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OFFICE OF INSPECTOR GENERAL
United States Department of Agriculture

September 30, 2022

Subject: Log No. 17-00018

This letter responds to your December 28, 2016, Freedom oflnformation Act (FOIA) 1 request to
the Department of Agriculture (USDA) Office oflnspector General (OIG). You requested "a
digital/electronic copy of the USDA IG Manual."
Shortly after receiving this request, we conducted a search of USDA OIG records based upon the
information provided, and found no records that are responsive to your request. At that time, it
was conveyed to FOIA staff that OIG does not have a digital/electronic or a hard copy of the
USDA IG Manual. Instead, FOIA staff was informed that the various OIG directives are
considered to be the IG Manual.
Accordingly, we have processed all of the Investigative and Audit Directives, as it is our
understanding that these Directives previously consisted of the hardcopy version of the IG
Manual. Please note that we have not processed the exhibits for these Directives. If you would
like copies of the exhibits, please contact us as FOIA.STAFF@oig.usda.gov.
Regarding the Audit Directives, we are enclosing 172 pages of responsive records. Pursuant to
FOIA, certain information has been redacted and withheld as it is exempt from release.
Specifically, in accordance with 5 U.S .C. §552(b)(6), the names, signatures, initials, and other
identifying information of individuals were withheld because release of this information could
reasonably be expected to constitute an unwarranted invasion of personal privacy. Exemption 6
protects information about individuals in personnel and medical files and similar files when the
disclosure of such information would constitute a clearly unwarranted invasion of personal
privacy. Additionally, content which would disclose guidelines for law enforcement
investigations or prosecutions if such disclosure could reasonably be expected to risk
circumvention of the law was withheld under 5 U.S.C. §552(b)(7)(E).
For OIG's Investigative Directives, we have withheld 239 pages under 5 U.S.C. § 552(b)(7)(E).
We have enclosed an explanatory sheet ofFOIA exemption explanations.
Additionally, we have enclosed a list of the remaining Directives not consisting of the Audit and
1

5 U.S.C. § 552.
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Investigative Directives processed for this request. If you would like to request copies of these
other Directives, please contact us as FOIA.STAFF@oig.usda.gov.
You have the right to appeal 2 this decision by OIG by writing to the Inspector General, U.S.
Department of Agriculture, 1400 Independence Avenue SW., Whitten Building, Suite 441-E,
Washington, D.C. 20250-2308. Appeals must be postmarked or transmitted by email no later
than 90 calendar days from the date of the adverse determination. The outside of the envelope
should be clearly marked "FOIA APPEAL."
For your information, Congress excluded three discrete categories of law enforcement and
national security records from the requirements of the FOIA. See 5 U.S.C. 552(c) (2006 & Supp.
IV 2010). This response is limited to those records that are subject to the requirements of the
FOIA. This is a standard notification that is given to all our requesters and should not be taken
as an indication that excluded records do, or do not, exist.
You have the right to seek the assistance of the OIG FOIA Public Liaison. You can also seek
dispute resolution services from the OIG FOIA Public Liaison or the Office of Government
Information Services (OGIS).
As part of the 2007 FOIA amendments, OGIS was created to offer mediation services to resolve
disputes between FOIA requesters and Federal agencies as a non-exclusive alternative to
litigation. Using OGIS' services does not affect your right to pursue litigation. If you are
requesting access to your own records (which is considered a Privacy Act request), you should
know that OGIS does not have the authority to handle requests made under the Privacy Act of
1974.
You may contact OGIS in any of the following ways:
Office of Government Information Services
National Archives and Records Administration
8601 Adelphi Road (OGIS)
College Park, MD 20740-6001
Phone: (202) 741-5770
Fax: (202) 741-5769
Toll-free: 1-877-684-6448
Email: ogis@nara.gov
Web: https://www.archives.gov/ogis
For information about OIG, please refer to our Web site at www.oig.usda.gov. Should you have

2 Please note that due to the COVID-1 9 pandemic, we suggest contacting USDA OIG via email at
FOIAStaff@oig.usda. gov to ensure a more timely response .
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any questions or need additional information, please feel free to contact our office at
(202) 720-5677.
Sincerely,
/s/ Alison Decker

Alison Decker
Assistant Counsel
Enclosures: Exemptions sheet/documents

USDA
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United States Department of Agriculture
Office of Inspector General
Washington, D.C. 20250

DATE: July 12, 2019
ASSISTANT INSPECTOR GENERAL BULLETIN NO.: A-19-001-7000
SUBJECT: Government Auditing Standards 2018 Revision
DISTRIBUTION: All Office of Audit, Data Sciences, and Compliance and Integrity personnel
PURPOSE: In July 2018, the Government Accountability Office (GAO) issued a revision to the
Government Auditing Standards (GAGAS). The revision contains changes from, and
supersedes, the 2011 version. The revised standards are effective for financial audits, attestation
engagements, and reviews of financial statements for periods ending on or after June 30, 2020,
and for performance audits beginning on or after July 1, 2019. This Bulletin is to incorporate the
2018 revisions.
AUTHORITY: Inspector General Act of 1978 (5 U.S.C. app. 3)
PROCEDURES: All OIG directives that include GAGAS requirements are amended as follows:
These changes, summarized below, reinforce the principles of transparency and accountability
and strengthen the framework for high-quality Government audits.
•

All chapters are presented in a revised format that differentiates requirements and
application guidance related to those requirements.

•

Supplemental guidance from the appendix of the 2011 revision is either removed or
incorporated into the individual chapters.

•

The independence standard is expanded to state that preparing financial statements from a
client-provided trial balance or underlying accounting records generally creates
significant threats to auditors' independence. Auditors should document the threats and
safeguards applied to eliminate and reduce threats to an acceptable level or decline to
perform the service.

•

The peer review standard is modified to require that audit organizations comply with
their respective affiliated organization's peer review requirements and GAGAS peer
review requirements. Additional requirements are provided for audit organizations not
affiliated with recognized organizations

•

The standards include a definition for waste.

•

The perfonnance audit standards are updated with specific considerations for when
internal control is significant to the audit objectives.

Until the revised OIG directives are issued, all staff should note that cwTent Audit directives
specifically state:
OIG personnel shall follow the procedures in this directive, which incorporate and
supplement Government Auditing Standards. Government Auditing Standards will
prevail if this directive and Government Auditing Standards appear to disagree.
Government Auditing Standards also prevail.for instances where this directive is unclear
or has not been updated to re.fleet a revision to Government Auditing Standards.

EXPIRATION DATE: This bulletin will remain in effect until all revised OIG directives are
issued.

~fUW-{~
(for) Gil H. Harden
Assistant Inspector General for Audit

2

IG-7211
Change 8
AUDIT
Audit Enterp1ise Planning

APPROVAUTRANSMITTAL
This manual section has been updated to reflect current versions of professional standards and
Office of Audit practice and processes. In addition, the title of this directive has been changed to
Audit Ente,prise Planning. Office of Inspector General (OIG) personnel shall follow the policies
and procedures in this directive, which incorporate and supplement Government Auditing
Standards and the Council of the Inspectors General on Integrity and Efficiency Quality
Standards for Inspection and Evaluation (together, "the standards"). The standards will prevail
if this directive and the standards appear to disagree. The standards also will prevail where this
directive does not reflect a more recent revision to the standards. The engagement planning
aspects from the previous version are incorporated into a revised IG-7314, Engagement
Planning, Programs, and Supervision. This supersedes IG-7211, Change 7, Audit Planning,
dated March 30, 2013.
PHYLLIS
FONG

Digitally signed by
PHYLLIS FONG
Date: 2022.04.30 09:33:39
-04'00'

PHYLLIS K. FONG
Inspector General
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IG-7211
Change 8
A.

POLICY

OIG is responsible for providing adequate oversight coverage over the programs and
activities of the United States Department of Agriculture (USDA). The Office of Audit will
undertake engagements that: (I) comply with professional standards, applicable legal and
regulatory requirements, and ethical principles; (2) are within OIG 's legal mandate or authority;
and (3) are within OIG's capabilities to do, including adequate time and resources. At least
annually, the Office of Audit will develop an engagement work plan to facilitate its mission of
promoting economy, efficiency, effectiveness, and integrity in the delivery of USDA programs
and activities.
B.

DEFINITIONS
1. Engagement. A work project in the Office of Audit that generally results in a written
product. These engagements are typically classified as an audit, review, attestation,
inspection, or nonaudit service.
2. Final Action. The completion of all corrective actions and receipt of required
documentation (as applicable) as specified in the Achievement of Management
Decision Form. The Office of the Chief Financial Officer (OCFO) has the
responsibility to determine final action for recommendation(s) where OIG has
agreed to management decision. OCFO will evaluate agency-provided
documentation to support conective actions taken/planned to determine if final
action has occurred.

C.

PROCEDURES

OIG initiates engagements based on (1) legal mandates, (2) requests from legislative
bodies or oversight bodies, (3) USDA agencies' and offices' requests, or (3) at OIG's discretion.
To develop OIG's engagement work plan (O/G Annual Plan), OIG established a planning
process to select and prioritize its engagements. OJG 's Five-Year Strategic Mission and
Diversity and Inclusion Plan describes the goals, strategies, and performance measures used to
accomplish OIG's mission and drives the Office of Audit engagement planning process.
(b)(7)(E)

1
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a.

The Audit Business Operations Division (ABOD) is responsible for
establishing and managing the planning process for the Office of Audit.
(1)

b.

ABOD will coordinate with the Assistant Inspector General for
Audit (AIG/A), Deputy AIG/As (DAIG/A), and Work Units to
facilitate OIG's annual and midyear engagement planning
meetings. These meetings will discuss ongoing or work-in-process
(WIP) engagements and proposals for new engagements.

(2)

ABOD will load planning documents on the Office of Audit's
rb)(?)(E)
r ite to facilitate Work Units' discussion with the
AIG/A and DAIG/As related to the selection of engagement
proposals, staffing, resources, and timing. At a minimum, these
planning documents identify WIPs, new proposals, approved
engagements, and midyear statuses for each Work Unit.

(3)

ABOD provides detailed instructions for the 2-year, annual, and
~ite.
midyear planning process on Office of Audit'sfb)(7)(E)

Each Work Unit within the Office of Audit will develop engagement
proposals to be included in the OIG Annual Plan and 2-year planning
documents. Work Units are responsible for inserting their information,
and including WIPs and engagement proposals, into the planning
documents created by ABOD.
(1)

Planning considerations. OIG's planning process for proposed
engagements includes consideration of:
(a)

Engagements required by law or other formal commitment;

(b)

rbX7)(EJ

(c)

Agency challenges as discussed in the annual Management
Challenges product;

(d)

OIG Work Units' resources and capacity;

(e)

Areas that are sensitive or of heightened interest to the
Congress, Administration, or public;

(f)

Recent major legislation and new, unaudited regulatory
requirements;

(g)

Areas suggested by OIG management and agency heads for
audit coverage;

2
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(h)

(2)

(i)

Results of prior investigations or hotline referrals by the
Office of Investigations; and

(j)

Results from referrals or analytics from OIG's Office of
Analytics and Innovation

(k)

Relevance of other Federal entities' work or topicsincluding other OIGs, Office of Management and Budget
risk products, and Government Accountability Office
(GAO) engagements and products- to avoid engaging in
duplicative work that would result in additional costs to the
Federal budget.

Previous engagement followup. In addition to the above
considerations, OIG evaluates its need to conduct followup
engagements of work performed by either OIG or GAO during the
planning process.
(b)(?)(E)

(3)
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b)(7)(E)

2.

I

.
.
l(b)(7)(E)
Under the direction of ABOD, .__ _ _ _ _ _ _ _ _ _ _ ___,uploads the
a roved formal OJG Annual Plan into the Office of Audit's system of record,
o populate OIG's engagement portfolio. All planned engagements
b)(?)(E)
m1tiate ·om this upload.

3.

When an engagement is initiated inl(b)(?)(E)
!auditors must ensure the specific
engagement plan includes all relevant plannmg topics as detailed in Government
Auditing Standards and in accordance w ith IG-7314, Engagement Planning,
Pro rams, and Supervision. When an inspection engagement is initiated in
b)(?)(E)
uditors must ensure the specific engagement plan includes all
re evant panning topics as detailed in IG-7710, Nonaudit Work, Section F, Part 5.

4.

The OIG Annual Plan is distributed to recipient parties per OIG entity
distribution.

4
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5.

(b)(7)(E)

END

1 l(b)(7)(E)

~b)(7)(E)
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AUDIT

Auditor Independence
APPROVAL/TRANS MITTAL
This manual section has been revised to reflect updates to auditor independence per Government
Auditing Standards.
OIG personnel shall follow the procedures in this directive which incorporate and supplement
Government Auditing Standards. Government Auditing Standards will prevail if this directive
and Government Auditing Standards appear to disagree. Government Auditing Standards also
prevail for instances where this directive is unclear or has not been updated to reflect a revision
to Government Auditing Standards.
This supersedes IG-7213 , Change 3, dated December 21 , 2005. Remove and destroy previous
editions.

PHYLLIB KFONGG
Inspector General

A.

BACKGROUND

In addition to the Standards of Ethical Conduct applicable to all employees of the
Executive Branch contained in 5 CFR Part 2635, and the standards applicable to employees of
the Department of Agriculture contained in DR 4070-735-001, Employee Responsibilities and
Conduct, all Office of Inspector General (OIG) auditors and contractors conducting work for an
audit are required to adhere to Government Auditing Standards. Auditors are responsible for
having a thorough understanding of Government Auditing Standards. Government Auditing
Standards discuss the purpose and applicability of standards as well as ethical prunciples.
Independence is the first general standard set forth in Government Auditing Standards. It
states: "In all matters relating to the audit work, the audit organization and the individual auditor,
whether government or public, must be independent." Independence comprises independence of
mind and appearance. This is the state of mind that pennits the performance of an audit without
being affected by influences that compromise professional judgment, allows an individual to act
with integrity, and enables an auditor to exercise objectivity and professional skepticism.
Independence in appearance is the absence of circumstances that would cause a reasonable and
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infonned third party, having knowledge of the relevant infonnation, to reasonably conclude that
the integrity, objectivity, or professional skepticism of an audit organization or member of the
audit team had been compromised.
OIG auditors must maintain our independence. Auditors and 010 Audit Divisions
maintain independence so that our opinions, findings, conclusions,judgrnents, and
recommendations will be impartial and viewed as impartial by reasonable and infonned third
parties. Auditors should avoid situations that could lead reasonable and infonned third parties to
conclude that we are not independent and, thus, are not capable of exercising objective and
impartial judgment on all issues associated with conducting the audit and reporting on the work.
In order to ensure OIG maintains independence, we will apply the Government Auditing
Standards' Conceptual Framework Approach to Independence. The Conceptual Framework
Approach is a presumptively mandatory requirement that establishes a conceptual framework
that auditors should use to:
•
•
•

identify threats to independence;
evaluate the significance of the threats identified, both individually and in the
aggregate; and
apply safeguards that are available to eliminate the threats or reduce them to an
acceptable level.

If no safeguards are available to eliminate an unacceptable threat or reduce it to an
acceptable level, independence would be considered impaired.
B.

POLICY

All OIG auditors, contractors, supervisors, and managers and staff must maintain an
independent attitude and appearance in all matters relating to audit work and must be free from
personal, external, and organizational impairments to independence.
C.

PROCEDURES

1. Identify and docwnent threats. Auditors should usefbJ(?)(E)
Ito docwnent their
consideration of threats to independence for the audit and attestation engagements they perform.
Auditors should evaluate threats both individually and in the aggregate because threats can have
a cumulative effect on an auditor's independence.
Documentation of independence considerations provides evidence of the auditor's
judgments in forming conclusions regarding compliance with independence requirements.
Appropriate documentation is required under the Government Auditing Standards' quality
control and assurance requirements. The following are types of threats an auditor can
experience.
2
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a. Self-interest threat - the threat that a financial or other interest will

inappropriately influence an auditor's judgment or behavior.
Examples of circumstances that create self-interest threats:
• A member of the audit team having a direct financial interest in the
audited entity. This would not preclude auditors from auditing
pension plans that they participate in if the auditor has no control over
the investment strategy, benefits, or other management issues
associated with the pension plan, and the auditor belongs to such
pension plan as part of his/her employment with the audit
organization, provided that the plan is nonnally offered to all

employees in equivalent employment positions.
•
•
•

An audit organization having undue dependence on income from a
particular audited entity.
A member of the audit team entering into employment negotiations
with an audited entity.
An auditor discovering a significant error when evaluating the results
of a previous professional service performed by a member of the
auditor's audit organization.

The self-interest threat consideration should be documented via the Federal
Financial Disclosure Reporting process. All employees that may be assigned to
an audit or attestation engagement will annually file OGE Form 450, Confidential
Financial Disclosure Report. SES officials will file SF-278, Executive Branch
Personnel Public Financial Disclosure Report. In order to assure that
management is aware of employees' financial interests, assets, income, and
outside employment, review and approval of the OGE Form 450 will be made by
the Work Unit Director, Division Director for Audit, Deputy Assistant Inspector
General for Audit (DAIG/A), or the Assistant Inspector General for Audit
(AIG/A) for their respective employees. Final determination of potential or actual
conflicts ofinterest is made with the advice and guidance of the designated 010
Ethics Officer.
This review will alert managers to potential problems or conflicts of interest.
When such situations are identified, the manager shall consult with the OIG
Ethics Officer for advice and determination. Decisions on problem cases and
conflict of interest situations will be communicated to affected employees,
applicable supervisors, and management officials.
b. Self-review threat - the threat that an auditor or audit organization that has
provided non-audit services will not appropriately evaluate the results of
previous judgments made or services performed as part of the non-audit services
when forming a judgment significant to an audit.

3
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Examples of circwnstances that create self-review threats:

•

An audit organization issuing a report on the effectiveness of the
operation of financial or performance management systems after
designing or implementing the systems.
An audit organization having prepared the original data used to
generate records that are the subject matter of the audit.
An audit organization performing a service for an audited entity that

•

directly affects the subject matter information of the audit.
A member of the audit team being, or having recently been, employed

•

•

by the audited entity in a position to exert significant influence over
the subject matter of the audit.
c. Bias threat - the threat that an auditor will, as a result of political, ideological,
social, or other convictions, take a position that is not objective.
Examples of circumstances that create bias threats:

•
•

An auditor having preconceptions about the objectives of a program
under audit that are strong enough to impact the auditor's objectivity.
An auditor having biases associated with political, ideological, or
social convictions that result from membership or employment in, or
loyalty to, a particular type of policy, group, organization, or level of
government that could impact the auditor's objectivity.

d. Familiarity threat - the threat that aspects of a relationship with management or
personnel of an audited entity, such as a close or long relationship, or that of an
immediate or close family member, will lead an auditor to take a position that is
not objective.
Examples of circumstances that create familiarity threats:
•
•

•

•

A member of the audit team having a close or immediate family
member who is a principal or senior manager of the audited entity.
A member of the audit team having a close or immediate family
member who is an employee of the audited entity and is in a position
to exert significant influence over the subject matter of the audit.
A principal or employee of the audited entity in a position to exert
significant influence over the subject matter of the audit having
recently served on the audit team.
An auditor accepting gifts or preferential treatment from an audited
entity, unless the value is trivial or inconsequential.

4
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•

Senior audit personnel having a long association with the audited
entity.

e. Undue influence threat -the threat that external influences or pressures will
impact an auditor's ability to make independent and objective judgments.
Examples of circumstances that create undue influence threats:

•

External interference or influence that could improperly limit or
modify the scope of an audit or threaten to do so, including exerting
pressure to inappropriately reduce the extent of work perfonned in
order to reduce costs or fees.

•
•
•
•

•
•

•

f.

External interference with the selection or application of audit
procedures or in the selection of transactions to be examined.
Unreasonable restrictions on the time allowed to complete an audit or
issue the report.
External interference over the assignment, appointment, compensation,
and promotion of audit personnel.
Restrictions on funds or other resources provided to the audit
organization that adversely affect the audit organization's ability to
carry out its responsibilities.
Authority to overrule or to inappropriately influence the auditor's
judgment as to the appropriate content of the report.
Threat of replacing the auditor over a disagreement with the contents
of an auditor's report, the auditor's conclusions or the application of an
accounting principle or other criteria.
Influences that jeopardize the auditor's continued employment for
reasons other than incompetence, misconduct, or the need for audits or
attestation engagements.

Management participation threat - the threat that results from an auditor taking
on the role of management or otherwise performing management functions on

behalf of the entity undergoing an audit.
Examples of circumstances that create management participation threats:
•
•

A member of the audit team being, or having recently been, a principal or
senior manager of the audited entity.
An audit organization principal or employee serving as a voting member
of an entity's management committee or board of directors, making policy
decisions that affect future direction and operation of an entity's programs,
supervising entity employees, developing or approving programmatic

5
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•

•

policy, authorizing an entity's transactions, or maintaining custody of an
entity's assets.
An audit organization principal or employee recommending a single
individual for a specific position that is key to the entity or program under
audit, or otherwise ranking or influencing management's selection of the
candidate.
An auditor preparing the audited entity's corrective action plan to deal
with deficiencies detected in the audit.

g. Structural threat - the threat that an audit organization's placement within a
government entity, in combination with the structure of the government entity
being audited, will impact the audit organization• s ability to perform work and
report results objectively.
Examples of circumstances that create structural threats:
•
•

For both external and internal audit organizations, structural placement
of the audit function within the reporting line of the areas under audit.
For internal audit organizations, administrative direction from the
audited entity's management.

This threat is safeguarded based on existing organizational structure. OIG is
presumed to be organizationally independent, since the Inspector General is
appointed by the President and confirmed by the U.S. Senate. In addition, only
the President can remove the Inspector General after notifying the U.S. Congress.

2. Evaluate threats. OIG auditors are to immediately report to their supervisor all
situations where they believe their ability to form independent opinions and conclusions
are impaired. OIG management will detennine whether the auditor needs to be
reassigned if the impairment cannot be negated or removed.
Auditors and audit managers should determine whether identified threats to
independence are at an acceptable level or have been eliminated or reduced to an
acceptable level. A threat to independence is not acceptable if it could either impact
the auditor's ability to perfonn an audit without being affected by influences that
compromise professional judgment, or could expose the auditor or audit organization to
circumstances that would cause a reasonable and infonned third party to conclude that
the integrity, objectivity, or professional skepticism of the audit organization, or a
member of the audit team had been compromised.
ko document the safeguards
3. Document safeguards. OIG auditors should usel(b)(?l(El
used to mitigate the identified independence threats. Safeguards are controls designed
to eliminate, or reduce to an acceptable level, threats to independence.

6
February 2013

IG-7213
Change4

Examples of safeguards include:
•
•
•
•

Consulting an independent third party, such as a professional organization, a
professional regulatory body, or another auditor;
Involving another audit organization to perform or re-perform part of the
audit;
Having a professional staff member who was not a member of the audit team
review the work performed; and
Removing an individual from an audit team when that individual's financial
or other interests or relationships pose an independence threat.

Certain conditions may lead to threats that are so significant that they cannot be
eliminated or reduced to an acceptable level through the application of safeguards,
resulting in impaired independence. Under such conditions, auditors should decline to
perform a prospective audit or terminate an audit in progress. These conditions should
occur rarely and should be discussed with the responsible DAIG/A and AIG/A.
4. Document realized threats. OIG auditors should use b)(5l; (b)(?)(C) o docwnent realized
threats to independence that require the application o s eguards. If an auditor
identifies an independence threat at any time during the course of an audit or
attestation engagement, the auditor must document that threat and report the threat to
their supervisor.
5. Non-Audit Services. OIG auditors could be approached to perform non-audit
services as defined by Government Auditing Standards. OIG auditors must notify
the responsible DAIG/A and AIG/A of any requests to determine disposition. When
the AIG/A approves the performance of non-audit services, auditors will document an
understanding of the objectives, scope of work, and product and deliverables in the
engagement letter in accordance with Government Auditing Standards.
(b)(7)(E)

7
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AUDIT
Audit Documentation
APPROVAUTRANSMITTAL
This manual section has been revised to recognize organizational and title changes, include
additional Government Auditing Standards requirements, and implement a new audit
documentation suite.
OIG personnel shall follow the procedures in this directive which incorporate and supplement
Government Auditing Standard~. For any situation where this directive and Government
Auditing Standards appear to disagree, Government Auditing Standards will prevail.
Government Auditing Standards also prevail for instances where this directive is unclear or has
not been updated to reflect a revision to Government Auditing Standards.
This supersedes IG-7215, dated January 24, 2008. Remove and destroy previous editions.

SIGNED BY THE JG 7-8-2015
PHYLLIS K. FONG
Inspector General
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A.

BACKGROUND

Government Auditing Standards require auditors to prepare audit documentation related
to the planning, conducting, and reporting of each audit engagement. Additionally, auditors
should prepare audit documentation in sufficient detail to provide the principal support for the
audit product, to aid auditors in conducting and supervising the audit engagement, and to allow
for the review of audit engagement quality.
Auditors design the fo1m and content of audit documentation to meet the circumstances
of the particular audit engagement. Within the Office of Audit, form and content is defined by
Government Auditing Standards and this directive, but is supplemented by the following:
•

IG-7211 , Audit Planning

•

IG-7213, Auditor Independence

•

IG-7314, Engagement Planning, Programs, and Supervision

•

IG-7315, Financial Audits -Audit Reporting

•

IG-7316, Performance Audits -Audit Reporting

•
•

JG-7317, Attestation Audits - Reporting
IG-7323 , System of Quality Control
IG-7218, Management Decision Process

•

Auditors are required to adhere to the policies and procedures contained in these
directives.

