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MEMORANDUM 

TO: USAJDlEgypt Director, Willard 1. Pearson, Jr. 

FROM: 
~~\. 

RIG/Cairo, Darryl T. Burris ./ 

SUBJECT: Financial Audit of Environmental Quality International, Costs Incurred Under 
USAJDlEgypt Contract Nos. 263-C-00-92-00203-00 and 263-C-00-95-00078-00 

The attached PricewaterhouseCoopers' report presents the results of a financial audit of 
Environmental Quality International (EQI) under USAJDlEgypt Contract Nos. 263-C-00-92-
00203-00 and 263-C-00-95-00078-00 for the periods May 17, 1997 through May 16, 1999 and 
July 1, 1997 through May 7, 1999, respectively. EQI is a management consulting firm engaged 
in providing environmental and management consulting services to both government and private 
sector institutions in Egypt. USAJDlEgypt contracted EQI (Contract No. 263-C-00-92-00203-
00) to assist the Mission's Directorate for Human Resources and Deve:lopment Cooperation 
(HRDC) in monitoring the end use of non-expendable property purchased for USAJDlEgypt 
projects. USAJDlEgypt engaged EQI to provide short-term quick response technical services 
in the environmental sector (Local Environment Services (LES) Contract No. 263-C-00-95-
00078-00) for the Mission's Office of the Environment. 

The Office of Regional Inspector General, Cairo, Egypt (RIG/Cairo) reviewed the audit report 
and found it to be in accordance with the USAJD Office of Inspector General's Guidelines for 
Financial Audits Contracted by Foreign ReCipients. 

As the EQI contracts have lapsed, PricewaterhouseCoopers did not perform a detailed evaluation 
ofEQI's internal controls, nor its overall compliance with applicable laws and regulations with 
respect to the contracts under audit. 

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

u.s. Mailing Address 
USAID-RlG Unit 64902 

APO AE 09839-4902 

Tel. (202) 522-7250 
Fax(RlGIA):(202)522-7030 
Fax(RlGIl):(202)522-7016 

USAID Office Building 
Plot II A Off El Laselki Su. 
New Maadi, Cairo, Egypt .f; 
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PricewaterhouseCoopers questioned direct costs of $347 for contract No. 263-C-00-92-00203-00 
(HRDC). As regards questioned costs in the indirect cost pools, for calendar year 1997, the 
auditors questioned $92,636 ($92,621 ineligible and $15 unsupported) and for 1998, they 
questioned $69,069 (all ineligible). Lastly, the auditors questioned $704 ($645 ineligible and $59 
unsupported) charged to EQI's fringe benefits cost pool for calendar year 1997. Considering the 
questioned charges, the auditors determined the following rates affecting only Contract No. 263-
C-00-92-00203-00 (HRDC): 

Calendar 
Year 
1997 
1998 

Indirect 
Cost 

66.37% 
55.18% 

Fringe 
Benefit 
39.21% 
42.24% 

Based on our review of the report, the following audit recommendations are included in USAID' s 
Consolidated Audit Tracking System: . 

Recommendation No. 1: We recommend that USAIDlEgypt make a management decision 
on the questioned costs of$347 (unsupported) related to Contract No. 263-C-00-92-00203-
00 (HRDC) as detailed on page 20 ofthe PricewaterhouseCoopers report, and recover from 
Environmental Quality International any amounts determined to be unallowable. 

Recommendation No.2: We recommend that USAIDlEgypt finalize Environmental Quality 
International's indirect cost and fringe benefit rates for the period January 1, 1997 through 
May 16, 1999 for Contract No. 263-C-00-92-00203-00 based on the consideration of 
questioned indirect costs and fringe benefits detailed on pages 20 through 23 of the 
PricewaterhouseCoopers report, and recover any amounts owed to U8AIDlEgypt as a 
result of that determination. 

In response to Recommendation No.1, USAIDlEgypt officials obtained a refund of the entire 
questioned amount of$347. Therefore, we consider that USAIDlEgypt has taken a final action 
on Recommendation No. 1 and the recommendation is closed upon report issuance. 

In response to Recommendation No.2, USAIDlEgypt officials agreed to finalize the audited 
indirect cost and fringe benefit rates for the audited period and recover any amounts owed to 
USAIDlEgypt. Therefore, we consider a management decision has been reached on 
Recommendation No.2. The Mission should provide MlMPI evidence when final actions have 
been taken. 

Thank you for your cooperation and assistance extended to my audit staff on this engagement and your 
continued support of the financial audit program in Egypt. 

Attachments: aJ s . 
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ENVIRONMENTAL QUALITY INTERNATIONAL 

FINAi'lCIAL RELATED AUDIT OF 
USAIDIEGYPT CONTRACTS 

No. 263-C-OO-92-00203-00 ("HRDC") 
No. 263-C-OO-9S-0007S-00 ("LES") 

FUND ACCOUNTABILITY STATEMENTS 
SCHEDULES OF COMPUTATION OF 

INDIRECT COST RATES AND ADDITIONAL INFORMATION 

FOR THE PERIODS 
MAY 17, 1997 THROUGH MAY 16,1999 ("HRDC") AND 

JULY 1, 1997 THROUGH MAY 7,1999 ("LES") 

I 
Priccwa~crh()uscCOQp<:rs;s a limilc<lliabililY company incorporated in Switzerland and is comprised of a global network of professional ~rvices lirms. 
Pnccw3lerllOuscCoop<:rs \s the merger ofCoop<:rs &; l.ybrand [., L. C. and Pnce Waterhouse. 
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INDIRECT COST RATES AND 
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February 7, 2000 

Mr. Darryl Burris 
Regional Inspector GenerallCairo 
United States Agency for 

International Development 

Dear Mr. Burris: 

PrleewacerhouseCoopers 
22 EI Na.n Street 
New Maadi. 114J I, Cairo, Egypt 
Telephone: +-202·516-8027, E:(I, 410 
Facsimile: +-202·516-8169 
Email: exa.snow(weg.pwc!!!ob~!.com 

This report presents the results of our financial related audit of revenues received and costs 
incurred and the schedules of computations of indirect and fringe benefit cost rates of 
Environmental Quality International ("EQI") under United States Agency for International 
Development Mission to Egypt ("USAlD/Egypt") Contract No. 263-C-OO-92-00203-00 
("HRDC") and Contract No. 263-C-00-95-00078-00 ("LES") (collectively, the "Contracts"), 
for the periods May 17, 1997 through May 16,1999 and July 1, 1997 through May 7, 1999 
(collectively, the "audit periods"), respectively. 

Background: 

EQI is a management consulting firm engaged in providing environmental and management 
consulting services to both governmental and private sector institutions in Egypt. EQI is 
currently involved with providing USAlDlEgypt with a broad range of consulting services 
under various Contracts. 

The USAlD/Egypt Directorate for Human Resources and Development Cooperation 
contracted EQI to assist it in monitoring the end use of non-expendable property purchased 
for USAlD/Egypt projects. Under the HRDC contract, datecl May 17, 1992, EQI was 
commissioned to examine the adequacy of Government of Egypt ("GOE") internal control 
systems and monitor the use of non-expendable property provided by USAlDlEgypt to GOE 
entities. The monitoring involves conducting field inspections throughout Egypt. 

EQI was also engaged by USAlDlEgypt to provide technical assistance under an indefinite 
quantity, time and materials contract. The Local Environment Services ("LES") contract 
was issued on May 8, 1995. The purpose of the contract was co provide short-term quick 
response tecfmical services in the' environmental sector for the USAlD/Egypt's Office of the 
Environment. Broadly, the required services were in the areas of institutional development; 
environmental analysis and monitoring; assessing, planning and designing environmental 
activities, and policy formulation. The specific requests were made via Technical Service 
Orders ("TSO''). Each TSO identified the nature of the requested services, the personnel 
authorized to work, the authorized contract period, and the other direct costs. 

The HRDC contract ended May 16, 1999, and the LES contract ended May 7,1999. 

