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BEST DOCUtiviEiT AVAILABLE
iar Mr. Ko"seck:

The General Accounting Office has reviewed selected aspects of the
4sght draC esystem of the cmody redit orporat (ct0), Copies
of the report Co the xecutive Vice President, CCC, were furnished you
on July 16, 1970. .~ds part of the reviews, W e*ainied into related
internal audit work performed by your Ragion 6 office.

Genera'ly, Region b reviews were *dequate; however, we noted two
areas where wt believe the establishment of approved audit guides for
use by all regions could result in improving audits of the operations
o£ itate and county offices. Region 6 representatives advised us tatt
Lbey did not have audit guides approved by the Office of the Inspector
General (01G) Headquarters Office fuo use in auditing administrative
operations in State and county offices. They stated that the audit
guides used within their region may be different from the guides used
by other OiG regions in periorming similar reviews.

Oi "tK DRALiES 014 W4P)

1iG has not escablishoU an approved audit &uide specifically
requirinr an indeperdent inventory of blank sight drafts ou harn in

.5tca 4te 4 county oiffices. Al Peaitor, , thie CeXtont of -vurification oi
blank sg&bhc cLIafts on hand v&ried or was riot determinable.

The ;.gion lad an approved audit guide foc applicationl in State
offices that roqui-e a physical inventory of blink drafts on hand and
reconciliation to pertinent records. ..e were advised, bowever, that
this guide had only been applied in o[A State office--iouth Dakota.
The IRegion 6 workpapers on administrative reviews in the three State
officus we visited included varying amounts of evidence regarding the
verification of State office inventory reports of drafts on hand. In
one Jtate a comparison was made of actual items on hand to accounta-
bility records, while in another -tate the worlpapers contained littlo
evidence of verification.

The tegion's unapproved audit guides for application I; county
offices included general audit survey steps requiring consideration of
controls over drafts such as safegusrding and periodic inventories.
The guides, however, included no specific requirement to verity reports
of blauk drafts on band through independent inventory procedures.



,tudit workpapers oa reviewu made in the three county ofiices we visited
indicated that soa comuideration had been given to control os blank
drafts, but did not show that a phylscal inventory of drafts was performed.

We believe that independent verification of inventory repo-.,, of
blank draf ti on hand in State and county offices ie noessarl to ensure
that these docnemts are properly controlled aid accounted for. We
believe also that such a requirement should be lnclucaei in audit guides
approved tor usa by all O1C regions.

y4k@. (".TISM. AOito'Qs

Audit guides used by Aegiou O do not speci1ically require that state
and county office reports of issued drafts be verified to supporting
documnts. Program review guilies approved by the 0iG Headq&uarters Oflice
as well as &,gion 6 unapproved guides for reviews oe adinistraLtie
operations require that selected expenditure documents be traced to JssUed
draftse. This procedure would not, in our opinlion provide adequate assur-
anae that Oraits reported as isucd a-e supporrte by vliti expenditure
documents. iAthar, iessues drafts sbould be vetiledi to suppo-ting expend-
iture documents.

s.ltbhough not required by auclt uiddS. Rkegion 5 rapresentaLlves
#tated that thuy do sonmutias trace selected iraets to supportinr exponr.-
iture documents. egieon 6 worlpapers on revlews madet in six courty
· fticaa shyeud that this procedure was used foi( orn otice.

wo believe that revitws oi the propriety o/ drafts issuod should
incluae tasts based on a selection of issued drafts as shown in State
and couaty oiiice inventory reports. we believe also that such a pro-
cedure should be included in audit guides approved for use by all OIG
regions.

we would appreciate being advised of actions taken on Lthe satters
dilcussed in this letter. Also, during thL course of your regularly
sebeduled auwits, we would appreciate your tollowing up on the recoa-
mrndttioas in our sight draft report to the .xecutive :ice :reosident,
C., to dutermine whether appropriate corrective actions have been taken.

Sitmcerely yours,

ri nd i. Berr
Victor L. Lowe
.Associata "i ructor

t.4,. * i.tk^auie 1. . Luss4scl
inspector General
Department of Ariculture




