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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERALIAUDIT 

July 18, 1994 

MEMORANDUM FOR Duncan R. Miller 

FROM RIGIAIC, 

SUBJECT : Memorandum Report on the Audit of USAIDIEgypt's Procedures for 
Closeout of Expired USAID Contracts, Grants, and Host Country 
Contracts, Report No. 6-263-94-007 

This report concludes that USAIDIEgypt complied with Agency guidance for closeout of 
contracts and grants, and therefore does not contain any recommendations. USAIDIEgypt did 
not make any comments on the draft report. 

I appreciate the cooperation and assistance provided to my audit staff during this assignment. 

Background 

The closeout of a contract, grant, or cooperative agreement is the final phase of the contracting 
process. It enables USAID to determine whether all applicable administrative actions and 
required work relating to the above agreements have been completed. Among other things, a 
closeout action ensures that: (1) USAID-funded property and equipment are accounted for and 
properly disposed of, (2) required audits are performed, and (3) a full and satisfactory 
accounting of USAID obligations is made. 

The principal contracting mechanisms in USAID are USAID-direct contracts (including grants 
and cooperative agreements) and host country contracts. The USAID Office of Procurement in 
Washington, D.C. is responsible for the closeout of most USAIDIW contracts. USAID missions 
are responsible for most of the closeout functions for contracts awarded by them. For host 
country contracts, although the host country contracting agency is primarily responsible, 
cognizant USAID Project Officers are required to monitor the host country's implementation of 
the closeout functions. 
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The Federal Acquisition Regulations (FAR), OMB Circular A- 1 10, US AID Handbooks 3 and 
13, and Contract Information Bulletin No. 90-12 provide for the orderly and expeditious closeout 
of USAID contracts, grants, and cooperative agreement. 

Prior audits of USAID's closeout procedures, conducted by the USAID Inspector General and 
the U. S. General Accounting Office between 1985 and 199 1, have identified recurring problems. 
For example, the audits revealed that property and equipment in custody of contractors were not 
satisfactorily accounted for, receipt of goods and services was difficult to ascertain, required 
closeout audits were not performed and timely deobligation of unneeded funds was not made. 
Also, the audits identified cases of missing contract documents or records retired prior to 
closeout which made it more difficult to complete the closeout. 

Audit Objective 

This audit is part of an Agency-wide audit of USAID'S practices for closing out contracts, 
grants, and cooperative agreements directed by the USAID Inspector General's Office of 
Program and System Audits (IGIAIPSA). IGIAIPSA plans to prepare a summary report based 
on the results of this audit and the audits performed by other Regional Inspector General Offices. 

The Office of the Regional Inspector General for Audit, Cairo, audited USAIDlEgypt's contract 
closeout procedures to answer the following audit objective: 

Did USAIDIEgypt follow USAID policies, procedures and applicable Federal 
regulations in closing out expired contracts for USAID-direct and host country 
contracts, including grants and cooperative agreements? 

In answering the audit objective, we tested whether USAIDIEgypt followed applicable internal 
controls and complied with certain legal requirements. The scope and methodology of this audit 
is discussed in Appendix I. 

Audit Findings 

Our answer to the following audit objective is qualified to the extent of not having received 
written representations for the audit from USAIDIEgypt officials directly responsible for the 
audited activities (Appendix I discusses this qualifier). 



Did USAIDIEgypt follow USAID policies, procedures and applicable Federal regulations in 
closing out expired USAID-direct and host country contracts, including grants and 
cooperative agreements? 

USAIDJEgypt generally followed USAD policies and procedures, as well as applicable Federal 
regulations, in closing out expired USAID-direct contracts, grants and host country contracts. 
During the period reviewed, USAIDlEgypt did not have any expired cooperative agreements, 
so the audit did not include a review of this type of contractual instrument. During our field 
work, we found minor problem areas which we communicated to USAIDIEgypt in a separate 
management letter. 

In conducting this audit, we relied on data generated by the Agency's Contract Information 
Management System (CIMS) which had contracts with estimated completion dates prior to April 
1,  1993. Using this data, we identified a universe of 182 contracts, grants and cooperative 
agreements with obligations totaling $180 million, and 8 18 host-country contracts totaling $3,229 
million. The following graph represents the selection of our judgmental sample of contracts. 

