[image: image1.jpg]Auditor of

Public Accounts
COMMONWEALTH OF VIRGINIA





Resolving Formal Audit Findings
March 2011

Back in March 2009, we discussed the “audit finding” process during an audit.  We explained that during our audits, we:
· gain an understanding of your agency’s procedures;
· compare selected items against those procedures;
· determine whether there are errors or inconsistencies within those items;
· determine whether they are big or small;
· write a “Possible Management Letter Comment” memo, requesting a response to the observations;
· discuss the response with your agency, if needed; and
· determine if they should be included in our final audit report.
Now the management recommendation or finding is in the final report, what must you do next?
The process starts with the exit conference, which occurs at the end of the audit and provides agency management the opportunity to sit down with the project manager and in-charge auditor to discuss the results of our audit work and review the final audit report.  During the exit conference, when a report has an audit finding we ask agency management to provide a written response for inclusion in the final published report.
We require the agency to provide their response within FIVE BUSINESS DAYS.  Responses can range from “we agree with the auditor’s findings and will implement corrective actions” to “we agree, but it’s not that bad” or “we do not agree with the auditor’s assessment and here is why.”
If we do not receive a response within FIVE BUSINESS DAYS of the exit conference, we issue the report without it and state that the agency had the chance to respond, but did not.  We also reserve the right to respond to agency responses that we believe are misleading.
Ok, so we have issued the report, with our recommendations or findings, and the agency response.  You’re off the hook now, right?
Sorry, but there are some other requirements that you need to meet as well.  State policy requires agency heads or their designee to provide the State Comptroller, the Director of the Department of Planning and Budget, the appropriate Cabinet Secretary, and the Auditor of Public Accounts, a written response within 30 days of receiving the final APA report.
This separate response must address all noted deficiencies and include a corrective action plan.  The corrective action plan, at a minimum, should summarize the audit finding and proposed corrective actions; include target dates for resolving the finding; and identify the person responsible for implementing the corrective actions. 
The Department of Accounts will evaluate the response and determine its adequacy.  If they determine the response to be inadequate, they will notify the agency and require a revised response within 15 days.
You may be asking, “Can’t we draft our response for the APA report to meet the State Comptroller’s requirements and save ourselves some time?”
Well, in some instances, you can.  However, if the corrective action plan includes sensitive information about your agency, you probably do not want this published in our publicly available audit reports.

You should also know that the State Comptroller requires a written follow-up to the corrective action plan every 90 days until your agency head can certify the agency has resolved the problem.

Further, for those agencies that manage federal programs, your corrective action plans will be part of the Statewide Single Audit Report.  The Feds require responses be concise and well documented, and responses that exceed one page must have an executive summary.
Why is your response to the State Comptroller important to the APA?  Because government auditing standards require that we follow-up and report on the status of prior year findings and recommendations.  The better your response, the easier that job becomes.
For example, if your corrective action plan reasonably determined that it would take two years to fix an issue, we will not come back next year expecting not to find the same issue.
  Rather, we will evaluate your progress against your plan and determine if you are meeting the dates and goals that you set.  Based on our review of your progress, 
· We will report that the agency is taking adequate corrective action to address prior year audit findings and discuss the work you have done. Or,
· We will issue a repeat audit finding noting that the issue resolution is inadequate.
We know which action you would prefer; and a well thought out corrective action plan with documented progress will make that assessment easier.
�This has a double negative in it and is difficult to read/comprehend.  How about this “we will not expect the issue to be cleared when we return the following year.”  I know this is passive voice, but it sure is easier to read/understand.





Previous topics are available at our website at http://www.apa.virginia.gov/articles.cfm
Contact information can be updated through e-mail to heather.barnes@apa.virginia.gov
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