CONTRACT (IQC) NOs

263-0000-1-00-3064-00 FOR THE PERIOD MARCH 1, 1993
THROUGH SEPTEMBER 30, 1996
AND
263 0000-1 00-3119-00 FOR THE PERIOD SEPTEMBER 22, 1993
THROUGH SEPTEMBER 30, 1996
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Mr Lou Mundy

Regronal Inspector General for Audit-Carro

United States Agency for International Development (USAID) )
Cairo

Egypt

Dear Mr Mundy

This report presents the results of our financial audit of Coopers & Lybrand (C&L) Indefinite
Quantity Contract (IQC) NOs 263-0000-1-00-3064-00 and 263-0000-1-00-3119-00 for the
period March 1, 1993 through September 30, 1996 and the period September 22, 1993
through September 30, 1996 respectively, and the results of our audit of the fixed multiplier
for the period October 1, 1995 through September 30, 1996

BACK D

On March 1, 1993 the United States Agency for International Development (USAID)
awarded 1QC No 263-0000-I-00-3064-00 to C&L to provide short-term quick response
technical services mn the area of financial auditing for USAID - funded contracts, grants,
cooperative agreements, host country agreements, and other operations or activities related to
USAID program USAID/Egypt requested specific financial audits throughout the duration of
the IQC, which expired on February 28, 1997, via delivery orders that provided details for
each audit assignment

USAID aiso awarded C&L IQC No 263-0000-1-00-3119-00 on September 22, 1993 The
purpose was to provide short-term quick response technical services in the area of financial
management for USAID - funded contracts, grants, cooperative agreements and host country
agreements Specific services under this IQC, which expired on October 31, 1997, were also
requested and detailed via delivery orders mechanism

AUDIT OBJECTIVES AND SCOPE

The objective of this engagement was to conduct a financial audit of Coopers & Lybrand 1QC
NOs 263-0000-1-00-3064-00 and 263-0000-I-00-3119-00 The audit covered the period
March 1, 1993 through September 30, 1996 and the period September 22, 1993 through
September 30, 1996 respectively and an audit of the fixed multiplier for the pertod October 1,
1995 through September 30, 1996 The audit encompassed an examination of Coopers &
Lybrand’s expenses billed to USAID/Egypt mn order to determine whether they were n
compliance with the terms, conditions of the IQCs and DOs and applicable USAID/Egypt
rules and regulations We also 1eviewed mternal controls associated with Coopers &
Lybrand’s management of the contracts
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AUDIT OBJECTIVES AND SCOPE - Continued

The spectific objectives were to

1

Express an opimon on whether the fund accountability statements for the USAID
financed contracts of Coopers & Lybrand presents fanly, in all material respects,
Delivery Order revenues received and costs mcuricd for the periods under audit 1n
conformity with gencrally accepted accounting principles or other comprehensive
basis of accounting,

Determine 1f the costs reported as incurred under the contract are 1n fact allowable,
allocable, and reasonable 1n accordance with the terms of the contract,

Evaluate and obtain a sufficient understanding of the internal control structure, assess
control nsk, and identify 1eportable conditions, including material internal control
weaknesses,

Perform tests to determine whether the contractor complied, in all matenal respects,
with the contract terms and applicable laws and regulations,

Perform an audit of the fixed multiplier to determine 1if the rate 1s appropriate or
should be modified at the next contract renewal

Preliminary planning and review procedures began in April 1997 [hese procedures consisted
of discussions with personnel from the office of the Regional Inspector General for Audit in
Cairo and C&L management Audit {ield work commenced 1 July 1997 and was completed
July 31, 1997

The audit population mcluded $476,263 (equivalent LE1,619,294) of costs billed during the
audit periods

On a judgmental basis, we selected and tested $231,971 (equivalent LE788,701) (49%) of
contract costs We also selected and tested $27,924 (equivalent to LE94,941) (68%) of other
direct costs on a judgmental basts

Our tests of expenditure incurred by C&L included, but were not limited to, the following

1

Reconciling C&L accounting records to billings 1ssued to USAID/Egypt to ensure that
delivery orders costs were appropriately supported

Testing a 1epresentative sample of DO costs billed to USAID/Egypt for allowability
and allocability

Determiming 1f DO revenues received are presented fairly, 1n all matenial respects, 1n
the fund accountability statements

Determining 1f salary costs were properly supported and approved
-2-
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AUDIT TIVE D PE - Continued