B.

DEFINITIONS
1.

Audit Documentation. Constitutes the principal record of the work that the auditors
have performed in accordance with standards and the conclusions that the auditors
have reached. Audit documentation should contain a description of the work
perfmmed, findings, conclusions, and recommendations that the auditors have
reached. The quantity, type, and content of audit documentation are a matter of the
auditors' professional judgment. Audit documentation is an essential element of
audit quality. The process of preparing and reviewing audit documentation
contributes to the quality of an audit. Audit documentation serves to (1) provide the
principal support for the audit product, (2) aid auditors in conducting and
supervising the audit, and (3) allow for the review of audit engagement quality.
Terms such as working papers, work papers, and evidence are synonymous with
audit documentation.

2.

Audit Engagement. A work project in the Office of Audit which generally results
in a written product. These engagements are typically classified as an audit, review,
or attestation.
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3.

Audit Product. A written narrative produced as a result of an audit engagement.
Generally refen-ed to as an audit report, but could be in other forms (review,
opinion, compilation, etc.).

4.

Cross-reference. A hyperlink or other executable relational link between two points
lhyperlink.
in an audit engagement. Generally, it is ai<b)(?)(E)

5.

Engagement Work Program. An approved detailed list of audit steps, procedures,
instructions, methodologies, or guidance for the conduct of an audit engagement.
The detailed list is an electronic product created in the system of record for audit
documentation l(b)(?)(E)

I

6.

Protocol. Establishes the standards that :sers wjlJ follow in performing OIG
projects and it serves as the link betweent_b)(?)(E)
land the project processes and
documentation requirements described in this directive. It serves as a supplement to
the User Guide and program help files. The protocol is periodically uldated as
7
needed and is accessible on ther
~-><_l_
<E_l - - - - - - - - - - - ~ -

7.

Unassociated Referencing Review. A process in which auditors (not associated
with the audit engagement under review) review the audit product and trace,
reconcile, verify, and validate the cross-references in the audit product back to
supporting audit documentation.

8.

Use Rules. A memorandum is,,..su=e-d-b~~th=e~A.....,ssistant Inspector General for Audit
implementing use rules for the (b)(?)(E)
udit documentation suite. The ~-=-,,..,.--,
rules memorandum is periodica y up
as needed and is accessible on the (b)(?)(E)
l(b)(?)(E)

I

9.

User Guide. A guide for all users maintained by l(b)(?)(E)
rb)(?)(E)
!which describes how to perform man~y---=fu_n_c_u.,...
_o_n_s_o.....,f,-t.,...
he_ a_u....,.
d1.,...
_t~
documentation suite. The user uide is eriodicall u dated as needed and is
accessible on the (b)(?)(E)

C.

POLICY

Audit documentation shall be prepared in accordance with Government Auditing
Standards and this directive. Sufficient and appropriate audit documentation must be obtained to
afford a reasonable basis for the auditor's findings and conclusions.
Auditors must prepare audit documentation related to planning, conducting, and reporting
for each audit engagement. Auditors shall prepare audit documentation in sufficient detail to
enable an experienced auditor, having no previous connection with the engagement, to
understand from the audit documentation the nature, timing, extent, and results of audit
procedures performed, the audit evidence obtained and its source, and the conclusions reached,
including evidence that supports the auditors ' significant judgments and conclusions. Auditors

3
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shall prepare audit documentation that supports the findings, conclusions, recommendations, and
audit product, before the issuance of the related audit product.
~s the official system of record to document, review,
Auditors shall use rb)(?)(E)
share, and retain work durin and after the conduct of the audit engagement. The ICb)(?)(E)
b)(7)(E)
serve as supplement~s-to---,th-e--~
7
(b)( )CE)
Collectively, these documents serve as a link between the system and
e project processes, practices, and documentation requirements described in this directive.
D.

PROCEDURES
Auditors shall prepare audit documentation as described below per topic.
1. Planning
Auditors must document the planning of the work necessary to address the audit
engagement objectives. This includes preparing a written audit plan, typically an
engagement work program. Engagement work programs state the audit objectives
and describe the planned audit scope and approach. The engagement work program
identifies special or unique requirements and provides guidelines on audit
methodologies, pro forma audit documentation, and software applications. The
auditor must plan the types of audit documentation necessary to meet the audit
objectives and should always prepare for possible expansion of the audit
documentation.
2. Documenting Work Performed
Documentation will vary with the nature of the work performed. For example,
Government Auditing Standards require that the auditor communicate to
management, those charged with governance, and others a description of the audit's
objectives, scope, methodology, timing, and planned reporting. Typically this is done
through an engagement letter and entrance conference. Evidence of this
communication must be included in the audit documentation. Generally, the
engagement work program specifies the extent and nature of documentation to be
obtained.
Work performed, and evidence obtained to support significant conclusions and
judgments, should be sufficiently documented including descriptions of transactions
and records examined. For example, by listing file numbers, case numbers, or other
means of identifying specific documents examined, the auditor is not required to
include in evidence copies of documents examined or detailed listings of information
from those documents. This includes documenting the objective(s), scope, and
methodology, including any sampling criteria used, of the audit procedure.

4
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(b)(7)(E)

IElectronic copies are preferred and professional
judgment must be used to avoid including excessive images in the audit
documentation suite. In some instances (such as support for investigations and
appeals)/ it is necessary to maintain the original hardcopy provided by the auditee. 2

b)C7lCE)

3. Mandatory Elements of Audit Documentation
Audit documentation shall be clear, concise, and contain the following information,
as appropriate.3
a. Purpose. State the purpose for performing the audit work.
b. Source. State the specific source of all data or information so that someone not
familiar with the audit can easily locate or recreate the required information.
b)(7)(E)

d. Details. This contains the body and specifics of the work performed. However, it
should not repeat verbatim what is already documented in the project file. To
eliminate redundancy, cross-reference previous inclusions. Audit documentation
needs to be properly cross-referenced to supporting evidence including the criteria
used to support any findings in accordance with JG-7323, System of Quality
Control.

b)(7)(E)

5
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b)(?)(E)

e. Conclusion. The conclusion should clearly and concisely address the purpose of
the audit procedure and provide the basis for arriving at the conclusion.
Conclusions should be supported by the facts contained in the details of the audit
documentation and cross-referenced. Auditors shall concisely summarize the
audit results, including any findings. When a finding has been identified, the
conclusion must include the following: specific conditions, causal factors, actual
or possible effects, criteria, recommendation(s), and the outcome of discussing the
situation with the auditee. ~b)(?)(E)
(b)(?)(E)

(b)(7)(E)

f.

Legends. Explain all tick marks, audit symbols, or other coding used on the audit
documentation.

g. Identification.

b)(7)(E)

Evidence obtained must be cross-referenced to findings and/or
cone us10ns supported by the evidence.

(b)(?)(E)

4. Information Needed to Support Work Performed
The collection of audit information to support work performed may involve imaging
or compiling records, conducting interviews, making observations, or conducting
analysis. The auditor's audit documentation should reflect details of the data the
auditor relied upon and should disclose the methodologies employed in obtaining it.
s !(b)(7)(E)

l(bl(7}(E}

6
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a. Evidence. Evidence may be obtained by observation, inquiry, or inspection and
may be categorized as physical, documentary, or testimonial. Each type of
evidence has its own strengths and weaknesses. The nature and types of evidence
to support auditors' findings and conclusions are matters of the auditors'
professional judgment based on the audit objectives and audit risk. The evidence
obtained must meet basic tests of sufficiency and appropriateness. Auditors
should perform and document an overall assessment of the collective evidence
used to support findings and conclusions, including the results of any specific
assessments conducted to conclude on the validity and reliability of the evidence.
(1) Physical evidence is obtained by the auditor's direct inspection or

observation of people, property, or events. Such evidence may be
documented in memoranda, photographs, videos, charts, drawings, maps,
physical samples, etc.
(2) Documentary evidence consists of already existing, tangible, retrievable
information such as letters, contracts, accounting records, invoices,
spreadsheets, database extracts, electronically stored information, etc.,
created by the auditee or third parties. Auditors shall not mark-up original
documents from the auditee. Any additional analysis should be performed,
conducted, and documented only on a copy of the auditee's documentation,
with a reference to the original document, to maintain a record of what the
auditee provided prior to any additional analysis. When taking excerpts of
large documents as evidence, auditors must ensure the effective date, title
page, and table of contents are included.
(3) Testimonial evidence is obtained by inquiries, interviews, focus groups,
public forums, questionnaires, signed statements from involved persons, etc.
Auditors should obtain written conoboration of the testimonial evidence
when subsequent refutation is possible or it will be used to support an audit
conclusion or finding. Testimonial evidence may be useful in interpreting or
conoborating documentary or physical information. Auditors should
evaluate the objectivity, credibility, and reliability of the testimonial
evidence. Documentary evidence may be used to help verify, support, or
challenge testimonial evidence.
Evidence that is related by subject should be grouped to facilitate review and
recordation. For example, if a producer's entire crop insurance file is copied as
evidence, the entire package could be assigned a control number as opposed to
each form/page contained therein.
All evidence is required to have a source (such as a list of participants and
their titles for interviews; date and time for interviews and observations; or
"Prepared by Client" (PBC) when the supplemental document was prepared and
7
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provided by the auditee, or the name of the person who provided the document).
If the evidence merely "supplements" the audit procedure step, each piece of
evidence does not need a purpose, scope, or conclusion, because it is considered
part of the related engagement work program procedure step that is required to
contain this information. f bl(7 )(E)

I

(b)(7)(E)

b.

6

r b)(7)(E)

I
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b )(7)(E)

(b)(7)(E)

5. Cross-References
Cross-reference both manual and automated audit documentation to other audit
documentation, evidence, engagement work program audit procedures, summaries,
and audit products in accordance with IG-7323, System of Quality Control. Detailed
and accurate cross-references are critical to facilitate subsequent reviews and
unassociated referencing reviews.

6. Organization and Indexing of Audit Documentation

I

.______________.

Audit documentation shall be organized using rb)(?)(E)
~b)(?)(E)

Audit documentation should be indexed to correspond with the engagement work
program. As audit documentation is addedJCb)(?)(E)
b)(?)(E)

I

b)(?)(E)

This prevents gaps in the audit
......ocument
----~---.-----.--.-.----~-'
num enng at cou
e constru as a missing document. The Office of
Audit does not allow numbering gaps to rema in unexplained per the User Guide.
Any hard copy document should have an index number that clearly associates it with
the relevant program step orl(b)(?)(E)
IThe title of the
documentation should begin with "HC" to designate hard copy per the User Guide.

9
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For some engagements7, audit documentation supporting the relevant engagement
may exist/be stored in other engagement project files (historical). In this situation,
auditors should document the connection and relevance between the two project files
and the engagement team should make a decision whether to include a copy of the
audit documentation in the relevant project file. In some instances, the best decision
may be to populate the current project file with the relevant information from the
other historical file.
Auditors shall apply careful planning to ensure supporting audit documentation is
filed in such a manner as to facilitate its use and review.
7. Supervisory Review
Throughout the engagement, the engagement product file must document supervisory
review in accordance with IG-7314, Engagement Planning, Programs, and
Supervision. Additionally, IG-7323, System of Quality Control supplements this
directive with additional procedures to facilitate ensuring quality in supporting audit
documentation.
8. Control and Custody and Retention of Audit Documentation
A considerable amount of auditors' work consists of obtaining, examining, and
evaluating evidential matter. Often this information and evidence involves privacy
matters, such as personally identifiable information (PII), that are protected from
disclosure as well as sensitive but unclassified (SBU) information. Auditors must be
aware of their responsibilities for collecting, maintaining, and safeguarding audit
information contained in audit documentation in accordance with IG-2595, Security
and Privacy -Data Security and Personally Identifiable Information and IG-1421,
Personal Privacy Information. The Protocol provides informati~n regarding
designation and documentation requirements of PII and SBU in ,.....__
fb)(?)(E)
____,

____

thf

a. Control and Custody Over Audit Documentation.
Audit documentation control is a basic responsibility of each auditor. Auditors
must maintain proper control and adequate safeguards over audit documentation
and evidence at all times including knowing exactly where the audit
documentation is at aJI times during the audit. Audit documentation should never
leave the control and custody of OIG except with the concunence of OIG
management. Only authorized persons may obtain information or be provided
photocopies/images of pertinent audit documentation.
Audit documentation should not be left unattended during the day in places where
it is accessible to the public or to the auditee. Audit documentation should be
locked up overnight. Conclusions, summaries, schedules, written interviews,
7

7)_(E_)_ _ _ _ ___,
For examples, engagements conducted in phases, followup engagements, or documentation in l<
....b_)<_
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observations, etc., when stored on the auditee's premises, should be kept in locked
files, or at a minimum stored in a room to which only auditors have access. It is
not always necessary to lock up case files being examined or audit documentation
showing correspondence, reports, or other documents which are the property of
the auditee or are duplicated in auditee files when working in an environment
subject to the auditee's internal security controls. With the permission of the
auditee, these documents may be left in structured, common areas. However,
auditors must use good, sound judgment in evaluating the safety of such areas
before allowing the audit documentation to be left unattended. Remember, the
ultimate responsibility for any audit documentation or auditee files rests with the
auditor.
When audit documentation is taken to the auditor's place of lodging, it should not
be left unattended in the open; instead it should be locked in a briefcase or
luggage. If this is not possible, then audit documentation should be removed to a
secure place such as the trunk of the auditor's car. Audit documentation should
not be left unattended in an automobile, except in the locked trunk.
As always, and even more so when working outside of OIG secured work
locations, auditors should take appropriate steps to mitigate exposure of electronic
audit materials. Specifically, computer screens should "user lock" to protect audit
materials. An auditor's screen should never be left unattended with audit
materials visible. Additionally, auditors shall follow OIG's restrictions and
guidance regarding electronic exchange or forwarding of information to personal
accounts or systems outside of OIG 's electronic network(s) as detailed in
IG-2595, Data Security and Personally Identifiable Information.
Auditors shall always use Government contract express delivery or other
appropriate means when audit documentation is sent from one location to another.
The shipment of audit documentation will be in accordance with policy or
guidance regarding electronic data and privacy as detailed in IG-2595, Data
Security and Personally ldent(fiable Information.
b. Retention of Audit Documentation.
Audit documentation is retained in accordance with OIG backup and retention
~s an enterprise suite which is maintained by the Information
policy. !<b)(?)(E)
Technolo Division ITD with the Office of Audit as the s stem owner. l<b)(7)(E)
b)(7)(E)
Physical
ill require retention via physical
evidence that cannot be stored in (b)(?)(E)
means.

I

Engagement teams shall follow backup directions provided by thel(b)(?)(E)
i<b)(?)(E)
land in accordance with engagement close-out or
finalization procedures.
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The audit documentation will be retained in accordance with IG-2186, Records
Creation, Retention, and Disposition. If OIG changes software, software
versions, and/or platforms, procedures will be developed to ensure that the files
remain retrievable.
9. Other Items of Emphasis Regarding Audit Documentation
Auditors need to ensure adequate audit documentation exists for the following topics:
•

Compliance with IG-7213, Independence forms.

•

Any departure from standards and the resulting impact on the audit and the
auditors' conclusions in accordance with IG-73 15, Financial Audits - Reporting;
IG-7316, Performance Audits - Reporting; and IG-7317, Attestation Audits Reporting.

•

Changes to audit engagement scope. Any changes to engagement scope need to
be approved by the AIG/A, documented in a memorandum to the engagement
project file, and successfully communicated to the auditee.

•

The nature and scope of work to be perfonned by a specialist,8 if applicable.

•

Work performed by contractors on behalf of the OIG.

•

The process followed and conclusions reached for identifying the appropriate
individuals to receive the required auditor communications in situations where it
is not clearly evident.

•

The results of the work-to-date and reason an audit was terminated before its
completion and without an audit report being issued in accordance with JG-73 15,
Financial Audits - Reporting; JG-7316, Performance Audits - Reporting; and IG7317, Attestation Audits - Reporting.

•

Any limitation on report distribution in accordance with JG-7217, Transmittal and
Distribution ofAudit Reports.

•

Post audit implementation in accordance with IG-7218, Management Decision
Process and any related documentation for final action.

END
8

Examples of specialists include a statistician, actuary, economist, etc.
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THE AUDIT PROCESS
General Requirements - Preparation of
Audit Reports for Release on Internet
APPROVAL/TRANSMITTAL DIRECTIVE
This section provides policy and procedures to follow for the preparation and review of all audit
rep01ts (except contract audits and Single Audit Act audits) in accordance with the Freedom of
Information Act (FOIA), 5 U.S.C. § 552, prior to distributing and posting of the reports to the
Internet. This supersedes IG-7216, dated February 6, 2001. Remove and destroy previous
editions.

ISi
PHYLLIS K. FONG
Inspector General

A.

PROCEDURES
The following tasks will be completed in sequence to obtain clearance for audit reports to
be posted to the Internet. Section 8L of the Inspector General Act, as amended, requires
the posting of an audit report to the Internet no later than 3 days after an audit report is
made publicly available. 5 U.S.C. app. 3, §8L (b)(l)(A). The procedures describe the
steps FOIA staff will take in reviewing the official draft (OD) and the final report (FR)
prior to posting reports to the Internet. For purposes of this section, the "Internet" refers
to the official Office of Inspector General (OIG), U.S. Department of Agriculture
(USDA), Web site located at http:llwww.usda.govloig. Any questions regarding these
procedures should be directed to the OIG FOIA Officer.
1.

After the program agency responds, Audit will compile the OD and ensure the
report is Section 508 compliant. Audit will send the OD to FOIA REVIEW
l(b)(?)(E)
jfor processing.

2.

FOIA staff will review the OD for sensitive information and will either clear the
report, indicating to the office responsible for the report that no changes are
required, or will make redactions to the OD as necessary.

3.

If redactions are necessary, FOIA staff will provide the redacted OD to Audit for

review. Audit will notify FOIA staff of any concerns or objections respecting the
proposed redactions.

4.

Once FOIA review is complete, FOIA staff will email the results to Audit.

5.

The division responsible for the report (Division) will develop a routing slip
detailing how many physical copies of the FR need to be printed and who needs
to receive them. Standard distribution of FRs to USDA agencies and liaisons will
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be conducted in accordance w ith IGM-7217, Transmittal and Distribution of
A udit Repo1ts.

6.

The audit office responsible for the report and the Division will work together to
finalize the report and obtain the necessary final electronic signature approvals for
publication.

7.

Once the necessary approvals are obtained, the Division will email a portable
document format PDF file of the FR to FOIA REVIEW
b)(7)(E)
t the same time the FR is sent to the program
'----~-~---~---'
agency. The Division will include a one sentence summar y of the FR, which the
Office of Management (OM), Information Technology Division (ITD) will use
with the Facebook page posting.

8.

FOIA staff will save the FR to a central directory and send it to

b)(?)(E)

ill
electronically transmit the PDF file to sta fin USDA's Communicat10ns Office
and Congressional Relations Offices as appropriate.

(b}(7)(E)

9.

10.

B.

Within 3 business days after being provided to Congress, the OIG report will be
publicly released through posting to the Internet.
a.

FOIA staff will send an email request, along with a FR attachment, to the
OM/ITD staff for posting the FR to the Internet. The request will provide
information as to where the FR needs to be posted.

b.

The OM/ITD staff will post the FR to the Internet and notify FOIA staff that
the FR is now posted. The FR will appear in "What's New" for 4 months.

c.

The OM/ITD staff w ill post the FR to Facebook and send an email
announcing the post to the OIG reports Listserv, w hich notifies subscribers of
new audit reports posted to the Internet.

FOIA staff will notify additional Congressional staff offices and members of the
news media, as appropriate, that audit reports are posted via email lists maintained
by FOIA staff.

GENERAL CONSIDERATIONS

1.

In accordance with the Freedom of Information Act (FOIA) , 5 U.S .C . § 552, some
audits are not posted, or are only posted in part, due to sensitive security content.

2.

Audits that warrant withholding of information in full or in part w ill be
determined on a case-by-case basis by the Office of Counsel, in consultation with
Audit managers, keeping in mind the following general FOIA considerations:
a.

Personal identifiers, such as individuals' names, social security numbers
(SSNs), farm serial numbers (FSNs), insurance policy numbers, bank account
numbers, or loan numbers, cannot be used in audit reports. An alphabetic
code sheet can be used instead, and the program agency can be provided the
code sheet.
-2-
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Audit staff shall encourage program agencies not to use personal identifiers
in the agency responses (such as names of the subject(s) of the report and
identifiers summarized above). If such information is used, this information
must be redacted, which will cause a delay in releasing the report.
(b)(?)(E)

When matters identified in an audit re ort are referred to Investigations,
supervising the
FOIA staff will confer with th (b)(?)(E)
investigation to determine if posting the re ort to the Internet would
adversely affect the open investigation. (b)(?)(E)
(b )(?)(E)

e.

(b)(?)(E)

END
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THE AUDIT PROCESS
General Requirements Transmittal and Distribution of Audit Reports
APPROVAL/TRANSMITTAL
This revision replaces the detailed listing of agency contact points (exhibit A) with a link to
the exhibit on the Office oflnspector General's (OIG) Intranet Web site. The Intranet link
provides access to the most current listing of agency liaisons with updates made as changes
are identified. This revision also implements electronic distribution of reports, eliminates
the requirement to furnish hard copy audit reports to the Division Director for Audit,
changes the discussion draft signature authority from the Division Director for Audit to the
Deputy Assistant Inspector General for Audit, and removes both the section on Regional
Inspector General responsibilities related to special limited distribution of audits of United
States Department of Agriculture contracts and the corresponding exhibit C. This
supersedes IG-7217 dated October 2006. Remove and destroy previous editions.

Isl

Phyllis K. Fong
Inspector General
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A. POLICY. Audit reports prepared by OIG and contractors shall be promptly distributed to
action and information addressees in accordance with the procedures in this directive and as
detailed in exhibit A on OIG's Intranet Web site.
Audit reports prepared by other Federal audit agencies or non-Federal audit staffs under the
Single Audit Act and 0MB Circular A-133 and that concern Department of Agriculture
(USDA) programs, shall be distributed as detailed in exhibit B.
Audit reports are to be submitted to the appropriate officials of the organization audited,
including external funding organizations, unless legal restrictions, ethical considerations, or
other arrangements prevent such distribution. (There should be coordination with OIG,
Office of Counsel (QC) whenever there appears to be an issue or question with respect to
legal or ethical considerations that would restrict distribution.) Reports directed to the
agency's Headquarters will be forwarded to the Agency Liaison Officer for subsequent intraagency distribution.
B. RESPONSIBILITIES
1. AIG/A

a. Recommend to the Inspector General (IG) that significant and/or sensitive audit
reports be forwarded to the Secretary and/or Deputy Secretary.
b. Transmit a "courtesy" copy of audit reports addressed to the Administrator level or
above to the Assistant or Under Secretary, as appropriate (see B.3.c.).
c. Transmit all official drafts, fast reports, and audit reports addressed to the
Administrator level or above.
2. DAIG/ A - Transmit discussion drans of reports addressed to the Administrator level or
above.
3. DD/ A - Applicable to the Directors of the Rural Development and Natural Resources
Division, the Food and Marketing Division, and the Fann and Foreign Agricultural
Division.
a. Recommend to the AIG/ A those audit reports that should be sent to the Secretary for
informational purposes.
b. Identify those audit reports that have known or potential interest to congressional
committees and/or subcommittees.
c. Prepare a 5"x7" transmittal memorandum for the IG's signature to provide a cowtesy
copy to the Secretary, Deputy Secretary, their respective Chiefs of Staff, and
Under/Assistant Secretary, as deemed appropriate, for all final audit reports.
d. Provide the RIG and, when applicable, the Directors for the Financial Audit
Operations Division (FAOD); the Information Technology, Audit Operations and

IG-7217
Departmental Management Division (ITAO&DMD); and the Data Analysis and
Special Projects Division (DA&SPD); with an electronic copy of the signed/dated
transmittal letter, and an electronic copy of the final signed/dated audit report.
Headquarters will date stamp the documents and send the original signed/dated audit
report to the region and, if applicable, to the division (FAOD, ITAO&DMD, or
DA&SPD) via overnight mail. (Note: The FAOD, ITAO&DMD, and DA&SPD will
generally be responsible for completing this function for reports issued by each
respective division.)
4. RIGs and Directors for FAOD, ITAO&DMD, and DA&SPD
a. Report Transmittal. Transmit reports if signatory authority has been specifically
delegated by the AIG/A. For Administrator-level or above reports, prepare a
transmittal letter for the DAIG/ A's signature for discussion drafts and a transmittal
letter for the AIG/A's signature for official drafts and final audit reports.
b. Standard Report Distribution. Distribute copies of final audit reports in accordance
with the schedules in exhibit A. Final audit reports shall be issued without the
auditee's written comments to the official draft only if comments have not been
provided within a reasonable time.
c. Distribution to the Auditee Agency. The regions and divisions (FAOD,
ITAO&DMD, and DA&SPD) will distribute the final reports within 24 hours of
receipt from Headquarters in accordance with the schedules in exhibit A. Electronic
versions (pdf. format) of the reports and transmittal letters are to be submitted the
same day. The electronic version should include the restricted distribution notice
"For Official Use Only" on the report cover page.
The region will prepare the Section 508 compliant (pdf) file for submission to
QC/Freedom of Information Act (FOIA) by replacing the transmittal page denoting
the original signature with a version reflecting "Isl" and the typed-in date. The
restricted distribution notice and any OIG signatures are to be removed from the
report cover page because the audit report will be posted on the Internet. This final
audit report electronic (pdf) file is to be forwarded to OC/FOIA as specified in
exhibit A.
Note: The OC/FOIA review is no longer required before the distribution of final
audit reports unless the report is sensitive, high profile, involves employee
misconduct, contains trade secrets or confidential commercial information.
d. "Courtesy" Copies of Significant/Sensitive Audit Reports. When deemed
appropriate, prepare a memorandum for the AIG/A to transmit a "courtesy" copy of
audit reports and fast reports to the interested Assistant or Under Secretary.
e. Special Added Distribution. In addition to the standard distribution, make special
distribution for audit reports as indicated in exhibit B .
f.