Audit Objectives and Scope: 

The purpose of this engagement was to perform a financial related audit of revenues received 
and costs incurred by EQI and EQI's indirect and fringe benefit cost rates approved under 
the Contracts for the audit periods. Specific objectives were to perform and determine the 
following: 

I 
I'ri~ewalerhouscCoo~~ is, limited liabilicy company incorponued In SwilZerland and is compnsed ora glob~1 nccwJrk of professional s<:rvicc:s rirm,. 
Pncewll~rhou:iCCO<lpcrs ,s lhe merger of Coop en ok I..)brand L. 1... C. ~nd Price Waterhouse. 
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fJR!CEWAlfRHousE[aJPERS I 
1. Express an opinion on whether the fund accountability statements for USAIDlEgypt 

funds managed by EQI presents fairly, in all material respects, revenues received and 
costs incurred for the audit periods in confonnity with generally accepted accounting 
principles or other comprehensive basis of accounting, including the cash receipts and 
disbursements basis; 

2. Detennine if the costs reported as incurred under the Contracts are in fact allowable, 
allocable and reasonable in accordance with the tenns of the Contracts; 

3. Obtain a sufficient understanding of the internal control structure of EQI as it relates to 
the Contracts, assess control risk in order to adequately plan' the audit and the nature, 
extent and timing of audit tests; 

4. Perfonn an audit of the indirect and fringe benefit cost rates and the fixed multiplier rate 
used by EQI under the Contracts; and 

5. Detennine ifEQI has taken corrective action on prior audit report recommendations. 

While we were engaged on the audit, the Contracts approached their completion dates. 
Therefore, the office of the Regional Inspector General for Audit in Cairo requested an 
extension of the audit fieldwork to audit through the completion dates, of May 7, 1999 and 
May 16, 1999. This report is the result of the audit work On the final period of the Contracts. 

Preliminary planning and review procedures began in February 1999. These procedures 
consisted of discussions with personnel from the Office of the Regional Inspector General 
for Audit in Cairo and EQI management. Audit fieldwork commenced in April 1999 and 
was completed in February 7, 2000. 

The scope of our audit and percent of judgmental testing were as follows: 

Fringe 
HRDC LES Indirect Costs Benefits 

1997 1998 1997 1998 
Population S 443,639 90,530 1,959,413 2,177,783 383,329 498,387 
of Costs 
Amount $ 

81,998 42,085 601,131 585,122 249,997 295,887 
Tested 
Percent of 

18% 46% 31% 27% 65% 59% 
Population 

Revenue S 834,372 100,725 

Percent 
100% 100% Tested 

Our tests of direct, indirect and fringe benefit costs incurred by EQI, included, but were not 
limited to, the following: 

1. Reconciling EQI accounting records to billings issued to USAIDlEgypt to ensure that 
Contracts' costs were appropriately supported. 

2. Testing a representative sample of Contracts'· costs funded by USAID/Egypt for 
allowability and allocability. 

I Pm;.:walemou,;cCoopel"l is 3 lim;lw liability company incorporale<l In Swiu.erland and is comprised of a ~lobJI nelwodt of professional services firms. 
Prlccwalerhou$CCoopers j~ (he mcr~cr ofCoopcrs & l.ybrand L. L. C. :l.Ild Pncc Waterhouse. 
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3. Determining if costs related to travel, operational costs and depreciation were 
appropriate and conformed with the terms of the Contracts and applicable laws alld 
regulations. 

4. Determining if salary costs were properly supported and approved. 

5. Examining support for a sample of items included in the indirect and fringe benefit cost 
pools, and calculating the actual indirect and fringe benefit cost rates for the audit 
periods. 

6. Determining if Contracts' revenues received are presented fairly, in all material 
respects, in the fund accountability statements. 

Except as discussed herein, we conducted our audit in accordance with generally accepted 
auditing standards and the financial audit requirements of Government Auditing Standards 
("GAS") issued by the Comptroller General of the United States. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the fund 
accountability statements are free of material misstatement. 

We did not have an external quality control review by an unaffiliated audit organization as 
required by paragraph 33 of Chapter 3 of GAS since no such quality control review program 
is offered by professional organizations in Egypt. We believe that the effect of this departure 
from the financial audit requirements of GAS is not material, because we participate in the 
PricewaterhouseCoopers worldwide internal quality control program that requires the 
PricewaterhouseCoopers Cairo office to be subjected, every three years, to an extensive 
quality control review by partners and managers from other Pricl:waterhouseCoopers offices 
and firms. 

USAIDlEgypt has requested we not report on EQl's internal control and overall compliance 
with laws, regulations, and Contracts for the Contracts under audit as required by Chapter 5 
of GAS. This is because recommendations to improve weaknesses in the internal control, 
and Corrective actions to rectify instances of material noncompliance cannot be 
implemented. The EQI Contract and the activities Conducted under the Contracts, and, 
consequently the internal control with respect to the Contracts under audit, have ceased with 
no additional funds being provided by USAIDlEgypt. 

We believe that the effect of this departure from the financial audit reporting requirements of 
GAS is not material. This is because in planning and perfonning our audit of the fund 
accountability statements of EQI for the audit period, we obtained an understanding of the 
internal control as it related to the Contracts under audit. With respect to the internal control, 
we obtained an understanding of the design 'of relevant policies and procedures. We 
assessed control risk 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 internal control. As part of obtaining reasonable assurance about whether the fund 
accountability statements are free from material misstatements, we performed tests of EQI's 
compliance with certain provisions of laws, regulations, and Contracts that related to the 
allowability of revenues received and costs incurred .. The objective of our audit of the fund 
accountability statements was not to provide an opinion on overall compliance with such 
provisions. 

I f>r;ccwalerllouscCoop.:~ is a tirrul<;<i liability company inCQl'pOfiled in SwilZcriand ilIId is comprised of a global nCI~'or\( (If I'(ol~~ional ~CC'o'(CCS (inns. 
Pncc .... alcrh.ous.."<oopcrs ,s the merger <JfCoope:rs &: t.ybrond l.. L. C. and Pncc WJ1Cmou:>c. 
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Results of Audit: 

Fund Accountability Statements and Schedules of Computations of Indirect and Fringe 
Benefit Cost Rates 

Our audit procedures identified the following questioned costs. 

Fringe 
Direct Costs Indirect Costs Benefits 

HRDC LES 1997 1998 1997 1998 

Ineligible $ $ $ 92,621 69,069 $ 645 
Unsupported 347 15 59 
Total U.S. $ $ 347 $ $ 92,636 69,069 $ 704 

The fund accountability statements, the schedules of computations of indirect and fringe 
benefit cost rates, and the detail of questioned costs, as incurred in Egyptian pounds, are 
included in supplemental schedules to this report. 

Internal Control Structure 

As stated previously, the EQI Contracts have lapsed. As a result, we did not perform a 
detailed evaluation of the EQI's internal control with respect to the Contracts under audit. 

Compliance with Laws. Regulations. and Contracts 

As stated previously, the EQI Contracts have lapsed. As a result, we did not evaluate EQI's 
overall compliance with applicable laws and regulations with respect to the Contracts under 
audit. 

Follow up on Prior Audit Recommendations 

We have reviewed the prior audit report of EQI's HRDC and LES Contracts for the period 
January I, 1996 through May 16, 1997 and May 8, 1995 through June 30, 1997, (the "prior 
audit"), respectively. Our review revealed the following: 

Fund Accountability Statements 

The prior audit report identified questioned project costs 01 $43 and 54,222 of ineligible 
costs, and 592 and $60 of unsupported costs under HRDC and LES, respectively. These 
questioned direct costs were reimbursed to USAlDlEgypt. 

Internal Control 

The prior audit report identified no reportable conditions that were considered to be material 
weaknesses. 

Compliance with Laws. Regulations and Contracts 

The prior audit report identified no material instance of non-compliance as it relates to the 
Contracts' terms. 

