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Memorandum 

 
To:     Director, U.S. Geological Survey 
 
From:     Roger La Rouche  

    Assistant Inspector General for Audits 
 

Subject:   Independent Auditors’ Report on the U.S. Geological Survey’s Balance Sheet for 
Fiscal Year 2003 (Assignment No. E-IN-GSV-0070-2003) 
 

We contracted with KPMG LLP (KPMG), an independent certified public accounting 
firm, to audit the U.S. Geological Survey’s (USGS) balance sheet as of September 30, 2003. The 
contract required that KPMG conduct its audit in accordance with the Government Auditing 
Standards issued by the Comptroller General of the United States of America, Office of 
Management and Budget Bulletin 01-02, Audit Requirements for Federal Financial Statements, 
and the General Accounting Office/President’s Council on Integrity and Efficiency, Financial 
Audit Manual. 
 

In its Independent Auditor’s Report dated October 31, 2003, (Attachment 1), KPMG 
issued an unqualified opinion on USGS’s balance sheet.  KPMG identified four reportable 
conditions related to internal controls and financial operations:  (1) accounts receivable and 
deferred revenues related to reimbursable agreements, (2) Information Technology (IT) data 
security, (3) policies, procedures and controls over property, plant and equipment, and (4) 
policies procedures and controls over intra-departmental eliminations.  KPMG considers the first 
reportable condition to be a material weakness.  With regard to compliance with laws and 
regulations, KPMG found USGS to be noncompliant with portions of the Federal Financial 
Management Improvement Act.   Specifically, USGS’s financial management systems did not 
substantially comply with Federal financial management systems requirements and Federal 
accounting standards. 

 
 KPMG is responsible for the auditors’ report and for the conclusions expressed in the 
report.  We do not express an opinion on the U.S. Geological Survey’s balance sheet, 
conclusions about the effectiveness of internal controls, conclusions on whether the U.S. 
Geological Survey’s financial management systems substantially complied with FFMIA, or 
conclusions on compliance with laws and regulations. 
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In the November 13, 2003 response (Attachment 2), USGS concurred with the report’s 
findings and recommendations and indicated corrective actions would be taken.  Based on 
USGS’s response, we consider all the recommendations resolved but not implemented.  The 
recommendations will be referred to the Assistant Secretary for Policy, Management and Budget 
for tracking of implementation. 

 
  The legislation, as amended, creating the Office of Inspector General, (5 U.S.C.A. App. 
3) requires semiannual reporting to Congress on all audit reports issued, actions taken to 
implement audit recommendations, and recommendations that have not been implemented.  
Therefore, this report will be included in our next semiannual report.  
 
 We appreciate the cooperation and assistance of  USGS personnel during the audit.  If 
you have any questions, please contact me at (202) 208-5512. 
 
Attachments (2) 
 



curtis crider
Attachment 1

























United States Department of the Interior

U.S. GEOLOGICAL SURVEY
Reston, Virginia 20192

MEMORANDUM

November 13, 2003

To: Roger La Rouche
Assistant Inspector General for Audits

From: Chip Groat, Director

Subject: Comments to the Independent Auditors’ Report on the U.S. Geological
Survey’s Balance Sheet for Fiscal Year 2003 (Assignment No. E-IN-GSV-
0070-2003)

Thank you for the opportunity to respond to the Independent Auditors’ Report on the
U.S. Geological Survey’s Balance Sheet for Fiscal Year 2003.  We have reviewed the
report and concur with the audit findings of four reportable conditions, one of which is
considered a material weakness.  Our specific comments on the report and the
recommendations are documented in the attached.

Should you have any questions regarding this memorandum or any of our responses,
please feel free to contact either Carol Aten at (703) 648-7200 or Karen Baker at (703)
647-7261.

curtis crider
Attachment 2



Attachment –
Comments on the Independent Auditors’ Report

General Comments:
The USGS concurs with the findings and recommendations identified in the FY2003 Independent
Auditors’ Report on Internal Control Over Financial Reporting.  Our responses to specific
findings and recommendations are documented below.

A. Controls over accounts receivables and deferred revenues related to reimbursable
agreements.

KPMG Recommendations:

1. Implement more effective internal controls through a centralized review and analysis of
agreements with abnormal billed and unbilled accounts receivable and deferred revenue
balances.

2. Enforce current policies and procedures for conducting review of agreements.  This
should include providing the cost centers with the necessary training and resources for
reviewing all agreements.

3. Standardize agreements and develop consistent billing practices that permit recovery of
unbilled accounts as expenditures are incurred.  Billing practices should be more in line
with the bureau’s normal vendor payment cycle, which is currently 30 days as required
under the Prompt Payment Act.

4. Develop additional reporting capabilities that would help USGS administrative staff to
focus on the agreements with the more significant and abnormal balances quicker.  The
additional capabilities should also include an evaluation using agreement end date.

USGS Comments:

The USGS concurs with the findings and recommendations and has begun developing
corrective action plans to address the specific recommendations.  The bureau has established
an Office of Internal Controls and Quality Assurance (ICQA) that reports to the Deputy Chief
Financial Officer.  The ICQA has oversight responsibilities to monitor the operational
effectiveness and implementation of bureau specific financial policies and procedures and to
conduct training as needed.  Additionally, the bureau is furthering use of the accounting
system’s functionality for automated billings based on pre-established billing cycles.  USGS
expects to have complied with the recommendations by June 30, 2004.

B. Controls over Information Technology (IT) data security

KPMG Recommendations:

1. Information Security and Logistical Controls - Review the assessment results that have
been provided and ensure that appropriate corrective actions have been implemented to
address the specific risks identified.



2. Information Security and Application Access Controls – Designate an independent
management official to be responsible for T&A application security.

3. Entity-Wide Security Plan: Virus Scanning – Standardize and formalize virus-scanning
procedures to ensure that all workstations are scanned at least once a week.

4. User Account Management – Require that periodic review of the access control listings
to its various IT resource be performed to ensure that active users have valid business
needs for such access and that the access privileges are not excessive.

5. Segregation of Duties: Access Controls – Ensure that a user cannot set the “Update” field
to “yes” and improve accounts for the same cost center.

USGS Comments:

The USGS concurs the finding and recommendations.  The bureau has developed specific
milestones that address the five recommendations with full implementation by March 2004.

C. Policies, procedures and controls over property, plant and equipment

KPMG Recommendations:

We recommend that USGS implement policies, procedures and controls to ensure that capital
asset transfers from other federal agencies and personal property acquisitions are recorded in
accordance with SFFAS No. 6, Property, Plant and Equipment, as well as existing USGS
policies and procedures.

USGS Comments:

The USGS concurs with the recommendation and will revise existing policies and procedures
to comply with SFFAS No.6, Property, Plant and Equipment by March 2004.  The bureau
will also provide additional on-going training to ensure that property managers understand
the revised policies and procedures.

D. Policies, procedures and controls over intra-departmental eliminations

KPMG Recommendations:

We understand that the Department of the Interior is developing an automated process to
facilitate the reconciliation of intra-departmental eliminations.  We recommend that the
USGS implement this automated process.

USGS Comments:

The USGS concurs with the finding and recommendation.  The bureau will implement the
DOI automated process as soon as it is available.




