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U S AGENCY FOR 

INTERNATIONAL 

DEVELOPMENT 

RIG/San Salvador 

October 25, 1999 

MEMORANDUM 

FOR 

FROM 

SUBJECT 

USAID/ColombIa DIrector, George Wach~ 

RIG! A/San Salvador, T1TIlothy E Cox <y ~ f. Y 
Preaward AudIt of ColombIan Agency for InternatIOnal CooperatIOn 
(ACCI) (Report No 1-514-00-001-F) 

TIns memorandum IS our report on the subJ ect audIt In finahzmg the report, we 
consIdered your comments on the draft report Your comments are mc1uded m 
AppendIx II The report contams no recommendations, and no addItional action IS 
reqUITed 

I appreCIate the cooperatIOn and courtesy extended to my staff durmg the audIt 

USAID/Colombia on August 31, 1999 SIgned a strategic objective grant agreement 
WIth the ColombIan Agency for mternatIonal Cooperation (ACCI) wroch Will prOVide 
$15 nnllIon to reduce IllICit crop prodUCTIon m selected areas of ColombIa Under the 
agreement, USAID/Colombia Will work With ACCI to Implement a senes of 
actiVIties rumed at acroevmg an mcreased comnntment to voluntanly reduce poppy 
and coca production through sustamed, broad-based econonnc and SOCial 
development m the program's targeted areas The agreement establIshes that the 
National Alternative Development Plan (PLANTE) WIll be the techrucalImplementer 
responsIble for programnnng, ImplementatIOn, coordmatIOn and morutonng of the 
program ACCI Will be responsIble for accountIng and control of the transfer of 
funds to commuruties With appropnate partiCIpation of PLANTE and USAID to 
ensure the control and responsIbIlIty offunds 

As a condItion precedent to disbursement of funds to ACCI, the agreement reqUlres 
an audIt to ensure that ACCI has the adnnrustraTIve, finanCIal, and contractmg 
capabIhty to manage USAID resources In order to meet tros reqUIrement, 

AudIt Report No 1-514-00-001-F 



Audit Objective 

USAID/Colombia requested the Office of RegIOnal Inspector General/San Salvador 
to conduct tins preaward audIt 

The purpose of tins preaward audIt IS to detenrune If ACCI has the capacIty to 
manage the USAID funds m accordance WIth U S government and USAID 
reqUIrements SpecIfically, tins preaward audIt IS mtended to answer the followmg 
audIt objectIve 

Does the ColombIan Agency for InternatIonal CooperatIon 
(ACCI) have sufficient financIal management capacity to manage 
USAID funds m accordance With U S government and USAID 
reqUIrements? 

Our audIt entruled the reVIew of SIX areas accountmg system, illternal controls, 
proposed project costs, finanCIal management capabIhty, complIance With applIcable 
laws, regulatlOns and agreement terms, and pnor audIt recommendatlOns AppendIX I 
descnbes the audIt's scope and methodology 

Audit Fmdmgs Does the ColombIan Agency for InternatIonal CooperatIOn (ACCI) have suffiCIent 
fmancIaI management capaCIty to manage USAID funds ill accordance WIth U S 
government and USAID requIrements? 
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The ColombIan Agency for InternatIonal CooperatIon (ACC!) does have suffiCIent 
finanCIal management capaCIty to manage USAID funds ill accordance WIth U S 
government and USAID reqUIrements The SIX areas reVIewed ill our audIt are 
dIscussed m detrul ill the followmg sectIons of the report 

AccountIng System and Internal Controls 

ACCI has an acceptable accountmg system that IS capable of segregatmg costs to 
dIstmgmsh USAID revenues and costs AccountIng system entrIes are up to date 
Bank statements are reconcIled tImely With the accountIng records ACCI also has 
controls for SIgnature use on bank accounts In addItIon, ACCI has developed plans 
to establIsh a dIStInct bank account for the USAID funds once the dIsbursement of 
funds IS approved Although ACCI does not currently use a project accountmg 
system, plans have been developed to Implement such procedures once the USAID 
funds are dIsbursed 