Special Limited Distribution - Investigative Matters.
2
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(1)

Coordinate with the Investigations staff on the distribution of audit reports
containing information related to an investigation in process or scheduled to
avoid possible premature release of investigative data.

(2)

Advise the OC/FOIA Officer when the Investigations staff determines that
release of an audit report would interfere with an ongoing investigation.

g. Distribution Within OIG. The distribution page of the audit report should show only
distribution external to OIG.
(1)

Maintain an electronic co of the signed final audit report and transmittal
letter in the appropriate (b)(?)(E)
folder.

(2)

Electronically transmit (pdf.format) a 508 compliant copy of each audit
report to OC/FOIA.

(3)

Send to other regions electronic copies of any reports that may be of interest
due to the regions ' participation in the audit, the nature of the findings, audit
techniques and approaches used, or areas that may require audit planning in
other locations.

(4)

Send electronic copies of all audit reports pertaining to Farm Service
Agency, R isk Management Agency, Rural Housing Service, Forest Service,
Natural Resources Conservation Service, Office of the Chief Financial
Officer, Office of the Chief Information Officer, Office of Procurement and
Personnel Management, and Office of Operations to the FAOD staff in
Kansas City, Missouri. Audits issued to these agencies may impact financial
statement reviews.

(5)

Furnish to the referring Investigations office a copy of all audit reports that
contain matters referred from Investigations.

(6)

If the report pertains to the American Recovery and Reinvestment Act of
5
2009 also furnish an electronic copy to rb)( )
lfor
further processing to be posted on the Recovery Accountability and
Transparency Board and OIG Recovery Act Web sites.

h. Release to GAO. Electronically furnish to the Government Accountability Office
(GAO), as part of the standard distribution, copies of released audit reports as
specified in exhibit A. In addition, other audit reports may be released to GAO upon
request. No draft reports may be released to GAO without the prior approval of the
AIG/ A, in consultation with the Deputy IG and/or IG.
1.

Release to 0MB. Electronically furnish to 0MB, as part of the standard distribution,
copies of released audit reports as specified in exhibit A. In addition, other audit
reports may be released to 0MB upon request. No draft reports may be released to
0MB without the prior approval of the AIG/ A, in consultation with the Deputy IG
3
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and/or IG.
J

Release to OCFO. Transmit one hard copy of all released audit reports to the Office
of the Chief Financial Officer (OCFO) marked "OCFO AUDIT LIAISON OFFICE,"
as part of the standard distribution, as specified in exhibit A. The Audit Liaison
Office has responsibility for determining that final actions taken by the agencies in
response to the management decisions on audit recommendations are adequate. Also,
send to the Audit Liaison Office a copy of all Achievement of Management Decision
forms and memoranda.

k. Release to OCIO. ElectronicaJly furnish and also transmit one hard copy of all
released audit reports pertaining to information technology to the Office of the Chief
Information Officer (OCIO) marked "OCIO AUDIT LIAISON OFFICE," as part of
the standard distribution, as specified in exhibit A.

1.

Release to the Public. All requests from the public for audit reports should be
referred to OC/FOIA in accordance with IG- 1411.

m. Release to Congress. After a final audit report is provided to relevant agency officials
and USDA' s congressional and communications offices, the report is provided to OC
for FOIA processing. Once reports have been cleared by OC/FOIA staff, OC
distributes the reports to relevant congressional oversight committees and has them
posted for the public on OIG' s Web site. OC's policy is to provide audit reports to
relevant congressional entities one full business day before the reports are publicly
posted.
All congressional requests for audit reports should be referred to OC in accordance
withIG-1411.

END
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AUDIT
Management Decision Process

APPROVAL/TRANSMITTAL
This manual section is updated to reflect current versions of professional standards and Office of
Audit practice and processes. Office oflnspector General (OIG) personnel shall follow the
procedures in this directive, which incorporate and supplement Government Auditing Standards.
Government Auditing Standards will prevail if this directive and Government Auditing Standards
appear to disagree. Government Auditing Standards also prevail for instances where this
directive is unclear or has not been updated to reflect a revision to Government Auditing
Standards. This supersedes IG-7218, dated February 17, 2014.

PHYLLIS
FONG

Digitally signed by PHYLLIS
FONG
Date; 2022.02.23 19,33;45
-05'00'

PHYLLIS K. FONG
Inspector General

February 2022
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A.

BACKGROUND

Pursuant to the Inspector General Act of 1978, 5 U.S.C. app. 3, §§ 1-13, as amended,
OIG has established a management decision process. Departmental Regulation (DR) 1720-1,
Audit Follow-up and Management Decision, issued November 2, 201 1, sets forth related U.S.
Department of Agriculture (USDA) policies, definitions, responsibilities, and procedures.
DR 1720-1 provides actions required once an OIG audit report is issued and management
decision has been reached for corrective actions taken and/or planned to fulfill audit
recommendations within USDA to final action. 1 In addition, DR 1720-1 defines monetary
categories for findings, outlines responsibilities for OIG and agency officials for reaching
management decisions on recommendations, and assigns the Office of the Chief Financial
Officer (OCFO) the responsibility for monitoring and tracking final action.
B.

DEFINITIONS
1.

Agency Management Response. An official response provided by the entity
addressing the reported recommendation. Agency responses must include the
following:
•

A plan of action to be taken for each recommendation and proposed
completion dates for implementation of each corrective action.

•

A copy of the bill for collection for amounts owed to the Government and
documentary support that the amounts have been entered as a receivable
on the agency's accounting records.2 If final action has occurred, evidence
of collection would suffice. In certain unique circumstances, such as loans
made to borrowers for improper use, accounts receivable cannot be
established until the borrower's appeal rights have been exhausted. For
final action under these circumstances, require the agency to provide
evidence that an accounts receivable has been established, disallowed
costs have been collected, or disallowed costs have been modified during
the appeals process.

•

Justification for any recommendation and/or monetary amount not
considered valid.

•

A written agreement for the reported monetary results amount coded as
"recovery recommended" (detailed in Exhibit A of the audit report). If an

r b)(7)(E)

2 ~b)(7)(E)

b)(?)(E)
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acceptable time-phased corrective action plan has been proposed by
management but agreement has not been reached on the monetary results,
the recommendations containing the monetar results in Audit's
mana ement information s stem (bl(7 l(El
b)(7)(E)
ill continue to be
classified as unresolved.
2.

Engagement. A work project in the Office of Audit that generally results in a
written product. These engagements are typically classified as an audit, review,
attestation, inspection, or nonaudit service.

3.

Engagement Product. A written narrative produced as a result of an engagement.
Generally referred to as an audit report but could be in other forms (review,
opinion, compilation, evaluation, etc.).

4.

Entity. Typically a USDA agency or office but can also be any other USDA
organization, such as a mission area or the Office of the Secretary. In Office of
Audit lexicon, the entity is commonly referred to as the auditee.

5.

Final Action. The completion of all corrective actions and receipt ofrequired
documentation (as applicable) as specified in the Achievement of Management
Decision Form. OCFO has the responsibility to determine final action for
recommendation(s) where OIG has agreed to management decision. OCFO will
evaluate agency-provided documentation to support corrective actions
taken/planned to determine if final action has occurred.

6.

Interim Report. A stand-alone report of issues that need the immediate attention
of agency management prior to the completion of the engagement. Based on the
agency's response to recommendation(s) made, management decision may be
reached for the recommendation(s) within the interim report before the audit
report is issued.

7.

Management Decision. The state of a reported recommendation when OIG agrees
with agency management's response to the subject recommendation.
Management decision includes agreement with the plan of corrective action(s)
taken and/or planned, the proposed completion dates for planned corrective
action(s), and actions for each reported recommendation. It can also be achieved
directly through the enactment of final action.
A management decision cannot be considered achieved until OIG concurs or until
a final determination is rendered by the Departmental Audit Follow-up Official
(currently the Deputy Secretary) in cases of dispute. The effective date of the
management decision is the date of OIG's correspondence to the agency
expressing acceptance.

4
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8.

C.

Official Draft Report. OIG engagement product formally provided to agency
management for official written response to findings and recommendations.

POLICY

b)(?)(E)

7

OIG staff will review decide and rocess mana ement decisions timely. ....
r b_l<_l_
<E_) _ _ ____,
(b)(7)(E)
enerally, OIG should not
accept management decisions if any of the circumstances below apply:
1.

The proposed action(s) do not specifically meet the recommendations. However,
if alternative actions put fo11h would correct the causes of the conditions noted in
the engagement product, they may be accepted.

2.

The proposed action(s) are not permanent in nature. For instance, ifregulatory
change is needed, do not accept any interim action such as an administrative
notice having an expiration date. This does not preclude accepting interim actions
or mitigating measures that meet the intent or nature of the recommendation. For
instance, management may elect to immediately implement controls to address a
recommendation while the change is made effective administratively.
Additionally, mitigating actions may be presented for management decision while
a legislative change is proposed. These actions would be considered acceptable
and the management decision document should reflect the interim nature in
relation to final action.

3.

The proposed action(s) will take more than 12 months to implement. If corrective
action is long term in nature, such as major changes to automated systems, an
interim measure should be put forth by management to minimize the adverse
condition during the corrective action period.

4.

The proposed action(s) require further study or examination of the issues
presented in the audit report. For example, if corrective action(s) may be
contingent upon study results, neither a commitment to implement the
engagement product recommendations nor the timeframes for implementation
would have been obtained. In these circumstances, the recommendations should
remain open until a detailed time-phased corrective action plan has been
formulated.
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5.

Written agreement on the monetary results amounts classified as "recovery
recommended" reported in Exhibit A has not been reached. And, agreement on
monetary results amounts classified under other terms has not been reached.

In order to ensure proposed auditee actions are sufficient to fully address
recommendations, OIG needs to specifically state how we want the auditee to meet final action.
This specificity will ensure that both the auditee, in develop ing and fulfilling its con-ective action
plan, and OCFO, in its monitoring role, fully understand what specific steps must be taken.
The management decision process for Interim Reports is addressed in IG-7401, Interim
Reports. The timeframes related to the management decision process for interim reports are
shorter. Refer to IG-7401 for specific timeframes.
D.

PROCEDURES

Management's response for each reported recommendation in an official draft report is
normally requested 30 days from the date of the report issuance.
The work unit responsible for making the recommendation will evaluate the response to
determine whether the response addresses the recommendation and OIG accepts the management
decision. The Assistant Inspector General for Audit (AIG/A) will sign all management decision
correspondence. Timeframes, responsibilities, and procedures for achieving a management
decision are outlined below:
1.

Management Decision Accepted for One or More Recommendations . Within 30
days of receipt of the agency's reply to an official draft report, OIG will take the
following actions:
a.

The work unit responsible for the engagement will prepare a confirmation
memorandum to the agency (cc: to OCFO) conveying OIG's acceptance
of the agency's management decision. The memorandum will advise the
agency of the following:
(l)

The recommendation(s) for which management decision has been
reached between OIG and the agency. A copy of the agency
response, OIG's memorandum, and the Achievement of
Management Decision Form are provided to OCFO.

(2)

To follow internal agency procedures in forwarding final action
con-espondence to OCFO.

(3)

That final action on the management decision should be completed
within 1 year of the date of the management decision to preclude
being listed in the Department's Performance and Accountability
Report per Departmental Regulation 1720-1.
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2.

b.

Work units will prepare the Achievement of Management Decision Form
for all recommendations for which management decision has been newly
achieved (see Exhibit A). Where space permits, multiple
recommendations and the associated management decisions/OIG position
can be described on a single form. If the agency provides a single
corrective action that would fulfill multiple recommendations, the
recommendations should each be restated and followed by the agency
response and OIG's position, the estimated (or final) completion date, and
if final action has not been taken, a description of the actions and/or
documents necessary to achieve final action.

c.

In cases where the recommendation and the agency' s response (that
resulted in management decision), in the audit team' s judgment, leave
absolutely no doubt as to what actions are to be (or have been) taken and
when, this requirement can be met by simply stating, For Final Action,
provide documentation to OCFO that the (agreed upon actions) have been
taken. If not, greater specificity is needed.

d.

The applicable work unit will transmit the memorandum and the form to
the auditee and OCFO.

e.

When management decision is achieved through the agency management
response to the official draft report, the Achievement of Management
Decision Form(s) for these recommendations shall be prepared and
presented with the final report for signature. Care should be taken to
ensure the management decision correspondence (confirmation
memorandum and the Achievement of Management Decision Form) is
issued after release of the final report when management decision has been
accepted for at least one or all of the report's recommendations. In that
situation, the date on the Achievement of Management Decision Form(s)
should correspond to the date of the report.

f.

Kb)(7)(E)
!
Prepare documents for ~L- - - - - - - - - - ~iand input and ensure
the accuracy of information entered.

g.

_E_l _ _ __,
Work units will include all correspondence i~~(b_l<_l<

7

Management Decision Not Accepted for Recommendations.

If agreement cannot be reached through correspondence or by telephone,
meetings with entity personnel should be arranged. If at any time the work unit
and entity reach an impasse or if the reply is not received in a timely manner, the
matter should be referred immediately to the next higher management official
level, if appropriate.

7

February 2022

IG-7218
Change 5
Within 30 days after receipt of the agency reply for an official draft report, OIG
will take the following actions:
The work unit responsible for the engagement will prepare a confirmation
memorandum to the agency (cc: to OCFO). The memorandum will
convey a rebuttal or explanation of the reasons for disagreement, the
actions needed to reach agreement, any actions to correct the condition(s),
and/or recommend meetings with the auditee. If needed, additional
information should be requested within a specified timeframe (usually 15
days).
The actions that are set forth below are guidelines only; the actual actions
and timeframes to be undertaken are a matter ofjudgment contingent upon
the underlying circumstances precluding or impairing resolution. Work
unit directors should consult with Office of Audit senior management to
develop the appropriate course of action for each individual engagement.
Within 90 days after report release, the following actions should be taken:
Work units are to alert the applicable Deputy Assistant Inspector General
for Audit (DAIG/A) of the absence of management decision and, if
needed, enlist assistance in dealing with the agency in an effort to achieve
management decision.
Within 120 days after report release, the following actions should be taken:
a.

Work units are to prepare and transmit to the applicable DAIG/A an
engagement decision paper addressed to the agency head (see Exhibit B).
The engagement decision paper should set fo1ih both the OIG and agency
management positions and include any documentation that may assist in
resolving the disagreement. A transmittal memorandum should be
prepared for the AIG/A's signature and forwarded to the agency head.

b.

As necessary, the applicable DAIG/A is to schedule a meeting to discuss
the matters with the agency head. The meeting should normally be held
within 15 days after the engagement decision paper was sent to the
agency. If management chooses to reply in writing in lieu of a meeting,
the reply should be requested within 15 days.

Within 135 days after report release, the following actions should be taken:
Work units are to update the engagement decision paper to reflect any new
information obtained from the agency head and forward it to the
applicable DAIG/A. A transmittal memorandum should be prepared for
the AIG/A's signature to the appropriate Under or Assistant Secretary, and

8
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a written response should be requested or meetings held within 10 days. A
copy should be sent to the agency head.
Within 150 days after report release, the following actions should be taken:

3.

a.

If a satisfactory solution cannot be reached, the work unit is to update the
engagement decision paper to elevate matters to the Departmental Audit
Follow-up Official, currently designated as the Deputy Secretary.

b.

The work unit is to transmit the engagement decision paper signed by the
Inspector General to the Deputy Secretary with copies to the applicable
Under or Assistant Secretary and the agency head. The Deputy Secretary
will render the Department's final decision.

c.

Immediately upon learning that a previously agreed-to management
decision has not been or will not be complied with (through notification
from OCFO or through other sources, such as engagement follow-up
activity), the process is to be reinitiated at the appropriate agency level.

Changes in Management Decision
OCFO may transmit to OIG agency requests to change agreed upon management
decisions. These requests should be reviewed for adequacy. If the proposal is
accepted, the timeframe for achieving final action (12 months from the date of the
original management decision) should generally remain unchanged. This
correspondence is also signed by the AIG/A.

END
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AUDIT
Engagement Planning, Programs, and Supervision

APPROVAL/TRANSMITTAL
This section has been updated to reflect changes due to revisions to Government Auditing
Standards issued by the U.S. Government Accountability Office and the Expectations for Audit
Assignment Management issued by the U.S. Department of Agriculture (USDA), Assistant
Inspector General for Audit (AIG/ A).
OIG personnel shall follow the procedures in this directive, which incorporate and supplement
Government Auditing Standards. Government Auditing Standard5 will prevail if this directive
and Government Auditing Standards appear to disagree. Government Auditing Standards also
prevail for instances where this directive is unclear or has not been updated to reflect a revision
to Government Auditing Standards.
This supersedes IG-7314, dated September 12, 2007. Remove and destroy previous editions.

Signed By the JG on 4-23-2014

PHYLLIS K. FONG
Inspector General

April 2014
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A. BACKGROUND

Government Auditing Standards (GAGAS) requjre that audit engagements be adequately
planned and properly supervised. The planning process should address how the audit objectives
are to be attained while establishing a balance between the scope of the audit engagement and the
required timeframes and staff days to ensure optimum use of resources. Audit engagements may
include survey steps to solidify the need for the engagement and to form the basis for
establishing the audit approach.
Effective supervision is the most important element of OIG's system of quality control to
ensure compliance with standards and directives. It is the auditor's responsibility to become
familiar with GAGAS and other professional standards, as applicable. Individual employees
must also maintain a working knowledge of the current OIG directives needed to cany out their
assigned duties.
B. DEFINITIONS
1. Audit Documentation. Constitutes the principal record of work the auditors performed in
accordance with standards and the conclusions that the auditors have reached. Audit
documentation should contain a description of the work performed, the findings,
conclusions, and recommendations the auditors have reached. The quantity, type, and
content of audit documentation are a matter of the auditors' professional judgment. Audit
documentation is an essential element of audit quality. The process of preparing and
reviewing audit documentation contributes to the quality of an audit. Audit
documentation serves to (1) provide the principal support for the audit product, (2) aid
auditors in conducting and supervising the audit, and (3) allow for the review of audit
quality.
Terms such as working papers, work papers, and evidence are synonymous to audit
documentation.
2. Audit engagement. A work project in the Office of Audit which generally results in a
written product. These engagements are typically classified as an audit, review, or
attestation.
3. Audit product. A written narrative produced as a result of an audit engagement.
Generally refened to as an audit report, but could be in other forms (review, opinion,
compilation, etc.).

4. Engagement Work Program. An approved detailed list of audit steps, procedures,
instructions, methodologies, or guidance for the conduct of an audit engagement. The
detailed list is an electronic product created in the system of record for audit
documentationfb)(7)(E)

I

5. Program. The subject of the audit. The term encompasses government entities,
organizations, governmental programs, activities, and functions.
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!The audit documentation suite employed by Audit as the system of record
for all audit engagements.

6. l(b)(?)(E)

7. General controls. The policies and procedures that apply to all, or a large segment of, an
entity's information systems. Includes controls related to security management, physical
and logical access, configuration management, segregation of duties, and contingency
planning.

8. Application controls. Sometimes referred to as business process controls, these are
incorporated directly into computer applications to help ens me the validity,
completeness, accuracy, and confidentiality of transactions and data during application
processing. This term includes controls that cover input, processing, output, master data,
application interfaces to other systems, and data management reconciliation.
C. POLICY
All audit engagements will be planned in accordance with GAGAS, this directive, and IG7211, Audit Planning. Financial engagement work programs and plans are prepared in
accordance with I G-7315, Financial Audits - Audit Reporting. Additionally, the engagement
work program, an essential and required piece of audit documentation, must be prepared in
accordance with IG-7215, Audit Documentation.
Engagement work programs must be developed and audit engagements must be supervised in
accordance with this directive, which incorporates and supplements GAGAS. Employees must
also be familiar with Expectations for Audit Assignment Management issued November 22,
2011, and engagement managers must supervise and conduct the engagement in accordance with
the document.
Engagement work programs must be formulated usin the current "OIG Audit Program
directory. Prior to
Template" (generic term) that is available in the (b)(?)(E)
initiating an audit engagement, the work shall be adequately planned and coordinated through the
development and approval of an electronic engagement work program that provides:
1. A systematic series of audit steps, procedures, and methodologies (including any
sampling methodologies) to be communicated to assigned staff members.
2. A systematic basis for assigning work to audit staff.
3. The basis for a record of work performed.
All engagements must be supervised in accordance with GAGAS using the procedures and
guidance provided in this directive.
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D. PROCEDURES FOR ENGAGEMENT PLANNING
Engagement planning encompasses several different elements of the audit process. These
include objective, scope, methodology, staffing, timing, and the unique aspects of each specific
engagement. Each of these aspects must be examined first individually, then collectively, in
order to formulate an overall plan that will result in an engagement that maximizes results,
ensures the prudent use of resources, fulfills mandatory requirements, and provides management
with timely assistance.
Auditors must adequately plan and document the work necessary to address the audit
objectives. When formulating objectives, auditors must make judgments regarding tradeoffs that
may be encountered prior to or during the audit engagement. For example, though multiple
objectives may be identified as warranting examination, they may cause the scope of the review
to become too extensive in terms of audit timing and available resomces. In this case, a
determination must be made regarding whether certain objectives can be defen-ed for a
subsequent engagement. Similarly, the scope must be closely analyzed considering the results
needed to persuade the auditee to take corrective action and the need to generate timely results.
OIG Auditors must assess the risk associated with reduced impact compared with the benefit
derived from more promptly identifying reportable conditions. The methodology of the audit
engagement could be affected by the availability or auditability of program data, which in turn
affects the objectives and scope. Availability and auditability of data must be ensured to meet
the sufficiency requirement of evidence. Similarly, actions such as corroboration with
supplemental sources must be undertaken to ensure the data are valid to fulfill the evidence
requirement of competence. All aspects of an audit engagement must be in synergy to achieve
the goal of a highly cost-effective engagement.
The survey steps of the engagement work program should validate the need for continuing
the engagement. Survey steps are essential to the overall audit process, in that they should help
conserve resources and guide the substantive testing that may occur during the audit engagement.

1. Objective
The first and most critical phase of audit planning is to establish the audit objective(s).
The objectives drive the audit engagement.
Establishing precise objectives is essential because an audit engagement without clear
objectives could result in wasted resources, delays, and/or poor quality audit products. In
analyzing possible audit objectives, auditors must consider the significance of an issue,
the availability of data and resources, and the potential for developing workable
recommendations.
The formulation of audit objectives is a complex process. Audit objectives state what the
audit engagement intends to accomplish. Audit objectives can be thought of as questions
about the program that the auditors seek to answer, based on evidence obtained and
assessed against criteria. Formulating meaningful and achievable audit objectives
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requires a clear understanding of the program, activity, function, or organization to be
audited. Audit objectives impact every phase of the audit, from the selection of scope,
methodology, and staff, to the timing and nature of audit products. Audit product
findings are generally aligned with the objectives. Therefore, it is critical that objectives
be distinct, clear, and provide for segmentation of potential audit findings.
Objectives are based primarily on the purpose of the audit engagement. Generally, the
purpose evolves from the perceived audit need. In some circumstances, however, the
audit objectives may be derived from other sources. Examples include whistleblower
complaints, legislative requirements, or internal/external requests. The basis for all
objectives must be documented.
The survey steps of an audit engagement should either confom or lead to revision of the
original audit objectives. These conclusions are generally derived from:
•

An evaluation of internal controls and the associated risks identified.

•

Preliminary evaluations and compliance tests of applicable laws, regulations,
policies, and procedures.

•

Other survey tests.

•

An evaluation of corrective action (adequacy and effectiveness) taken on material
deficiencies noted during prior audits as they apply to the planned objectives.

