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May 4, 2001 

MEMORANDUM 

FOR: 

FROM: 

SUB.JECT: 

Harry Birnbolz, USAID/Guinea Director 

IIenr~~io~~eraIlDakar 
Audit of USAID/Guinea's Recipient Audit Universe (Report No. 
7-675-01-003-P) 

This memorandum is our report on the subject audit. We have considered your 
comments to the draft repoli and have included them in their entirety as Appendix II. 
The report contains no recommcndations for your action. 

I appreciate the cooperation and courtesy extended to my starf during thc audit. 
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S U 111 nUll')' 0 f 
Results 

Backgr'ollnd 

Financial audits of contracts, grants, and cooperative agreements are a primary basis 
It))" etli'Xtive management and control of USAID's program expenditures. We 
conducted the audit as part or a worldwide Office of Inspector General audit to 
confirm that this important management and control system was in place and 
functioning as intended. 

We designed the audit to determine whether USAID/Guinca had accurately dcJincd 
its audit universe and enslln:d that required audits were conducted in a timely 
manner. The audit disclosed that USAID/Guinea had developed and maintained an 
audit universe that was accurate and complete. There were, however, no non-U.S. 
based recipients with reported expenditures in amounts that were subject to audit. 

Missioll management agreed with the findings in this report. 

Financial audits of contracts. grants. and cooperative agreements are a primary basis 
It))" encc~i eTe management and control or USAID's program expenditures. These 
audits are designed to provide USAID management reasonable assurance that 
transactions are properly recorded and accounted for; laws and regulations, and 
provisions of contract or grant agreements are complied with: and US/\lD­
linanced funds. property and other assets are safeguarded against unauthorized 
use or disposition. 

In response to congressional concerns, USAID has taken an active role in recent 
years. usi'1g audits as a management tool. to improve financial accountability of 
its programs. During 1991 and 1992. USAID revised its standard provisions for 
its contracts and grants, requiring annual audits of non-U.S. organizations 
disbursing USAID funds 01'$25,000 or more. The threshold was increased to 
$100,000 in May 1994, and to $300,000 in July 1998. 

In addition. USAID issued a general notice in April 1992 defining the role or 
USAID missions in obtaining audits of their contracts, grants and cooperative 
agreements with non-U.S. organizations. In May 1996, these requirements were 
incorporated into Chapter 591 of USAID's Automated Directives System (ADS), 
which requires USAID missions to (1) establish an audit management program: 
(2) maintain an audit inventory database: and (3) have audits done f()\' non-U.S. 
grants, cuntracts and cooperative agreements that meet the audit threshold. 

These initiatives have important consequences in preventing misuse of USAID 
development funds and in facilitating timely corrective actions by llSAID. Lack 
of adequate audit coverage constitutes an unacceptable risk because. without such 
a cOI~trol mechanism. financial accountability of program expenditures cannot be 
reasonably assured. 
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Audit Oh.iective 

Audit Findings 

In March 1995. the Officc of Inspector Gcneral (OIG) issued Audit Report No. ]-
000-95-009 on USAlO's implcmentation of USAIO's 199:2 initiati\'e to improve 
the financialmanagcment oj' its programs. The report concluded that most 
missions had implemented the gencral requirements orthe linancial audit 
management program and established audit inventory databases. Ilowever. 
complete coveragc was impaired as a result of obstacles arising ti'Oll1 host 
government restrictions and local audit firm capabilities. Additionally. Audit 
Report No. 9-000-98-002-17 was issued in March 1998 on lJSA[D missions' rolcs 
in obtaining audits ofthcir contracts, grants. and cooperative agreements. The 
report concluded that, although the majority of USAID missions reviewcd 
generally obtained audits of their contracts, grants. and cooperative agreements as 
required by the ADS. a significant number of required audits were not completed 
at several missions. 

In May 1999, OIG management decided to verify the accuracy or l JS/\ID 
missions' recipient audit universe worldwide over a period of three years because 
the lack of audit coverage was perceived as a high-risk area. 

As part of our fiscal year 2001 annual audit program, we performed this audit to 
answer the following audit objective: 

\Vas thc audit univcrse fm' USAID/Guinca nCClInltc and WCJ'C J'cquiJ'cd Hudits 
conducted in a timely mannel''! 

Appcndix I contains a complete discussion of the scope and l1lL'thodology "or the 
audit. 

WHS thc audit univcI'sC for USAID/Guinca aCClInlte Hnd wcre J'cquircd audits 
conductcd in H timcly mannCI''! 

Thl" audit diselosed that USAID/Guinea developed and 11laintained an audit 
univcrsc that was accurate and complete. IIowever, the audit uni\'erse indicatcd 
that therc \\'cre no required audits to be conducted of non-l f .S. based recipicnts. 