I PrieewalcrhouseCoop<:1"5 i!i a limited li~bililY compillly Incorporated in Switzerland and!s cornpnsed of ~ global network of professional Sl:rv,ecs (irms. 
P,iccwalcrhouS<.<"oopers IS the mer~er of Coopers 3; Lybrand L. L. C. ""d Pn<:e Waterhouse. 
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Management's Comments 

EQI management's comments have been obtained and are included in Appendix A to this 
report. In response to management's comments, we either provided further clarification of 
our position in Appendix B or have adjusted our findings. 

Mission Response 

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

This report is intended for the information of EQI management and others within the 
organization and USALD/Egypt. However, this report is a ma·tter of public record and its 
distribution is not limited. 

Pricew3lerllOllSeCoopers is a limited liability company in~Ofi'Oralcd in Swuzcrland and i~ compriS<:d of ~ global nctwor1<: of profesStOMI services firms. 
Pri,cwalcrhotls~-Coopers is the merger of Coopers & Lybrand L. L. C. and Price W1LCrllOU~. 
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February 7, 2000 

Mr. Darryl Burris 
Regional Inspector General/Cairo 
United States Agency for 

International Development 

REPORT OF INDEPENDENT ACCOUNTANTS 
ON THE FUND ACCOUNTABILITY STATEMENTS 

PrtccwlterhouseCoopers 

22 EI Nasr Street 
New Maadi. 1143 t. Cairo, Egypt 
Telephone: +202·516·&027, EXl410 
Facsimile: +202·516·8169 
Email: eX3.snow(@cg.pwcglobaLcOin 

We have audited the fund accountability statements of revenues received and costs incurred 
and schedules of computations of indirect and fringe benefit cost rates of Environmental 
Quality International ("EQI") under United States Agency for International Development 
Mission to Egypt ("USAIDfEgypt") Contract No. 263-C-OO-92-00203-00 ("HRDC") and 
Contract No. 263-C-OO-95-00078-00 ("LES") (collectively, the "Contracts"); for the periods 
May 17, 1997 through May 16, 1999 and July 1, 1997 through May 7, 1999 (collectively, the 
"audit periods"), respectively. The fund accountability statements and schedules of 
computations of indirect and fringe benefit cost rates ("schedules") are the responsibility of 
EQI management. Our responsibility is to express an opinion on these statements and 
schedules based on our audit. 

Except as discussed in the following two paragraphs, we conducted our audit in accordance 
with generally accepted auditing standards and Government Auditing Standards ("GAS") 
issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the fund 
accountability statements and schedules are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the fund 
accountability statements and schedules. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the· 
overall presentation of the fund accountability statements and schedules of computations of 

.' indirect and fringe benefit cost rates. 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 GAS s,ince no such quality control review program 
is offered by professional organizations in Egypt. We believe that the effect of this departure 
from the financial audit requirements of GAS is not material, because we participate in the 
PricewaterhouseCoopers worldwide internal quality control program which requires the 
PricewaterhouseCoopers Cairo office to be subjected, every three years, to an extensive 
quality control review by partners and managers from other PricewaterhouseCoopers offices 
and firms. 

I PriccwalcrnouscCoopers is a limited h*ilily Company ,ncorporau:d in Swil.;(crlalld ","<I is compnscd ofa global network ofprol~sional service',; finns. 
PnccwalcrhouseCOOpct'>.s Ihe merger of Coopers & I..ybrold L. 1... C. ~nd PrIce WalcrhO!lsc. 
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f1R!CfWAlfRHousE(aJPERS I 
USAlDlEgypt has requested we not report on EQI's internal control and overall compliance 
with laws, regulations, and Contracts for the Contracts under audit as required by Chapter 5 
of GAS. This is because recommendations to improve weaknesses in the internal control 
and Corrective actions to rectify instances of material noncompliance cannot be 
implemented. The EQI Contracts and the activities conducted under the Contracts, and, 
consequently the internal control with respect to the Contracts under audit, have ceased with 
no additional funds being provided by USAlD/Egypt. We bdieve that the effect of this 
departure from the financial audi t reporting requirements of GAS is not material. 

This is because in planning and performing our audit of the fund accountability statements of 
EQI for the audit period, we obtained an understanding of the internal control as it related to 
the Contracts under audit. With respect to the internal control, we obtained an understanding 
of the design of relevant policies and procedures. We assessed control risk 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 internal control. As part of 
obtaining reasonable assurance about whether the fund accountability statements are free 
from material misstatements, we performed tests of EQI's compliance with certain 
provisions of laws, regulations, and Contracts that related to the allowability of revenues 
received and costs incurred. The objective of our audit of the fimd accountability statements 
was not to provide an opinion on overall compliance with such provisions. 

The fund accountability statements and schedules have been prepared On t)1e basis of cash 
receipts and disbursements, modified as described in Note 2, wbich is a comprehensive basis 
of accounting other than generally accepted accounting prinCiples in the United States of 
America. Consequently, revenues are recognized when rec:eived and expenditures are 
recognized when paid, rather than when the obligations are incurred. Accordingly, the fund 
accountability statements are not intended to present results in accordance with accounting 
principles generally accepted in the United States of America. 

As detailed in the fund accountability statements and the schedules, and more fully described 
in Note 7 thereto, the results of our audit procedures identified the following questioned 
costs. 

Fringe 
Direct Costs Indirect Costs Benefits 

HRDC LES :1997 1998 1997 

Ineligible $ $ $ 92,621 69,069 $ 645 
Unsupported 347 15 59 
Total U.S. Dollars $ 347 $ $ 92,636 69,069 $ 704 

Costs that are ineligible for USAID/Egypt reimbursements an: those that are not program 
related or are prohibited by the Contracts, or applicable laws and regulations. Unsupported 
costs are those lacking proper documentation. 

In our opinion, except for the effects of the questioned costs discussed in the seventh 
paragraph, the fund accountability statements and schedules of computations of indirect and 
fringe benefit cost rates referred to in the first paragraph present fairly, in all material 
respects, revenues received and costs incurred, and the indirec!: and fringe benefit cost rates 
of EQI under the Contracts during the audit periods, in conformity with the basis of 
accounting described in Note 2. 

I 
Pnc<:wa(~rhOu,;cC<Xlpen i~ ~ limiu:<J liabihty company Incorporated in SW'lZerlan4 and is compn~d of a global network ofprofes$Ional servICes linn~. 
PriccwalerhouscCoop<:rS IS (lie mer'~er ofCoop<:rs & i..ybrand 1... 1... C. ~nd Pncc Waterhouse. 
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This report is intended for the information of EQI management and others within the 
organization and USAlD/Egypt. However, this report is a matter of public record and its 
distribution is not limited. 

PricewaterhouseCoopers 
February 7, 2000 

?riccwalcrhouscCoopers is a limited liability company incorporalcd in $witzcrl;ll1d and is comprised of a global networ'o; of professional services firms. 
PricewatcrhouscCoopcrs is the merger of Coopers & Lybrand L. L. C. and Price Waterhousc. 
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OPENING FUND BALANCE 
IIRDC REVENUES 

EXI'ENDITURES 

Salaries 
Fringe Benefits 
Indirect Costs 
Travel & Perdiem 
Transportation 
Office Support Services 
Fixed Fee 
Computer Rental 
Training Room & Facilities 
Training EQI~Slali 

Total Expenditures 

Oulst4lliding U.al:Hlcc (Note I) 

I I_ l 1 I l I 

ENVIRONMENTAL QUALITY INTERNATIONAL "EQI" 

USAID/EGYPT 

CONTRACr No. 263-C-OO-92-00203-00 (Hlme) 

FUND ACCOUNTAIlILITY STATEMENT 

FOR TilE I'EIUOD MA Y 11, 1991 TIIROUGH MAY 16. 1999 

EXI'RESSED IN US DOLLARS 

ApJlI"oved Actual Revised Questionable Direct Costs 

$ 

Budget 
Note I 

366,069 
58,319 

292,024 
57,653 
35,717 

7,298 
58,706 
21,589 

9,020 
26,335 

$ ==9=3=2=.7=30~ 

$ 
$ 

$ 

$ 

Expcndirures 
Note I 

(43,558) $ 
834,372 $ 

286,145 $ 
75,347 

250,649 
58,151 
40,563 

6,909 
42,330 
17,900 
5,752 

.28,219 

811,965 $ 

$ =~(~2~1 ,~15;;,:1~) 

Actual 
Note 1 

(43,558) $ 
834,372 $ 

286,145 $ 
75,347 

250,649 
58,151 
40,563 

6,909 
42,330 
17,900 
5,752 

28,219 

Ineligible 
Note 1 

811,965 $==== 

(21,151) 

Unsupported 
Note 1 

$ 
$ 

$ 

347 

$====34=1= 

The aCC01l11)UnYlng notes arc an integral part of the fund accountability statements. 