5 Examining support for a sample of items included in the indircct cost pools, and
calculating the fixed multiplier rate

Except as discussed mn the following paragraph, we conducted our audit 1n accordance with
generally accepted auditing standards and Government Auditing Standards, 1ssued by the
Comptroller General of the United States These Standards requuie that we plan and perform
the audit to obtain 1easonable assurance about whether the fund accountability statements are
free of material misstatement

We did not have an external quality control review by an unaffiliated audit orgamzation, as
required by paragraph 33 of Chapter 3 of Government Auditing Standards, because no such
quality control review program 1s offered by professional organizations in Jordan We believe
that the effect of this departure from the financial audit requirements of Government Auditing
Standards 1s not material because we have participated in the Emst & Young worldwide
internal quality control program This program requires the Whinney Murray & Co Amman
office to be subjected, every three years, to an extensive quality control review by partners
and managers from other E&Y offices

As part of our examination, we made a study and evaluation of relevant mtemal controls and
reviewed C&L’s compliance with applicable laws and regulations

RESULTS OF AUDIT
Fund Accountablity Statement, 1 o _263-0000-1-00-3064-0

Our audit identified questioned costs totaiing $3,975 (equivalent to LE13,515) which
represent inehigible costs of $2,981 (equivalent to LE10,135) and unsupported costs of $994
(equivalent to LE3,380)

Fund Accountability Statement, I 263- -1-00-3119-

QOur audit 1dentified questioned costs totaling $20 (equivalent to LE68), all of which represent
ineligible costs

Internal Control Structure

We 1dentified no matenal nternal control structure weaknesses However, we noted other
immaterial matters involving the internal control structure and 1its operation that we have
reported to the management of C&L 1n a separate letter dated November 30, 1997

Compliance with Laws and Regulations

Our audit did not 1dentify any instances of material noncompliance with applicable laws and
regulations However, we noted other immaterial matters involving the compliance with laws
and regulations that we have reported to the management of C&L in a separate letter dated
November 30, 1997

23
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ULTS OF AUDIT - Continued

Fixed Multiplier

QOur audit 1dentified questioned costs totaling $11,744 (equivalent to LE39,930) all of which
represent ineligible costs

MANAGEMENT COMMENTS

C&L management comments have been obtained and are included 1n appendix * A” (o this
report In response to management’s comments, we either provided further clanfication of our
position 1n appendix “B” or have adjusted ow findings

This report 1s 1ntended for the information of Coopers & Lybrand’s management and others

within the orgamzation and the Umted States Agency foir International Development
However, this report 1s a matter of public record, and 1ts distribution 1s not limited

Whhtnney Muney & Co -
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INDEPENDENT AUDITOR’S REPORT
ON THE FUND ACCOUNTABILITY STATEMENTS

Mr Lou Mundy .
Regronal Inspector General for Audit - Cairo

United States Agency for International Development (USAID)

Carro

Egypt

We have audited the accompanymg fund accountability statements of Coopers & Lybrand
(C&L) under the Umted States Agency for International Development (USAID) - Egypt IQC
NOs 263-0000-1-00-3064-00 and 263-0000-1-00-3119-00 for the pertod March 1, 1993
through September 30, 1996, and the period September 22, 1993 through September 30, 1996
respectively, and the fixed multiplier for the pertod October 1, 1995 through September 30,
1996 These fund accountability statements and fixed multiplier computation are the
responsibility of C&L’s management Our responsibility 1s to express an opinion on the fund
accountability statements and fixed multiplier computation based on our audit

Except as discussed in the next paragraph we conducted our audit i accordance with
geneially accepted auditing standards and Government Auditing Standards, 1ssued by the
Comptroller General of the United States Those standards requuie that we plan and perform
the audit to obtain reasonable assurance about whether the fund accountability statements and
fixed multiplier computation are free of material misstatements An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures 1n the fund accountabihity
statements and schedules of the fixed multiplier computation An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the presentation of the overall fund accountability statements and
schedules of the fixed multiplier computation We believe that our audit provides a
reasonable basis for our opinion

We did not have an external quality control review by an unaffiliated audit organization as
required by paragraph 33 of Chapter 3 of Government Auditing Standards since no such
quality control review program 1s offered by professional organizations in Jordan We believe
that the effect of this departure from the financial audit requirements of Government Auditing
Standards 1s not matenal because we participate in the Ernst & Young worldwide nternal
quality control program which requires the Whinney Murray & Co Amman otfice to be
subjected, every three years, to an extenstve quality control review by partners and managers
from other Emst & Young offices