USAID/Egypt Awards Reviewed 
By Type of Award 
(In Millions of USD) 

Al D-Direct 
_ - -  _ _ - -  $24 (6%) 

Awards Revlewed Host Country 
$360 (93%) 

- 7 -  - - - - -  
Grants 

$4 (1%) 



The Federal Acquisition Regulations (FAR), OMB Circular A- 1 10, and US AID Handbooks 13 
and 14 contain prescribed procedures for closing out USAID-direct contracts, including grants 
and cooperative agreements. For host country contracts, closeout procedures are found in 
USAID Handbook 3. In addition, Contract Information Bulletin (CIB) No. 90-12 provides 
guidance to overseas missions on closing out expired contracts. This guidance includes 
procedures which require USAID offices administering contracts to ensure that (1) excess funds 
are deobligated and cash advances liquidated; (2) USAID-financed property in the possession 
of contractors is accounted for, and properly disposed of; (3) required audits are performed; and 
(4) contracts are closed out in a timely manner. 

In line with the above guidance, USAIDIEgypt had deobligated all excess funds and liquidated 
all outstanding cash advances for the expired contracts that were reviewed. Of the 23 expired 
contracts sampled, only 9 procured non-expendable property or were identified as having an 
amount of funds budgeted for non-expendable property. For all 9 contracts, the contractors 
reported the disposition of the property but 2 contractors did not submit the final inventory 
listing to USAIDIEgypt. In addition, a final audit had been performed for 5 of the 6 direct and 
host country contracts in excess of $500,000 for which audits were due. Audits required on the 
remaining contracts were not yet due. 

Both CIB 90-12 and FAR, Part 4, Section 4.804-1 specify time frames for closing out expired 
direct-contracts after the contracting officer receives evidence that the contract has been 
physically completed. These time-frames are 6 months for fixed-price contracts, 36 months for 
contracts requiring the settlement of indirect cost rates, and 20 months for all other contracts. 
Of the 16 expired direct contracts sampled, 8 had been closed timely. We were unable to 
identify any specific negative effect for the contracts not closed within the required time-frames. 
OMB Circular A-1 10 prescribes closeout procedures for grants, but does not specify time-frames 
for accomplishing closeout. There are no specific guidelines specifying any time-frame for 
closing out host-country contracts. 

Management Comments and Our Evaluation 

USAIDIEgypt had no comments on the draft report. We issued a discussion paper to 
USAIDIEgypt for comments, but, as the Mission had no comments to offer, we issued a draft 
report on June 7, 1994. After the 30-day period for a written response to a draft report, 
USAIDIEgypt verbally requested that its earlier response to our discussion paper be considered 
as the official response to the draft report as well. A copy of USAIDIEgypt's response is 
included as Appendix II. 



Computers, farniture, projectors (rrverkmd and slide), sand other cquipnxennt procured under 
$he Gontrtjl s:$% Diarrheal DSseass Prg~jwt 2&3-@13'7, The Cetntrdctar med the items until 
2ieptmtk.r 1991, before turning the.. over it) the p r o j ~ t  where they are is% a goad usabie 
conditiasn, 

Bhotas hken at the pro&xrt site ilra C ~ A ,  Egypt, on April 1 $, 3994, 



APPEhBIX I 
Page 1 of 2 

SCOPE AND 
METHODOLOGY 

Scope 

We audited USAIDIEgypt's management of the contract (including grants and cooperative 
agreements) closeout process in accordance with generally accepted government auditing 
standards. The audit was made from September 23, 1993, through May 16, 1994. We did our 
field work at USAIDIEgypt and a host country agency. In conducting the field work, we 
reviewed Mission records and interviewed USAIDlEgypt officials. The photographs in this 
report were taken during the course of the fieldwork. 