;\s of Septembcr 30. 1999. USi\ID/Guinca reported expenditurcs or 
approximrrtely $15 million in program funds for contracts. grants. cooperative 
agreements. and other miscellaneous types of documents. 0 f that amount. there 
were no expenditures reported by non-U.S. organizations in amounts that were 
subject to audit. All documents on the inventory with reported expenditures over 
the audilthreshold of'$300.000 wcrc \vit/1 U.S. based orgunizations that \\ere not 
required to have local audits. The foll()\ving table provides a hreakdown PI' the 
reported expenditures by type of document. 



lTSAID/Guillca 
Fiscal Year 1999 Reported Program Expcnditul'cs 

And Number of Documcnts 

Type of U.S. 
Document And Non-U.S. Recipients 

Contracts $ 1.015,151 

Grants 7267.73R 
Cooperative 
Agreements 3.053.000 

Other* 3.659,343 

Total $ 14.995232 

Note: * Includes purci1<lsC orders. self-help agreements. travel 
docLlments. etc. 

31 

12 

., 
,) 

190 

236 

To comply with the requirements of ADS Chapter 59 L USAI D/< iuinea look tbe 
i'ollowing actions to implemcnt an audit management systcm: 

• issued four mission orders to provide mission-specific guidance for thc audit 
management program; 

• established a managemcnt control review committee to l11onitor the status of 
the Mission's audit program and to assure that its audit responsibilities wcre 
carried out; 

• designated an audit management onicer to coordinate and monitor the 
Mission's linancial audit program and follow up on implementation ofrecipicnt­
contracted audit recommendations: 

• included required audit clauses and budgeted funds for audits; and 

• mailltained an accurate annual audit inventory/plan of contracts. grants. and 
cooperative agreements. 

In addition. as part of its reporting requirements under the Federal Managers' 
Financial Integrity Act of 19R2. USAIDIGuinea directed an evaluation of its 
system oC management controls in effect during the fiscal year emkd September 
30. I <)99. that included a review or its audit management system. 



Managcment 
Commcnts and 
OUl" Evaluation 

Mission n:anagement concurred with the contents of the report. 
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Scope and 
Methodology 

Appendix I 

Scope 

The audit was conducted in accordance with generally accepted g(wernment 
<Juditing slandards and assessed whether: (1) USAID/Guinca's audit univcrsc was 
complete and accurate, and (2) required audits were done in a timely manncr. 

Fieldwork was performed at USAID/Guinea in Conakry, Guinea 11'0111 January 22 to 
February 2, 2001 and covered approximately $15 million in reported US!\ID 
expenditures during fiscal year ended September 30, 1999. The audit scope 
included: 

• reviewing the Mission's audit management program and relatcd documents, 

• interviewing cognizant Mission ol1icials, and 

• comparing the Mission's audit inventory and audit plan to data contained in the 
Mission Accounting and Control System. (MACS). 

In comparing the audit inventory to the data in the MACS. wc detcrmined (I) total 
expenditures reportcd f()]' all grants, contracts and eoopcrative agreements (l i.S. and 
non-U.S.) for the fiscal year ended September 30. 1999, and (2) total expenditures 
reported It',r non-U.S. organizations in excess of$300,OOO fIll' the rcspective 
organizations' fiscal year closest to USAID's fiscal year ended St:ptcmber 30, ) 999. 

The principal audit criteria were Chapter 591 of US AID's !\utol11att:d Directives 
Systcm (ADS) and the OIG's "(Juidclincs Jor Financial Audits Contractcd by 
Forcign R.::cipients" (Guidelines) datcd July 1998. 

Methodology 

To assess management controls, the methodology included ( I ) revicwing the 
Mission's audit inventory database to determine if it contained thc information 
needed to identity and track required audits, (2) examining appropriatc 
docul11cP.tation. and (3) conducting interviews with cognizant officials to dctermine 
\vhether the Mission had met its responsibilities establishcd by !\ DS Chapter 59 I 
and the Guidelines. 

To answer our audit objective. wc identified the universe of USAID/Guinea's 
contracts, grants and cooperative agreements. We then determincd the number and 
dollar amounts of all agrecments with non-U.S. organizations subject to audit 
coverage at September 30.1999 using the Mission's contract files and the MACS. 
For the period under review, we did not find any non-U.S. recipients slll~iect to 
audit. 

We did not assess the reliability ordatn contained in USAII)/(ruinea's i\L\(·S. 
Additionally, due to the small size orthe audit universe, we did not lise a 
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materiality threshold and considered one exception as significant for reporting 
purposes. 
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