As detailled n the fund accountability statements, the results of our tests disclosed total
questioned costs of $3,995 (equivalent to LE13,583), of which $3,001 (cquivalent to
LE10,203) were nehgible and $994 (equivalent to LE3,380) were unsupported In addition
as detailed in the schedule of the fixed multipher computation , the results of our tests
disclosed total questioned costs of $11,744 (equivalent to LE39,930)

-5-
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In our opumon, except for the effects of the questioned costs noted above, the fund
accountability statements and schedules of the fixed multiplier computation referred to above
presents fairly, i all matenial respects, revenues recerved and costs incurred, and the fixed
multiplier rate in conformity with generally accepted accounting principles

This report 15 intended for the information of C&L management and others within the
orgamization, and the United States Agency for International Development This restriction 1s
not intended to limit the distribution of this report which 1s a matter of public record

Lo Py Marvoy ¥ Co
Whinney Murray & Co

July 31, 1997

Amman
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COOPERS & LYBRAND (C&L)
INDEFINITE QUANTITY CONTRACT (IQC)
NOs 263-0000-1-00-3064-00
AND 263-0000-I-00-3119-00

FUND ACCOUNTABILITY STATEMENTS
FOR THE PERIODS MARCH 1, 1993 THROUGH
SEPTEMBER 30, 1996 AND SEPTEMBER 22, 1993

THROUGH SEPTEMBER 30, 1996 RESPECTIVELY

BUDGET ACTUAL QUESTIONED COSTS

Note 2 Note2  Inehgible Unsupported
US$ USs$ US$ US$
I1QC 3064
Delivery
Orders
DO 1 15,456 15,456
DO 2 13,252 13,252 2,658
DO3 17,771 17,761
DO 4 20,619 20,619
DO 5 42,064 42,064 930
DO6 45,219 45,219
DO7 - -
DOS - -
DOY - -
DO 10 24,715 24,715
DO 11 48,691 48,691
DO 12 45,757 45,757 77
DO 13 - -
DO 14 58,942 58,942 246 64
DO 15 26,196 26,196
DO 16 27,268 27,268
DO 17 23,292 23,292
DO 18 38,333 5,000
DO 19 30,505 17,752
DO 20 53,218 5,000
Totals 531,298 436,984 2,981 994

-



COOPERS & LYBRAND (C&L)
INDEFINITE QUANTITY CON1RACT (IQC)
NOs 263-0000-1-00-3064-00
AND 263-0000-1-00-3119-00

FUND ACCOUNTABILITY STATEMENTS
FOR THE PERIODS MARCH 1, 1993 THROUGH
SEPTEMBER 30, 1996 AND SEPTEMBER 22, 1993
THROUGH SEPTEMBER 30, 1996 RESPECTIVELY

BUDGET ACTUAL QUESTIONED COSTS

Note 2 Note 2 Inehigible nsupported
US$ US$S US$S US$S

I 11
Delivery
Orders

DO1 2,530 2,530

DO 2 - -

DO3 4,167 4,167

DO 4 9,790 9,790 20

DO 5 10,183 10,183

DO6 6,048 6,048

DO 7 6,561 6,561

Totals 39,279 39,279 20 -
Grand Totals 570,577 476,263 3,001 994

The accompanying notes are an mtegral part of the fund accountability statements
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SCHEDULE 1
COOPERS & LYBRAND (C&L)
SCHEDULE OF THE FIXED MULTIPLIER COMPUTATION
FOR THE YEAR ENDED SEPTEMBER 30, 1996

Total Questioned Costs Correct
Expenditures Incligible Unsuppoited Pool

Uss uss US$ US$

INDIRECT COSTS
Indirect Partners Labor Costs 48,917 - 48,917
Indirect Professional Staff Labor Costs 245,943 (425) 245,518
Establishment and Indirect Costs 620,736 (10,529) 610,207
Total Indirect Costs 915,596 (10,954) 904,642
DIRECT COSTS
Partners Direct Labor Costs 99,318 - 99318
Professional Staff Direct Costs 499,339 (790) 498,549
Total Direct Costs 598,657 (790) 597,867
Total Costs 1,514,253 (11,744) 1,502,509
INDIRECT COST RATE
Total indirect 904,642

= = 151
Total direct 597,867
MULTIPLIER CALCULATION
Daily Salary 100
Indirect Cost Rate 151
Sub Total 251
Fixed Fee (10%) 026
Fixed Multiplier Rate 277