Government auditing standards require auditors to obtain management's written representations 
when the auditors deem them useful. The Office of the Inspector General deems such 
representations necessary to support potentially positive findings. USAIDIEgypt's Director 
provided us a letter of representation for the audit that contained essential assertions about the 
activities we audited. However, Mission officials directly responsible for the activities we 
audited did not provide written representations. As a result, our answer to the audit objective 
is qualified to the extent of the effect, if any, of not having such representations. 

We relied on data generated by USAID's Contract Information Management System (CIMS) to 
develop the universe and select a judgmental sample of contracts for testing. We focused on 
four major areas of the closeout process--(l) closing out of USAID contracts in a timely manner; 
(2) accounting for USAID-funded property and equipment in the possession of contractors; (3) 
deobligating excess funds and (4) performing required audits--to test whether the Mission 
complied with Agency and Federal requirements in closing out contracts. 

Based on our review of data generated by CIMS, we determined that the Mission's universe of 
contracts that expired before April 1,  1993, consisted of 182 contracts, grants and cooperative 
agreements with obligations totaling $180.3 million, and 8 18 host-country contracts totaling $3.2 
billion. Of these expired contracts, we selected a judgmental sample of 16 contracts with total 
obligations of $24.6 million, 7 grants with total obligations of $4 million and 12 host -country 
contracts with total obligations of $360 million. We found one of the direct-contract files had 
been prematurely destroyed. 
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The audit did not assess: 

the reliability of the CIMS database; and 

whether contracted goods and services were actually received. 

Methodology 

Our audit objective was to determine whether USAIDIEgypt followed USAID policies and 
procedures and applicable Federal regulations in closing out USAID-direct and host country 
contracts, grants and cooperative agreements. To accomplish this objective, we obtained from 
USAID's CIMS database a listing of USAID-direct and host country contracts, grants and 
cooperative agreements with estimated completion dates prior to April 1 ,  1993. Our audit 
universe included 1,000 awards with total obligations over $3.4 billion. 

To test the contract closeout process, we judgmentally selected 35 contracts, grants and host 
country contracts from the audit universe. As a practical concession to the large number and 
dollar amounts of expired contracts in CIMS data base, we judgmentally selected expired 
contracts totaling at least 10 percent of the dollar value of the universe in order to make the best 
use of our time. The total obligations of the selected contracts were $388 million and 
represented 11.4 percent of the total amount obligated for all expired contracts. Our detailed 
tests focused on four major areas of the contract closeout process (described in the Scope 
section) and included reviewing contract files and discussing closeout procedures with cognizant 
USAIDIEgypt project, contract and controller officials. 



Appendix I T  

UNITED STATES AGENCY for INTERNATIONAL DEVELOPbIENT 

E @ h.,,j 6 i j , i  I 

May 25, 1994 2 J U U B ~  - 

M E M O R A N D U M  

TO : Philippe L. Darcy, RIG/A/C 

FROM : Christopher L. Crowley , D/DIRy?& 
/' 

SUBJECT: USAID/Egyptts Closeout Procedures for Expired USAID 
Contracts, Grants and Host Country Contracts - Discussion 
Paper 

Mission has reviewed the subject Discussion Paper and has no 
comments to offer. No exit conference is required. Please issue 
the final report. 
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REPORT DTSTRTBUTION 

U.S. Ambassador to Egypt 

Mission Director, USAIDIEgypt 

Assistant Administrator for Bureau 
for Near East, AAIANE 

Egypt Desk 

Audit Liaison Office for Near East 

Bureau for Legislative and Public Affairs, LPA 

Press Relations Division, LPAIPAIPR 

Office of the General Counsel, GC 

Associate Administrator for 
Bureau for Management, AAIM 

Assistant Administrator for Policy and Program 
Coordination, AAIPPC 

Office of Financial Management, MIFM 

Development Ex rience Information 
Division, PPC/&IE/DI 

Office of Management Planning & Innovation, MIMPI 

Financial System Division, MIFMIFS 

Policy Planning and Compliance Division, MIFMIPPC 

IG 

AIGIA 

DIAIGIA 

IGILC 

IGIRM 

AIG/I&S 

IGIAIPSA 

Other RIG1 A's 

(1 unbound) 

No. of Couies 

1 

10 

12 

1 

1 

1 each 