1 1 I l 

Audit 
Finding 

Reference 

No.A, 1 A, Page 20 

9 



( 

OPENING FUND BALANCE 
TSO REVENUES 

EXPENDITURES 

TSO 10 
TSO 12 
TSO 14 
TSO 15 
,(,SO 16 
Total Expenditures 

Outstanding Uahlllcc 

r 

$ 

$ 

ENVIRONMENTAL QUALITY INTERNATIONAL "EQI" 

USAID/EGY PT 

CONTRACT No. 263-C-00-95-00078-00 (LES) 

FUND ACCOUNTABILITY STATEMENT 

FOR THE PERIOD JULY I, 1997 THROUGH MAY 7, 1999 

EXPRESSED IN US DOLLARS 

Approved 
Budget 
Note I 

ActUall 
Expenditures 

Note I 

Revised 
Actual 
Note I 

Questionable Direct Costs 

$ 
$ 

(10,195) $ 
100,725 $ 

8,394 $ 6,981 $ 
29,184 27,451 
11,763 11,633 
15,921 14,327 
43,154 30,138 

Ineligible Unsupported 
Note 7 Note 7 

(10,195) 
100,725 $ ____ _ 

$==== 

6,981 
27,451 
11,633 
14,327 
30,138 

$ $ 

108,416 $==~9;;;O~,5:;;,30~ $ ==,,;9;;;O,~5320~ $==== $==== 

$==== 

The accompanying noles are an integral part of the fnnd accountability statelllents. 

f r f [ [ ( ( r 

Audit 
Finding 

Reference 

[ 
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INDIRECT COST POOL 

Indirect Salaries 
Rent Expenses 
Utilities 
Repairs & Maintenance 
Communication Expenses 
Postage & Mailage Expenses 
Aulo Expenses 
Local Travel Expenses 
International Travel Expenses 
Office Expenses 
Office Supplies 
Audit Fees 
Governmental Charges 
Depreciation Expenses 
Miscellaneous Expenses 
Financial Expenses 
Guest Reception 
Company Tax 

t 

Company Management Expenses 
Totalilldircct Costs 

DIRECT COST POOL 

Total Direct Salaries 
Total fringe Benefits 
Tot'll Direct S.lIadcs & Fringe Henefits 

IIRDC Indirect Cost Rate For 1997: 

TotallndireCI Costs 
Total Direct Salaries & Fringe Benen,s 

$ 

$ 

$ 

$ 

l l l l 

£NVIltONMENTAL QUALITY INT£RNATIONAL "£QI" 

SCH£DULE OF COMI'UTATION OF INDIRECT COST RATE 

CONTRACT No. 263-C-OO-92-00203-00 (HRDC) 

FOR CALIiNDAR YEAR 1997 

EXI'lt£SSED IN US DOLLARS 

I l 

ToM 
Expenditures 

Note 1 

Questionable Indirect Costs 
Correct 

Indirect Cost 
Pool 

Note 6 

456,343 $ 
50.408 
6.861 

15.311 
24.011 

6.789 
26,415 

3.492 
30.741 

8.097 
22.635 
29.950 

3.332 
62.567 

2.452 
3.672 
3.253 

81.145 
147.536 
985.010 $ 

974.403 $ 
383.329 

1,357.732 $ 

ReciassificlI(ion 
Note 4 

(391) $ 

(391) $ 

685 $ 
(294) 
391 $ 

900.933 
1,357,419 

Adjustment 
Note 4 

8.950 

$ 

8.950 $ 

$ 

$ 

Ineligible Unsupported 
Note 7 Note 7 

7.967 

332 

3.177 
81.145 

$ 

92.621 $ 

$ 
645 
645 $ 

15 $ 455.937 
50.408 
6.861 

15,311 
24.011 

6.789 
26.415 

3.492 
30.741 

8.097 
22.635 
21.983 

3.332 
71.517 

2.120 
3.672 

76 

147.536 

15 $====90=0:.;.9~3~3 

$ 975.088 
59 382.331 

59 $===IE.3=57=.=41=9~ 

The accompanying lIotes are an inlegral pOlrt of the this schedule. 

1 

Audit 
Finding 

Ueference 

[ 

No.B. IA. Page 20 

No.ll. 3A. Page 20 

No.B. 8.page 23 
No.B. 4. Page 21 

No.B. 5A. Page 21 
No.B. 6A. Page 21 

( 
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FRINGE IIENEFITS 

Vacation 

Sick Leave 
Iiolidays 
Less Time 
Maternity Leave 
Emergency Leave 
Ramadan 
Total Fringe Bcncfits (I) 

OTHER FRINGE UENEFITS 

$ 

1'o1.:ll 
Expenditures 

Note I 

97,102 
27,522 
55,832 
15,106 
13,532 

1,858 
8,672 

$ ===,;,21~9~,6;;;24~ 

Sociailnsurancc Co. Portion $ 58,805 
Medical Insurance 
Im:cotives 
Allowance & Uniform for Off. Boys 
I lousing 
Company Insur:lm:c 
Monthly Allowance (Alvin) 
Sociallnsuram:c I Sccondl!d Starr 
Life Insurance 
Travel Allow.mcc 
Total Other Fringe Bencfits (2) 

Tat.lI Fringe llcndits (1+2) 

DmECT COST POOL 

Tototl Direct Salndcs 

HRDC Fringe llcuctits Rate 1997: 

Total Fdngc Henefits 
TOI,,1 Direct Salaries 

39,051 
6,349 
3,546 

27,332 
1,763 

19,393 
1,172 

774 
5,520 

163,705 $ 
==~~ 

383,329 $==..:;;;=;,. 

. 974,403 $===,,=~== 

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

ENVIRONMENTAL QUALlTV INTERNATIONAL "EQI" 

COMPUTATION OF FIUNGE: IIE:NEFITS RATE 

FOR CONTRACT No. 263-C-OO-92-00203-00 ("HRDC") 

FOR CALENDAR YEAR 1997_ 

EXPRESSED IN US DOLLARS 

$ 

RcciassiHclllion 
Note .. 

(294) $ $ 

nSUllporte( 
Note 7 

59 

$===~(2:;9'~1) $==~ $ 59 
=====:~ 

$ $ $ 

645 

$ $ 645 $ 

$ (294) $ 645 $ 59 

$ 685 $ $ 

382,331 39.21%. 
975,088 

The accompanying notes are au integral part of this schedule. 

f r r f r [ r ( f [ 

$ 

Con'cel 
Fringe Benefit 

Pool 
Note 6 

96,808 
27,463 
55,832 
15,106 
13,532 
1,858 
8,672 

$ 219,271 
======~ 

$ 

$ 

$ 

$ 

f 

58,805 
39,051 
6,349 
3,546 

27,332 
1,763 

19,393 
1,172 

129 
5,520 

163,060 

382,331 

975,088 

( 

Audit 
Finding 

Reference 

No.D, lA, Page 22 

No.D, 2A, Page 22 

r I 
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INDIRECT COST 1'001. 

Judire!.:! Salaries 
Rent Expenses 
Utilities 
Repairs & Maintenance 
Communication Expell:)!!S 

Postage & Mailing Expenses 
Auto Expenses 
l.ocal Travel Expenses 
International Travel Expenses 
Oftlec Expenses 
Ortie!! Supplies 
Audit Fees 
Legal Fees & Governmental Charges 
Depreciation Expenses 
Miscellaneous Expenses 
Financial Expenses 
Guest Reception 
CompullY Tax 
Company Management Expenses 
TOlalludirecl Costs 

DIRECT COST 1'001. 