-9-



SCHEDULE OF DETAILED OVERHEAD AND INDIRECT COS1S

OVERHEAD COSTS

Admuustrative Staff

Social Insurance

Medical Insurance

Bonuses

Car Expenses

Management consultancy
division setup costs

Publications

Other Expatriate Costs

Continuing Education

Entertainment

Office Rent

Utilities, Telephone & Fax

Postage & Courner

Repair & Mamtenance

Stationary & Supplies

Insurance

Staff Other Costs

Recruitment

Loss on Foreign Exchange

Bank Charges

Interest

Computer Costs

Travel & Transport

Technical Fees

Advertising

Depreciation

Total Overhead Costs
INDIRECT COSTS

Professional Staff Indirect Labor Cost
Partners Indirect Labor Costs

Total Overhead and Indirect Costs

Total

Expenditures

Uss

87,764
78,704
12,507
2,176
7,496

7,651
8,953
101,712
15,550
1,332
44,865
31,756
1,931
9,423
15,883
11,715
11,321
3,741
7,449
2,481
4,927
17,886
46,463
34,532
3,366
49,152

SCHEDULE 2

Questioned Costs

Inehgible Unsupported

Uss  US§

(2,864)

(441)

(1,332)

(39)
(4,927)

(926)

620,736

(10,529)

245,943
48,917

(425)

915,596

(10,954)

-10-

Correct
Pool

US$

84,900
78,704
12,507
2,176
7,496

7,651
8,953
101,271
15,550
44,865
31,756
1,931
9,423
15,883
11,715
11,321
3,741
7,449
2,442

17,886
46,463
34,532

3,366
48,226

610,207

245,518
48,917

904,642
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COOPERS & LYBRAND (C&L)
INDEFINITE QUANTITY CONTRACT (IQC)
NOs 263-0000-1-00-3064-00 AND 263-0000-[-00-3119-00

FUND ACCOUNTABILITY STATEMENTS
FOR THE PERIODS MARCH 1, 1993 THROUGH
SEPTEMBER 30, 1996 AND SEPTEMBER 22, 1993
THROUGH SEPTEMBER 30, 1996 RESPECTIVELY

NOTES TO FUND A NTABILITY STATEMENTS

NOTE 1 - BASIS OF PRESENTATION

The fund accountability statements and schedules of the related fixed multiplier have been
prepared on an accrual basis

NOTE 2 - SOURCE OF DA

The “Budget” column 1s based on the Delivery Order amounts, including any subsequent
amendments, approved by USAID/Egypt within the audited periods and are presented for
information purposes only

The “Actual” column represents billings made by C&L to USAID relating to the individual
Delivery Orders, for the period March 1, 1993 through September 30, 1996 for IQC No 3064
and for the period September 22, 1993 through September 30, 1996 for IQC No 3119

NOTE 3 - EXCHANGE RAT
Budgeted and actual Delivery Order amounts in Egyptian pounds (LE) have been converted
to US dollars at the exchange rate of LE3 4 to one US dollar, representing the prevailing

exchange rate during the audit period Fixed multiplier amounts in Egyptian pounds (LE)
have also been converted to US dollars at the exchange rate of LE3 4 to one US dollar

NOTE 4 - CALCULATION OF THE FIXED MULTIPLIER RATE

The fixed multiplier rate computation is based on the actual direct and ndirect costs incurred
for the period October 1, 1995 through September 30, 1996

-11-



NOTE 5 - QUESTIONED COSTS

Questioned costs are presented i two separate categories- ineligible and unsupported
Ineligible costs are those that are not program-related or aie prohibited by applicable

agreement terms or laws and regulations Unsupported costs are those that are not supported
with adequate documentation

Questioned costs for delivery orders have been segregated for each IQC and for the fixed
multiplier have been segregated between direct and indirect costs

DETAILS OF QUESTIONED COSTS

Inehgible Unsupported
Costs Costs Total
(a) (b)
Overtime  Overcharge
billed billed

Delvery Orders US$ US$ US$ US$
1QC 3064
DO 2 - 2,658 - 2,658
DO 5 - - 930 930
DO 12 77 - - 77
DO 14 246 - 64 310
Total 323 2,658 994 3,975
IQC 311
DO 4 20 - - 20
Total 20 - - 20
Grand Total 343 2,658 994 3,995

Inehgible t
(a) Overtime Billed

Delivery Orders and applicable amendments specify that time chargeable to USAID 1s based
on staff fixed daily rates However, 1n certain instances we noted that USAID was charged
more than the fixed daily rate due to staff working in excess of 8 hours per day and during the
weekends Accordingly, unreasonable overtime 1 € over 10 hours a day, have been shown as
questioned costs

-12-
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DETAILS OF QUESTIONED COSTS _continued
(b) Overcharge Billed