Once the objectives have been reaffirmed or revised, auditors must determine whether
GAGAS can be met in the performance of the audit engagement. If any of the standards
cannot be met, documentation is required to depict the issue(s), document the approval to
proceed with the audit engagement, and document the impact of deviations from GAGAS
on the audit conclusions. This would be documented via a memo to the project file and
approved by the AIG/ A or applicable Deputy Assistant Inspector General/Audit
(DAIG/A).
2. Scope

The scope is the boundary of the audit engagement and is directly tied to the objectives.
It consists of the nature, timing, and extent of substantive tests to be performed, the
period of program activity under examination, audit sites to be visited, and any
limitations in audit coverage. The scope should ensure significant matters are adequately
tested and evaluated to fulfill the objectives.
An important factor in scoping is the potential use of other auditors' work. State
auditors, for example, routinely examine State-administered Federal programs, and thus
some or all of their work may have utility. Upfront planning is necessary to facilitate this
coordination. Other possibilities exist to supplement or complement OIG's audit
engagements and should be considered where warranted. If auditors choose to rely on
the work of others, certain procedures must be performed, and GAGAS provide
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provisions regarding the work of others. At a minimum, auditors should perform actions
such as obtaining evidence of other auditors' qualifications and independence, and
determining the sufficiency, relevance, and competence of other auditors' evidence.
Auditors should make arrangements to obtain and review the audit documentation of
other auditors to provide the necessary assurances in accordance with GAGAS.
Decisions about audit scope should be based on such factors as:
a. The most ctment profile data of program transactions (the program universe
needs to be considered to identify the population that receives the
preponderance of program assistance).
b. Adequacy of internal controls as determined during the survey steps.
c. The risk that noncompliance with laws and regulations could occur.
d. Extent of impact needed to persuade management to implement con-ective
actions.
e. The reliability of computer-processed data.
f. Availability of staff and other resow-ces (e.g., travel funds).

g. Time constraints regarding when the audit results are needed.
h. Issues of interest to management.
1.

Coordination with OIG's financial audit activity to determine if testing can be
performed to facilitate that effort and/or if financial audit results can be used in
the planned performance audit. Care should be exercised to avoid duplication of
work.

If non-statistical selection criteria are used, the scope should provide supporting
information on how the specific locations, or other selection units, and specific
transactions were selected. Any bias influencing non-statistical selections must be clearly
stated. For purposes of this section, the term "bias" represents employing selection
criteria where problems are known or perceived, like poor management, historical
program deficiencies, lack of past management corrective action, etc.
If judgment is used to select transactions for testing, the scope should explain the criteria
that guided the auditors' selections and the volume of items that should be tested in
relationship to the universe, e.g., "We selected the 20 largest transactions for review out
of a universe of 140 transactions." If criteria cannot be provided, the audit
documentation must include a nan-ative explanation that discloses how transactions were
selected.

7

April 2014

IG-7314
Change 7
The applicability and use of advanced techniques (e.g., statistical sampling, computer
matching, and data analytics) need to be assessed for each audit engagement. For audit
engagements that are nationwide/multiregional in scope, auditors should consider using
statistical sampling in order to provide quantitative evidence regarding the operation of
the program as a whole. Auditors should consult with OIG statisticians and use care in
the development of, and the decision to adopt, a sampling methodology. The cost benefit
of applying statistical sampling should be considered. All sampling methodologies are
subject to the applicable provisions of IG 7323, System of Quality Control.
In addition, auditors must determine and document the need to assess the reliability of
computer-processed data in order to fulfill the audit objectives. The validity of computerbased data must be assessed if their reliability is crucial for accomplishing the audit's
objectives, or if the audit engagement's purpose is to evaluate a management infmmation
system. An audit engagement that seeks to evaluate a system should normally also
include an evaluation of the general and application controls. See the Government
Accountability Office's (GAO) guide, Assessing the Reliability of Computer-Processed
Data (GAO-09-680G), issued July 2009, and the Federal Information System Controls
Audit Manual (GAO-09-232G), issued February 2, 2009, for additional guidance.
If compliance with laws and regulations is an audit objective, auditors should first
evaluate the reasonableness of the requirements. In other words, auditors should consider
questions such as "Does the requirement make sense?" and "Is there a better way to
achieve the program goal or to improve economy and efficiency?" Traditional
compliance auditing should be considered subordinate to, although in support of, an
assessment of the adequacy of the program criteria.

GAGAS require that, in planning the audit, auditors should assess the risk of fraud, 1
abuse, and/or illegal acts occurring that are significant within the context of the audit
objectives. When auditors identify factors or risks related to actual or suspected fraud
that they believe are significant within the context of the audit objectives, they should
design procedures to provide reasonable assurance of detecting such fraud.
Auditors must also determine whether GAGAS can be met in the performance of the
audit engagement. If any standards cannot be met, documentation is required to depict
the issue(s), document the approval to proceed with the audit engagement, and document
the impact of deviations from GAGAS on the audit conclusions. Additionally, the audit
product must disclose any departures from GAGAS or scope limitations.
3.

Audit Methodology
The methodology describes the nature and extent of audit procedures for gathering and
analyzing supporting audit documentation to address the audit engagement objectives.
Methodology generally relates to the techniques used to gather supporting audit
documentation and the types evidence relied upon (documentary, testimonial, physical,

1
Fraud is a type of illegal act which involves obtaining somethjng of value through willful misrepresentation. Whether an act is,
in fact, fraud is a determination to be made through the judicial or other adjudicative system and is beyond auditors' professional
responsibility.
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and/or analytical\ Audit conclusions are most frequently supported by documentary
evidence. Reliance on physical evidence (such as the observation of inventory),
analytical evidence (like ratio analyses of financial data), or testimonial evidence (such
as interviews of agency employees) should be disclosed in the methodology statement.
To achieve audit objectives, auditors need to perform tests and procedures designed to
obtain sufficient, appropriate supporting audit documentation that will provide a
reasonable basis for their opinions, judgments, and conclusions regarding these
objectives.
The criteria used to formulate the basis for audit testing need to be clearly expressed in
the methodology. This is critically important when auditors, not management, develop
the criteria. Explanations should emphasize references from authoritative sources to
show why the criteria are reasonable, logical, feas ible, and appropriate.
3

OIG must plan the audit to reduce audit risk to an appropriate level for the auditors to
4
obtain reasonable assurance that the evidence is sufficient and appropriate to support
the auditors' findings and conclusions. Planning is a continuous process throughout the
audit. Therefore, auditors may need to adjust the audit objectives, scope, and
methodology as work is being completed.
The audit engagement should be designed to compile data needed to fulfill all reporting
requirements.
4. Engagement Management

The audit process must be planned at the outset to ensure successful completion.
a. Timing
Estimated time and timeframes to perform the audit engagement need to be
established; these must be substantiated as to how they were derived. Use the criteria
from the Expectations for Audit Assignment Management. Discuss with the
appropriate Headquarters division if past experience in performing similar
engagement or analyses of program variables (e.g., the transaction volumes of county
offices selected for review) make the AIG/A's expectations unreachable5 . If survey
time is approved by the DAIG/A, the engagement team has 45 calendar days to
conduct the survey work following the entrance conference. GAGAS state that to be
2

Analytical evidence is not a type of evidence, but actually analysis performed on/using documentary evidence.
Audit risk is tJ1e possibility that tbe auditors' findings, conclusions, recommendations, or assurance may be improper or
incomplete, as a result of factors such as evidence that is not sufficient and/or appropriate, an inadequate audit process, or
intentional omissions or misleading information due to misrepresentation or fraud.
4
Appropriateness is the measure of evidence quality that encompasses the relevance, validity, and reliability of evidence used for
addressing the audit objectives and supporting findings and conclusions. Sufficiency is a measure of the quantity of evidence
used for addressing the audit objectives and supporting findings and conclusions.
5
If a determination is made that ex ectations are unreachable, confirm with AIG/A and applicable DAIG/A and document the
determination and confirmation in (b)(7)(E)
3
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of maximum use, the audit product needs to provide relevant information in time to
respond to the needs of officials of the audited entity, legislative officials, and other
users. Likewise, the information provided in the audit product needs to be current.
Therefore, auditors should plan for the appropriate issuance of the audit product and
conduct the audit engagement with these goals in mind. At the completion of the
survey phase, the engagement team will brief the AIG/A, applicable DAIG/ A,
Headquarters Director, and staff.
b. Staffing
GAGAS require that the staff assigned to perform an audit engagement must
collectively possess adequate professional competence for the tasks required.
Supervisors (including the Assistant Director, Team Leader, or designated Senior
Auditor) need to ensure that assigned staff have the essential skills that match those
necessary to fulfill a particular audit mandate or scope. Audit rnanagement6 should
also satisfy itself that assigned staff members clearly understand their individual
tasks, responsibilities, and objectives before starting the work. Supervisors must
ensure that less experienced staff members will be provided sufficient on-the-job
training during the course of the audit engagement.
Audit management must take such steps, as are necessary, to ensure the independence
of assigned staff. Moreover, if consultants, experts, and/or specialists (to include
USDA personnel, where applicable) are used, reasonable assurance regarding their
proficiency and independence must be obtained. For example, a statistician shall be
involved in the planning and analysis of any audit engagement involving the use of
statistical sampling per IG-7323.
The issuance of the assignment letter marks the beginning of work on an audit
engagement. To make full use of staff resources, almost all of the engagement team
needs to be ready to begin work on the new assignment when an assignment letter is
7
issued. To meet this objective, once a draft audit product is issued, non-supervisory
engagement team members should end full-time participation in an ongoing project to
be ready to start their next scheduled assignment.
c. Audit Seminar
If a Director or Assistant Director determines a seminar is to be held, it should be
designed to provide all auditors a full and complete understanding of the audit issues,
objectives, and procedures.

6

Audit management is defined as the AIG/A, DAIGs/A, Directors, and Assistant Directors.
For this directive and passage, a supervisor is characterized as audit staff performing the Assistant Director, Senior Auditor,
Auditor-in-Charge, or Team Leader role or someone who has been informed by management that they are performing these roles.
Many times, the Assistant D irector performs both the supervisory and managerial role for an engagement.

7
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d. Internal/External Communication
Interaction within OIG and with agency and/or other outside officials is essential to
ensure the audit process is conducted as planned.
(1)

Legal advice, consultations, and/or opinions are to be obtained, as needed, at the
beginning and throughout the course of the audit engagement. If this
information is to be used to support an audit conclusion, it must be obtained or
confirmed in writing. If a written opinion is not likely to be readily forthcoming
in a timely manner, a memorandum of conversation should be prepared and sent
to the attorney with a request for written concurrence.

(2)

Questions concerning the audit criteria must be resolved, in writing, with
agency management prior to the start of the engagement.

(3)

All contacts with the OIG Office of Counsel, Office of Management and
Budget, USDA' s Office of the General Counsel, or Congressional staff must
first be coordinated with the responsible DAIG/A through the appropriate
Headquarters division.

( 4)

Provide written notification to the agency that will be audited. Auditors should
communicate the specific nature as well as general information concerning the
planning and conduct of the audit engagement, how the audit results will be
reported, and information the agency may need to understand the objective,
timeframes, and any data needs.
Agencies will be notified of the audit engagement by a memorandum (standard
engagement letter). Within 2 weeks of opening the audit assignment in the
management information system, the applicable DAIG/A will sign the standard
engagement letter to the auditee(s), which should contain the following:
(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)

U)
(k)

Title.
Objectives.
Scope and methodology, including sites to be visited, if known.
Request for management reviews/studies.
Request for status of regulatory changes.
Estimated or known start and completion dates.
Responsible OIG work unit, with names and telephone numbers of
principals.
Request for agency engagement contacts.
Request for information or data that the agency should provide to
facilitate the engagement (prepared by client (PBCs) or other audit
requests) as an attachment to the memorandum.
Identification of any special arrangements or procedures that will be
used to facilitate the engagement, if applicable.
Request for working space, systems, or internet access, and other needs,
if applicable.
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(l)

(m)
(n)

(o)
(p)

Solicitation of agency input regarding audit coverage and other issues of
interest.
Statement that OIG will contact the agency to arrange for an entrance
conference, if applicable.
Discussion of possible outcomes of the engagement, i.e., issue audit
report, issue no-finding report, or possible interim report.
Reference to DR-1700-2 for explanation of the respective responsibilities
of the auditee and OIG.
Request that the a uditee be prepared to discuss internal control objectives
and techniques.

The engagement letter will generally be transmitted prior to the beginning of field
work. This enables the audit liaison to notify appropriate staff to solicit their
input. Tailor the engagement letter to the assignment; a general version without
engagement specifics is not permitted.
(5) The entrance conference is a critical vehicle to collaborate with the auditee's
management. Following Expectations for Audit Assignment Management, most
entrance conferences will occur within 4 to 5 weeks of opening an assignment.
The discussion at the entrance conference should center on the audit
engagement's scope, objectives, methodology, program criteria, and potential
recommendations. Request the auditee's management to provide input during the
conference regarding the timeliness of audit results (factors that could potentially
impact the timeframes of the audit engagement), and all known or suspected
program weaknesses, including any fraudulent activities.
A memorandum to the auditee may be warranted to f01mally confirm key
assertions made by the auditee' s management (like interpretation of program
criteria) or other unique agreements/arrangements.

It is expected that the engagement team will initiate fieldwork with the agency
immediately after the entrance conference.
(6) Agencies should be notified if significant changes are made to the audit plan

(objectives, scope, methodology, and timing) during the course of the audit
engagement. A change in scope or objectives would result in meeting with
agency management to communicate and discuss the change.
(7) Agencies should be kept fully apprised of audit results once they have been

solidified. Interaction should be ongoing throughout the process. An essential
segment of audit reporting is the auditee's explanation as to why the condition
found existed. This can only be gleaned by posing the critical question of
"Why?" (or "Why not?") to officials at the appropriate operating level. If
appropriate, the action addressee, to include officials at the Under Secretary or
Administrator level, should be updated during the course of the audit. Keeping an
auditee informed during the entire process should also help to reduce the agency
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management's response time to the audit product, because it will already be fully
versed about the issues. Interim reports are another method of promptly alerting
management to problem areas. 8 Agencies should also be informed if audit
numbers are changed to facilitate their tracking of the audit engagements.
(8) An exit conference should be held with the auditee to discuss the findings,
conclusions, and recommendations disclosed in the discussion draft. Corrective
actions needed to address the recommendations should be discussed, and
agreement with the monetary results appearing in any exhibits of the report should
be sought.
(9) If probable cause has been established that illegal acts may have occurred,
auditors are to notify their supervisors for eventual refen-al to Investigations, or
other specialists.
E. PROCEDURES FOR PREPARATION AND CONTENT OF ENGAGEMENT WORK
PROGRAMS
(E_) _ _ __.
Auditors will generate electronic engagement work programs using l._
(b_)(7_l_
Engagement teams will use the "OIG Audit Program Template" (generic term) that is available
in thefbl(7)(E)
directory to create en a0 ement work pro~rams. This template
formsr....
(b-)(7_)_
(E,) -,-----,--.....,..,.=-----,--'
consolidates and compiles information entered into b)(?)(E)
into an acceptable, tabular engagement work program format that requires minimal modification.
This format will serve as the engagement work program for all executable portions of the audit:
creation, approval, execution, and documentation.

I

Engagement teams will not ex end significant resources to reformat or improve the
appearance of the b)(?)(E)
en a ement work ro ram. Auditors will not convert
the b)(7)(E)
Additionall , the a udit step indexation will follow
b)(?)(E)
Lr.:-:-==-----------~---~~----,
(b)(7)(E)
o other indexation is permitted.
Engagement teams will provide the engagement work program in l(b)(?)(E)
Ito the
applicable Headquarters division at least 5 calendar days prior to the entrance conference for
review and comment. It is the engagement team's responsibility to alert Headquarters staff that
an engagement work pro ram is read for review. The engagement work program should
i.e., signed-off by the AIG/ A as reviewer) no later than 7
normally be finalized in (b)(?)(E)
calendar days following the entrance conference.
A formatted cover page is no longer used. The AIG/ A approval will be documented via signoff as the reviewer on the engagement work program in i<b)(?)(E) lfhe certification of Statement of
Work Performed will be documented in the General Administrative steps. Also note that
engagement work programs no longer include a table of contents.

8

All interim reports shall be utilized in accordance with IG 7401. Interim Reports.
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1. Definition of Terms
Engagement work programs should define and explain abbreviations, acronyms, and/or
unusual terminology unique to the auditee. A definitions listingf, if neelded, may be
presented as an attachment to the engagement work program in b)(?)(E)
2. Audit Plan
b)(?)(E)

d. Audit Approach
This section documents information mentioned in this directive relating to audit
control points, audit staff and schedules, audit documentation requirements, and
duties and responsibilities.
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e. Audit Reporting
This section documents the expectations regarding reporting findings and the use of
interim reports. It mandates the use of the relevant directive for audit reporting.
f. Milestones

This section is compiled from thej<b)(?)(E)
!listing. These mil-~e-s t_o_n_
e_d,....a-te_s_·p_a_r_a1=1.. .,e1=-t..,. h_e_d,....a-te_s_·d..,..e_s_c....,ri,.,...b_
e.. .,.d. ,.in-----,th=-e- ~
j<b)(7)(E)

Expectations for Audit Assignment Management.
3. Audit Procedures - General Administrative
All engagements must contain the General Administrative Steps as documented in the
"OIG Audit Program Template" (generic term). In order to ensure consistency and

standardization across all audit engagement work programs, engagement teams will
not change these steps or deviate from the steps within the template.
4. Audit Procedures Other than General Administrative
Engagement work programs should provide sufficient written instruction and guidance
for the audit staff to perform the audit engagement as planned and accomplish the
objectives. Audit procedures may encompass one or more sections of the engagement
work program, depending on the scope and approach of the audit engagement.
Engagement work programs must include a summary for each Component Group folder.
Additionally, in the Procedure Summary, auditors are required to summarize the results
of the procedures steps within that Procedure Summary in a separate procedure step titled
Summary of Audit Results.
The detail required in the presentation of audit procedures depends primarily on the
complexity of the audit engagement and the experience of the audit staff. Audit
procedures should be written so they are clearly understood by the least knowledgeable
member of the engagement team. 9 Audit procedures should be developed in sufficient
detail for all staff members to successfully accomplish the objectives of the procedures
without restlicting the staff's initiative and ability to identify issues not addressed in the
engagement work program. Audit engagement work programs should include the
following components:
a. Logical order or hierarchy for audit steps (i.e., the engagement work program steps
could be designed in a cascading manner, such as examining the national office, then
9

The level of detail in engagement work programs is measured with the assumption that all engagement staff are knowledgeable
of the audit topic and have performed adequate preparation steps that may include reading all background materials, attending a
pre-audit workshop/conference, or conducting a walkthrough. The engagement work program, and its related level of detail,
does not replace inadequate engagement planning or preparation.
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State offices, test locations, test file-sampled items, etc.). This should be considered
and planned before steps are entered into the Procedure Forms.
b. The Purpose tab should be the test, task, or objective of the step. The Conclusion tab
should adequately document the results of the Purpose, in essence answering the
question or documenting the summation of the result.
c. A description of the sampling technique, statistical/non-statistical selection
methodology, task, review, evaluation, or analysis applied.
d. For internal controls, an assessment of whether internal control has been properly
designed and implemented. For those internal controls that are deemed significant
within the context of audit objectives, auditors should plan to obtain sufficient,
appropriate audit documentation to support their assessment about the effectiveness of
those controls.
5. Other Requirements
Audit engagement work programs should also include:
a. Any special or unique requirements and instructions dealing with such functions as
audit oversight, supervision, pro forma document requirements, pre-designed
computer applications, and audit document preparation.
b. Stipulations that audit staff are to fully understand the program area to be audited, the
audit objectives, and continuaJly assess the appropriateness/productivity of the audit
steps, procedures, methodologies, and costs/benefits of the related results.
c. Guidance on the treatment and handling of testimonial evidence. Statements critical
to the audit engagement should be coIToborated by checks of records and physical
tests, in order to permit reporting based on these facts rather than the oral evidence. If
coIToboration via documentation is not possible, written representations should be
obtained. Testimonial evidence should not be relied upon, in any case, if there is
concern that the individual was not fully knowledgeable or was biased. Nonetheless,
where individuals' statements are used to support a finding, it is important to specify
that the source was testimonial. In addition, if experts are used, written certifications
that the results of their work are true and accurate must be obtained if the results are to
be used to support audit conclusions.
d. Supporting information and documents may be attached to the engagement work
program when appropriate. For example, audit locations, informational charts and
tables, pro-forma documents, etc., may best be presented as attachments. The
attachments should be descriptively titled.
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The appropriate Headquarters division should be actively involved in the development,
review, and critique of engagement work ro rams. The approval of engagement
work programs will be performed in b)(?)(E)
The AIG/A will approve all
engagement work programs by signing off as the reviewer in fb)(7)(E)
trhe
division is responsible for recommending to the AIG/A whether signature is
warranted. The applicable DAIG/A or Director may sign engagement work programs
as delegated by the AIG/A.
Subsequent to the entrance conference, the engagement work program may be
modified to reflect any changes arising from discussions with the auditee's
management. If substantive changes are made, the engagement work program will be
resubmitted for sign off by the AIG/A.
f b)(?)(E)

~hould be used to store and manage recurring procedure steps to increase

efficiency.
F. PROCEDURES AND CONTENT OF SURVEY PHASE INPUT TO ENGAGEMENT
WORK PROGRAMS (if needed)
Not all engagements wan-ant a survey phase. If the engagement is one where auditors will
need time to develop their understanding of the area under review, the use of survey time must
be approved by the applicable Deputy AIG/A and completed within 45 calendar days.

If an audit engagement requires a survey phase, a draft engagement work program will be
provided to the applicable Headquarters division at least 5 calendar days prior to the entrance
conference for review and comment. This engagement work program will include the standard
procedures included as part of all programs, and the procedures to accomplish the survey phase
(familiarization, identification, planning, and testing).
A significant aspect of the survey phase is a preliminary identification and evaluation of
internal controls as they relate to the audit objectives. The survey process should include, but not
be limited to, the following phases.

1. Familiarization with:
a. Agency or program objectives.
b. Legislative history, Jaws, regulations, legal opinions/decisions, and agency policies
and procedures.
c. Management information and accounting systems,
d. Operating procedures and delegations of authority.
e. Age of program or changes in its condition. Size and scope of the activities under
review.
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f. Organization and staffing. Pay particular attention to major reorganizations and
management changes. Where practical, the period to be reviewed should be limited
to, or at least emphasize, the tenure of existing top management.
g. Prior OIG audit, investigation, and inspection reports, as applicable.
h. Prior, current, and planned non-Federal and GAO audits, as applicable.
i. Agency-performed risk assessments, conducted pursuant to the Improper Payments
Information Act, Federal Managers' Financial Integrity Act (FMFIA), and
Government Performance and Results Act (GPRA). (Auditors must obtain copies of
such risk assessments and include them in the audit documentation. If the agency did
not perform such risk assessments, or has no documentation to support the
performance of such risk assessments, assigned auditors must notify the Assistant
Director.)

J. Agency-performed or commissioned internal and external reviews and studies, and
Independent Public Accountant reports, as applicable.
2. Identification of:
a. Areas susceptible to fraud, abuse, and waste.
b. Profile data for consideration in scoping survey and possible audit work.
c. Concerns expressed by the Secretary or the Secretary's staff, agency officials,
Congress, media, or others.
d. Major weaknesses or deficiencies disclosed by prior audits and investigations, and the
adequacy of corrective actions taken.
e. Computerized data files for which computer-assisted audit techniques could be used
to analyze program data.

f. Areas that warrant a legal opinion, interpretation, or clarification.
g. Assessable program criteria and interpretations.
3. Planning:
Develop the preliminary (survey) objectives, scope, and methodology.
4. Testing:
Determine if the agency's FMFIA report disclosed any applicable material weaknesses.
If a weakness is identified, the following steps should be performed:
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a. Assess the adequacy of agency actions by determining if:
(1) corrective actions have been initiated or are planned, and
(2) the actions underway, or proposed, appear timely and appropriate to co1Tect the
condition cited.
b. If the plan appeared adequate, test compliance with the actions taken to ensure
adherence to the plan.
Perform a preliminary evaluation of internal controls. Document key event cycles using
flowcharts and/or na1Tatives. Perform the evaluation using the following methodology:
a. Learn the system, nature, and timing of internal controls.
(1) Ask management how the system is supposed to work.
(2) Review written support (procedures, manuals, et al.) to determine if the
system is properly documented and agrees with management assertions.
b. Identify the controls to be evaluated.
c. Determine if the system, as described, will prevent, detect, or co1Tect errors/
irregularities.
d. Consider the types of errors/irregularities that could occur.
e. Identify the internal controls that could prevent, detect, or correct
errors/iITegularities.
f.

Determine if the internal controls identified above are prescribed.

g. Determine which internal controls wanant compliance testing. If internal controls
appear adequate and govern vulnerable areas or are critical to key functions,
conduct compliance tests.