TOlal Direct Salaries 
TOIaI Fringe lknclils 

t 

TOI"IDirect Sal;lries & fringe Benefits 

lIHDC bulb·cd Cust 1t"lc For 1998: 

Total Indirect Costs 
Tobl Dil"eel SIlI:lricS & FI"ingc Benefits 

$ 

$ 

$ 

l 1 l 

IiNVmONMENTAL QUALITY INTERNATIONAL "EQI" 

SCIIEDlJLIi OF COMPUTATION OF INDIRECT COST RATE 

FOR CONTRACT No.l63-0000-C-00-2203 (II ROC) 

FOil CALENDAR YI£AR 1998 

EXI'RESSEl> IN US DOLLARS 

Tot~ll 
Expenditures ileci.lssificalion 

Questionable Indirect Costs 
Ineligible Unsuppor,ed 

Note I Note4 Note 7 Note 7 

572,738 $ $ $ 
52,456 

8,551 
11,979 
24,948 

5.636 
11,430 
10,094 
10.143 
8.684 

19.472 
3.974 
4.120 

28)03 
3.898 
2,276 
4,185 2,834 

66,235 66,235 
147.189 
996.311 .$ $ 69.069 $ 

1,181,472 $ $ $ 
498,387 644 

1,679,859 $ 644 $==="",= $==== 

927,242 55.18%, 
1,680,503 

The accompanying notes arc an integral part of this schedule. 

$ 

$ 

$ 

Correct 
Indirect Cost 

Pool 
Note 6 

572,738 
52,456 
8,551 

11,979 
24,948 

5,636 
11.430 
10,094 
10.143 
8.684 

19,472 
3,974 
4.120 

28)03 
3,898 
2,276 
1)51 

147.189 
927)42 

1.181.472 
499.031 

I.. 

$=~1£,6~80~,5~0~3 

I 

Audit 
Finding 

Reference 

l 

No.E. lA, Page 22 
No.E. 2 A, Pag.23 

( 
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FRINGE IlENEFITS 

Vacation 
Sick Leave 
Ilolidays 
Less Time 
Maternity Leave 
Emergency I.ca VI.! 

Ramadan 
Training 
Total Fringe Bencfits (1) 

OTHER FRINGE BENEFITS 

Social Insurance Co. Ponion 
Medical Insurance 
Incentives 
Allowance & Uniform for 011 Boys 
I lousing 
Company inslifilllcc; 
Monthly Allowance (Alvin) 
Monthly Allowance (Duncan) 
Sodill Insurance I Seconded Staff 
Life Insurance 
Tmvd Allowance 
Training Allowance 
Tutal Other Fringe Bellcfits (2) 

Tolnl Fringe Ucncfits (1 + 2) 

IHRECT COST POOL 

Totl11 Direct Saladcs 

IIRUC Fringe BencH Is Rale 1998: 

Total Fringe Ilcncfits 
Total Direct Salaries 

f r 

$ 

$ 

$ 

$ 

$ 

$ 

ENVIRONMENTAL QUALITY INTERNATIONAL "EQI" 

COMPUTATION OF FRINGE BENEFITS RATE 

FOR CONTIIACr No. 263-C-00·92-00203·00 ("HIIDC") 

FOR CALENDAR YEAR 1998 

EXPRESSED IN US DOLLARS 

Total uestionable Frin e Benefit Costs 
Expenditures RcchlssiJicatioll oe Igi e nsupporte 

Note I Note 4 Note 7 Note 7 

130,163 $ $ $ 
30,636 
77,408 
21,592 

992 
882 

12,800 
874 

275,'l47 $ $ $ 

64,392 $ $ $ 
47,850 
12,911 

1,390 
39,958 

48 
23,221 
26,219 

3,169 
III 644 

3,493 
278 

m.040 $ 644 $ $ 

498,387 $ 644 $ $ 

1,181,472 $ $ $ 

499,031 42.24% 
1,181,472 

The llCCOllllHlIlyiug notes are an inlcgn\l part of this schedule. 

( r f [ 

Correct 
Fringe Benefit Audit 

Pool Finding 
Note 6 Reference 

$ 130,163 
30,636 
77,408 
21,592 

992 
882 

12,800 
874 

$ 273.147 

$ 64,392 
47,850 
12,911 

1,390 
39,958 

48 
23,221 
26,219 

3,169 
755 

3,493 
278 

$ m,684 

$ 499,031 

$ 1,181,472 
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pmCEWAl£RHOusECWPERS Il3 

Tol:ll 
Expenditures 

INDIRECT COST POOL Note I 

Indirect Salaries $ 456,343 
Rent Expenses 50,408 
Utilities 6,861 
Repairs & Maintenance 15,311 
Communication Expcnsl!s 24,011 
Postage & Mailag,c Expenses 6,789 
AulO Expenses 26,415 
Local Travd Expenses 3,492 
Internalional Truvcl Expenses 30,741 
Grtiee Expenses 8,097 
Oflicc Supplies 22,635 
Audit Fees 29,950 
Governmental Charges 3,332 
Depreciation Expcllsi!s 62,567 
Miscellaneous Expenses 2,452 
Financial Expenses 3,672 
Guest Reception 3,253 
Company -fax 8i,i-iS 
Company Miloagcmclll l:xpcuscs 147,536 
TotallmJirect Costs $ 985,010 

lllRECT COST POOL 

T Dial Dire..:! Salaries $ 974,403 
'1'01.11 Direct Salaries $ 974,403 

EQI Indirect Cost Rale For 1997: 

Tot;llludircct Costs 
Tolal Direct Sularies 

1 I. 

ENVIRONMENTAL QUALITY INTIiRNATIONAL "EQI" 

SClllWULE OF COMI'UTA nON O~' INDIRECT COST RATE 

FOil CALENDAIl YEAlt 1997 

EXPRESSED IN US DOLLARS 

Questionable Indirect Costs 
Reciassific.\tion Adjustment Ineligible Unsul)ported 

Note4 Note 4 Nole 7 Note 7 

$ (391) $ $ $ 15 

7,967 

8,950 
332 

3,177 
101:1 Iii, "., .. ~ 

$ (391) $ 8,950 $ 92,621 $ 15 

$ 685 $ $ $ 
$ G85 $ $ $ 

900,933 92.40% 
975,088 

The accompanying notes arc au integral pout of this schedule. 

Correct 
Indirecr Cost 

Pool 
Note 6 

$ 455,937 
50,408 

6,861 
15,311 
24,011 

6,789 
26,415 

3,492 
30,741 

8,097 
22,635 
21,983 

3,332 
71,517 

2,120 
3,672 

76 

147,536 
$ 900,933 

$ 975,088 
$ 975,088 

t t 

Audit 
Finding 

Reference 

No.B, I A, Page 20 

No. 13, 3A, Page 20 

No,B, 4, Page 21 

No.13, 5A, Page 21 
Nldl, 6A, Page 21 

I l 
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INDIRECT COST POOL 

Indirect Salaries 
Rent Expenses 
Utilities 
Repairs & Maintenance 
Communication Expenses 
Postage & Mailage Expenses 
Auto Expenses 
Local Travel Expenses 
International Travel Expenses 
Office Expenses 
Office Supplies 
Audit Fees 
Legal Fees & Governmental Charges 
Depreciation Expenses 
Miscellaneous Expenses 
Financial Expenses 
Guest Reception 
Company Tax 
Company Management Expenses 
Total Indirect Costs 

DIRECT COST POOL 

Total Direct Salaries 
Total Direct Slliarics 

EQllndircct Cost Rale For 1998: 

Tohllilldireci Costs 
Total Direct 5ahlrics 

[ r f 

$ 

$ 

ENVIRONMENTAL QUALITY INTERNATIONAL "EQI" 

SCHEDULE OF COMPUTATION OF INDlnECT COST RATE 

FOR CALENDAR YEAR 1998 

EXI'RESSED IN US 1l0LLAnS 

Total Questionable Indirect Costs 
Expcnditul·cs Reci:lssiticnlion Ineligible Unsupported 

Nolc I Note 4 Note 7 Note 7 

572,738 $ $ $ 
52,456 

8,551 
11,979 
24,948 

5,636 
11,430 
10,094 
10,143 
8,684 

19,472 
3,974 
4,120 

28,303 
3,898 
2,276 
4,185 2,834 

66,235 66,235 
147,189 
996,311 $ $ 69,069 $ 

$ __ ,.,.1 ,,,18;;-1 '-;i.4.;,;72;
$ ==,,;I;!,,;;18;;1;!,,4;,,7;,;2~ 

$-----'--
$===== 

$_--
$==== 

$--~:......... 
$==== 

927,242 78.48 % 

1,181,472 

Thc accompanying notes arc an integral part of this schedule. 