Internal controls are acceptable for procurement, budgetmg, accountIng, and property 
management ACCI has wntten procedures for the budgetIng, purchasmg, treasurer, 
and project management funCtIOns ACCI IS ill the process of completmg procedures 
manuals for accountIng, travel, and property management functIons To the extent 
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possIble WIth the current staffing levels, ACCI's financIal management systems 
proVIde for appropnate segreganon of dunes among the accountmg and finance staff 

Proposed Project Costs 

At the tIme of our audIt, suffiCIently detaIled cost estImates for the current $15 
mllhon strategIc ObjectIve grant agreement are not aVaIlable The agreement 
estabhshes m general terms the amount to be spent for each of four components 

Strengthenmg of NatIonal and Local InstItutIons 
LICIt Producnve ActIVItIes 
EnVIronmental Management 
Momtonng and Techmcal Support 

$ 1,750,000 
10,250,000 

1,000,000 
2,000,000 

$15,000,000 

S1ID1larly, a detaIled plan for fulfillmg the $5,000,000 cost sharmg reqUIrement has 
not been elaborated However, the agreement establIshes that PLANTE WIll be the 
techmcal Implementer responsIble for programmmg, ImplementatIon, coordmatIon 
and momtonng of the program Smce the responsIbility hes WIth PLANTE and 
USAID/Colombla to develop a detmled project budget and cost sharmg plan, we are 
not mcludmg any recommendanons m thIs area m thIs report 

Fmanclal Management CapabIlIty 

ACCI does not antICIpate sIgmficant changes to ItS orgarnzatIonaI structure to manage 
the USAID agreement GIven the very early stages of the program, we can not yet 
conclude If current staffing levels wIll be suffiCIent m terms of numbers, expenence, 
responslbIlInes, workload, and/or expertIse However, our reVIew of the 
qualIficatIOns of current finanCIal management staff mdIcates that they have the 
techmcal expertIse to manage current ACCI operatIons and the capaCIty to prepare 
finanCIal statements In addItIon, we dIscussed the finanCIal statement reqUIrements 
for USAID programs WIth ACCI personnel who adequately demonstrated theIr 
understandmg of these requIrements 

Compbance WIth Laws, RegulatIOns, and Agreement Terms 

We reVIewed ACCI's abIlIty to comply WIth certam terms of the agreement, such 
as the prOVlSlons for (1) UtIhzatIon of Goods and ServIces, (2) TaxatIOn, and (3) 
Reports and InformatIOn, Agreement Books and Records, AudItS and InspectIOns 
Our reVIew dId not mdlcate any provlSlons WIth which ACCI would not be able to 
comply 
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PrIor AudIt RecommendatIOns 

Smce ACCI dId not begm operatIons untIl December 1997, the first audIt of the 
orgamzatIon (for the penod January 1, 1998 to June 30, 1999) IS currently m process 
Therefore, there are no pnor audIt recommendatIOns related to ACCI 

Other Issues 

We IdentIfied other findmgs wInch were not sIgmficant to the audIt objectIves and 
thus, are not reported ill thIs audIt report These findmgs were commumcated to 
USAID/Colombia by a separate memorandum dated October 25, 1999 

Management USAID/Colombia agreed wIth the audIt report 

Comments and 
Our Evaluation 
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Scope and Scope 
Methodology 
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The Office of the RegIOnal Inspector General/San Salvador conducted a preaward 
audIt of the ColombIan Agency for InternatIonal CooperatIOn (ACCD, at the request 
of the USAID/Colombia mISSIOn, m accordance WIth generally accepted 
government audItIng standards The audIt was conducted at both USAID/ColombIa 
and ACCI from October 4, 1999 through October 8,1999 