If internal controls appear inadequate, there is no need to test the controls for compliance.
If the control deficiency was material, consider immediately reporting the deficiency
based upon this preliminary evaluation. If management was non-responsive to the results
of the survey steps, expand the scoping of subsequent engagement tests and use any
adverse results to support the need for improved internal controls.
Also test for compliance. For controls that appear adequate, determine if the necessary
procedures were performed, how they were performed, and by whom they were
performed.
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5. Completion of survey phase:
The engagement team has 45 calendar days to conduct the survey work following the
entrance conference. During this survey phase, the audit objectives should be solidified,
the scope and methodology confirmed, and a focus developed to meet the audit
engagement objectives. This focus includes developing additional audit procedures
based on the knowledge ained durin the survey phase. These additional procedures
and a modified engagement work program will be
will be incorporated into b)(?)(E)
generated that captures the results of the survey phase.
At the completion of the survey work, the engagement team will brief the AIG/A,
DAIG/A, and Headquarters division staff. At this briefing, the engagement team will
provide the draft modified engagement work program that will identify the areas of focus
for detailed work. At the completion of the briefing, agreement will be reached by all
parties on the focus of the audit.
7

The modified engagement work program should normally be finalized i~~
<b_l< _><_E_) - - - ~
(i.e., signed off by the AIG/A as reviewer) no later than 7 calendar days following the
aforementioned briefing. This is then considered the new official program for the
engagement.
Engagement teams will schedule a meeting with appropriate agency officials to update
them on the topics the audit will focus on. This meeting should be scheduled no later
than 7 calendar days following the agreement reached with the AIG/ A and all OIG
parties.
G. SUPERVISION
Audit supervision involves providing sufficient guidance, direction, and oversight to staff
assigned to the audit to ensure they address the audit objectives and follow applicable standards.
Supervisors must stay informed about significant problems encountered, review the work
performed, and provide effective on-the-job training. The nature and extent of the supervision of
staff and the review of audit work may vary by audit engagement and experience level of staff
assigned.
Effective supervision is essential to the successful completion of an audit engagement.
Supervision plays a key role in Audit's quality control system, as supervisors are directly
responsible for ensuring the detailed requirements of all applicable directives are met.
Supervisors should infom1 their staff not only of what work they are to do and how they are to
proceed, but why the work is being performed and what is expected to be accomplished. With
experienced staff, the supervisor's role may be more general. Supervisors are expected to:
1. When appropriate, ensure auditees are informed of impending audits, audit objectives,
scope, approach, audit sites, and estimated starting dates before fieldwork is initiated. An
exception to this may be an audit with unannounced testing so as not to impair audit
evidence.
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2. Ensure timely entrance and exit conferences are held with appropriate officials at each

audit site, and attend the conferences when appropriate.
3. Provide direction and guidance in a timely manner to ensme fieldwork is properly staffed,
organized, and conducted to successfully and timely accomplish the audit objectives.
4. Provide appropriate guidance to consultants, specialists, and contractors assisting in the
audit engagement and monitor the adequacy and timeliness of completion of their work.
5. Maintain knowledge and control of audit engagements in process through verbal or

written progress reports, remain actively involved with developing results, and keep
management timely informed of audit engagement progress, significant/sensitive issues,
the need for staffing changes or increases, and actual or potential time overruns.

6. Provide direction and guidance regarding automated audit documentation, evidence, and
hard copy evidence that may need to be treated as sensitive information and should not
leave the control and custody of OIG. Additionally, inform auditors about their
responsibility for safeguarding audit information and evidence in their possession.
10

7. Perform, document, and file supervisory reviews of audit work and audit documentation
throughout the course of the audit engagement, and upon completion, ensure the
following criteria are met:
a.

The audit conforms to audit standards.

b. The engagement work program was followed unless a deviation was justified,
authorized, and documented. (The Assistant Director/Senior Auditor will document
the com letion of the engagement work program by signing off as reviewer in
(b)(?)(E)
n the applicable Statement of Work Performed procedure step in the
General and Administrative section.) Documentation is required to depict any
deviation(s) from GAGAS, the approval to proceed with the audit engagement, and
any impact of such deviation from GAGAS on the audit conclusions.
c. Audit documentation adequately supports findings and conclusions and provides
sufficient detail to prepare a meaningful report in accordance with GAGAS.
d. The audit objectives were met. If the objectives were not met, the supervisor will
ensure that the appropriate determination was made and documented in supporting
audit documentation.
e. The audit engagement was conducted with due professional care.
f. Any issues or findings noted outside the audit scope/objectives are compiled. These
issues are discussed with management and included in the engagement file or are
10

See JG 7323 for guidance on review frequency and timing.
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documented for potential consideration/inclusion in future Annual Audit Plans.

Iii

g. The r b)(?)(E)
sting
dates are updated to reflect the current status of the audit engagement on a timely
basis. This will facilitate meeting the Expectations for Audit Assignment
Managenient.
h. The work performed, and judgment exercised by audit staff, are appraised during all
phases of the audit engagement (See Exhibit A).
Audit management also has the responsibility to ensure the detailed requirements of all
applicable directives for the engagement are met. Additionally, they have the responsibility to
ensure supervisors meet the expectations as detailed in this directive, at the engagement level,
and at the organizational level for all audit engagements in their purview.
Audit management will hold audit staff accountable using the various OIG methods and
practices for addressing performance and conduct issues in accordance with other directives.

END
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THE AUDIT PROCESS
Financial Audits - Audit Reporting
APPROVAL/TRANSMITTAL
This change completely revises and updates policy and procedures for reporting the results of
financial audits, attestation engagements, and Statement ofAuditing Standards No. 70 "Reports
on the Processing of Transactions by Service Organizations." This supersedes IG-7315, dated
September 29, 1997. Remove and destroy previous editions.

/s/
PHYLLIS K. FONG
Inspector General
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IG-7315
A.

BACKGROUND
1. Applicability

Government Auditing Standards defme two basic types of Government audits Performance and Financial. This manual section applies to fmancial statement audits,
attestation engagements, and Statement ofAuditing Standards (SAS) No. 70 "Reports
on the Processing of Transactions by Service Organizations."
2. Types of Reports
a. Draft Repmt
The preliminary write-up of the. results of an audit which provides the medium
whereby OIG exercises quality control communicates audit results and obtains the
auditee's views prior to issuance of the final repo1t. The draft reporting process
generally consists of the following phases.
( 1) Working Draft

•

The draft report prepared by the auditor and used for preparing and
finalizing the Official Draft.

(2) Official Draft
•

The referenced draft transmitted to the auditee for formal discussion with
agency officials.

b. Audit Report
The final document signed and issued containing the audited Perfo rmance and
Accountability Report (PAR) prepared by the auditee, audit opinion, and reports
on internal conh·ol structure and compliance with laws and regulations.
B.

POLICY AND PROCEDURES- FINANCIAL STATEMENT AUDIT
In communicating audit results to management officials and other interested parties,
OIG personnel shall follow the procedures in this djrective which incorporate and
supplement Government Auditing Standards and, by reference, the American Institute of
Certified Public Accountants (AICPA) standards for reporting of financial audits.
Specifically, Government Auditing Standards incorporate the following four AICPA
generally accepted standards of reporting.
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a. The report shall state whether the financial statements are presented in accordance
with generally accepted accounting principles.
b. The report shall identify those circumstances in which such principles have not been
consistently observed in the cwTent period in relation to the preceding period.
c. Informative disclosures in the financial statements are to be regarded as reasonably
adequate unless otherwise stated in the report.
d. The report shall either contain an expression of opinion regarding the financial
statements, taken as a whole, or an assertion to the effect that an opinion cannot be
expressed. When an overall opinion cannot be expressed, the reasons therefore
should be stated. In all cases where an auditor's name is associated with financial
statements, the report should contain a clear-cut indication of the character of the
auditor's work, if any, and the degree ofresponsibility the auditor is taking.
For audits of financial statements in which auditors provide an opinion or disclaimer,
auditors should report the scope of their testing of internal control over financial
reporting and of compliance with laws, regulations, and provisions of contracts or grant
agreements, including whether or not the tests they performed provided sufficient
evidence to support an opinion on the effectiveness of internal control over financial
reporting and on compliance with laws, regulations, and provisions of contracts or grant
agreements.
Agreed-upon procedures reports should contain an exhibit detailing the procedure
applied and applicable results. The report should indicate that OIG is not accepting
responsibility for the adequacy of the procedures applied.
Reports on the Processing of Transactions by Service Organizations (SAS No. 70's
"Audit Opinions and Related Findings") are to be administratively handled similar to
financial statement audits.
Rep01ts on attestation engagements should include the following assertions.
(1)

The report shall identify the subject matter or the assertion being reported on
and state the character of the engagement.

(2)

The report shall state the practitioner's (auditor's) conclusions about the subject
matter or the assertion in relation to the criteria against which the subject matter
was evaluated.

-3-
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(3)

The report shall state all of the practitioner's (auditor's) significant reservations
about the engagement, the subject matter, and if applicable, the assertion related
thereto.

(4)

The report shall state that the use of the report is restricted to specified parties
under the following circumstances:
(a)

When the criteria used to evaluate the subject matter are determined by the
practitioner to be appropriate only for a limited number of patties who
either pa1ticipated in their establishment or can be presumed to have an
adequate understanding of the criteria.

(b)

When the criteria used to evaluate the subject matter are available only to
specified parties.

(c)

When reporting on subject matter and a written assertion have not been
provided by the responsible pa1ty.

(d)

When the report is on an attestation engagement to apply agreed-upon
procedures to the subject matter.

Government Auditing Standards prescribe additional reporting standards for
attestation engagements that go beyond the requirements contained in the AICP A.
Auditors must comply with these additional standards when citing Government Auditing
Standards in their attestation engagement reports. The additional Government Auditing
Standards relate to:
•

Reporting auditor's compliance with generally accepted government auditing
standards (see paragraphs 6.29 through 6.3 1).

•

Repo1ting deficiencies in internal control, fraud, illegal acts, violations of
provisions of contracts or grant agreements, and abuse (see paragraphs 6.32
through 6.40).

•

Reporting views ofresponsible officials (see paragraphs 6.41 through 6.45).

•

Repo1ting privileged and confidential information (see paragraphs 6.46 through
6.48).

•

Repo1t issuance and distribution (see paragraphs 6.49 through 6.54).

Any deviations must be approved by the Assistant Inspector General for Audit (AIG/A).
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In carrying out the above policy, the following standards shall apply.
•

Repo1ts shall be issued promptly to make the information available for timely use
by management.

•

The financial audit report will consist of the "Opinion, Report on Internal Control
Structure" and a "Report on Compliance with Laws and Regulations."

•

The Headquarters Division Director will furnish a draft to the auditee prior to
arranging for an exit conference. The report needs to be transmitted a minimum
of 5 working days prior to the exit conference to provide the auditee with
adequate time to become familiar with its contents. The auditee should be
requested to have the agency's written position on the findings and
recommendations in the reports available at the exit conference.

•

Extracts of pertinent agency written comments should be incorporated to the draft
report, if applicable.

•

Send the audit to the appropriate recipient in accordance with IG-7217,
"Transmittal and Distribution of Audit Reports."

•

The report(s) should be dated in accordance with AU § 530.

•

Draft reports shall be appropriately marked on each page. The cover sheet of the
discussion draft shall contain the statement below.
NOTICE - THIS DRAFT RESTRICTED TO OFFICIAL USE
This is a draft report prepared by the U.S. Department of Agriculture,
Office of Inspector General, and is subject to further revisions before it is
released in its final form. This draft is provided to program officials solely
for their review and comments on the subjects reported. Recipients of this
draft are not authorized to make any further distribution or release of this
information except for official review and comments.

C.

ISSUE PAPERS
1. Issue papers are to be used to formally communicate to management matters

disclosed during the audit. Issue papers should be conveyed promptly, i.e., as soon as
audit disclosures have been solidified. Issue papers provide management with early
notification of matters of interest and a vehicle to substantiate the audit conclusion.
Issue papers are not audit reports.

-5-

January 2007

IG-7315
(C)
2. An issue paper is to be addressed to the agency's chief financial officer, or equivalent
position, w ith copies provided to the agency liaison officer. Agency personnel should
be provided the opportunity to formally discuss the issue paper. Written comments
should be obtained from the auditee.
OIG shall provide informational copies to the appropriate Division Director and the
Associate Chief Financial Officer (CFO), Office of the CFO (OCFO).
3. Issue papers should contain the following elements:
•
•
•
•

Issue number (i.e. , FY-sequence number)
Subject
Description (a short summary of the matter to be discussed)
Recommendation

4. OIG shall provide final issue papers, containing the auditee comments and the OIG
position, as appropriate, to the auditee agency liaison officer, OCFO, and OIG
Division Director.

D.

REPORT FORMAT
1. Financial Statement Reports

OIG uses a standardized report format to convey its audit results. (See exhibit A
and IG-7316 for details regarding the administrative processing and issuance of audit
reports.) All reports will have blue covers fo llowed by a cover page depicting the
audit's title in terms that explain the subject of the report. The cover page should also
contain the report number, the month and year of issuance, and the name of the
issuing region or division.
Each section of the report, as described below, shall start on a new page.
a. Transmittal Letter
Each audit report shall contain a transmittal letter bound within the inside
cover of the report. The transmittal letter should include the following:
( 1) A statement mentioning the financial statements that were audited, the fiscal
year for the statements, and the type of opinion rendered.
(2) The status of management decision including the recommendations (by
number) and report (i.e., Report on Compliance with Laws and Regulations)
where management decision has been reached, as well as the
recommendation(s) where management decision has not been reached.
January 2007
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(3) The requirements set forth in Departmental Regulation 1720-1, "Audit
Follow-Up, Management Decisions and Final Actions," when a response from
the auditee is due.
b. Executive Summary
Each audit report shall contain an Executive Summary immediately following
the transmittal letter. Pages should be numbered in small roman numerals in
sequence. The Executive Summary should be as concise as possible while still
conveying the needed information. It should generally run about two to three
pages in length and should not exceed four pages. The Executive Summary
should include the fo llowing subsections.
( 1) Objectives
The major objectives of the audit should be summarized in this subsection.
(2) Results in Brief
This subsection provides the type of opinion and a brief overview of the
most significant results and conclusions of the audit. Generally, the results
should answer the audit objectives. The general condition of the most
significant areas should be included in terms that place them in perspective
and provide balance. Corrective action taken during the audit on major
adverse conditions should be noted.
(3) Key Recommendations
Those recommendations that relate to the major findings described in the
Results in Brief subsection should be summarized.
(4) Agency Position
The agency position to the key recommendations should be briefly stated.
Ifthere is disagreement, OIG's rebuttal position should also be included.
c. Table of Contents
The Table of Contents should follow the Executive Summary and also be
numbered in Roman numeral sequence. The section should be headed and list the
other report sections and their page numbers. Individual issues, findings, and
recommendations should be given their own page numbers to facilitate access.
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d. Report of the OIG
OIG financial statement audits will result in an opinion on the fairness of the
presentation of the statements in conformity with the stated basis of accounting.
The report should be in conformance with applicable Statements ofAuditing
Standards and Office of Management and Budget (0MB) guidance.
e. Report on Internal Control Structure
This report is required for all financial statement audits. The report should be
in conformance with applicable Statements ofAuditing Standards and 0MB
guidance. If there are findings and recommendations, the report should reference
the applicable section where the issues are discussed. Findings and
recommendations should be consecutively numbered (l , 2, 3, etc.). The report
should contain a summary of the auditee's evaluation of its internal control
structure and a summary of OIG's evaluation of the auditee's internal control
structure.

f. Report on Compliance with Laws and Regulations
This report is required for all financial statement audits. The report should be
in conformance with applicable Statements ofAuditing Standards and 0MB
guidance. If there are findings and recommendations, the report should reference
the applicable section where the issues are discussed. Findings and
recommendations should be consecutively numbered (1 , 2, 3, etc.).
g. Recommendations
Corrective action taken during the audit shall be reported as a part of the
related finding. If an acceptable time-phased corrective action plan was provided
to the auditor during the course of the audit, a recommendation should be made
nonetheless and the management decision accepted upon release. If documentary
evidence is provided that the corrective action has been completed (final action
achieved) during the fieldwork phase of the aud it, the finding should be included
in the report, but no recommendation is needed.
b)(?)(E)
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( l) If a written response is provided at the exit conference, a summary of the
agency's response followed by the auditor's position, as appropriate,
should be included, set off as subsections. Non-concurrence must be
comprehensively rebutted or a reference made to the modifications made
in the report as the result of the agency written reply. This information
should be sequenced in the following manner:
•
•
•

Recommendation (No.)
(Agency Name) Response
OIG Position

(2) The agency response subsection should clearly describe the pertinent
actions and timeframes proposed by the auditee in its written response to
the draft report.
(3) One of the most critical phases of the audit process is the determination to
accept the agency's proposed management decision. For guidance in this
area, refer to IG-7218, "The Management Decision Process."
(4) If OIG agrees that the management decision is acceptable, based upon the
agency's written response, the OIG position subsection will be limited to a
statement of agreement. If the agency has proposed an alternative action
to the recommendation that is nonetheless acceptable, the OIG position
subsection should recognize this situation in conjunction with OIG's
statement of agreement.
(5) In all cases where the written response was deemed acceptable for
management decision, the requirements needed to achieve final action
must be identified in the "OIG Position" subsection.
(6) If OIG does not agree with the management decision contained in the
written response, state OIG's position and what the agency needs to do to
gain OIG's acceptance.

END
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AUDIT
Performance Audits - Reporting
APPROVAL/TRANSMITTAL
This manual section has been updated to reflect changes due to revisions to Government Auditing
Standards; compliance with Section 508 of the Rehabilitation Act of 1973, as amended by the
Workforce Investment Act of 1998; the adoption of new reporting processes and expectations;
and the discontinuance of management alerts.
OIG personnel shall follow the procedures in this directive, which incorporate and supplement
Government Auditing Standards. Government Auditing Standards will prevail if this directive
and Government Auditing Standards appear to disagree. Government Auditing Standards also
prevail in instances where this directive is unclear or has not been updated to reflect a revision to
Government Auditing Standards.
This supersedes IG-7316, Change 3, dated February 3, 2000. Remove and destroy previous
editions.

SIGNED BY THE IG 8-25-2015
Phyllis K. Fong
Inspector General
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A.

BACKGROUND

Government Auditing Standards define three basic types of Government audit engagements:
Perfo1mance, Financial, and Attestation. This manual section applies to performance audit
engagements. 1 Performance audit engagements encompass a wide variety of objectives. These
objectives include assessing: program effectiveness and results; economy and efficiency; internal
controls; compliance with legal or other requirements; and/or to address other specialized
circumstances.
Auditors must issue audit reports communicating the results of each completed performance
audit engagement. The purpose of audit reports is to communicate the results of audits to those
charged with governance, the appropriate officials of the audited entity, and the appropriate
oversight officials; make the results clear, concise, and understandable; make the results available to
the public; and facilitate follow-up to determine whether appropriate con-ective actions have been
taken.
Auditors should recommend actions to correct deficiencies and other findings identified during
the audit and to improve programs and operations. Effective recommendations encourage
improvements in the conduct of governmental programs and operations.
Auditors should obtain and report the views of responsible officials of the audited entity
concerning the findings, conclusions, and recommendations included in the audit report, as well as
any planned c01Tective actions.
OIG's Office of Audit has implemented reporting processes and expectations to facilitate
timely reporting and increase standardization. The most significant of these include:
• Use of a Managers' Consensus Building Outline (MCBO);
• Use of templates for audit product and related document content and format;
• Adoption of 0/G Procedures for Processing Official Draft Reports into Final Reports and
for Publishing, Distributing, and Posting the Final Report;
• Procedures to effect compliance with Section 508 of the Rehabilitation Act of 1973, as
amended by the Workforce Investment Act of 1998; and
• The Assistant Inspector General for Audit's (AIG/A) Expectations for Audit Assignment
Management Memorandum, issued November 22, 2011.
The drafting of an audit report is a shared responsibility between the auditors and the writereditor on the team.
1
Due to their unique nature, financial and attestation audit engagements are addressed in IG-7315, Financial Audi1s - Reporting and
IG-73 17, Auestation Audits- Reporting, respectively.

3

August 2015

IG-7316
Change 4

B.

DEFINITIONS
1. Audit Documentation. Constitutes the principal record of work the auditors performed in
accordance with standards and the conclusions that the auditors have reached. Audit
documentation should contain a description of the work performed and the findings,
conclusions, and recommendations that the auditors have reached. The quantity, type, and
content of audit documentation are a matter of the auditors' professional judgment. Audit
documentation is an essential element of audit quality. The process of preparing and
reviewing audit documentation contributes to the quality of an audit. Audit documentation
serves to: (1) provide the principal support for the audit product; (2) aid auditors in
conducting and supervising the audit; and (3) allow for the review of audit quality.
Terms such as working papers, work papers, or evidence are synonymous with audit
documentation.
2.

Audit Engagement. A work project in the Office of Audit which generally results in a
written audit product. These engagements are typically classified as an audit, review, or
attestation.

3.

Audit Product.2 A written narrative produced as a result of an audit engagement. Generally
referred to as an audit report, but could be in other forms (review, opinion, compilation,
etc.).

4.

Discussion Draft. The referenced draft report transmitted to the audited entity for formal
discussion at the exit conference.

5.

Draft Report. The preliminary write-up of the results of an audit which provides the
medium whereby Audit exercises quality control over the written product, communicates
audit results, and obtains the audited entity's views prior to issuance of the final report.
The draft reporting process can consist of the following phases: working draft, discussion
draft, and official draft.

6.

Final Report. The final released audit product including the audited entity's written
response.

7.

Interim Report. A stand-alone report of issue(s) that need the immediate attention of the
audited entity's management prior to the completion of the engagement. Based on the

2

In other directives, the Office of Audit technically refers to its audit results documents as audit products. Given the subject matter
specificity of this directive (preparation of performance audit reports), Audit will use the general term "reports" when referring to
audit products. For this directive, the words are synonymous.
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entity's response to recommendation(s) made, management decision may be achieved on
the recommendations(s) within the interim report before the related audit report is issued.
8.

Mana ers' Consensus Buildin Outline MCBO . An outline of the audit results created
per the template maintained on the USDA OIG b)C7)CE)
l(b)(7)CE)
~ite. The purpose of the MCBO isL..t_o_f~a-c-il-it-at_e_s·t_ak_e_h_o_ld_e_1_·c_o_m_p_r_e_h_e_nsi_o_.n
and agreement before audit product creation.

9.

10.

C.

Official Draft. The final draft transmitted to the audited entity subsequent to the exit
conference, reflecting revisions made, if any, with a request for a written response.
Working Draft. The working draft is an initial complete draft prepared by the auditors and
submitted to audit engagement management for review.

POLICY

Performance audit reports shall be prepared in accordance with Government Auditing
Standards and this directive. Before such a report is issued, sufficient and appropriate audit
documentation must be obtained to afford a reasonable basis for the auditor' s findings and
conclusions in accordance with IG-7215, Audit Documentation. Additionally, as a matter of
emphasis, all performance audit reports shaJl incorporate the Government Auditing Standards,
Appendix I, Supplemental Guidance, Information to Accompany Chapter 7, Report Quality
Elements.
All performance audit engagements shall generally have a writer-editor assigned to the
engagement. Although the writer-editor is assigned at the onset of the engagement, the writereditor becomes substantially involved with the engagement at the MCBO stage of report drafting.
All engagement teams shall be assisted by a writer-editor for the creation of the MCBO with
continuing assistance to be provided throughout the remainder of the reporting process.
Performance audit reports shall be prepared and published in accordance with the uidance,
procedures, templates, and publishing files maintained on the USDA OIG b)C7)CE)
f bH7 )(E)
lsite.3 Auditors should review this site periodically~an_d_b-ef_o_r_e_c-re_a_t-in_g_a~
new performance audit rep01ting product as materials are updated periodically.
OIG audit products are generally subject to release to the general public and posted on OIG's
website. Therefore, OIG audit reports shall be subject to an internal Freedom of Information Act
(FOIA) review before release to the general public. Refer to IG-7216, Preparation ofAudit Reports
for Release on Internet, for further guidance.
3

The Assistant Inspector General for the Office of Audit (AIG/A) memorandum dated August 9. 2012. established the use of
or report production. The memorandum is available on the USDA OIG rb)(7)(E)
site.

I

(b)(7)(E)
(b)(7)(E)
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If an audit engagement is terminated prior to completion, a memorandum shall be conveyed to
the management of the audited entity to briefly summarize the work performed and explain the
reasons for terminating the audit. All audit engagements which have been formally initiated via an
engagement letter and entrance conference, but which are to be terminated prior to completion, shall
be closed out in this manner.
For findings which require immediate attention by management, an interim report should be
considered. Refer to IG-7401, Interim Reports, for further g uidance. 4
D.