In accordance with Delivery Orders and subsequent amendments, the time chargeable to
USAID/Egypt must be equal to or less than the authorized levels In the event that actual time
mcurred 1s less than the level authorized, the lower value must be billed We noted that staff
incurred actual time that was less than the authonzed levels, however the higher level was
subsequently billed to USAID/Egypt We have classified this category of ineligible cost as an
overcharge 1n the billing made to USAID/Egypt

Unsupported Costs

In accordance with cost principles, only costs supported with documented evidence should be
charged to USAID/Egypt However, we noted that various accommodation-related direct
costs were billed to USAID/Egypt without any supporting source documents to evidence that
expenditures had occurred

-13-



QUESTIONED COSTS - FIXED MULTIPLIER

Descniption of Questioned Costs

1 Club Dues

Partners compensation includes an amount
of $ 441 of club dues which was included
mn the mdirect costs This amount 1s not
allowable 1n accordance to FAR 31 205-14
and FAR 31-205-6/a/5

2 Overtime / Bonuses - Direct

Overtime and bonuses paid to employees
working on USAID assignments are not
allowable 1n accordance with IQC para H-
2 and FAR 31 205-6/f

3 Overtime / Bonuses - Indirect

Overtime and bonuses paid to local staff
working on USAID assignments are not
allowable 1n accordance with the IQC para
H-2 and FAR 31 205-6/f

4 Overtime Administrative Staff

Indirect cost pool includes $ 2,864 of
overttime This 1s not allowable n
accordance with IQC para H-2

5 Entertainment

Indirect cost pool mcludes $ 1,332 for
partners entertainment costs This amount

1s not allowable in accordance with FAR
31205-14

6 Interest Expense

Indirect cost pool includes $ 4,966 of
interest expense This 1s not allowable in
accordance with FAR 31 205-20

7 Depreciation Expense

The depreciation expenses 1s overstated by
$ 926, accordingly 1t 1s not allowable in
accordance with FAR 31 205 11/C & D,

-14-

Questioned Amounts

Ineligible Unsupported
US§ uss

441

790

425

2,864

1,332

4,966

926

11,744
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Report on the Internal Control Structure

Independent Auditor’s Report

Mr Lou Mundy

Regional Inspector General for Audit-Cairo

United States Agency for International Development (USAID)
Cairo

Egypt

We have audited the accompanymng fund accountability statements of Coopers & Lybrand
{(C&L) under the United States Agency for International Development (USAID) - Egypt IQC
NOs 263-0000-I-00-3064-00 and 263-0000-1-00-3119-00 for the period March 1, 1993
through September 30, 1996, and the period September 22, 1993 through September 30, 1996
respectively, and the fixed multiplier for the period October 1, 1995 through September 30,
1996 and have 1ssued our report thereon on July 31, 1997

Except as discussed in the next paragraph we conducted our audit 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 are
free of material misstatements

We did not have an external quality control review by an unaffiliated audit organization as
required by paragraph 33 of Chapter 3 of Government Auditing Standards since no such
quality control review program 1s offered by professional organizations in Jordan We beheve
that the effect of this departure from the financial audit requirements of Government Auditing
Standards is not material because we participate 1n the Ernst & Young worldwide nternal
quality control program which requires the Whinney Murray & Co Ammun office to be
subjected, every 3 years, to an extensive quality control review by partncrs and managers
from other Ernst & Young offices

The management of C&L is responsible for establishing and mamntaining an intcrnal control
structure In fulfilling this responsibility, estimates and judgments by muanagement are
required to assess the expected benefits and related costs of internal control structure policies
and ptocedures The objectives of an internal control structure are to provide management
with reasonable, but not absolute, assurance that assets are safeguarded against loss from
unauthorized use or disposition, and that the transactions are executed 1n accordunce with the
management’s authorization and recorded properly to permut the preparation of fund
accountability statements i accordance with an accrual basis of accounting Because of the
inherent limitations 11 any internal control structure, errors or trregularities mayv nevertheless
occur and not be detected Also, projection of any evaluation of the structure to tuturc periods
1s 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
-15-
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In planning and performing our audit of the fund accountability statements of Coopers &
Lybrand (C&L) IQC NOs 263-0000-I-00-3064-00 and 263-0000-1-00-3119-00 for the period
March 1, 1993 through September 30, 1996, and the period September 22, 1993 through
September 30, 1996 respectively, and the fixed multiplier, for the period October 1, 1995
through September 30, 1996, we obtained an understanding of the internal control structure
With respect to the internal control structure, we obtamned an understanding of the design of
relevant policies and procedures and whether they have been placed in operation, and we
assessed control nisk in order to determine our auditing procedures for the purpose of
expressing our opinion on the fund accountability statements and not to provide an opinion
on the mnternal control structure Accordingly, we do not express such an optnion

