
December 30, 1997

MEMORANDUM FOR USAID/Dominican Republic Director, Marilyn A. Zak

FROM: RIG/A/San Salvador, Wayne J. Watson

SUBJECT: Audit of USAID/Dominican Republic’s Role in Obtaining Audits of
Contracts, Grants, and Cooperative Agreements for Dominican Republic,
Guyana, and the Regional Development Office for the Caribbean, Audit
Report No. 1-517-98-001-P

This memorandum is our final report on the subject audit. The report contains no
recommendations. In finalizing this report, we considered your office’s comments on our
draft report and have included them in their entirety as Appendix II. 

I appreciate the cooperation and courtesy extended to my staff during this assignment.

Background

In recent years, USAID management has taken a more active role in using audit as a
means to ensure that USAID funds provided to recipients (contractors and grantees) are
properly accounted for and used for the purposes intended in accordance with applicable
laws and regulations. In April 1992, USAID established an audit management program
to improve management control, direction, and accountability over audit responsibilities.
Specifically, USAID missions were required to:

• establish a management control review committee (MCRC) to address all
management control issues, including audit, at the mission level;

• issue mission-specific operational guidance on audit management responsibilities
and procedures;

• designate an audit management officer to manage the overall audit program at the
mission; 

• establish an audit inventory database of all contracts, grants, and cooperative
agreements which may require an audit; and

• develop an annual audit plan to help assure complete audit coverage of all non-
U.S. contracts, grants, and cooperative agreements.



In May 1996, USAID consolidated its policies and procedures for planning, implementing,
and responding to financial audits of USAID-funded contractors, grantees, and host
government recipients in Chapter 591 of the Automated Directives System (ADS). These
requirements and USAID responsibilities for ensuring that audits are performed are
summarized below.1 

U.S. non-profit organizations receiving $25,000 or more in USAID funds in any one year
(under grants, cooperative agreements or contracts) shall have periodic audits performed in
accordance with Office of Management and Budget Circular A-133. These audits will
normally be performed annually, but must be performed no less frequently than every two
years. The Office of Procurement in USAID/Washington is responsible for assuring that
USAID funds provided to these organizations are audited.

U.S. for-profit firms receiving USAID funds under direct contracts, grants or cooperative
agreements (or cost-reimbursable host country contracts or subcontracts over $250,000) will
have annual audits performed. The Office of Procurement in USAID/Washington has
principal responsibility for assuring that USAID funds provided to these firms are audited.

Foreign private for-profit and non-profit organizations receiving $100,000 or more in direct
USAID funds per year will have an annual audit performed. USAID overseas missions are
responsible for assuring that these audits are done.

Foreign government agencies receiving $25,000 or more in direct USAID funds per year
will have an annual audit performed. USAID overseas missions are responsible for assuring
that these audits are done.

International organizations receiving USAID funds may have audit requirements dependent
on grant provisions.

USAID/Dominican Republic provides regional financial management, including
accounting and audit management support, for USAID-funded contracts, grants, and
cooperative agreements for Dominican Republic, Guyana, and the Regional Development
Office for the Caribbean. For the period January 1, 1993 to September 30, 1995,
disbursements under these activities totalled $81.8 million to U.S., non-U.S. and

                                                  

     1 Subsequent to the period under audit, USAID/♂eneral Notice entitled
♁inancial Audits of USAID ☼ontractors, ♂rantees and Host ♂overnment Recipients,
dated September 26, 1997, increased the audit threshold for foreign for-profit and
non-profit organizations and host government entities to $300,000 effective
January 1, 1997.
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international organizations.2 Following is a summary of these disbursements by category
of recipient organization.

(millions)

U.S. organizations (USAID/Washington audit responsibility)$35.3

Non-U.S. organizations (USAID/Dominican Republic audit
responsibility) 44.0

International organizations (audit status dependent on grant
terms)     2.5

Total $81.8

The table below shows the composition of the $44.0 million disbursed to
non-U.S. organizations by USAID/Dominican Republic during the
period January 1, 1993 through September 30, 1995.

(millions)

Subject to audit requirements (USAID/Dominican Republic
responsibility) $20.2

Not subject to USAID audit requirements or not included in our
audit scope 13.8

Audits due after October 31, 1996 or other periods  10.0

Total $44.0

Details of the $13.8 million of disbursements which were either not
subject to USAID audit requirements or not included in our audit scope
are as follows. 