PREPARATIONOFMCBO

The drafting of the audit report is a shared responsibility between the auditors and the writereditor. The engagement team's responsibility is to compose a report which is readily understood;
succinctly conveys the audit results and the auditor's conclusions; persuasively states a case that
changes are needed; and timely communicates the results of audit to those charged with governance,
the appropriate officials of the audited entity, and the appropriate oversight officials. This is a
formidable task. Although the foundation of an audit report is the supporting audit documentation
compiled during fieldwork, professional judgment must be exercised in terms of how best to
communicate the message, what constitutes significance, and what direction the recommendations
shall take in the report.
The formulation of these judgments can be facilitated by convening all interested and
knowledgeable audit staff at the outset of the report writing process. The potential findings and
recommendations derived from the audit process shall first be compiled by the engagement team in
l(b)(?)(E)
land then brought forward to the engagement's stakeholders5 in a story conference
meeting. Prior to the story conference meeting, the applicable headquarters division is to assure that
re ional management has completed supervisory review of the findings l(bl(7l(E)
b)(?)(E)
er IG-7314, Engagement Planning, Programs, and Supervision. 6 The story
conference meeting will serve as a platform for the audit team to explain and convince the
stakeholders of the need to report the identified issues. At the completion of the conference, the

lin

4

For some audit engagements, a decision regarding whether to continue fieldwork and subsequently draft a discussion draft report
may need to be made. In either case, if the severity or egregiousness of the findings to date do not warrant completing fieldwork
(e.g.. necessity for additional testing when fundamentally the information technology system was not implemented correctly), a
decision of whether to continue planned fieldwork or the value of additional fieldwork needs to be made. For some engagements, the
decision may be to not conduct more fieldwork and the audit engagement shall transition to the repo1ting stage. For some
engagements, the reporting stage may end with the issuance of the interim report. These decisions shall be made by the AIG/A.
5
These stakeholders include the applicable engagement team members, assigned writer-editor, applicable headquarters division(s),
applicable DAIG/A, and the AIG/A. The stakeholders may also include representatives from OC.
6
Adequate supervisory review is evidenced by reviewer sign-off by both the regional Assistant Director and Director. This is
required.
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stakeholders shall mutually establish how the report should be developed. The story conference
meeting shall result in an agreement on how best to present the audit's findings and
recommendations in the report.
An MCBO serves as the basis for discussion at the story conference meeting. It guides
discussion and presents the overall report message in the fundamental sections of the audit report.
The preparation of the MCBO occurs near the end of the fieldwork stage of the audit engagement.
Conceptually, the creation of the MCBO closes the fieldwork stage and initiates transition to the
reporting stage of the engagement. The foundation and support for the MCBO, and ultimately the
final report, is supporting audit documentation. T herefore, it is essential that engagement teams
have complied with the policy and substantially completed the procedures in IG-7215, Audit
Documentation, and IG-7314, Engagement Planning, Programs, and Supervision, before initiating
the reporting process.
To foster this effort, an MCBO shall be prepared that sets forth the reportable issues, relevant
causes and criteria, convincing effects, and overarching recommendations. The MCBO elements
shall be brief7 but contain sufficient information to ensure understandability and to provide
documentation that the audit team clearly understands the reportable issues.
Auditors shall use the MCBO template to prepare and publish an MCBO in accordance with
the uidance rocedures tern lates, and publishing files maintained on the USDA OIGl(b)(?)(E)
b)(?)(E)
site. Auditors should review this site before creating a new
M B as maten a s are up ate per10 1cally. The MCBO shall be prepared and managed in
accordance with the AIG/A ' s Expectations for Audit Assignment Management Memorandum, dated
November 22, 2011.8

I

The MCBO is a draft, internal document that is subject to discussion and change. Auditors
shall not share the MCBO outside OIG without the approval of the AIG/ A. An MCBO does not
have an accompanying transmittal letter.
An MCBO is not submitted to Head uarters until it is signed off as reviewed by the Regional
Director and Assistant Director in b)(?)(E)

7

The AIG/ A has defined brief to be two or three sentences per MCBO element.
The AIG/A's Expectations for Audit Assignment Management Memorandum contains progressive timeframes for completion of key
milestones in the Office of Audit's audit process. The intent of the memorandum is to guide the audit process to meet various
management expectations. However, the professio nal audit process is fluid and vari ous mj Je.stones are dependent on c lient actions
and competing Office of Audit priorities. There fore, there may be instances when the audit process will not match the expectations
contained ill this guidance. This is expected and should not be considered an exception when audit project files are reviewed. If such
occurrences become habitual, however, Office of Audit management will address any concerns via the performance review process .
8

7
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E.

REPORT ELEMENTS

Government Auditing Standards require that audit reports contain (1) the objectives, scope, and
methodology of the audit; (2) the audit results, including findings, conclusions, and
recommendations, as appropriate; (3) a statement about the auditors' compliance with Government
Auditing Standards; (4) a summary of the views of responsible officials; and (5) if applicable, the
nature of any confidential or sensitive information omitted. Audit uses standardized report elements
to ensure report content requirements are met. 9
Audit uses primarily three reporting products to communicate the results of audits. These
products are: Discussion Draft, Official Draft, and Final Report. 10 The following table depicts the
report element and its application to the reporting product: 11
Elements
Transmittal Memorandum
Cover Page
Table of Contents
One Page Summary
Background & Objectives
Findings
Recommendations
Agency Response
OIG Position
Scope and Methodology

Discussion Draft
Attached
Not used
Not used
Included
Included
Included
Included

Of11cial Draft
Attached
Not used
Not used
Included
Included
Included
Included

Final Report
Included
Included
Included

Placeholder
Placeholder
Included

Placeholder
Placeholder

Included
Inc luded
Included

Abbreviations
Exhibits

Included (if applicable)
Included (if applicable)

Included
Included (if aoplicable)
Included (if anolicable)

Included
Included
Included
Included

Included (if aoolicable)
Included (if aoolicable)

Additionally, a short narrative and link to the final report (.pdf) is posted on the USDA OIG
Facebook page. The social media postings are managed, coordinated, and maintained by both the
Writing and Publication Division (WPD) and the Information Technology Division (ITD) .
F.

PREPARATION OF DRAFT REPORTS

Conceptually, the writing of the audit report is a progressive process. It originates with either a
working draft or discussion draft with reporting elements that evolved from the MCBO and
continue to evolve as the reporting stage continues. The evolution of these elements requires that
auditors continually update and document the report at all stages, as well as any s upporting
9

A change to these elements may be appropriate in unique circumstances, which shall be approved by the AIG/ A.
An interim reporting product entitled lmerim Report is used to communicate issues that require immediate attention by audited
entity management. Refer to 10-7401, Interim Reports for further guidance.
11
The application terms are defined as follows: Anached - the element is attached to the reporting product as a separate document.
included - the element is included in the product as a section or element. Not used - the element is not used for the applicable
reporting product. Placeholder - a placeholder is used in the reporting product to denote the location of future information for the
element. Included (if applicable)- the element is included in the reporting product. if applicable, on a product-by-product basis.
10
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documentation, as the reporting and editing process progresses. Auditors need to update reporting
elements in the report and the corresponding supporting audit documentation (Issue Forms),
findings and recommendations especially, as modifications occur throughout each stage of the
reporting process.
The writing of the draft audit reports (including working (if applicable), discussion, and official
drafts) is a shared responsibility between the auditors and the writer-editor. Draft audit reports are
the complete preliminary write-up of the results of an audit engagement which provides the medium
whereby Audit exercises quality control over the written product, communicates audit results, and
obtains the agency perspective prior to issuance of the final report. For direction regarding draft
interim reports, refer to IG-7401, Interim Reports.
1. Working Draft. The working draft report is an initial complete draft prepared by the
auditors and submitted to audit engagement management for review. During the course
of drafting the working draft report, various authors may draft various sections or
elements of the report. Typically, the working draft report is the product where all these
pieces consolidate and present an evolving, complete product for managerial review.
Generally, the working draft report is used by the engagement team and subject to review
by engagement team management. It is created as an interim product before drafting the
discussion draft report. Not all engagements will create a working draft repmt and its use
is not required by the Office of Audit. Some engagement teams prefer to not use a
working draft report and will decide to alternatively initiate drafting the report at the
discussion draft stage. Other engagement teams prefer to create a working draft report for
various reasons, including but not limited to: staff development, managerial preference,
consolidation of findings, etc. Regardless of why it is used, the engagement team needs
to maintain the focus on evolving the working draft report to the required discussion draft
report. The resources spent on creating a working draft report should be commensurate
with the need for a working draft report. Excessive resources should not be expended on
creating/reviewing a working draft repo1t when those resources would be better spent on
drafting the discussion draft report.
There is no template12 for a working draft report. However, when drafting a working draft
report, engagement teams should follow the instructions regarding form and content for
creatin a discussion draft report as maintained on the USDA OIG rbl(?l(El
(b)(?)(E)
site. Additionally, working draft reports ar
'-e- ty_p...,1ca_,l,....ly- re_v...,1ew
- e....
d_.
at the engagement team work unit level. This does not preclude others from reviewing
the working draft report; however, the decision for substantive reviews by others than
those at the engagement team work unit level should be considered based on the value
added from such reviews.
12
There is no formal template for any stage of the report before the final repon stage. However, there a.re non-template examples of
draft reports.
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2. Discussion Draft. The discussion draft report is the referenced draft report transmitted to
the audited entity for formal discussion at the exit conference. It is created as an interim
product before drafting the official draft report. The discussion draft report is the product
that evolves the audit findings from the MCBO to the official draft report. 13
Conceptually, it is the expansion of the reporting elements and format of the MCBO to
the Office of Audit reporting format. Chronologically, the discussion draft report is
created after agreement to the MCBO by the engagement team, DAIG/ A, and AIG/A.
The discussion draft report serves internal and external purposes. Internally, the
discussion draft report is cross-referenced to supporting audit documentation and subject
to an unassociated referencing review in accordance with IG-7323, System of Quality
Control. The discussion draft report is created by the engagement team and subject to
formal review by Office of Audit management and others, as applicable.
OIG 's Office of Counsel (OC) will review discussion draft audit reports for a variety of
reasons. Examples include: (1) where the audit engagement team solicited or received
advice from OC in conducting the audit; (2) where a finding or recommendation in the
report pertains to compliance with a legal authority (statute, regulation, etc.) or suggests
that the audited entity obtain legal advice from the USDA Office of the General Counsel
(OGC) on an open legal issue; or (3) where the DAIG/A or AIG/A believes OC review is
otherwise warranted or value added. As a matter of process, findings and
recommendations for which OC advice has been received should be shared with OC as
soon as the particular finding is cleared by the Director of the Audit Engagement Team
and the applicable DAIG/ A. This should be before the draft report is subjected to an
unassociated referencing review so that the engagement team can ensure that all of the
necessary audit documentation is recorded. As noted below, OC will also review the
discussion draft report as it is cleared for release to the audited entity to ensure any
additional questions have been resolved.
Externally, the discussion draft report is the initial format in which auditee's management
receives the results of the audit engagement in a complete written audit product.
Additionally, it is the means by which the management of the audited entity provides
informal feedback on the audit engagement results at the exit conference.

13

Engagement teams may write a working draft report as they move from the MCBO to discussion draft report stage. Since a
working draft report will evolve to a discussion draft report, engagement teams will follow the policies, guidance, procedures,
templates. and publishing files prescribed for discussion draft reports when preparing working draft reports.
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The executed discussion draft report shall be documented and maintained inl-(b_H7_)_(E_)_ __.
in accordance with IG-7323, System of Quality Control.
a.

Creation
There is no template14 for a discussion draft report. However, engagement teams
shall follow the instructions regarding form and content for creatin a discussion
_.
b)(?)(E)
draft re ort as maintained on the USDA OIG ,__
(b)(?)(E)
ite. Auditors should review this site periodically and before
creating a discussion draft report as materials are updated periodically. The
discussion draft report shall be prepared and managed in accordance with the
AIGIA's Expectations for A udit Assignment Management Memorandum, dated
November 22, 2011, and this directive.

____________

The engagement team shall ensure the discussion draft report undergoes an
unassociated referencing review, in accordance with IG-7323, System of Quality
Control, prior to elevating the report to the appropriate DAIG/A.
b.

Review and Approval
The engagement team shall submit the discussion draft re ort to the applicable
orkflow(s).
DAIG/A for review and signature via the applicable (b)(?)(E)
The engagement team will also provide a copy of the 1scuss10n raft report to
the applicable headquarters division as a courtesy, but not for review of content.
The engagement team is expected to provide the DAIG/ A with the discussion
draft report for review and comment within 30 calendar days after the MCBO
story conference in accordance with Expectations for Audit Assignment
Management Memorandum, dated November 22, 2011.
Within 3 calendar days of receiving the discussion draft report, the applicable
DAIG/ A will make a dete1mination of whether the report is ready for review by
the AIG/A. If the DAIG/A determines that the discussion draft report is not
ready for review, the DAIG/A will meet with the engagement team to discuss the
concerns, work with the engagement team to establish a timeframe for producing
an acceptable report, and update the DAIG/A. Within 5 calendar days of
receiving an acceptable discussion draft report, the DAIG/A and AIG/A will
provide one consolidated file back to the engagement team with all
comments/edits 15 for that version. Engagement teams will incorporate all agreed
upon changes into the discussion draft report within 3 calendar days.

14

There is no template for any stage of the report before the final report stage. However, there are non-template examples of draft

refb)(7)(E)
orts.
15
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OC will review discussion draft reports for which OC has provided advice, which
include findings or recommendations regarding compliance with a legal
authority, or where the DAIG/A or AIG/A find it beneficial. Within 5 calendar
days of receiving the draft report, OC will provide one consolidated file back to
the engagement team with all comments/edits for that version. Engagement
teams will incorporate all agreed upon changes into the discussion draft report
within 3 calendar days. The agreed upon changes will be cleared with OC.
The Inspector General and Deputy Inspector General will review all discussion
draft reports. This review will be subsequent to OC's review where OC has
reviewed the report. This review will be before the discussion draft report is
provided to the audited entity. Within 5 calendar days of receiving the draft
report, the Inspector General and Deputy Inspector General will provide the
engagement team with comments/edits on that version. Engagement teams will
incorporate all agreed upon changes in the discussion draft report within
3 calendar days, unless the comments/edits require additional substantive work.
At the conclusion of these reviews, the applicable DAIG/A shall sign discussion
draft reports. Directors may sign draft and final reports if the AIG/A has
specifically delegated such signatory authority.
c.

Transmission
feedback workflow(s) and related reviews,
After completion of therb)(?)(E)
the approved discussion draft report should be signed by the DAIG/ A and
delivered to the audited entity within 3 calendar days. The engagement team
shall prepare the transmittal memorandum utilizing the Discussion Draft Memo
tern late maintained on the USDA OIG l(bl(7l(El
(bl(7l(El
site. Auditors should review this site periodically as materials are
up ate as needed. Upon receipt, the applicable headquarters division shall
transmit the discussion draft report to the audited entity prior to the exit
conference.
J

The headquarters division and engagement team shall ensure the signed version
of the discussion draft report was provided to the AIG/A's support staff for
inclusion in the electronic Office of Audit permanent files. Headquarters
division staff will confirm the file is documented in the electronic file storage.
When the engagement involves a non-Federal entity, the discussion draft report
should be transmitted to and discussed with the Federal funding entity by the
Office of Audit prior to transmittal to and discussion with the non-Federal
agency. Arrangements for transmittal of the report and discussion with the non12
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Federal entity should be made at the exit conference with the Federal entity. If
the report contains data that may be considered sensitive or limited purview
(FOIA considerations, information technology sensitivity, etc.), the transmittal
memorandum shall disclose such facts to the readers. For any of these situations,
the engagement team shall consult with the applicable DAIG/A and AIG/A
regarding OIG external transmittal of the draft report. 16
3. Official Draft. The official draft report is the final draft report transmitted to the audited
entity subsequent to the exit conference, reflecting any revisions made, with an official
request for a written response. It is created as an interim product before drafting the final
report. Conceptually, it is the expansion of the reporting message to facilitate obtaining
the auditee's management perspective. Specifically, it is the means by which the
auditee's management provides formal feedback on the audit engagement results.
Chronologically, the official draft report is created after the exit conference.
The official draft report serves internal and external purposes. Internally, the official
draft report is cross-referenced to supporting audit documentation and subject to formal
review by Office of Audit management. OC will also need to review official drafts prior
to their release where there have been any substantive revisions to matters they have
previously reviewed. Externally, the official draft report is the means by which the
management of the audited entity provides a formal response to the report in accordance
with Government Auditing Standards.
7
The executed official draft report shall be documented and maintained in~rb_)<_
l_<E_)_ _~lin
accordance with IG-7323, System of Quality Control.

a.

Creation
There is no template 11 for an official draft report. However, engagement teams shall
follow the instructions regarding form and content for creatin an official draft re 0 1t
as maintained on the USDA 010 (b)(?)(E)
'------------------------'
site. Auditors should review this site periodically before creating an official draft
report as materials are updated as needed. The official draft report shall be prepared
and managed in accordance with the AIG/A's Expectations for Audit Assignment
Management Memorandum, dated November 22, 2011, and this directive.

16

D uring the discussion and official draft stages, the AJG/ A may decide that the report subject matter is so sensitive that additional
precaution is needed to control release. For example, the reportable items may be subject to litigation, fraud, investigation, possible
contract termination, or employee dismissal, etc.
17
There is no template for any stage of the report before the final report stage. However, there are non-template examples of draft
reports.
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b.

Review and Approval
The engagement team shall submit the official draft report to the AIG/A for review
and signature via the applicablerb)(?)(E)
f'Orkf1ow(s). Once approved by the
AIG/A, the official draft report shall be signed and prepared for delivery to the
agency within 2 calendar days 18 in accordance with the AIG/A's Expectations for
Audit Assignment Management Memorandum, dated November 22, 2011.

c.

Transmission
~eedback workflow(s) and related reviews, the
After completion of thel(b)(?)(E)
approved official draft report should be signed by the AIG/A and delivered to the
audited entity within 2 calendar days 19. The engagement team shall prepare the
transmittal memorandum utilizin the fficial Draft Memo tern late maintained on
ite. Auditors
the USDA OIG b)(?)(E)
should review t ·s site periodically as materials are updated penodically.
The transmittal memorandum specifies the response time to the official draft report
and other information. Typically, the transmittal memorandum requests that the
auditee's management reply within 30 days of the date of the transmittal
memorandum and specifies that a consideration of concmTence with the report's
findings, recommendations, and monetary results in exhibit A of the report be
included. Additionally, the memorandum solicits any information that the agency
believes OIG should consider before finalizing the report. With the approval of the
AIG/A or applicable DAIG/A, the 30-day response period can be reduced when, for
example: (a) the issues are not disputed and the corrective action plan required is not
complex; (b) critical policy issues need to be addressed more promptly; and/or (c)
other circumstances necessitate a more timely reply.
The headquarters division and engagement team shall ensure the signed version of
the official draft report was provided to the AIG/A's support staff for inclusion in the
electronic Office of Audit pe1manent files. Headquarters division staff will confirm
the file is documented in the electronic file storage.
When the audit involves a non-Federal entity, the official draft report should be
transmitted to and discussed with the Federal entity by the Office of Audit prior to
transmittal to and discussion with the non-Federal agency. Arrangements for
transmittal of the report and discussion with the non-Federal entity should be made at
the exit conference with the Federal entity. If the report contains data that may be

18
19

Where delivery falls on a non-workday, Audit will adjust timing to accommodate timely delivery.
Ibid.
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considered sensitive or limited purview (FOIA considerations, information
technology sensitivity, etc.), the transmittal memorandum shall disclose such facts to
the readers. For any of these situations, the engagement team shall consult with the
applicable DAIG/A and/or AIG/ A regarding OIG external transmittal of the draft
report. 20
During some engagements, the discussion draft report is elevated to an official draft
report at the close of the exit conference. Typically, this occurs when the
management of the audited entity has no material revisions to the discussion draft
report as a result of the exit conference or the exit conference is waived by the
agency. In this situation, the discussion draft report can be designated as the official
draft report. The engagement team shall prepare an elevation memorandum to
promptly notify the audited entity that the discussion draft report was elevated to an
official draft report and to request written comments. As such, the engagement team
shall prepare the transmittal memorandum utilizing the Elevated Official Draft
Transmittal Memo template maintained on the USDA OIG i<b)(?)(E)
fb)(?)(E)
lsite. Auditors should review this s....it_e_p_e_n.o-d-ic_al_ly_a_s_ ___.
materials are updated as needed.
The executed official draft report shall be documented and maintained in
lin accordance with IG-7323 , System of Quality Control.

j<b)(?)(E)

d.

Publication Processing
All official draft reports are subject to the Office of Audit publication process.
Auditors and writer-editors shall process the official draft report in accordance with
the procedures contained in the 0/G Procedures for Processing Official Draft
Reports into Final Reports and for Publishing, Distributing, and Posting the Final
Re ort document maintained on the USDA OIG rb)(?)(E)
b)(?)(E)
·ite. Auditors should review this site periodically as materials are
update as needed.

G.

I

PREPARATION OF FINAL REPORT

Conceptually, the transition from draft reports to a final report continues the progressive audit
product writing process. It originates with the official draft report and the related auditee's official
response to the official draft report. As with the preparation of draft reports, the reporting elements
that evolved from the MCBO continue to evolve as the final reporting stage continues. The
evolution of these elements requires that auditors continually update and document the report at all
20 !(b)(?)(E)

rb)(?)(E)
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stages, as well as any supporting documentation, as the reporting and editing process progresses.
Auditors need to update reporting elements in the report and the con-esponding supporting audit
findings and recommendations especially, as modifications occur
documentation ~b)(7)(E)
throughout the later stages of the reporting process.

I

The writing of the final report is a shared responsibility between the auditors and the writereditor. Additionally, official formatting and branding occurs at the final report stage of the report
_E_
>_ _ _ __,
writin° rocess in accordance with procedures as maintained on the USDA OIG._tb_>c7_>C
b)(?)(E)
site. For direction regarding final interim reports, refer to IG-7401,
Interim Reports.
The final report is the released audit product including the agency's written response. It serves
as the official document for the audit results and is a public document. Conceptually, it is the
expansion of the reporting message to include the auditee's management perspective in accordance
with Government Auditing Standards. Chronologically, the frnal report is created after the receipt
of a response to the official draft report as provided by the auditee.
The final report serves internal and external purposes. Internally, the final report is crossreferenced to supporting audit documentation, subject to the unassociated referencing review
process in accordance with IG-7323, System of Quality Control, and subject to formal review by
Office of Audit management. OC may also need to review final reports prior to their release. This
will be done on a case-by-case basis based on the sensitivities of the matter under review as well as
whether the auditee (s) commented on any matter that OC provided review or advice on throughout
the audit. Additionally, the final report provides the OIG position and evaluation of the auditee' s
response to the reported recommendations to address the audit findings. Externally, the final report
serves as the official document of the audit. It is posted in various media and communicates the
audit results to the public.
7

The final report shall be documented and maintained in l~(b_>c_>_(E_>--~lin accordance with
IG-7323, System of Quality Control.
1. Creation. The final re ort is created utilizin the Final Re ort template maintained on the
USDA OIG b)(?)(E)
ite. Engagement teams
shall follow the instructions re ardin form and content for creatin a final re ort as
maintained on the USDA OIG (b)(?)(E)
·ite.
Auditors should review this site periodically and before creating a final report as
materials are updated as needed. The final report shall be prepared and managed in
accordance w ith the AIG/A's Expectations for Audit Assignment Management
Memorandum, dated November 22, 2011, and this directive.
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Auditors shall incorporate the auditee's response into the final report. Upon receipt of the
auditee's response21 to the official draft report, the engagement team shall create the final
report incorporating the auditee's response and OIG position within 3 calendar days.
2. Review and Approval. The engagement team shall submit the final report to the AIG/A
lworkflow(s). The AIG/A and
for review and signature via the applicable l(b)(?)(E)
support staff shall prepare the final report for signature and effect signature. Once
approved by the AIG/A, the final report shall be signed and published within 7 calendar
days of receipt of the auditee's response22 in accordance with the AIG/A's Expectations
for Audit Assignment Management Memorandum, dated November 22, 2011 .
3.

Transmission. After completion of thefbl(?)(E)
~eedback workflow(s) and related
reviews, the approved final report should be signed by the AIG/A and delivered to the
audited entity within 2 calendar days 23 . The engagement team shall prepare the
transmittal memorandum utilizino the Final Re ort Memo template maintained on the
USDA OIG b)(?)(E)
site. Auditors should review
this site periodically as materials are updated as needed.

4.

Publication Processing. All final reports are subject to the Office of Audit publication
process. OIG complies with Section 508 of the Rehabilitation Act, as amended, which
requires that those with or without disabilities have comparable access to Federal
agencies' electronic information. Accordingly, auditors and writer-editors shall process
the final report in accordance with the procedures contained in the 0/G Procedures for
Processing Official Draft Reports into Final Reports and for Publishin , Distributin ,
and Posting the Final Report document maintained on the USDA OIG (b)(?)(E)
fb)(?)(E)
lsite and other Rehabilitation Act guidance~._A_u_d_i-to_r_
s -sh_o_u_l_d~
review this site periodically as materials are updated as needed.
The writer-editor shall prepare the final report package, including the official report
covers and final formatting.
Auditors and writer-editors shall prepare the additional post issuance report materials.
After signature of the final report, the writer-editors, with assistance from the engagement
team, shall prepare the multi-purpose one page summary and related social media
summary.

21

The written response received from the audited entity should be prepared in compliance with Section 508 of tbe Rehabilitation Act
of 1973, as amended by the Workforce Investment Act of 1998.
22
Ibid
23
Where deli very falls on a non-workday, Audit will adjust timing to accommodate timely delivery.
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Some final reports are subject to distribution limitations and designations.24 For such
reports, the engagement team and writer-editor shall coordinate release and required
report notifications with the AIG/ A and other OIG parties.
All final reports are prepared, distributed, and issued in accordance with IG-7216,
Preparation of Audit Reports for Release on Internet, and 7217, Transniittal and
Distribution ofAudit Reports.
H.