{ r [ [ [ 

Correct 
Indirect Cos, 

(lool 
Note 6 

$ 572,738 
52,456 

8,551 
11,979 
24,948 

5,636 
11,430 
10,094 
10,143 
8,684 

19,472 
3,974 
4,120 

28,303 
3,898 
2,276 
1,351 

147,189 
$ 927,242 

$$. --=jl~,li8tl,!47~2: = 1,181,472 

[ f r 

Audit 
Finding 

Reference 

No.E, I A, Page 22 
No.E, 2A, Page 23 

( 
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ENVIRONMENTAL OUALITYINTERNATIONAL ("EO I") 

NOTES TO THE FUND ACCOUNTABILITY STATEMENTS 
AND SCHEDULES OF COMPUTATIONS OF ThDlRECT COST 

AND FRINGE BENEFIT RATES 

NOTE 1 - SCOPE OF STATEMENT: 

The fund accountability statements include revenues received and costs incurred by EQI 
under Contract No. 263-C-00-92-00203-00 ("HRDC") and Contract No. 263-C-00-95-
00078-00 ("LES") (collectively, the "Contracts"), for the periods May 17, 1997 through May 
16, 1999 and July I, 1997 through May 7, 1999 (collec!J.vely, the "audit periods"), 
respectively. 

"Approved Budget" includes USAlD/Egypt approved costs in accordance with the most 
recent budget modification or amendments of the Contracts within the audit periods, and is 
presented for informational purposes only. Amendment No. 7 to the HRDC contract, dated 
May 7, 1998, approved total costs of $2,393,388 or Egyptian pounds ("LE") 8,132,734 from 
contract inception, May 17, 1992, through May 16, 1999. Accordingly, total "Budget", for 
the HRDC contract, has been calculated, to be $932,730 or LE 3,169,418 during the period 
May 17, 1997 through May 16, 1999. The total of approved budgets for individual orders 
under the LES contract equals $108,416 or LE 368,400 during the audit period. Budget 
amounts in Egyptian Pounds ("LE") have been converted to US dollars as explained in Note 
3 below. 

"Actual Expenditures" represent cumulative Contracts revenues received and costs incurred 
by EQI under the Contracts during the audit periods. "Revis"d Actual" represents actual 
costs adjusted for reclassifications as explained in Note 4 below. Expenditures in LE have 
been converted to US dollars as explained in Note 3 below. 

The "Outstanding Balance" for the HRDC Contract, represents the.net disallowances from 
billings to USAID. The disallowances have not been adjusted on the monthly invoices. 

NOTE 2 - BASIS OF PRESENTATION: 

The fund accountability statements and schedules of computations of indirect and fringe 
benefit cost rates of EQI have been prepared on the basis- of cash receipts and disbursements, 
modified for certain items. Revenues are recognized when received. Costs are recognized 
when paid, rather than when the obligations are incurred. However, the indirect cost pools 
also contain depreciation charges and certain accrued costs. 

NOTE 3 - FOREIGN EXCHANGE: 

Actual and budgeted Contracts revenues and costs in LE have been converted to US dollars 
at an exchange rate of LE 3.398 to one U.S. Dollar. The exchange rate has been calculated 
by averaging the ending monthly exchange rates during the audit periods. Additionally, the 
exchange rates for calendar years 1997 and 1998 were calculated by averaging the ending 
monthly exchange rate for the twelve months of each year. The exchange rate for 1997 is 
3.389, and 3.397 for 1998. These rates were used to convert the computations of indirect 
and fringe benefit cost rates from LE to US dollars. 

I 
"'ricewa(erhQU'>CCoo~;$ a limited liability ,ompany incorpon.led in Sw,~at\d and is comprised of a ~lobil nClwQrlt ofpror~ional $crvices firms. 
?ncewalerhouseCoop<:n;$ (lie merger ofCoopcn &'lybrand L. L. C. and Price Walcmou:>c. 
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NOTE 4 - RECLASSIFICATIONS: 

Certain Contracts costs associated with various budget line items and the indirect and fringe 
benefit cost pools were recorded in the accounting records in the incorrect budget line or 
incorrect indirect cost account. These costs have been reclassified to facilitate a more 
appropriate comparison between actual and budgeted costs. In accordance with the terms of 
the Contracts, individual line item expenditures in excess of 15 percent of the budget line 
require USAIDlEgypt's prior written approval. 

NOTE 5 - BASIS OF COMPUTATION OF INDIRECT Al'ID FRIN'GE BENEFIT 
COST RATES AND CALCULATION OF THE FIXED MUL TIPLIER RATE UNDER 
CONTRACT NOs. 263-C-OO-92-00203-00 Al'ID 263-C-OO-95-00078-00 : 

EQl's Contracts with USAID provide for the recovery of indirect costs incurred by EQI that 
are not directly associated with, or specifically identifiable to, any particular activity 
conducted by EQI. Additionally, they also provide for the recovery of fringe benefit costs 
paid to employees performing under the Contracts. For the HRDC contract, EQI and 
US AID have established provisional rates for indirect and fringe benefit costs. The LES 
contract provides for the recovery of indirect costs incurred by EQI ~hrough a fixed 
multiplier applied to direct salaries of personnel assigned to the project. 

EQI has established two Negotiated Indirect Cost Rates ("NICRA") with USAIDlEgypt. 
The NICRA for indirect costs is computed by dividing total indirect costs by the total direct 
salaries. The fringe benefit NICRA is computed by dividing total fringe benefit costs by 
total direct salaries. As explained below, each of the Contracts was allowed a different 
approach for recovering their indirect costs and fringe benefits. For informational purposes, 
pages 15 and 16 presents EQl's entity-wide indirect cost rate for calendar years 1997 and 
1998, respectively, using the NICRA computation. 

The HRDC contract provides for the recovery of indirect costs based on a rate computed by 
dividing total indirect costs incurred by EQI by the sum of total direct salaries and total 
fringe benefit costs incurred by EQI. USAIDlEgypt reimburses indirect costs to EQI 
-through the application of this rate to direct salaries plus fringe benefits incurred under the 
HRDC contract. Total direct salaries incurred during the fiscal year 1997 and 1998 were 
$975,088, or LE 3,304,574 and $1,181,472 or LE 4,013,459, respectively. 

Fringe benefit amounts used in the schedules of computations of indirect cost rates have 
been determined based on the computation of the fringe benefit rate, as discussed below. 

Fringe Benefits 
The HRDC contract provides for the recovery of fringe benefits paid by EQI to its 
employees. These costs are recovered based on a rate computed by dividing total fringe 
benefit costs incurred by EQI by total direct salary costs incurred by EQI, during a 
calendar year. 