Our consideration of the internal control structure would not necessarily disclose all material
weaknesses under standards established by the American Institute of Certified Public
Accountants A material weakness 1s a reportable condition 1 which the design or operation
of one or more of the specific mnternal control structure elements does not reduce toa
relatively low level the risk that errors or irregularities i amounts that would be material in
relation to the fund accountability statements and the fixed multiplier may occur and not be
detected within a timely period by employees 1n the normal course of performing their
assigned functions We noted no matters involving the internal control structure and its
operations that we consider to be material weaknesses as defined above

However, we noted certain matters mvolving the mternal control structure and 1ts operations

that we have reported to the management of Coopers & Lybrand in a separate letter dated
November 30, 1997

This report is intended for the information of C&L management and others within the
orgamzation, and the United States Agency for International Development This restriction ts
not intended to limut the distribution of this report which 1s a matter of public record

Whinney Murray & Co
LIy pne y ™ UYTQS g Co
July 31, 1997

Amman

-16-

my s

an ax

(0 M WE G Gp N o T on S = wd e

Y |



- Gl Gy e PR G éan =

AR an o G N W= W W

-~
E—'l WHINNEY MURRAY& CO B0 nox 1140 ® Tlcphone Ssa2721
ERNST & YOUNG INTERNATIONAL Atunm 1111S Jord in 5544160
Voste AL T Street (Gardens) tax $21584
hdd od Commerand Centre Tulex 2103 LRNST JO

1 surth Hom

Gppostte T v Mosque

Report on Complhiance with Laws

Regulations and Contracts
Independent Auditor’s Report

Mr Lou Mundy

Regional Inspector General for Audit-Cairo

United States Agency for International Development (USAID)
Cairo

Egypt

We have audited the accompanying fund accountability statements of Coopers & Lybrand
(C&L) under the United States Agency for International Development (USAID) - Egypt 1QCs
NOs 263-0000-1-00-3064-00 and 263-0000-I-00-3119-00 for the period March 1, 1993
through September 30, 1996 and the period September 22, 1993 through September 30, 1996
respectively, and the fixed multiplier for the period October 1, 1995 through September 30,
1996, and have 1ssued our teport thereon on July 31, 1997

Except as discussed in the next paragraph, we conducted our audit mn accordance with
generally accepted auditing standards and Government Auditing Standards 1ssued by the
Comptroller General of the United States Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the fund accountability statements are
free of material misstatement

We did not have an external quality control review by an unaffiliated audit organization as
required by paragraph 33 of Chapter 3 of Government Auditing Standards since no such
quality control review program 1s offered by professional organizations in Jordan We believe
that the effect of this departure from the financial audit requirements of Government Auditing
Standards 1s not matenal because we participate n the Ermst & Young worldwide internal
quality control program which requires the Whinney Murray & Co Amman office to be

subjected, every 3 years, to an extensive quality control review by partners and managers
from other Ernst & Young offices

Compliance with laws, regulations and contracts applicable fo C&L 1s the responsibility of
C&L management As part of obtainng reasonable assurance about whether the fund
accountability statements are free of material musstatements, we performed tests of
compliance with certamn provisions of laws, regulations and contracts However, our
objective was not to provide an opmion on overall compliance with such provisions
Accordingly, we do not express such an opiion

-17-
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The results of our tests disclosed no material instances of noncompliance that are required to
be reported herein under Government Auditing Standards However, we have noted certain
immaterial non-comphance instances which we have reported to the management of C&L 1n

a separate letter dated November 30, 1997

This report 1s intended for the information of C&L management and others withmn the
organization, and the United States Agency for International Development This restriction is
not intended to limit the distribution of this report which 1s a matter of public record

bolhanney MUrn\y & Co
Whinney Murray & Co

July 31, 1997

Amman
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SUPPLEMENTARY
SCHEDULE

COOPERS & LYBRAND (C&L)
INDEFINITE QUANTITY CONTRACT (IQC)
NOs 263-0000-I-00-3064-00
AND 263-0000-1-00-3119-00

FUND ACCOUNTABILITY STATEMENTS
IN EGYPTIAN POUNDS
FOR THE PERIODS MARCH 1, 1993 THROUGH
SEPTEMBER 30, 1996 AND SEPTEMBER 22, 1993
THROUGH SEPTEMBER 30, 1996 RESPECTIVELY