REPORTCONTENT-BACKGROUND

The Background report element provides information necessary to make the audit and related
results understandable. It provides information on the legal authority for the audited organization,
program, activity, or function; its history and cmTent objectives; its principal locations; and similar
information. Appropriate background information includes information on how the audited
programs and operations work; key legal requirements; the significance of programs and operations
(e.g., dollars, impact, purposes, and past audit work, if relevant); a description of the audited
entity's responsibilities; and explanation of terms, and organizational structure. It may also include
any significant constraints and unusual circumstances or events that affected the audited operations
along with other information needed to allow an uninformed reader to put the audit results into
proper perspective.
For audit fo llow-up engagements, the Background report section should reference the findings
and recommendations provided in the prior report(s) as a basis for the follow up engagement.
Auditors shall draft the Background section of the audit report a'-µ.L~.2.J-1.1..Ll;;...J..Ll~u.l.U~...u...&.LU.l.u..u.:M,
conce ts. The Background section in the report is compiled from the (b)(?)(E)
b)(?)(E)
tab. Via thefb)(?)(E)
lthe inputted text serves as the..,_b_as1.-s_,,t....
o_r...,th_e_B=ac...,k.-g_r_o_u_n-.-sect1on of t e audit product report.

I.

REPORT CONTENT - OBJECTNE

The Objective report element should clearly depict what was assessed and what was to be
determined during the conduct of the engagement. The engagement objective(s) can be thought of
as questions about the program the engagement team sought to answer, based on evidence obtained,
and assessed against criteria. Generally, the objective(s) evolved from the perceived audit need
during the planning stage. The Objective report element provides some structure to the remainder
of the report as findings are aligned with the objectives.

24

For example, sensitive, FOIA-redacted. limited use, etc.
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Auditors shall account for all of the engagement objectives in the audit report. Auditors shall
report adverse conditions in the findings and recommendations section. For objectjve(s) where no
findings exist, this fact is briefed in report summaries and discussed in reportable detail in the
Objective report element.
b)(7)(E)

Auditors shall draft the Objective section of the audit report addressin the aforementioned
conce ts. The Objective section in the report is compiled from the b)(?)(E)
tab. Via the b)(?)(E)
the inputted text serves as the.,_--,-.....,..-,.......~-e-c..,..t1_v_e_ _.
(b)(?)(E)
m ormat10n section oft e au 1t pro uct report.
J.

REPORT CONTENT - FINDINGS

The Findings report element shall detail the issues that warrant coJTection or improvement
identified as a result of the audit engagement.26 Findings are conditions that warrant co1Tection or
improvement or depict a state of noncompliance. Typically, findings are prefaced with a brief
statement providing the overall condition, cause, effect, and criteria.
Auditors shall present in reportable language four21 parts of a finding in the Finding element.
Findings shall be developed in the following manner.
1. What we found (condition). The Finding element of condition is the facts with respect to the
conditions, situations, and transactions noted and the audit judgment of inadequacy.
Generally, reportable conditions stem from deficiencies in prescribed requirements or lack
of compliance with requirements that are otherwise adequate as prescribed. Each condition
must be significant (i.e., has enough impact to warrant corrective action) and the supporting
audit documentation must contain sufficient, competent, and relevant evidence to support
the conclusion reached. The conclusion must be fully depicted and not left to inference.
Conditions reported in a prior audit should be disclosed and a description as to why the final
action taken was inadequate to correct the deficiencies should be included.

25

For example, objective(s) changes may result from scope limitations, combination of stated objective(s) for efficiency, deletion due
to agency program changes, etc.
26
For any positive findings (findings where Audit is acknowledging acceptable management actions related to an audit objective),
the positive finding will be discussed briefly in the one page report summary with finding(s) details provided immediately after the
Objective section in the report.
27
Condition, cause, effect, and criteria.
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2. Identify why it occurred (cause). The cause(s) should be analyzed to provide true insight
into why conditions occurred. For example, auditors are commonly informed at the
operating level that the reason for noncompliance was lack of awareness of a requirement.
The reasonableness of assertions of this type should be evaluated to determine if the
problem is potentially national in scope, i.e., management did not issue clear instructions to
the operating level, or somehow unique to the office reviewed. If the requirement had been
sufficiently conveyed by management, the question may then arise as to potential control
deficiencies associated with office operations; for example, insufficient training on what
needs to be done in the office. Explanations of this type should not, however, be accepted at
face value and reported as s uch. The auditor will need to corroborate such facts and apply
judgment.
3. Highlight the impact of the condition (effect). The effect provides the relative importance of
the condition. Whenever practicable, dollar amounts or other quantifiable data shall be used
to illustrate the materiality and significance of the condition. Caution must be exercised to
ensure findings are fair and not misleading, and thus kept in a balanced perspective. The
results of the review should not be projected over, nor inferred to be representative of, the
universe of the activity unless the tested items were statistically sampled. The use of nonstatistical mathematical extrapolations is prohibited.
Where statistical sampling was used to develop the impact of the audit finding, auditors shall
include the statistical projection in the finding. Statistical projections must include a
statement of the sampling precision. All projections require the use of an OIG statistician to
derive the reportable metrics and language. The sampling design methodology,
confirmation of audit sampling results, and any related projections shall be documented,
maintained, and reported on in accordance with IG-7323, System of Quality Control. The
inclusion of statistical results in the finding requires the approval of the applicable DAIG/A
and/or the AIG/A.
4. Set forth the known or expected (criteria). The criteria sets forth the process (to include
program criteria) prescribed (documented) by management. When management has not
established criteria and the auditor developed it to support the findings, sufficient
explanation should be provided showing the basis for the criteria, with emphasis on
references from authoritative sources, to show why the criteria are reasonable, logical,
feasible, and appropriate. Criteria derived from statutes or regulations may be paraphrased
if lengthy or complex with the specific citation shown in a footnote.
5. What we did. Additionally, the finding should provide some limited detail as to the scope
and methodology used to assess the specific activity being reported on in the body of the
finding. This information is added to provide context to the finding and for comprehension.
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Findings should be as brief as practicable without sacrificing completeness. To be brief, the
finding should include only those examples and other data needed to illustrate the specific
conditions, support the audit conclusions, and demonstrate that corrective action is warranted.
Additional detailed examples (e.g., specific transactions) and other data shall be presented in
exhibits, if needed. Where applicable, the audit sample or selection and the related universe
(nationally and onsite) of the audited program, operations, or activity shall be described in order to
place the finding in proper perspective.
Related findings shall be grouped and presented in sections to promote cohesiveness,
readability, and understanding. This requirement is critical; segmentation a llows the writer to show
how several findings contribute to the same idea or overview, while keeping the finding short. Each
section of aggregated findings shall normally answer the questions posed by an audit objective.
The concept of significance assists auditors when developing the report and related findings and
conclusions. Significance is defined by Government Auditing Standards as the relative importance
of a matter within the context in which it is being considered, including quantitative and qualitative
factors. Professional judgment assists auditors when evaluating the significance of matters within
the context of the audit objectives.
When an agency-wide, material weakness 28 in internal control is disclosed, a statement will be
made in the finding that the agency's upcoming Federal Managers' Financial Integrity Act of 1982
(FMFIA) report (Section 2)29 sho uld include the weakness. Issues that warrant inclusion in the
agency's FMFIA report shall also include an explanation as to why the internal control weakness
noted is considered to be material. Further, it should be noted whether the agency reported the
weakness in prior years, if applicable.
When a material nonconformance that warrants inclusion in the agency's FMFIA report (Section
4) is identified, a statement should be made that the nonconfo1mance should be included in the
upcoming FMFIA report. Further, it should be noted whether the agency reported the
nonconformance, in prior years, if applicable.
30

Control deficiencies should be linked, as specifically as possible, to the Standards for Internal
Controls in the Federal Government promulgated by GAO.
(b)(7)(E)

28

Auditors shall consult the American Institute of Certified Public Accountants and the General Accountability Office's definitions
of material weakness for contextual clarity.
29
FMFIA Section 2 covers entity program internal controls.
3
FMFIA Section 4 covers entity information technology controls.

°
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When auditors conclude, based on sufficient, appropriate evidence, that possible fraud; 31
noncompliance with provisions of laws, regulations, contracts, or grant agreements; or abuse either
has occurred or is likely to have occurred which is significant, within the context of the audit
objectives, they should report the matter as a finding. Before drafting any reportable language, the
engagement team shall consult with the applicable DAIG/A and AIG/A.
b)(7)(E)

Engagement teams shall omit references that directly identify individual persons or personally
identifiable information (PII) in findings. PII such as names, addresses, telephone numbers, dates
of birth, social security numbers, farm and insurance policy numbers, etc. shall be omitted. The
agency reply should also be redacted if it includes Privacy Act information, to include auditors'
names. The names of companies, private organizations, etc., may be included in audit findings to
clearly and completely state conditions reported, if needed. Where the inclusion of names is not
essential and can be omitted, engagement teams shall employ coding (such as company A, company
B, etc.) to provide anonymity in the report. When such coding is used, a key should be provided
separately to the auditee.
For instances where a finding is supported by testimonial audit documentation, the engagement
team shall disclose this fact in the body of the finding. The attribution should include the source of
the testimonial audit documentation; identified by the source's title of position, not by name.

31

A determination of whether an act is fraud requires a determination by a court of law or other adjudicative body.
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For instances w here it is clearly evident that the auditee was already aware of a reportable
deficiency and planned to take action, or if a deficiency was brought to the attention of the auditor
by the auditee, these facts should be tactfully acknowledged in the report.
Engagement teams are enco uraged to use visual aids to facilitate understanding in the Findings
section of the report. The use of charts, graphs, exhibits, and other visuals, like photographs and
maps, can be used wherever practicable in place of voluminous or complex narratives to better
illustrate the reported condition.
Engagement teams will d irectly acknowledge the fact if an engagement is a follow up
engagement. This is best reported by a short (one-or two-sentence) description of any prior
finding(s) and a footnote reference to the previously issued report.
A uditors shall draft the F indings section of the audit report addressin the aforementioned
,....>,:.l"'"'-'-""...,_.,..,,._...,he Findings section of the report is compiled from the b)(?)(E)
ia the
the inputted text serves as the basis for the Findings section of the audit product report.
K.

REPORT CONTENT - RECOMMENDATIONS

Recommendations represent OIG's suggestions on how the adverse conditions should be
rectified. Recommendations shall immediately follow the narrative of the Finding section.
Engagement teams shall number recommendations sequentially.
Auditors shall present in reportable language the fifth element of a finding 32 in the
Recommendation element. Recommendations shall be developed in the following manner.
1. Engagement teams shall write recommendations in relation to the audit findings.
Recommendations shall be directly related to the facts presented in the findings; they shall
propose an action specifically noted as nonexistent or lacking in the condition described.
Each recommendation shall relate the proposed solution to the cause o f the conditions
presented in the findings. If the agency proposed an acceptable method of corrective action,
the recommendation could be that the agency takes that action. Additionally, a
recommendation generally shall not merely state that a certain regulation shall be complied
with, or restate the existing requirements, but shall state what action is necessary to foster
future compliance with the regulation. Furthermore, recommendations shall be achievable,
cost effective (unless compliance with legal requirements or health and safety concerns are
at issue), and action-oriented. Engagement teams shall avoid "soft" terms 33 when writing
action statements in recommendations.

32

T he recommendation.
Soft terms are defined as verbs which do not e lic it a defi nitive auditable action. E xamples of soft terms include
remind, emp hasize, encourage, instruct, etc.

33
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2. Engagement team s shall write recommendations that facilitate achieving final action.
Recommendations shall clearly set forth what needs to be done to ensure agency
comprehension and to enable the Office of the Chief Financial Officer to detem1ine if
con-ective action, once taken, fulfills the purpose and intent of the recommendation. For
example, if the recommendation calls for the agency to establish internal controls, the
minimum requirements needed shall be delineated. Further, consideration shall be given to
recommending that the agency establish a monitoring mechanism to provide assurance that
prescribed internal controls have been implemented and are functioning effectively. In other
words, revising operational guidance by establishing internal controls which are ignored
does not mitigate the find ing. Recommendations shall be restricted to a single respondent;
the same recommendation to multiple parties makes the final action tracking process unduly
complex and increases the likelihood of eIToneous j udgments as to whether final action has
been achieved.
3. Some recommendations address certain legal or investigative matters. Engagement teams
should additionally confer with OC in articulating recommendations dealing with legal
34
matters. Recommendations soliciting a referral to OGC or the CG for legal opinions shall
also clearly state that the decisions shall be im lemented in a timel manner s ecif in the
number of da s u on recei t. (bl(7l(El
(b)(7)(E)

4. Engagement teams shall ensure quality control when recommending reportable recoveries.
When recoveries are recommended, total dollars reported in the recornmendation(s) for
recoveries shall reconcile to the total dollars reported for recovery in the report's Summary
of Monetary Results (exhibit A). Engagement teams shall ensure the basis for any monetary
results in the report is described. Specifically, the engagement team shall fully explain how
the monetary results were computed (if applicable).
~b)(7)(E)

34

As noted earlier in this Directive, OC w ill be involved with reviewing fi ndings and recommendations regarding
compliance w ith a legal authority.
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The fb)(?)(E) !Audit Reference Tables provide the various definitions to be used, the criteria,
and an limitations on re ortin for monetar recoveries. (b)(?)(E)
b)(7)(E)

5. Engagement teams shall report corrective actions taken during (and as the result of) the
audit. If an acceptable time-phased co1Tective action plan (or evidence of final action) was
provided during the course of the audit, a recommendation should still be made and the
management decision accepted upon release. In some instances, the corrective action may
be incomplete, or deal only with the specific deficiencies cited in the finding, and not be
sufficient to fully respond to the recommendation. Recognition shall be given for the action
taken; however, the finding must make clear what is needed in addition and an appropriate
recommendation should be made
Auditors shall draft the Recommendations section of the audit report addressing the
. of the re ort is. compiled from the
aforementioned concepts The Recommenjations section
rb)(?)(E)
tab(s). Via the (b)(?)(E)
he inputted text serves as
the basis for the Recommendations section of the audit pro uct report.
L.

REPORT CONTENT - AGENCY RESPONSE

The Agency Response report element shall detail or paraphrase the auditee's response to each
recommendation, to include concun-ence with any monetary results on exhibit A to the audit report,
contained in the Official Draft report. 35 As detailed in the final report section of this directive, this
section provides the documentation of the auditee's response to the reported recommendation to
address the audit finding in accordance with Government Auditing Standards. Generally, this
section briefly states the agency position on the relative recommendation.
The agency response section should clearly describe the pertinent actions and timeframes
proposed by the agency in response to the recommendation. If the response is succinct, it should be
reported verbatim. If the reply is excessively lengthy, or contains superfluous information, the
agency response subsection should be paraphrased or summarized. This decision shall be made in
conjunction with the engagement team's management. Engagement teams shall apply considerable
due diligence to not misstate or misinterpret the response provided by the auditee. Additionally, the
requirement of full disclosure for any abbreviated responses is met by attaching the agency's
complete response intact as an exhibit to the audit report.

r )(7)(E)

35

If the auditee did not respond to the official draft, the absence of a reply will be reported.
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(b)(7)(E)

Auditors shall draft the Agency Response section of the final report addressing the
aforementioned concepts. The Agency Respon.se section of the re ort is compiled from the
rb)(?)(E)
jpane, b)(?)(E)
ab. Via the ~fb_
)(?_)(_E_
) -~~he
inputted text serves as the basis for the Recommen at10ns section o the audit report.
M. REPORT CONTENT - OIG POSITION

The OIG Position report element shall detail OIG's acceptance or rebuttal of the auditee's
response to each recommendation contained in the Official Draft report. One of the most critical
phases of the audit process is the analysis, judgment, and determination to accept/rebut the agency's
response and to achieve management decision for the recommendation. For guidance in this area,
refer to IG-7218, Management Decision Process.

If OIG determines the auditee's response is acceptable, the OIG position report element shall be
limited to a statement of achievement of management decision. Additionally, if the auditee
proposed an alternative action to the recommendation that is nonetheless acceptable, the OIG
position report element shall recognize this fact in conjunction with OIG's statement of agreement.
The reportable language for achievement of management decision is limited in the audit report.
For recommendations where the agency response is deemed acceptable, the engagement team will
positively affirm that judgment. Specifically, the OIG position report element shall state: We
accept management decision for this recommendation. No additional language is needed or
permitted. Any requirements, additional information, or directions needed to achieve final action
shall be communicated on the Achievement of Management Decision Form in accordance with
IG-7218.
If OIG determines the auditee's response is not acceptable, the OIG position report element
shall be limited to a statement of non-achievement of management decision. For recommendations
where the agency response is deemed not acceptable, the engagement team will positively affirm
36l(b)(7)(E)

b)(7)(E)
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the non-agreement judgment. Specifically, the OIG position report element shall state: We do not
accept management decision for this recommendation. This statement shall be followed with a
brief explanation as to why it is not accepted and what is needed for management decision.
Auditors shall draft the OIG position section of the audit report addressin the aforementioned
concepts. The OIG Position section of the report is compiled from the (b)(7)(E)
OIG Position tab. Via th~(b)(7)(E)
!the inputted text serves as the ba~s....,..is-i-=--o-r-th,...e-0-==---1G=--P-o-s1,....·t1,...._o_n_~
section of the audit report.
N.

REPORT CONTENT - SCOPE

The Scope report element shall detail the boundary of the audit engagement and its direct
connection to the audit engagement objective(s). Scope consists of the period of program activity
under examination; the nature, timing, and extent of audit procedures performed; the identification
of audit sites visited or locations where audit procedures occurred; and the reporting of any
limitations in audit coverage. The engagement's scope shall ensure significant matters are
adequately tested and evaluated to fulfill the audit engagement objectives.
The scope shall describe the period of audit coverage. The period of audit coverage includes
I) the period of program data reviewed 37 and 2) the period of audit fieldwork. 38 Additionally, when
the audit engagement objectives include an evaluation of internal controls, the scope shall briefly
detail the significant internal controls that were assessed as part of the audit engagement and the
extent of that assessment.
The scope shall detail how the items reviewed were selected. Generally, sample items are
selected statistically or non-statistically. If non-statistical selection criteria are used, infmmation
shall be provided as to how the specific locations, or other selection units, and specific transactions
were chosen. Additionally, any biases39 present in non-statistical selection methodologies shall be
disclosed.
The scope shall detail the comparison of the program universe to what was actually reviewed
per the audit engagement. Specifically, the scope shall compare the totality of the audit engagement
objective-related program activity/information to the program review coverage obtained via the
engagement. Additionally, scope shall place the audit coverage in perspective with the next highest
level of program activity/information and with the total program activity/info1mation at any sites or
locations reviewed. rb)(?)(E)
I
b)(7)(E)

37

For example, we reviewed all loans obligated from fiscal year(s) 2009 to 20 13.
For example, we performed our audit fieldwork from December 2013 to September 2014. Audit fieldwork is defined as the span
of time from the date of entrance conference to the date of the discussion draft audit product.
38

39 l(b)(7)(E)

I
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The scope shall detail the information technology testing performed, or data reliability tests in
lieu of testing, which established the extent of reliability of information technology-based data
critical to the audit engagement's objective(s) in accordance with Go vernment Auditing Standards.
If the reliability of the information in the auditee's information technology environment or systems
could not be determined, and this information was critical to achieving the audit engagement's
objectives, the audit product shall clearly state the limitations, why the work could not be
performed, and the impact.
The scope shall detail any problems encountered with the quality of the ev idence audited,
especially if there is reliance on unverified data. If data reliability was not established but the data
were nonetheless used, a qualification to the Government Auditing Standards conformity statement
is reguired.
The scope shall disclose any scope limitations experienced during the conduct of or related to
the audit engagement. Auditors shall apply due diligence to avoid implying scope coverage was not
extended. Specifically, the term limited testing shall not be used unless the level of testing was
reduced due to a disclosed scope limitation.
An important factor in scoping is the potential use of other auditors ' 40 work. A decision to use
the work of other auditors requires additional planning to faci litate coordination. If auditors choose
to rely on the work of others, certain procedures are required per Government Auditing Standards.
The decision to include the use of other auditors in the scope of an audit engagement and the
inclusion of another auditor's work in an OIG audit engagement requires the approval of AIG/A.
Auditors shall draft the Scope portion of the Scope and Methodology section of the audit report
addressin the aforementioned concepts. This section is compiled from th~(b)(?)(E)
b)(?)(E)
tab. Via th (b)(?)(E)
his subsection also serves as the basis
for the scope and methodology section of the au 1t pro uct report.

I

0. REPORTCONTENT-METHODOLOGY
The Methodology report element shall detail the nature and extent of audit procedures for
gathering and analyzing supporting audit documentation to address the audit engagement
objectives. Methodology generally relates to how the audit was conducted, the techniques used to
gather supporting audit documentation, and the types of evidence relied upon (documentary,
testimonial, physical, and/or analytical41) . To achieve audit objectives, auditors need to perform

40

Examples of other auditors include Federal, state and local; contracted; or independent public accountants (IP A) auditors.
Additionally, other possibilities ex.ist to supplement or complement audit engagements and should be considered where warranted.
41
Analytical evidence is not a type of evidence, but actually analysis performed on/using documentary evidence.
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tests and procedures designed to obtain sufficient, appropriate supporting audit documentation that
will provide a reasonable basis for their opinions, judgments, and conclusions regarding these
objectives.
The criteria used to formulate the basis for audit testing need to be clearly expressed in the
methodology. Audit engagement determinations and conclusions are supported by documented
evidence. Reliance on physical evidence (e.g., the observation of inventory), analytical evidence
(e.g., ratio analyses of financial data), or testimonial evidence (e.g., interviews of agency
employees) should be disclosed in the methodology statement.
Some audit engagements experience delays during the conduct of the audit. Any significant
delays encountered during the conduct of the audit engagement shall be explained in the
methodology.
The methodology shall include the standard of conduct compliance statement for the audit
engagement, as applicable. Specifically, as applicable, a statement shall be included that the audit
engagement was conducted in accordance with Government Auditing Standards.42 A modified
standard of conduct compliance statement and related reportable language requires the approval of
the AIG/A.
Auditors shall draft the Methodology portion of the Scope and Methodology section of the
audit report addressing the aforementioned concepts. This section is com iled from the
l(b)(?)(E)
~ab. Via the (b)(?)(E)
his subsection also
serves as the basis for the scope and methodology section of the audit product report.
P.

REPORT CONTENT - ABBREVIATIONS

The Abbreviations report element shall list all acronyms or abbreviations used throughout the
audit product report.
Q.

REPORT CONTENT - EXHIBITS

The Exhibits report element shall detail any additional information for the audit product report.
Generally, the purpose of exhibits is explanatory in nature. Audit product reports containing
monetary exceptions shall include, as exhibit A to the audit report, a summary of monetary results.43

42

The unmodified standard of conduct statement is: We conducted this performance audit in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our.findings and conclusions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on our audit objectives. For engagements where this
standard of conduct was not met, a modified standard of conduct statement shall be included as applicable.
43
Refer to Exhibit A for an example of Exhibit A: Summary of Monetary Results . Engagement teams shall use this example as a
model for all audit products in accordance with this directive.
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Additionally, the auditee's response to the official draft shall be included as the last exhibit to the
audit product report. The exhibit section should also detail any statistical sampling and results used
in the engagement. 44
R.

TERMINATION OF AUDIT ENGAGEMENT WITHOUT ISSUING A REPORT

In the rare instance, an audit engagement may be terminated without the issuance of an audit
report. This decision requires consultation with and approval of the AIG/ A. For such audit
engagements, a close-out memorandum shall be documented in the (b)(?)(E)
file and this
shall be updated to reflect
memorandum shall be delivered to the auditee. Additionally (b)(?)(E)
the closeout of the audit engagement.
S.

PERFORMANCE REPORT RESULTS - COORDINATION WITH OTHER WORK UNITS

Engagement teams shall refer all performance audit reports with material internal control or
compliance with laws and regulations findings to the Director, Financial Audit Operations Division
for consideration for inclusion in the annual financial statement audit.
Engagement teams shall refer all performance audit reports with information technology
findings to the Director, Information Technology Audit Operations for consideration for inclusion
in the annual information technology security audit.

T.

NON-USDA OIG PERFORMANCE AUDIT PRODUCT REPORTS
All non-USDA audit reports45 shall be issued and coordinated per instructions from the AIG/A.

U.

DISTRIBUTION OF REPORTS

Distribution of such reports shall be in accordance with IG-7217, Transmittal and Distribution
ofAudit Reports.

END

44

Refer to Exhibit B for required elements.
Examples include Single Audit and contracted engagements. All Single Audit engagement reports shall be obtained and issued in
accordance with IG-75 10, Single Audits of State and Local Government and Non-Profit Organizations.