I Pricew3(<:rMu5CCoopers is a limlled liability o;ompany im;orpo .... u:d in Switzerland. and is comprised of a global nelwork ofproi'essional Ioerviccs firm1. 
Pnccwau:mousc:Coope:rs is the merger QfCO<Ipe:rs & !,.ybn.nd L. l.. C. J.ftQ Price Walcrllouse. 
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f>R!CEWATfRHouSE[aJPERS I 
NOTE 5 - BASIS OF COMPUTATION OF INDIRECT AND FRINGE BENEFIT 
COST RATES Al'iD CALCULATION OF THE FIXED MULTIPLIER RATE 
(continued): 

No indirect or fringe benefit cost rates apply to the LES contract. Indirect costs are 
recovered by applying the fixed multiplier, approved under the contract, to the fixed 
daily rates of the approved personnel. The fixed multiplier is computed by dividing 
total indirect costs incurred by EQI by the total direct salaries. To the resulting rate, 
direct salary and a fixed fee percentages are added. The: computations for calendar 
years 1997 and 1998 are as follows: 

1997 1998 
Adjusted Indirect Cost Pool, Pages 11 and 13 $ 900,933 927,242 
Adjusted Fringe Benefit Pool, Pages 12 and 14 382,331 499,031 
Total Indirect Costs $ 1,283,264 1,426,273 
Divided by Direct Salaries, Pages 11 and 13 975,088 1,181,472 
Indirect Rate 1.32 1.21 
Direct Salary Costs 1.00 1.00 

2.32 2.21 
Fixed Fee (7%) 0.16 0.15 

Fixed Multiplier 2.48 2.36 

NOTE 6 - ADJUSTED INDIRECT COST POOL COLUMN,;, 

The "Adjusted Indirect Cost Pool" represents expenditures for each indirect cost pool line 
item net of reclassifications and questioned costs. These questioned cOsts are detailed below 
in Note 7. 

NOTE 7 - QUESTIONED PROJECT COSTS: 

Questioned costs are presented in two separate categories; ineligible and unsupported. Costs 
in the columns labeled "Ineligible" are those not program-related or are prohibited by the 
Contracts or applicable laws and regulations. Costs in the columns labeled "Unsupr0rted" 
are those lacking adequate documentation. Questioned costs ha.ve been segregated between 
direct and indirect costs by each contract. Direct question,od costs have been further 
segregated by individual budget line item; indirect questioned costs have been segregated by 
cost pool line item. 

I PriccwacerhouscCoopet"S is a limno:\lliab,licy company LnC(lrporalcd in S,"",,zcrland and i~ ~ompnscd of a global nClwon of prafcsslonal iervices limls. 
Pncewalcrhou$CCoopetS IS lhe merger of Coopers & Lybrand L.. L. C. and PrIce WalcrhQ\lse. 
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NOTE 7 - QUESTIONED PROJECT COSTS (CONT'D.): 
Questioned Costs 

Ineligible Unsupported 

A. DIRECT COSTS - HRDC 

1. Transportation 

A. An amount of $347 relating to car depreciation expense, 
serving the HRDC project, was double billed in the month 
of May 1997. HRDC contract clause No. GA requires 
expenditures billed to USAIDfEgypt to be supported by. 
documentation sufficient to substantiate the expenditure . 
Management has stated this was an oversight. As such, the 
amount is questioned as unsupported. $ $ 347 

Total Transportation Questioned Costs -S"-----........ S;;-----"3-;47,. 

TOTAL HRDC DIRECT QUESTIONED COSTS _S'--_____ S"--___ ....;;3..;.47;... 

B. INDIRECT COSTS - 1997 

1. Indirect Salaries - General & Administrative 

A. An amount of SI5 related to an employee's salary for the 
month of May 1997 was charged to the indirect cost pool 
that is not supported by a time sheet showing the hours 
charged. HRDC contract clause No. GA requires 
expenditures included in costs billed to USAlD/Egypt to be 
supported by documentation sufficient to substantiate the 
expenditures. Management stated this was an oversight. 
As such, the amount of S15 is questioned as unsupported, 
and excluded from the indirect cost pool. $ $ 15 

Total Indirect Salaries Questioned Costs -S;-------;S;------71:);,....-

2. Rent Expenses 

A. Subsequent to the issuance of our draft report, we were 
provided information that justified the removal of this 
questioned cost. $ $ 

Total Rent Expenses Questioned Costs -S;-------;S;-------

3. Audit Fees 

A. An amount of $7,967 was charged to the indirect cost pool 
as audit fees. The fees relate to the filing of the partners' 
personal tax returns. Because the expense is not a 
partnership expense, according to generally accepted 
accounting principles it should not be recorded as a 
partnership expense. As such, the amount of $7,967 is 
questioned as ineligible for inclusion in the indirect cost 
pool. _$~ ______ 7 ,"-96:..7 _____ --=$=--____ _ 

I f>ricewalcrhouscCoo~1"S is 3 limlled liabililY company incotpOralcd in Swit:C'rliUld;md is eompnsed of a global M\WOrlc. of profesSIonal scrviecs tirms. 
PrieewalcrhooscCoopel"!l is (he merger of Coopers &: l.ybrand 1... 1... C. ana ?ncc WalCl'house, 
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NOTE 7 - QUESTIONED PROJECT COSTS (CONT'D.): 
Questioned Costs 

Ineligible Unsupported 
Total Audit Fees Questioned Costs 

4. Miscellaneous Expenses 

A. Included in the indirect cost pool is an amount of $159 
paid to a person injured in an accident made by an EQI 
employee. The amount includes a penalty resulting from a 
lawsuit against EQI, and an amount donated to the injured 
person. The Federal Acquisition Regulation 31.205-8, 
"Contribution or Donation" and 31.205·15, "Fines, 
Penalties, ... " disallows such expenses. EQI management 
stated that they were unaware of the ineligibility of such 
expenses. Accordingly, the amount of $159 is questioned 

S 7,967 S 

a~~k $ 159 $ 

B. Included in the indirect cost pool unde.r this account is an 
amount of $173 representing entertainment expenses 
related to a Christmas party. The Federal Acquisition 
Regulation 31.205-14, "Entertainment Costs" states that 
"Costs of amusement, diversion, social actiVities, 
ceremonials, and costs such as meals ... are unallowable". 
EQI management stated that they were unaware of the 
ineligibility of such an expense. Accordingly, the amount 
of $1 73 is considered ineligible. $ 173 $ 

Total Miscellaneous Expenses Questioned Costs $ ---..;3"3"2c--.;;$-------

5. Guest Reception 

A. An amount of $3,177 out of $3,253 of meals and 
entertainment were included in the indirect cost pool under 
this account. The Federal Acquisition Regulations 31.205-
l4, "Entertainment Costs" states that "Costs of 
Amusement, diversion, social activities such as meals ... 
are unallowable". EQI management was unaware of the 
ineligibility of the expense. As such, the amount of $3, 177 
is considered ineligible for inclusion of the indirect cost 
pool. $ 3,177 $ 

Total Guest Reception Questioned Costs $ ·---3"',"1"'77:;---;;$,...-------

6. Company Tax 

A. Partner tax for calendar years 1983 - 1997 was expensed. 
FAR 31.205-41 "Taxes", allows company taxes that are 
required by law, and for which an exemption cannot be 
claimed. According to the Egyptian tax law, partnerships 
are taxed on the individual partners. Therefore, the taxes 
expensed are the personal taxes of the. partners, and should 
not be expensed through EQI's accounts. TherefOre, the 
amount of$81,145 ha been excluded from the indirect cost 
pool. $ 81,145 $ 

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

I Pnccwalcrho\lscCooper.l i~ ~ limIted liability company incorponucd in Swilzcrl~1I4 and is comprised Or3 ,Iobal nelwoo; of profesSIonal servlCes lirms. 
PnccwalcrhollS<.-C'oopcrs 1$ Ihe mt'llcr ofCwp<:1'S & Lybrand L. L. C. and Pncc Walcrtlousc. 
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NOTE 7 - QUESTIONED PROJECT COSTS (CONT'D.): 
Questioned Costs 

Ineligible Unsupported 
$ 81,145 $ Total Company Tax Questioned Costs 

TOTAL QUESTIONED INDIRECT COSTS -1997 $ 92,621 $ 15 

D. FRINGE BENEFITS - 1997 

1. Sick Leave 

A. Total charges recorded in sick leave for an employee 
exceeded that supported by time sheets. HRDC contract 
clause No. GA requires expenditures included in the costs 
billed to USAID/Egypt to be supported by documentation 
sufficient to substantiate the expenditures. EQI's 
accountants agree with the unsupported amount of $59. 
Therefore, this amount is questioned as unsupported, and 
excluded from the fringe benefit pool. _$=-_____ ---'$=-____ ~59;,_ 

Total Sick Leave Questioned Costs _$:::... _____ ---:$=-_____ ~:.-9:.... 