ThIs preaward audIt was hmIted to tests of ACCI's financIal management 
capabIhtIes We dId not reVIew ACCI's capacIty to produce perfonnance reports or 
to develop rehable and measurable perfonnance mdIcators In addItIon, gIVen the 
very early stages of the USAID program, we could not yet conclude If future staffing 
levels WIll be sufficIent m tenns of numbers, expenence, responsIbIlItIes, workload, 
andlor expertIse SImllarly, we could not detenmne If financmg sources were gomg 
to be sufficIent to ensure a proper ImplementatIOn of the project Consequently, thIs 
audIt report can not be used as a basIS to gIVe assurance that ACCI has the capacIty 
from a perfonnance perspectIve to attam proj ect goals 

Methodology 

The ObjectIve of thIs preaward audIt was to detenmne If ACCI had the finanCIal 
management capacIty to manage USAID funds m accordance WIth U S government 
and USAID reqUIrements Our audIt entruled the reVIew of SIX areas accountmg 
system, mternal controls, proposed project costs, finanCIal management capabIlIty, 
complIance WIth applIcable laws, regulatIons and agreement tenns, and pnor audtt 
recommendatIons 

In answenng thIs audIt objectIve, we mterVIewed offiCIals as well as revIewed and 
tested documentatIOn at both USAID/Colombia and ACC! Such documentatIOn 
mcluded orgarnzatIon charts, accountmg records, finanCIal statements, the 
strategIc ObjectIve grant agreement, and ACCI's procedures manuals for vanous 
functIOnal areas mcludmg budgetIng, purchasmg, and treasury We revIewed the 
agreement prOVIsIons to determme whIch of these could have a matenal effect on 
ACCI's project financIal management capablhty If not observed We also 
assessed the apphcable mternal control systems of several functIOns, partIcularly 
ItS accountmg system Because ACCI has not prepared any finanCIal reports for 
USAID, we mstead reVIewed ACCI's finanCIal statements whIch are currently bemg 
audIted by the Controller General of the RepublIc of ColombIa 
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In regard to mternal controls, we reVIewed and obtamed an understandmg of ACCI's 
mternal controls GIven the absence of actual US AID-funded transactIons and events, 
our assessment was ltnl1ted to reVIewmg current controls and assessmg therr appllcabIhty 
to the proposed US AID-funded project The management of ACCI IS responsIble for 
estabhshmg and mamtammg an mternal control structure In fulfillmg thls responsIbIlIty, 
estImates and Judgements by management are reqUITed to assess the expected benefits 
and related costs of mtemal control structure polICles and procedures 

The ObjectIves of an mtemal control structure are to proVIde management WIth 
reasonable, but not absolute, assurance that assets are safeguarded agamst loss from 
unauthonzed use or dispoSITIOn and that transaCTIons are recorded properly In additlon, 
management Implements controls to reasonably ensure that a program can meet ItS 
obJeCTIves, vahd and reasonable data are obtamed, mamtamed, and farrly dIsclosed m 
reports, and resource use IS consIstent With laws and regulaTIOns Because of mherent 
lImitatlons m any mternal control structure, noncomphance or abuse may nevertheless 
occur and not be detected. Also, proJeCTIons of any reVIew of the mternal control 
structure to future penods IS subject to the nsk that procedures may become madequate 
because of changes ill condITIOns or that the effectlveness of the deSIgn and operatlon of 
pohcles and procedures may detenorate 
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MANAGEMENT 
COMMENTS 
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To Tlm Cox@RIG 
From Scott TaylOr@USAID@BOGOTA 

Cc hew®USAID®BOGOTA 
Bcc 

SubJect re fwd Draft Pre-Award Audlt on ACCI 
Attachment BEYOND RTF 

Date 10/22/99 4 20 PM 

Appendix II 
Page 1 of 1 

Tlm M1SSlon has revlewed subJect and concurs Please proceed wlth flnal 
draft M1SSlon would llke to congratulate and thank Matthew and your offlce 
for the excellent and tlmely work Scott 

-- -- - Orlglnal Text - -- --

From George Wachtenhelm@DIR@BOGOTA, on 10/20/99 7 53 AM 

pIs coordlOate response, and keep me brlefed on progress regularly 
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