
International Boundary and Water Commission
 
United States and Mexico
 

U.S. Section
 

Independent Auditor's Report 

September 30, 2005 and 2004 

AUD/FM-06-33, June 2006 

Leonard G. Birnbaum and Company, LLP
 
Certified Public Accountants
 

6285 Franconia Road
 
Alexandria, Virginia 22310
 

(703) 922-7622
 

Important Notice 

This report is intended solely for the official use of any agency receiving the report 
directly from the Office of Inspector General. No secondary distribution may be made 
outside the agencies or organizations in whole or in part, without prior authorization by 
the Inspector General. Public availability of the document will be determined by the 
Inspector General under the U.S. Code 5 U.S.c. 552. Improper disclosure of this report 
may result in criminal, civil , or administrative penalties. 

bullardz
Cross-Out

bullardz
Cross-Out

bullardz
Cross-Out



L EON ARD G. BIRNBAUM A ND COM PA N Y, LLP 

CERTIFIED PUBLIC ACCOUNTANTS 
WA SHINGTON OFFICE 

6205 F RA NC O NIA RO A D 

A L EX AN DRIA . VA 223 10-2510 

(703) 922 -7622 

FAX: (7 03) 922-825 6 

WAS H IN GT ON . D.C. LES LI E A . L EIPER 

L EON AR D G. B I RN B A UM	 SU M M IT. NE W JER SE Y 

DA VI D SAKO FS	 REDWO OD CIT Y, C A LI FO RNIA 

CA R O L A . SC HN EI D E R 

DO R A M . CL A R K E 

INDEPENDENT AUDITOR'S REPORT 

To the United States Commissioner, International Boundary and Wat er Commission, United 
States and Mexico, United States Section: 

We have audited the International Boundary and Water Commission, United States 
and Mexico, U.S. Section 's (USIBWq Consolidated Balance Sheet, Consolidated Statement 
of Net Cost, Consolidated Statement of Changes in Net Position, Combined Statement of 
Budgetary Resources, and Consolidated Statement of Financing (Principal Financial 
Statements) as of, and for the years ended, September 30,2005 and 2004. We have 
examined internal control over financial reporting in place as of September 30,2005, and 
compliance with laws and regulations. 

In our opinion, USIBWC's 2005 and 2004 Principal Financial Statements are 
presented fairl y in all material respects. 

We found: 

•	 no material weaknesses in the internal control over financial reporting, and 

•	 no material instances of noncompliance with selected provisions of applicable 
laws and regulations. 

Each of these conclusions is discussed in more detail below. This report also 
discusses the scop e of our work. 

PRINCIPAL FINANCIAL STATEMENTS 

In our opinion, USIBWC' s 2005 and 2004 Principal Financi al Statements, including 
the notes thereto, pres ent fairly, in all material respects, USIBWC's financial position as of 
September 30, 2005 and 2004, and the net cost of operations, the changes in net position, the 
use of bud getary resources, and the use of financing resources for the years then ended, in 
conformity with accounting princ iples generally accepted in the United States of America. 
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INTERNAL CONTROL 

We considered USIBWC's internal control over financial reporting in order to 
determine our auditing procedures for the purpose of expressing our opinion on the Principal 
Financial Statements. We limited our internal control testing to those controls necessary to 
achieve the objectives described in the Office of Management and Budget's (OMB) Bulletin 
01-02, Audit Requirements/or Federal Financial Statements. We did not test all internal 
controls relevant to operating objectives as broadly defined by the Federal Managers 
Financial Integrity Act of 1982, such as those controls relevant to ensuring efficient 
operations. The objective of our audit was not to provide assurance on internal control. 
Consequently, we do not provide an opinion on internal control. 

The objectives of internal control are to provide management with reasonable, but not 
absolute, assurance that the following objectives are met: 

•	 transactions are properly recorded and accounted for to permit the preparation of 
reliable financial reports and to maintain accountability over assets; 

•	 funds, property, and other assets are safeguarded against loss from unauthorized 
acquisition, use, or disposition; 

•	 transactions, including those related to obligations and costs, are executed in 
compliance with laws and regulations that could have a direct and material effect 
on the financial statements and other laws and regulations that OMB, USIBWC 
management, or the Inspector General has identified as being significant and for 
which compliance can be objectively measured and evaluated; and 

•	 data that support reported performance measures are properly recorded and 
accounted for to permit preparation ofreliable and complete performance 
information. 

