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MEMORANDUM FOR JOHN W. MAGAW, DIRECTOR
BUREAU OF ALCOHOL, TOBACCO AND FIREARMS

FROM: Richard B. Calahan
Deputy Inspector General

SUBJECT: Audited Fiscal Year 1997 Financial Statements of the
Bureau of Alcohol, Tobacco and Firearms

The attached Fiscal Year 1997 financial statements of the Bureau of Alcohol,
Tobacco and Firearms were audited by Price Waterhouse, LLP, an Independent
Public Accountant (IPA), under contract with the Office of Inspector General.
The audit was performed in accordance with the Government Management
Reform Act (GMRA) of 1994.  The IPA issued the following reports which are
included in the attachment:

• Report of Independent Accountants on the Financial Statements;

• Report of Independent Accountants on Internal Controls; and

• Report of Independent Accountants on Compliance with Laws and
Regulations

The IPA rendered an unqualified opinion on the financial statements for the
year ended September 30, 1997.  The IPA’s report on internal controls cited five
reportable conditions relating to enhancing controls over the information
security management function, improving the effectiveness of access control
software, implementing standard program change control processes, evaluat-
ing telecommunications security risks, and implementing policies to rotate
inspectors.  None of these conditions were considered a material weakness.  In
addition, the report on compliance with laws and regulations disclosed no
instances of noncompliance.

We have submitted a copy of the attached package to the Secretary of the
Treasury and to the Assistant Secretary for Management/Chief Financial
Officer for transmission to the Office of Management and Budget.
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My staff monitored the conduct of the audit and performed a quality control
review of the IPA’s working papers.  The audit was performed in accordance
with generally accepted Government auditing standards and met the require-
ments of the GMRA.

The IPA will issue a management letter discussing various issues that were
identified during the audit, but which are not required to be included in the
audit reports.

Should you or your staff have questions, you may contact me at (202) 622-1090,
or a member of your staff may contact Antoine Elachkar, Director, Financial
Audits Division at (202) 927-5781.

Attachment
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