BUDGET ACTUAL QUESTIONED COSTS
Inehgible Unsupported

LE LE LE LE
1QC 3064
Delivery
Orders
DO 1 52,550 52,550
DO 2 45,057 45,057 9,037
DO3 60,421 60,387
DO 4 70,105 70,105
DOSs 143,018 143,018 3,162
DO6 153,745 153,745
DO 7 - -
DO 8 - -
DO9 - -
DO 10 84,031 84,031
DO 11 165,549 165,549
DO 12 155,574 155,574 262
DO 13 - -
DO 14 200,403 200,403 836 218
DO 15 89,066 89,066
DO 16 92,711 92,711
DO 17 79,193 79,193
DO 18 130,332 17,000
DO 19 103,717 60,357
DO 20 180,941 17,000
Totals 1,806,413 1,485,746 10,135 3,380

a4’



SUPPLEMENTARY
SCHEDULE

COOPERS & LYBRAND (C&L)
INDEFINITE QUANTITY CONTRACT (IQC)
NOs 263-0000-I-00-3064-00
AND 263-0000-1-00-3119-00

FUND ACCOUNTABILITY STATEMENTS
IN EGYPTIAN POUNDS
FOR THE PERIODS MARCH 1, 1993 THROUGH
SEPTEMBER 30, 1996 AND SEPTEMBER 22, 1993
THROUGH SEPTEMBER 30, 1996 RESPECTIVELY

BUDGET ACTUAL QUESTIONED COSTS
Inehigible Unsupported

LE LE LE LE
1QC 3119
Delivery - ;
Orders .
DO 1 8,602 8,602
DO2 - -
DO3 14,168 14,168
DO 4 33,286 33,286 68
DOS 34,622 34,622 -
DO6 20,563 20,563
DO 7 22,307 22,307 I
Totals 133,548 133,548 68 -
Grand Totals 1,939,961 1,619,294 10,203 3,380
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Appendix A
Page 1 of 3
! 1 profeswional services finm Tiby 1.0u0 Cenlder Telephone (202) 260 200
OO ers Nior City 1171

A Faoumie  (202) 2013204
ybran
[ mul

Imwn owr Qide com

your icicrenco

our rulerence

30 Decembur 1997

PRIVAIE AND CONDPIDEN1IAL
Mt Mohamed A Saadeh

Parmer

Whinney Murtay & Co

Cirnst & Young International

Was{i Al Tal Strect (Gardnes)
Haddad Comunercial Centre

Fourth Floor

Oppostte Taha a Mosque

Re the fmancail audit ol ducct costs wmcutred under Coopers & Lybrwnd s
Indetinite  Quantity Contract (IQC) Nos 263-000-1-00-3001 00 tor the
period from 1 Match 1993 through 30 Scptember 1996 wnd 1QC NO 263
0000-1-00-3119-00 for the potod from 22 Scptember 1993 thioueh 30

Scptember 1996 and the induteet cost 1 ate multiplict fos the i ed veu ended
30 September 1996

Dueir Mr Saadah

Attiched to thus lctter, plense ind Coopers & Lybr wd’s comments o the drt
fin e wehit report presented at the eat conderence held on 3 Doccmbar 1997

Out comments ale OlgllﬂZCd i tow attachments

- Attachment 1 provides out comments Lot the multiplict ¢ deution wd
- Attachment 2 provides outr comments fol the quostioncd direct oty

Pleise note that the binding refaiences used i our wichment, cotiespond to tho ¢
used 1 the Whinney Muittay draft iepoit

Thunk you

Sincerely,
T WL

Tarck Mansout
Partner

Attchiments

Coopers and Lybrand LLC s a linded Habiity company and a mombar ol Coopors  Lybrandl Intemnat vl
a hmiled Wability associalion incorpurated in Swilzartind



Appendix A
Page 2 of 3

Attachmeont 1
Page Lol |

Schedule 1

[ As for the Partners Ducet Labor Costs we undetstand thil it is more realistic
to be calculated as a 67% productive ot Dircel Labor Costs wd 33% 1
Indirect Partnets Labol Costs

2

The Protessional Statl Dircct Costs as pet out paytoll shows LL 2 533,956

cquivalent to US$745,281 and not US$499,339 and cannot 1cconcile the
ditlerence

Schedule 2

1 Cannot reconcile some ol the ovethead costs as by example

- Admumustrative statt

- Social insurance

- Continuiing education?
- Staif other costs

as need more detauds and explanation for many ol the overhead costs ttums, specially
that some of the ovetlicads ttems are gven dilferent names thin our balance shect
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Appendix A
Page 3 of 3

Attachinent 2

Page Lot 1

1QC No 3064

Delivery Order No 2 (Amount LL 9,037)