Our consideration of internal control would not necessarily disclose all matters of 
internal control over financial reporting that might be reportable conditions. Under standards 
issued by the American Institute of Certified Public Accountants, reportable conditions are 
matters coming to our attention relating to significant deficiencies in the design or operation 
of internal control that, in our judgment, could adversely affect USIBWC's ability to record, 
process, summarize, and report financial data consistent with the assertions of management 
in the financial statements. Material weaknesses are reportable conditions in which the 
design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that errors or irregularities in amounts, which would be material 
in relation to the financial statements being audited, may occur and not be detected within a 
timely period by employees in the normal course of performing their assigned functions. Our 
audit did not disclose any material weaknesses as described above. 
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We noted certain internal control issues that we have reported to USIBWC's 
management in a separate letter dated April 3, 2006. 

COMPLIANCE WITH LAWS AND REGULATIONS 

USIBWC's management is responsible for complying with laws and regulations 
applicable to USIBWC. As part of obtaining reasonable assurance about whether the 
Principal Financial Statements are free of material misstatement, we performed tests of 
USIBWC's compliance with certain provisions of laws and regulations, noncompliance with 
which could have a direct and material effect on the determination of financial statement 
amounts and certain other laws and regulations specified in OMB Bulletin 01-02. We 
limited our tests of compliance to these provisions, and we did not test compliance with all 
laws and regulations applicable to the USIBWC. 

Material instances of noncompliance are failures to follow requirements or violations 
of prohibitions in statutes and regulations that cause us to conclude that the aggregation of 
the misstatements resulting from those failures or violations is material to the financial 
statements or that sensitivity warrants disclosure thereof. 

The results of our tests of compliance with the laws and regulations described in the 
preceding paragraph did not disclose instances of noncompliance with the laws and 
regulations that are required to be reported under Government Auditing Standards and OMB 
Bulletin 01-02. 

The objective of our audit of the Principal Financial Statements, including our tests of 
compliance with selected provisions of applicable laws and regulations, was not to provide 
an opinion on overall compliance with such provisions. Accordingly, we do not express such 
an opinion. We noted certain instances of noncompliance that we have reported to 
USIBWC' s management in a separate letter dated April 3, 2006 . 

RESPONSIBILITIES AND METHODOLOGY 

USIBWC management has the responsibility for: 

•	 preparing the Principal Financial Statements, required supplementary information, 
and other accompanying information in conformity with accounting principles 
generally accepted in the United States of America; 

•	 establishing and maintaining effective internal control; and 

•	 complying with applicable laws and regulations . 

Our responsibility is to express an opinion on the Principal Financial Statements 
based on our audit. Auditing standards generally accepted in the United States of America 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
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Principal Financial Statements are free of material misrepresentation and presented fairly in 
accordance with accounting principles generally accepted in the United States of America. 
We considered USIBWC' s internal control for the purpose of expressing an opinion on the 
Principal Financial Statements, and not to provide an opinion on internal control. We are 
also responsible for testing compliance with selected provisions of applicable laws and 
regulations that may materially affect the financial statements. 

In order to fulfill these responsibilities, we: 

•	 examined, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements; 

•	 assessed the accounting principles used and significant estimates made by 
management; 

•	 evaluated the overall presentation of the Principal Financial Statements; 

•	 obtained an understanding of the internal controls relevant to financial reporting 
by obtaining an understanding ofUSIBWC's internal control, determined whether 
internal controls had been placed in operation, assessed control risk, and 
performed tests of controls; 

•	 obtained an understanding of internal control over performance measures 
included in Management's Discussion and Analysis, including obtaining an 
understanding of the design of internal controls relating to the existence and 
completeness assertions, and determined whether they had been placed in 
operation; 

•	 tested compliance with selected provisions of laws and regulations that may have 
a direct and material effect on the financial statement; 

•	 obtained written representation from management; and 

•	 performed other procedures, as we considered necessary in the circumstances. 

