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August 2007 --- Policies and Procedures
Have you ever had the following conversation with one of our auditors?

Auditor:  Can I have your payroll accounting policies and procedures?

Response:  We follow the CAPP Manual.

Auditor:  Well, can I see your Department’s procedures for fixed asset accounting?

Response:  We follow the CAPP Manual.

The conversation proceeds in this manner until you finally want to yell from the top of a mountain and to all auditors, “WE ALWAYS FOLLOW THE CAPP MANUAL!”  

A month into the new state fiscal year, we thought it would be helpful to explain why we keep pestering you about “policies and procedures.”  
According to Government Auditing Standards, the auditor must audit the internal controls established and maintained by management.  The CAPP Manual further states:

“The responsibility for the establishment and maintenance of sound internal control in agencies resides with agency management.  Such controls must take into consideration the requirements promulgated by central agencies in the form of policies and procedures.”
Why does the CAPP Manual have this requirement?
Because no one could follow the manual 100 percent of the time, and efficiently operate a state agency.  Every agency has unique processes that still must comply with the CAPP Manual.  The CAPP Manual addresses the documentation of those differences.  If you are going to base your internal controls on the CAPP Manual, your policies and procedures need to document when and why you do not follow the letter of the manual. 
There are several benefits of having agency-specific policies and procedures.  Policies and procedures establish and maintain effective internal controls, which helps ensure that your agency meets its goals and objectives.  The process of documenting your policies and procedures will help your agency assess its internal control structure, manage risk more effectively, and maintain accountability within your agency.   
If that sounds familiar, that is because it is the goal of the Agency Risk Management and Internal Control Standards (ARMICS) issued by the Department of Accounts in November 2006.  

In addition, well-documented policies and procedures will soften the impact of turnover due to retirement, a concern for all state agencies.  Finally, auditors will be able to assess your internal control structure more quickly, design tests of controls that are more effective, and perform a more efficient audit.  
In summary, not having documented policies and procedures increases your agency’s risks.  However, keep in mind that having documented policies and procedures that you do not follow is equally risky.  
Since every agency has risks that are unique to their operation, every agency must perform one or more functions differently than the CAPP Manual recommends.  If you claim the CAPP Manual as your agency’s policies and procedures manual, odds are you are going to have a management point.  It is next to impossible for a statewide set of policies and procedures to address your agency’s entire internal control environment.
Previous topics are available at our website at http://www.apa.state.va.us/articles.htm
Contact information can be updated through e-mail to heather.barnes@apa.virginia.gov
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