                                                  

    2 The disbursement amount is based on unaudited data derived from USAID/Dominican Republic’s Mission
Accounting and Control System (MACS) and other program records for Dominican Republic, Guyana, and the
Regional Development Office for the Caribbean. 
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(millions)

Personal and other service contracts $1.5

Dollar ☼ash Transfer 8.5

Disbursements below the dollar threshold established by 
USAID directives on financial audits .6

♀xpenses incurred under purchase orders, travel authorizations 
and participant training 3.1

Miscellaneous      .1

Total $13.8

Audit Objective

As part of a worldwide audit, the Office of Regional Inspector General/San Salvador
audited USAID/Dominican Republic’s audit management program to answer the following
objective:

• Has USAID/Dominican Republic carried out its role in obtaining audits of its
contracts, grants, and cooperative agreements for Dominican Republic, Guyana,
and the Regional Development Office for the Caribbean?

Appendix I discusses in detail the audit scope and methodology.

Audit Findings

Has USAID/Dominican Republic carried out its role in obtaining
audits of its contracts, grants, and cooperative agreements for
Dominican Republic, Guyana, and the Regional Development Office
for the Caribbean?

USAID/Dominican Republic generally carried out its role in obtaining audits of contracts,
grants, and cooperative agreements for its overseas recipients, as required by USAID
directives.

USAID/Dominican Republic’s audit management program is to be implemented in
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accordance with Agency regulations, procedures, and guidance. These include ADS
Chapter 591, entitled Financial Audits of USAID Contractors, Grantees, and Host
Government Recipients and the Office of Inspector General’s Guidelines for Financial
Audits Contracted by Foreign Recipients. Key provisions of these requirements cover
policies and procedures for planning, implementing, and responding to financial audits of
USAID-funded contractors, grantees, and host government recipients.

Disbursements of $20.2 million, for which USAID/Dominican Republic had principal
audit responsibility, were made to a total of 17 non-U.S. organizations during the period
January 1, 1993 through September 30, 1995. For those 17 recipients, 33 audits were
required and performed as of October 31, 1996, covering the $20.2 million in
disbursements. 

In addition to ensuring audit coverage for contracts, grants, and cooperative agreements
in Dominican Republic, USAID/Dominican Republic has also assumed audit management
responsibilities for Guyana and the Regional Development Office for the Caribbean. In
managing these regional audit responsibilities, USAID/Dominican Republic: 

• developed and maintained accurate audit inventory databases and annual audit
plans for its non-U.S. based recipients for fiscal years 1994 through 1996;

• included appropriate audit clauses and provided for funding of audits in its
agreements with non-U.S. based entities; 

• generally ensured that required audits of its non-U.S. based recipients were
performed in accordance with frequency requirements and Office of Inspector
General guidelines; 

• designated an audit management officer to manage the Mission's financial audit
program; and 

• ensured that timeliness requirements were met for ten of thirteen audit reports
reviewed. The Mission recently strengthened its procedures to improve timeliness
of its recipient-contracted audits by revising its Mission orders to better establish
and document roles, responsibilities, and procedures for implementing its audit
management program. If consistently applied, these procedures should reasonably
ensure that audits are completed within established time frames; therefore, a
recommendation to address timeliness was not considered necessary. 

Management Comments and Our Evaluation
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The Mission concurred with the findings and conclusions of our
audit. They also outlined the status of several management
initiatives underway to enhance their audit management
program. Mission comments are attached in their entirety as
Appendix II
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SCOPE AND 
METHODOLOGY

Scope

The Office of Regional Inspector General/San Salvador audited USAID/Dominican
Republic’s audit management program in accordance with generally accepted government
auditing standards. The audit was conducted at USAID/Dominican Republic from
December 4, 1996 through May 16, 1997 covering the USAID/Dominican Republic audit
management program's contracts, grants, and cooperative agreements in Dominican
Republic, Guyana, and the Regional Development Office for the Caribbean, for which
Mission accounting records show $44.0 million of disbursements to non-U.S.
organizations during the period January 1, 1993 through September 30, 1995. Of those
$44.0 million disbursed to non-U.S. organizations, disbursements of $20.2 million were
subject to foreign recipient-contracted audits of 17 non-U.S. organizations during the
period January 1, 1993 through September 30, 1995. For those 17 recipients, 33 audits
were required and performed as of October 31, 1996, covering the $20.2 million in
disbursements. 
 
Our audit included an overall assessment of USAID/Dominican Republic’s internal
controls over the financial audit process and the recipient-contracted audit program.
Specifically, we assessed whether USAID/Dominican Republic (i) established guidance
and direction for its audit management program, (ii) included appropriate audit clauses
and funding for audits in its awards to overseas entities, (iii) maintained an accurate audit
universe, (iv) completed audits in accordance with timeliness and frequency requirements,
and (v) screened audit reports to assure compliance with Office of Inspector General
guidelines. The audit included USAID/Dominican Republic’s awards under USAID
Handbooks 3 and 13 and, as applicable, P.L. 480 Title II and III agreements, and
contracts with for-profit organizations for Dominican Republic, Guyana, and the Regional
Development Office for the Caribbean. The audit also covered audit requirements of local
currency generated under commodity import programs, sector assistance, or cash transfers.
The audit requirements for dollar cash transfers was not included in the scope of our
audit.