Our audits were conducted in accordance with auditing standards generally accepted 
in the United States of America, the standards applicable to financial audits contained in 
Government Auditing Standards, and OMB Bulletin 01-02. We believe that our audit 
provides a reasonable basis for our opinion. 

The Management's Discussion and Analysis, Required Supplementary Information, 
and Additional Supplementary Financial and Management Information are not required parts 
of the Principal Financial Statements but are supplementary information required by OMB 
Ci rcular A-136 , Financial Reporting Requirements, and the Federal Accounting Standards 
Ad visory Board. We have applied limited procedures, which consisted principally of 
inquiries of management regarding the methods of measurement and presentation of the 
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supplementary information. However, we did not audit the information and express no 
opinion on it. 

This report is intended for the information of the Inspector General of the U.S. 
Department of State and the U.S. Commissioner and management ofUSIBWC. This 
restriction is not intended to limit the distribution of this report, which is a matter of public 
record. 

USIBWC agreed with the findings in this report, and its comments on the draft are 
included in their entirety as Appendix A. 

Leonard G. Birnbaum & Company, LLP 

Alexandria, Virginia 
April 3, 2006 
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Certifi ed Mail 7005 0390 0005 7236 9363 
Return Receipt Requested 

\I E\IORA ND Ui\1	 FOR INFOR!\IATIO~ 

May 26. 2006 

TO D IG - Ms. G ayle Vosh ell 
Director of Financlul Managcmeut Division 

..h · ' . " ' ,	 . -! ( . /. ._. . .. _. 

FROM '	 Car tes ;'\'1a r in _.)...-i, 
Acting C ommissioner 

SU B.JECT :	 Responses to Draft Audit Report on the Intern ational Boundary and 
Water Commission ' s. U.S. Section Financial Statem ents 

T his is in res ponse to your request for comments on the draft audit report ent itled the Unite d 
States Inte rnation al Bou ndary and Wa ter Co mm iss ion 's Financial Statem ent aud it for Fiscal 
Ycars 2004 and 2005 . In relation to internal contro ls the auditor 's tests assessed tha t the internal 
co ntro ls we re adequate 10 assess a low level o f cont rol risk consistent with Sta tement on 
Auditing Standards No. 55, Consideration of Interna l Control in a Finan cial Statemen t Audit, 
iss ued by the American Institute of Certified Public Acco untants. Altho ugh, there were no 
reportab le material wea knes ses, there were conditions that need to be addressed. 

The following conditions were reported by the audit ors and conc urred 10 by USlBWC's 
management: imp rovement of the inte rnal evaluatio n and comp liance process. proper inventory 
and accounting in agency records of prop erty and equipment, compliance with Government 
Pur chase card procedures for the Noga les field offic e. addressing of inform ation technol ogy 
concerns identified by the National Institute of Standards and Techno logy, modification of the 
LJSmWC annual Stateme nt of Assurance to comply with OMB Circular A-I23 , co mpli ance with 
the Government Performance and Result s Act. complian ce with Statement of Federal Financial 
Accoun ting Standards. (SFFAS 6 Mana gem ent Discussion and Analys is), institut ion of control s 
to assure the acc uracy of Prompt Payment Act System information, development and 
implementation of suspense account proce dures, compl iance with governme nt standards f OT 

defe rred maintenance information. proper documentation and verification of EPA project 
advances to the USlBW C. consistent prepa ration of time sheets, and maintainin g a list of 
primary and altern ate supervisors for certification of time sheets, deve lopment and 
implementation of procedures for reviewing the acc uracy of account receivable billin gs. timely 
reporting and accrual of contract information, timely submi ssion of financial reports to the U.S. 
Department of Treasury, accuracy of financi al reporting syste m, and the addre ssing of a lack of a 

-~. " ,' 
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financ ial softw are package to assist in the preparation of financia l statements. 

Th e USIBWC has completed action or is taking the necessary steps to correct the noted 
defic iencies. The USIBWC will provide follow-up information on the implementation of the 
suggested recomm endations. The hard copy of this response will be mailed. If you have furt her 
questions please contact the Compliance Officer, Mr. Tony R. Chavez. at 9 15-832-4 111. 
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