2. Life Insurance 

A. Insurance costs of $645 related to prepaid life insurance 
were included in the fringe benefit cost pool. This amount 
represents ten months of insurance for the period ending 
October 1998. FAR 31.203 (d) requires allocation of 
indirect costs to be in accordance with generally accepted 
accounting principles. Therefore, the prepaid amount has 
been questioned as ineligible for inclusion in the 1997 
fringe benefit cost pool, and added to the 1998 pool. .-:5;-___ 6;4:.;5;.----.:5;-_____ _ 

Total Life Insurance Questioned Costs _$:;.... __ .....::6~4.;5----:$:;....----....",,,.... 
TOTAL FRINGE BENEFIT QUESTIONED COSTS - 1997 ..;5;.".. __ .;.64,;,;5~--=$ ____ ~59_ 

E. INDIRECT COST - 1998 

1. Guest Reception 

A. An amount of $2,834 of meals and entertainment were 
included in the indirect cost pool. The FAR 31.205-4, 
"Entertainment Costs" states that "costs of amusement, 
diversion, social activities, such as ~eals, are 
unallowable". EQI management was unaware of the 
ineligibility of the expense. As such, the amount of 52,834 
in considered ineligible for inclusion in the indirect cost 
pool. ...:$;-_~22.:;,8;;34..;--;;.$-----_ 

Total Guest Reception Questioned Costs S 2,834 S 

I Prlccwa'crhouseCoopers is ~ limited liability company incorpor.ucd in SW;I~erland and is comprised of l global network. of professional servicC$ I;rms. 
Pr;ccw\llcrhouscCoopers is ,lie merger ofCoopcn & Lybrand L. L. C. and Price Waterhouse. 
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NOTE 7 - QUESTIONED PROJECT COSTS (CONT'D.): 

2. Company Tax 

A. Partner tax for calendar years 1983 - 1997 was expensed. 
FAR 31.205-41 "Taxes", allows company taxes that are 
required by law, and for which an exemption cannot be 
claimed. According to the Egyptian tax law, partnerships 
are taxed on the individual partners. Therefore, the taxes 
expensed are the personal taxes of the partners, and should 
not be expensed through EQI's accounts. Therefore, the 
amount of $66,235 has been excluded from the indirect 
cost pool. $ 

Total Company Tax Questioned Costs $ 

TOTAL QUESTIONED COSTS INDIRECT COSTS - 1998 S 

NOTE 8 - ADJUSTMENTS: 

Questioned Costs 
Ineligible Unsupported 

66,235 $ 

66,235 S 
69,069 S 

The "adjusttnent" on pages 11 and 15 is for the correction of the depreciation expense. The 
expense was increased, because the depreciation calculation used a lower vehicles 
depreciation base than original cost, which understated the indirect cost pool with LE 
30,333. Details of the depreciation adjusttnent is as follow: 

Vehicles Depreciation 
Calculated bv EO! 

(USS) 

28,985 

Vehicles Adjusted 
Depreciation 

(US$) 

37,935 

Difference 
(US$) 

8,950 

I 
f'nc<,:wi!<!rhou,..;CoopcN. is a limned liabili,y company incorpora1d in Swillcrlwd OUId,~ comprISed of a slobal netwQrk. ofprofc$$'onal services tirms. 
f'ncewI.crh<)useCwp<:1"> IS lh<.: merger ofCoopcrs &. Lybrand L. L. C. and Price Walerllousc. 
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Management of Environmental Quality International (EQI) provided comments to our draft 
report presented by USAID/Egypt. Attachments, mostly in Arabic have not been included, 
we have these on file should USAID/Egypt choose to view them. These comments have 
been included, unedited, in Appendix A of this report. We haNe reviewed management's 
comments and have either adjusted our final report or clarified our position. Our response 
below parallels the audit report findings and management's comments. 

RESPONSE TO EOI MANAGEMENT'S COMMENTS TO OUESTIONED COSTS 
AS DETAILED IN NOTE 7 OF THE FUND ACCOUNTABILITY STATEMENTS 

II. 2.A. INDIRECT COST - Rent Expenses, Questioned Cost of $12,591. 

Management's comments and attachments were reviewed. Additionally, the 
auditor's initial work was reviewed. The discussion and attachments clearly prove 
the related party transaction. The cost that may be included in the indirect cost pool 
is that of ownership - the depreciation of office space. Because the cost that EQI 
has charged to the indirect cost pool does not exceed th,e cost of ownership and has 
been accurately recorded in EQl's accounting records, we have closed the finding. 
Our final report has removed the finding, and adjusted all schedules accordingly. 

Management of EQI did not respond to any other finding, and verbally informed us 
that they accepted them. 

I Priccwa!crnou,;.cCoop«'s IS ~ limited li~bili!y company incol])Qratcd in SwitlCr!3IId and i~ compfl5cd or~ glob~1 net .... o,k o( prolessional scrvico:s firms. 
f'nccwalcrhouii<:COOp<:1> is the merger of Coop<: I> J: Lyb~d L. L. C. and Price WJlcrhouse. 



APPENDIX (C) 

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

ttftt!'1 
'111, •• ' 
CA!RJ. EGYPT 

MEMORANDUM 

TO: RIG/A, Darrel Burris 

FROM: 
'U () ~ 

AlDivision Chief, Marisa Parente, FMIF A (Y1fw~~ . j ~ 

SUBJECT: Financial Audit of Environmental Quality International, Costs Incurred 
under USAIDlEgypt Contract Nos. 263-C-00-92-00203-00 and 263-C-00-
95-00078-00 

Following is the Mission's response to Recommendation Nos. 1 and 2 under the subject audit 
,.. report: 

Recommen'dation No.1: We recommend that USAlDlEgypt make a management 
decision on the unsupported questioned costs of $347 detailed on page 20 of the 
PricewaterhouseCoopers report, and recover from Environmental Quality 
International any amounts determined to be unallowable. 

Mission Response: 

The audit report mentioned that the $347 questioned (all unsupported) represents car 
depreciation expense double billed in May 1997, (Attachment A). 

The questioned amount determined to be sustained. EQI refunded the LE1,179 
(equivalent to $347) to USAIDlEgypt via check No. 1302664 Dated 01125/2000, Receipt No. 
19192 dated 01126/2000, (Attachment B). 

As a result, the Mission believes that final action has been taken and requests closure 
of Recommendation No.1 upon issuance ofthefinal report. 

Recommendation No.2: We recommend that USAIDlEgypt lfinalize Environmental 
Quality International's indirect cost and fringe benefit rates for the period January 
1, 1997 through May 16, 1999 for Contract No. 263-C-00-92-00203-00 based on the 
consideration of questioned indirect costs and fringe benefits detailed on pages 20 
through 23 of the PricewaterhouseCoopers report, and recover any amounts owed 
to USAIDlEgypt as a result of that determination. 

USAID Building 
Laselki street. New Maadi 
Cairo. Egypt. 
Postal Code 11435 



Mission Response: 

Mission agrees to finalize the audited indirect cost and fringe benefit rates for the audited 
period and to recover any amounts owed to USAIDlEgypt. Negotiated indirect cost rate 
agreement is expected to be issued in July 2001. 

As a result, the Mission believes that management decision has been made, and 
requests resolution of Recommendation No.2. Requestfor closure will be addressed to 
MIMPL 

Att: als 

cc: 

Thank you for your cooperation. 

DIDIR, A. Aames, 
ODIPROC, G. Kinney 
AlADIHDD, S. Patton 
AlODILEG, T. Nurm 
Controller, H. Jamshed 

AlOD/SCS, C. Williams 
PROC, C. Fulgham 
RIG/Cairo, M. Clinebell 
FM Reading File 