Whinney Muiray (WM) has not provided adequate details to enable us to
respond to this questioned amount  Accotding 10 our 1ecotds, we hve
incurred time on Dclivery Ordet No 2 wihich exceeds the Dedivery Order s
authorized amount

Delivery Order No S (Amount LLE 3,162)

WM has not provided adequate details to cnable us to respond to this
questioned amount

Delivery Order No 12 (Amount LE 262)
C&L statt do not recerve overtime {premium pay)

Our staft's schedule tor pertorming audits cortesponds with the schedule ol
those organizations bemng audited i rarc cases, the audited organtzation's
olticial wotking hours uxeeed those of C&L  In those cases, Ul
completion of the audit, the C&L statl tahe time oflin Tica of hours workod
in uxcess ol C&L's olficial working hours

We are not aware of any USAID/Egypt tegulation that prohibits this
practice

P 4] Delivery Otder No 14 (Amount LE 836)
) See our comments above under #3
" 42  Delivery Order No 14 (Amount LE 218)
v‘ WM has not provided adequate details Lo cnable us to 1espond to this
questioned amount
ﬁl IQC No 3119
5 Delivery Ordet No 4 (Amount LE 68)

Sce our comments above under #3
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APPENDIX B
Page 1 of 1
COOPERS & LYBRAND (C&L)
INDEFINITE QUANTITY CONTRACT (IQC)
NOs 263-0000-1-00-3064-00
AND 263-0000-1-00-3119-00

AUDITOR’S RESPONSE
Management of Coopers & Lybrand (C&L) requested explanations and certain comments to our draft
report on December 30, 1997 We have provided the necessary details both during our field work and
subsequently but have not received any further response C&L letter dated December 30, 1997 1s
included, unedited, in appendix A of this report We have reviewed management’s comments and
have either adjusted our final report or clarified our position as follows
F ACCOUNTABILI ATEMENT
I- IQC NO 263-0000-1-00-3064-00 & 1QC No 263-0000-1-00-3119-00
We have provided C&L management details of questioned costs but received no response
Accordingly, questioned amounts relating to both IQC’s will remain in our final report
FIXED TIPLIER

I- Partner Direct Labor Cost

Based on management clarification, partners direct labor costs have been allocated 67% as direct and
33% as indirect

I1- Professional Staff Direct Costs and Overhead Costs Reconciliations

We have provided management with overhead costs reconciliation but received no response
Accordingly, this allocation will remain in our final report
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APPENDIX C

I!EZ!I:' Page 1 of 2

z@ UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
oA dodokok

‘.I'l.'

CAIRO EGYPT March 17, 1998

MEMORANDUM

TO Lou Mundy, RIG/A/C
FROM Shirley A Hunter, Division Chief, FM/Fa

SUBJECT Financial Audit of Coopers & Lybrand Indefinite
Quantity Contract (IQC) Nos 263-0000-I-00-3064-00 and
263-0000-I-00-3119-00 - Draft Report dated February 18,
1998

Following 1s the Mission response to the subject draft audit
report

Recommendation No. 1

We recommend that USAID/Egypt make a management decision about
the questioned costs of $3,995 (ineligible costs of $3,001 and
unsupported costs of $994), as detailed on pages 7-8 and 12-13 of
the audit report

Mission Response-

The questioned amount relates to IQC No 263-0000-I-00-3064-00,
for which, RIG/A/C 1s the COTR, and IQC No 263-0000-I-00-3119-
00, for which FM Office 1s the COTR After numerous requests by
FM, Coopers & Lybrand submitted i1ts supporting documentation in
response to the audit Due to the late submission of the
supporting documentation, a thorough review could not be made
before the issuance of the final report FM, Procurement Office,
and RIG/A/C will meet and review the documents submitted after
the 1ssuance of the final report Based on this review,
Procurement will make i1ts final determination of the questioned
amount

Recommendation NO. 2

We recommend that USAID/Egypt make a determination asgs to whether
Coopers & Lybrand’s fixed multiplier should be modified based on
the costs questioned on pages 9-10 of the audit report, at the
next contract renewal or new contract award.

106 Kasr El Aini Street
Garden City
Cairo, Egypt
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Page 2 of 2

Mission Response:

The multiplier 1s fixed and will not be renegotiated based on
this audit However, this information 1s intended to be used, as
deemed necessary by the Procurement Officer, for future contract
negotiation with Coopers & Lybrand, and/or amendments to current
IQC

Based on the above, Mission requests closure of Recommendation
No 2 upon issuance of the final report
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