Methodology

Our audit objective was to determine if USAID/Dominican Republic carried out its role
in obtaining audits of contracts, grants, and cooperative agreements for Dominican
Republic, Guyana, and the Regional Development Office for the Caribbean. 
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In answering this objective, we interviewed officials at USAID/Dominican Republic to
obtain an understanding of their audit management program and reviewed applicable
Agency guidance and procedures. We then examined documentation of USAID/Dominican
Republic’s audit management program, including the audit inventory database, audit
recommendation follow-up system, financial audit reports, related correspondence, and
project files. We also assessed USAID/Dominican Republic's internal controls over the
financial audit process and performed the following audit procedures:

• reviewed USAID/Dominican Republic’s local operational guidance to assess the
design of audit management procedures and responsibilities;

• verified the accuracy and completeness of USAID/Dominican Republic’s audit
inventory database by tracing selected data to source documents, such as
agreements and accounting records;

• examined the audit inventories for fiscal years 1994 through 1996 to ensure
completeness, and inclusion of proper audit provisions and audit funding in the
supporting agreement documents;

• ensured that USAID/Dominican Republic developed an annual audit plan for fiscal
year 1997;

• reviewed a judgmentally selected sample of 13 audit reports and related
correspondence to determine whether audits were performed in accordance with
applicable standards and guidelines, including timeliness and frequency
requirements; 

• examined USAID/Dominican Republic's audit recommendation follow-up system
to determine whether adequate procedures were in place to ensure that a
judgmentally selected sample of 11 audit reports' audit recommendations for its
contracts, grants, and cooperative agreements were effectively monitored and
implemented; 

• reviewed accounting records for the period January 1, 1993 through September 30,
1995 to identify disbursements made to U.S., non-U.S., and international
organizations; 

• identified the number of non-U.S. organizations and total USAID funding levels
for those organizations receiving sufficient funds to require audit during the period
January 1, 1993 through September 30, 1995, as well as the number of audit
reports due by October 31, 1996 and whether these audits had been completed; 
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• verified the accuracy of the amount of USAID disbursements audited for a
judgmentally selected sample of seven audit reports. 

In carrying out these audit procedures, we established a five percent error rate for the
attributes tested as our materiality threshold for reporting exceptions and non-compliance
with USAID procedures. Also, for the purposes of this audit we interpreted Agency
guidance, which requires audits of recipients that receive $100,000 or more per year, as
the recipient's fiscal year. In addition, we obtained written representations from
management on key management assertions related to our audit objective. 
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December 30, 1997

MEMORANDUM

TO: See Distribution

FROM: Regional Inspector General for Audit/San Salvador,
Wayne J. Watson

SUBJECT: Audit Report No. 1-517-98-001-P, "Audit of
USAID/Dominican Republic's Role in Obtaining Audits
of Contracts, Grants and Cooperative Agreements for
Dominican Republic, Guayana, and the Regional
Development Office for the Caribbean"

Attached for your information is the subject audit report.

DISTRIBUTION Copies

USAID/Dominican Republic 3 
Assistant Administrator for Bureau for Latin America & the
Caribbean (AA/LAC) 1 
Controller for Bureau for Latin America & the Caribbean
(LAC/CONT) 1 
Bureau for Legislative and Public Affairs (LPA) 1 
Office of Press Relations (LPA/PR) 1 
Office of the General Counsel (GC) 1 
Office of Financial Management (M/FM) 1 
Development Experience Information Division (PPC/CDIE/DI)1 
Office of Management Planning and Innovation (M/MPI) 1 

Attachment: a/s
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FROM: Regional Inspector General for Audit/San Salvador, Wayne J. Watson

SUBJECT: Audit Report No. 1-517-98-001-P, "Audit of USAID/Dominican Republic's Role
in Obtaining Audits of Contracts, Grants and Cooperative Agreements for
Dominican Republic, Guayana, and the Regional Development Office for the
Caribbean"

Attached for your information is the subject audit report.

DISTRIBUTION Copies

IG/LCM 12 (1 unbound) 
IG/A/PA 1 
IG/A/FA 1 
IG/ITSA 1 
IG/HLC 2 
AIG/A 3 
AIG/I 1 
AIG/SEC 1 
RIG/A/Bangkok 1 
RIG/A/Budapest 1 
RIG/A/Cairo 1 
RIG/A/Dakar 1 
RIG/A/Pretoria 1 

Attachment: a/s



 