45
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SUBJECT:

Performance Audit Rep01t Content Regarding Computer-Processed Data
Reliability Testing

DISTRIBUTION:

All Audit Personnel

PURPOSE: The purpose of this bulletin is to provide guidance on how to address computerprocessed data reliability testing in performance audits.
AUTHORITY: Government Auditing Standards (2011 Revision) at paras. 2.24-2.25 and 7.097.13.
POLICY: Performance audit reports must be prepared in accordance with Generally Accepted
Government Auditing Standards (GAGAS) and IG-7316, Change 4, Performance AuditsReporting (August 2015), including Part N, "Report Content - Scope," and Part 0, "Report
Content - Methodology."
PROCEDURES: IG-7316, Change 4, Part N, "Report Content-Scope," details what
information must be included in the scope section of a performance audit report. Among other
requirements, Part N states:
The scope shall detail the infonnation technology testing performed, or data
reliability tests in lieu of testing, which established the extent of reliability of
information technology-based data critical to the audit engagement's objective(s)
in accordance with Government Auditing Standards. If the reliability of the
information in the auditee's information technology environment or systems
could not be determined, and this information was critical to achieving the audit
engagement's objectives, the audit product shall clearly state the limitations, why
the work could not be performed, and the impact.
The scope shall detail any problems encountered with the quality of the evidence
audited, especially if there is reliance on unverified data. If data reliability was
not established but the data were nonetheless used, a qualification to the
Government Auditing Standards conformity statement is required.
The above excerpt from Part N implements certain reporting standards in GAGAS paras. 2.232.25, 7 .10-7 .11, and 7 .30-7 .31, and fieldwork standards for obtaining sufficient evidence in
GAGAS paras. 6.56-6.72.

Recently some performance audit reports have included the following language immediately
before the GAGAS compliance statement:
During the course of our audit, we did not perform a review of any USDA electronic
information system or the databases the agencies used to determine the overall reliability
of the information obtained from them. Therefore, we make no representation regarding
the adequacy of any agency computer system or the information generated from it.
Where such language is included in a performance audit report because work was not perfo1med
regarding computer-processed data reliability, auditors should provide the reason that they did
not perform the review and describe the way in which not reviewing the information system
impacted or could have impacted the audit.
A performance audit report should take one of three approaches to reporting on computerprocessed data reliability, depending on the circumstances of the audit: (1) remain silent
regarding computer-processed data reliability; (2) add language, where appropriate, to clarify
report objectives; or (3) modify the GAGAS compliance statement. The circumstances under
which each of those three approaches is appropriate are described below.
1. Remain silent regarding computer-processed data reliability.
A perfo1mance audit report should remain silent regarding computer-processed data reliability
testing when the report does not use the computer-processed data to support the reported
findings, conclusions, or recommendations. In most circumstances, information presented as
background, context, or example does not require a computer-processed data reliability
assessment. Refer to GAO, Assessing the Reliability of Computer-Processed Data, GA0-096800 (July 2009) for additional guidance on whether a data reliability assessment is necessary,
the extent of the assessment, recommended steps to conduct the assessment, and appropriate
report language.
2. Add language, where appropriate, to clarify report objectives.
A performance audit report should include language to clarify broadly stated objectives that
could lead a report user to believe certain topics were included and tested as part of the audit. In
particular, language could be added to communicate that certain specified topics were outside the
scope of the audit objectives. This option would be appropriate where the auditor has
determined that a particular audit objective is not intended to include an assessment of a
computer system, but where a report user might believe that an audit objective would include
such an assessment. To clarify the report objectives, the audit report should include a statement
that the auditors did not conduct an assessment of the computer system because it was not within
the scope of the audit objectives.
3. Modify the GAGAS compliance statement.
A perfo1mance audit report should contain a modified GAGAS compliance statement either: (1)
when the audit was performed in accordance with GAGAS, except for specific applicable
requirements that were not followed, or (2) when, because of the significance of the departure(s)
from the requirements, the auditor was unable to and did not perform the audit in accordance
with GAGAS. Situations when auditors use modified compliance statements include scope
limitations, such as restrictions on access to records, government officials, or other individuals
needed to conduct the audit. Situations when auditors use modified GAGAS compliance
statements also include where the auditor did not determine the reliability of computer-based
data that was used to determine sample sizes which materially supported a finding, conclusion,
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or recommendation. When auditors use a modified GAGAS compliance statement, the auditor
should disclose in the report the applicable standards not followed, the reasons for not following
the standards, and how not following the standards affected, or could have affected, the audit
report and the assurance provided.
Auditors are required to perform data reliability testing if computer-processed information I was
used to materially support findings, conclusions, or recommendations. The assessment of the
sufficiency and appropriateness of computer-processed information includes considerations
regarding the completeness and accuracy of the data for the intended purposes. GAGAS paras.
6.56-6.72 require auditors to obtain sufficient and appropriate evidence to support their
conclusions and to perform an overall assessment of evidence. Specifically, GAGAS para. 6.66
requires auditors to:
assess the sufficiency and appropriateness of computer-processed information
regardless of whether this information is provided to auditors or auditors
independently extract it. The nature, timing, and extent of audit procedures to
assess sufficiency and appropriateness is affected by the effectiveness of the
audited entity's internal controls over the information, including information
systems controls, and the significance of the information and the level of detail
presented in the auditors' findings and conclusions in light of the audit objectives.
If audit engagement teams believe there is a need to add report language to comply with GAGAS
paras. 7.10 and/or 7.11 , "Report Contents: Objectives, Scope, and Methodology," or to modify
the GAGAS compliance statement in accordance with GAGAS para. 7.31, "Report Contents:
Reporting Auditors ' Compliance with GAGAS," the audit engagement teams should discuss this
with the Assistant Inspector General for Audit (AIG/ A).

EXPIRATION DATE: This AIG Bulletin will remain in effect until incorporated into IG-7316
or otherwise cancelled.

Gil H. Harden
Assistant hlspector General for Audit

1

Computer-processed information includes data extracts. reports. and website forms and surveys. The data could be
!programs, a website, or any common USDA
maintained on commonly used platforms such as f b)(?)(E)
appljcation system. See GAO, Assessing the Reliability of Computer-Processed Data, GA0-09-6800, (July 2009).
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THE AUDIT PROCESS
System of Quality Control
APPROVAL/TRANSMITTAL

This manual section provides policy and procedures for the Office of Audit's system of quality
control and referencing reviews. Revisions have been made to reflect updates to quality control
elements per Government Auditing Standard5, the implementation of a new audit documentation
suite, and current terminology used by the audit industry.
Office of Inspector General (OIG) personnel shall follow the procedures in this directive, which
incorporate and supplement Government Auditing Standards. Government Auditing Standarru will
prevail if this directive and Government Auditing Standards appear to disagree. Government
Auditing Standarru also prevail for instances where this directive is unclear or has not been updated
to reflect a revision to Government Auditing Standards.
This supersedes IG-7323, dated Aug ust 6, 2007, and AIG Bulletin No. A-14-001-7323, dated
February 14, 2014. Remove and destroy previous editions.

Signed by the JG 10-29-14
Phyllis K. Fong
Inspector General
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A. BACKGROUND
Each organization performing audits in accordance with Government Auditing Standards must
establish and maintain a system of quality control that is designed to provide the audit organization
with reasonable assurance that the organization and its personnel comply with professional
standards and applicable legal and regulatory requirements. Additionally, organizations must have
an external peer review performed by reviewers independent of the audit organization being
reviewed at least once every 3 years.
Government Auditing Standards state an audit organization should establish policies and
procedures in its system of quality control that collectively address:

1.
2.
3.
4.
5.
6.

leadership responsibilities for quality within the audit organization;
independence, legal, and ethical requirements;
initiation, acceptance, and continuance of audits;
human resources;
audit performance, documentation, and reporting; and
monitoring of quality.

Audit organizations should establish policies and procedures for the monitodng of quality in the
audit organization. Monitoring of quality is an ongoing, periodic assessment of work completed on
audits designed to provide management of the audit organization with reasonable assurance that the
policies and procedures related to the system of quality control are suitably designed and operating
effectively in practice.
The audit organization should analyze and summarize the results of its monitoring process at
least annually, with identification of any systemic or repetitive issues needing improvement, along
with recommendations for conective action. The audit organization should communicate to
appropriate personnel any deficiencies noted during the monitoring process and make
recommendations for appropriate remedial action.
An unassociated referencing review is an important part of the overall quality control system of
OIG. However, it does not replace supervisory review of audit products and supporting audit
documentation. Unassociated referencing review steps are specifically designed to trace and
reconcile facts, figures, dates, etc. from an audit product to supporting audit documentation and
from one section of an audit product to another. Procedures require that the adequacy of evidence
also be assessed. It is an independent examination and vedfication of the supporting audit
documentation.
B. DEFINITIONS
1. Audit Documentation. Constitutes the principal record of work the auditors performed in
accordance with standards and the conclusions that the auditors have reached. Audit
documentation should contain a description of the work performed, as well as the findings,
conclusions, and recommendations the auditors have reached. The quantity, type, and
content of audit documentation are a matter of the auditors' professional judgment. Audit
documentation is an essential element of audit quabty. The process of preparing and
3
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reviewing audit documentation contributes to the quality of an audit. Audit documentation
serves to (1) provide the principal support for the audit product, (2) aid auditors in
conducting and supervising the audit, and (3) allow for the review of audit quality.
Terms such as working papers, work papers, and evidence are synonymous to audit
documentation.
2. Audit engagement. A work project in the Office of Audit which generally results in a
written product. These engagements are typically classified as an audit, review, or
attes tation.
3. Audit product. A written narrative produced as a result of an audit engagement. Generally
referred to as an audit report, but could be in other forms (review, opinion, compilation,
etc.).
4. Cross-reference. A hyperlink or other executable relational link between two points in an
audit engagement. Generally, it is a rb)(?)(E)
lhyperlink.
5. Cross-referencing. The act of linking an audit product directly or indirectly to supporting
audit documentation via a cross-reference.
6. Engagement team. The audit team that conducted the audit engagement.
7. Referencing team. The audit team that conducts the unassociated referencing review. The
members of the team cannot be members of the related engagement team or have incurred
resource time on the audit engagement.

8. Unassociated referencing review. A process in which auditors (not associated with the audit
engagement under review) review the audit product and trace, reconcile, verify, and validate
the cross-references in the audit product back to supporting audit documentation.
9. Referencing comment. A qualitative advisory notice provided by the referencing team to
the engagement team. Typically, the notice alerts auditors to an identified issue requiring
corrective action.
C.

POLICY

All OIG auditors, contractors, supervisors, managers, and staff are responsible for the quality of
audits engagements conducted and the related audit products.
All OIG auditors, contractors, supervisors, managers, and staff are responsible for upholding
and adhering to the Office of Audit's system of quality control in the conduct of audit engagements
and related audit products.

4
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All audit engagements shall be subject to periodic monitoring in accordance with the Office of
Audit's system of quality control and this directive.
The Office of Audit will actively participate in the Council of the Inspectors General on
Integrity and Efficiency's external peer review process.
D.

PROCEDURES FOR MAINTAINING QUALITY IN THE CONDUCT OF AUDIT
ENGAGEMENTS

The foundation for establishing and maintaining quality during the conduct of the audit
engagement is grounded in our audit process. The following directives describe various elements of
our system of quality control:
• IG-7211, Audit Planning
• IG-7213, Auditor Independence
• IG-7314, Engagement Planning, Programs, and Supervision
Auditors are required to adhere to the policies and procedures contained in these directives.
Throughout the conduct of an audit engagement, if any auditor feels that quality is not being
upheld or maintained for an audit engagement, in total or in part, it is the auditor's responsibility to
1
raise any concern to audit management. If the auditor does not feel the concern was satisfactorily
addressed, he/she should elevate the concern to the next level of audit management for additional
consideration.
E.

PROCEDURES FOR MAINTAINING QUALITY IN SUPPORTING AUDIT
DOCUMENTATION

The foundation for establishing and maintaining quality in supporting audit documentation is
detailed in IG-7215, Audit Documentation. Auditors are required to adhere to the policies and
procedures contained in IG-7215. Auditors will apply the following additional procedures to
facilitate ensuring quality in audit-supporting documentation.
1. Review and Electronic Signoff in l(b)(?)(E)
!provides an electronic method to denote the revit.w status of supporting aud,·t
_
__,
documentation in the audit engagement file as detailed in the .~b)(?)(E)
When supporting audit documentation is ready for review, the auditor electronically signs
the supporting audit documentation as "prepared." Prepared means the supporting audit
documentation is complete and presented in accordance with policies and practices. When
the auditor signs as prepared, he/she asserts this claim. After the supporting audit
documentation is prepared, a reviewer then accesses the same supporting audit
documentation and reviews it to assess if it does meet policies and practices. If the reviewer

________

l(b)(?)(El

1
For the purposes of this statement, audit management is defined as the Auditor-in-Charge, Senior Auditor, Assistant
Director, Director, Deputy Assistant Inspectors General for Audit, or Assistant Inspector General for Audit.
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is satisfied the supporting audit documentation meets policies and practices, he/she
electronically signs the supporting audit documentation as "reviewed." "Reviewed" means
the supporting audit documentation has been supervisory reviewed and determined to meet
policies and practice; it signifies the reviewer accepts the quality of the supporting audit
documentation. When the reviewer signs as reviewed, he/she asserts this claim. If not, the
reviewer must provide a supervisory review comment.
These determinations are vital to the Office of Audit's system of quality control. The
fundamental determinations of (1) completed and presented in accordance with policies and
practices and (2) supervisory reviewed and determined to meet policies and practices
provides reasonable assurance, at the supporting audit documentation level, that the
organization and its personnel complied with professional standards and applicable legal and
regulatory requirements.
Additionally, physical evidence (e.g., grain samples re uires review and electronic signoff.
For physical evidence that cannot be entered into (bl(7l(El
uditors shall create a
memorandum to the audit engagement project file, mput t e memorandum to the related
procedure(s), and execute electronic signoff on the memorandum. At a minimum, the
memorandum should describe the location of the physical evidence and its relevance to the
engagement.
Signoff infb)(?)(E)
lneeds to be timely. Ideally, supporting audit documentation would
be signed off as prepared when the auditor completes the associated work and is satisfied
he/she is presenting documentation that is complete and presented in accordance with
policies and practices. Supervisory review would occur immediately following the
preparer's signoff. However, rarely is that feasible or practical due to the audit process and
a team auditing approach. This makes review and signoff similar to other audit practices
that require effective managing throughout the engagement. The applicable director and
assistant directors shall establish and communicate to assigned staff the preparation and
review signoff timing expectations for each engagement.2 These parameters should prevent
occmTences where supporting audit documentation remains not reviewed for periods of
3
time.

2

The Government Accountability Office (GAO)/President's Council on integrity and Efficiency (PCJE) Financial Audit
Manual provides guidance regarding the documentation completion date for financial and financial-related
engagements. Compliance with thjs directive should be assessed in the context of the GAO/PCTE Financial Audit
Manual.
3

Conceptually, the duration between signoff as prepared and signoff as reviewed should not be longer than 2 business
weeks without a justifiable reason (e.g., leave status, travel status, training attendance, etc.). This is a goal for the
Office of Audit. It does not mean that all items need to evidence a reviewed state within 2 business weeks. Rather, it
strongly suggests that review be initiated within 2 business weeks of signoff as prepared.

6
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2. Cross-references Within Supporting Audit Documentation.

Throughout the conduct of the audit engagement, the engagement team shall cross-reference
both manual and automated supporting audit documentation to other documentation, audit
~-=.....,_....,s_..u..:;mmaries, and relative inputs entered in the audit engagement project file in
Detailed and accurate cross-references are critical to facilitate subse uent
.__~_ _..,.........
t cross-referencing (See b)(?)(E)
~--------------~
).
Auditors should use cross-references to provide logical connections between relatable audit
engagement project file inputs and to facilitate data retrieval and subsequent review. This
requirement is fluid. A clearly defined level of cross-referencing needed between
supp01ting audit documentation does not exist; it varies by audit engagement and the
relativity and sensitivity of the documented topic. Additionally, the level of cross-references
between supporting audit documentation is also a supervisory and managerial decision.
Generally, it is a matter of the auditor's professional judgment. Auditors need to be
cognizant of and make cross-references in supporting audit documentation that facilitate and
provide reviewable evidence of compliance with professional fieldwork standards relating to
audit documentation. Therefore, auditors should utilize cross-references in the audit
engagement project file with the intent and goal of providing traceable, logical point-topoint references to facilitate users of the supporting audit documentation to determine
similar conclusions.
It is the responsibility of supervisors and managers as they review the audit engagement
project file to review and assess the level of cross-references in meeting the aforementioned
goal. If supervisors or managers determine the level of cross-references to supporting audit
documentation is inadequate, they should provide a supervisory comment requiring
additional cross-references.
3. Confirmation of Audit Sampling Methodology Design.
Auditors routinely employ sampling methods in the conduct of audit engagements.
Generally, sampling is categorized as nonstatistica15 or statistical.6 The Office of Audit uses
both statistical and nonstatistical sampling to conduct audit engagements. Auditors shall
7
document the sampling methodolo for both nonstatistical and statistical samples in the
audit engagement project file in b)(?)(E)
~------'

4

fb)(?)(E)

~b)(7)(E)

IThese documents are located on the

I

(b)(?)(E)

A method of sampling that does not use stat.istical mathematics and methods. Rather, it is based on aud.itor's
judgment; commonly referred to as a judgment sample.
6
A method of sampling based on statistical probabilities, mathematics, and methods.
7
The sampling methodology document shall describe: objective of the audit engagement, universe, sampling
methodology, design (precision, en-or rate, and confidence level, if statistical), sample size, and any expected results
based on our knowledge of the audit topic.

7
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All sampling methodologies require the approval of the Assistant Inspector General for
Audit. The methodology shall be adequately described in the engagement work program
and subject to the related approval process. If the methodology is too detailed to include in
the engagement work program, a separate approval meeting shall be scheduled with the
Assistant Inspector General for Audit and the applicable Deputy Assistant Inspector General
for Audit.
For a statistical sampling methodology, the engagement team will ensure the methodology
has been verified and received and concur that it meets and supports the audit's objectives
via a confirmation as depicted in Exhibit C, Confirmation ofA udit Sampling Design
Methodology in A udit Engagements. 8
An OIG statistician administers the verification and concurrence process for a statistical
methodology. The statistician shall deliver the methodology to an independent reviewer,
who may be internal or external to OIG, and request confirmation regarding the soundness
of the methodology (i.e., whether the design elements are statistically viable and will
support the objectives of the audit) . The independent reviewer wil1 use whatever tools
necessary to assess the methodology and will provide feedback. The statistician is
responsible for ensuring that the reviewer is in concurrence, and if not, the statistician is
responsible for making any needed design adjustments to the methodology. The
independent reviewer will provide the statistician with documented concurrence that the
sample design is sufficient to meet the obj ectives of the audit. The statistician shall provide
this documentation to the audit team for inclusion in the audit engagement project file.
The confirmation process is conducted before approval of the sampling methodology by the
Assistant Inspector General for Audit.
F.

PROCEDURES FOR MAINTAINING QUALITY WHEN REPORTING RESULTS IN
AUDIT PRODUCTS

The foundation for establishing and maintaining quality when reporting results in audit
products is grounded in our audit process. The following directives describe various elements of
our system of quality control:
•
•
•
•

IG 73 15, Financial Audits - Audit Reporting
IG 73 16, Peiformance Audits -Audit Reporting
IG 7317, Attestation Audits - Audit Reporting
IG 7401, Interim Reports

(b)(7)(E)

8
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Auditors are required to adhere to the policies and procedures contained in these directives.
Auditors will apply the following additional procedures to facilitate ensuring quality when reporting
audit results.
1. Confirmation of Audit Sampling Results and Reported Projections in Audit Products.

All statistical sampling results and any related projections require a confirmation by an
external reviewer. Auditors will ensure that all statistical results and projections are verified
by the OIG statistician whenever a statistical sample is used in an audit engagement and
statistical projections are reported.
The statistician is responsible for obtaining a confirmation of all statistical estimates and all
associated numbers used in audit products. The statistician is required to send all raw data
used for projections, together with the sampling methodology, to an independent external
reviewer, generally another statistician. The independent external reviewer will use
whatever techniques and software necessary to recalculate all proposed statistics. The
statistician is responsible for ensuring that the reviewer's statistics match OIG' s for all data.
Auditors shall document the confirmation products and results. The output from the work
completed by the external reviewer will be provided to the auditors for inclusion in the audit
engagement file. Additionally, the statistician shall provide a confirmation as depicted in
Exhibit D, Confirmation ot"Audit Sam Jin Results and Reported Projection(s) in Audit
Products, for inclusions in (b)(?)(E)
2. Cross-referencing Audit Products to Supporting Audit Documentation.
Before cross-referencing the audit product to appropriate, sufficient, supporting audit
documentation, the engagement team Director and Assistant Director will ensure all
suppo1ting audit documentation, whether it supports the audit product or not, evidences
supervisory review.9 Additionally, the engagement team Director and Assistant Director
will confirm all supervisory review comments provided during audit engagement fieldwork
10
11
have been satisfactorily resolved and disposed. Essentially, if the supporting audit
documentation has not been thoroughly reviewed, the engagement team and the related audit
product are not ready for the cross-referencing process.

9

Simply stated, all evidence in the audit engagement project fi le must evidence supervisory review before a~ cr""'o""'s,,..·------.
s
referencing can start. This does not mean every item in the audit engagement project file reflects a cun-ent...
f b_)(_7l_(E_)...,....._ _.
state of reviewed (blue square) at the start of cross-referencing the audit product to the suppo1ting audit documentation.
However, it does mean that all completed supporting audit documentation has been reviewed at some point in the
engagement, recognizing that some rocedures e.g., exit conference) cannot be completed at that time. Rather, some
audit documentation may reflect a (b)(7)(E)
rate of edited since reviewed (red flag). Regardless of the state, the
Director and Assistant Director must ensure the audit engagement project file reflects adequate supervisory review in
accordance with professional standards and OIG policies and practices.
10
The auditor has addressed the supervisor 's review comment.
11
The supervisor has accepted the addressing of the comment by the auditor and has cleared the comment as completed;
no further action is needed.

9
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The engagement team is responsible for cross-referencing 12 the audit product and shall
utilize audit documentation suite functions to conduct the cross-referencing of the audit
product to appropriate, sufficient audit documentation.
The engagement team shall cross-reference the following metrics, elements, and reporting
concepts13 directly 14 to appropriate, sufficient supporting audit documentation:
•
•
•
•
•
•
•
•
•
•
•
•
•

numbers
dates
time frames
names (e.g., personal, titles, offices, organizations, etc.)
identifiers (e.g., sample numbers, unique identifiers, etc.)
audit scope
audit objectives
findings (condition, cause, criteria, effect, recommendation)
referenced legislation (e.g., laws, regulations, etc.)
OIG determinations, conclusions, opinions
exhibits, attachments, figures, charts, tables, etc.
auditee responses
abbreviations 15

The remainder of the audit product shall be cross-referenced indirectl/ 6 to appropriate,
sufficient supporting audit documentation. Cross-references are incorporated into an
electronic version of the audit product. Summarization of su ortin audit documentation in
greatly
a hierarchical approach (as detailed in the b)(7 l(E)
facilitates the cross-referencing process.
The location and frequency of cross-references in the audit product and supporting audit
documentation are a matter of professional judgment. Generally, a reference in the audit
product (reporting terminus 17) should be located as close to the metric, element, concept, or
remainder narrative as possible. Correspondingly, the reference to the audit documentation
(supporting terminus 18) should be located as close as possible to the metric, element,

I

1
~

Generally, this is performed using ~(b)(?)(E)
Parts of the audit product (e.g., scope, obJectJves, fmdmgs, exhibits, agency response, etc.).
Directly is defined as a word-to-word match from the audit product to the supporting audit documentation.
15
For abbreviations, the word-to-word match is defined as matching, for consistency of use, the abbreviation in the
narrative body of the audit product to the acronym listing in the exhibit. However, the use of the acronym is predicated
by its existence, definition, and use in the supporting audit documentation in the engagement project file.
16
lndirectly is defined as not necessarily a word-to-word match, but a cross-reference to definitive statements that
correlate, support, explain, and provide the reader and the unassociated referencing team with no doubt as to the
sufficiency of the supporting audit documentation. Inherent in this concept is the fact that complete and sufficient
supporting audit documentation evidences supervisory review, and all audit engagement fieldwork supervisory review
comments were satisfactorily cleared by the engagement team. Indirect cross-references are not verbatim.
17
A location in the audit product where a cross-reference exists that references the supporting audit documentation.
18
A location in the audit documentation where a cross-reference exists that re ferences the audit product.
1
·'
14

10
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concept, or remainder narrative in the supporting audit documentation. In supporting audit
documentation, this may require adequately cross-referenced summaries and multiple crossreferences. Given sufficiently written and adequately cross-referenced summarizations, 19 it
is acceptable to have sizable sections of audit product narrative supported by limited crossreferences.
20
The engagement team shall cross-reference the auditee's response and OIG position
sections of the audit product to sufficient, appropriate, supporting audit documentation. The
engagement team shall cross-reference all exhibits and attachments to audit products to
sufficient, appropriate, supporting audit documentation.

Cross-referencing the audit product to the supporting audit documentation should be the
engagement team's primary focus. The engagement team should be dedicated to this task
with minimal interruptions. It is the responsibility of the engagement team's management
(Director and Assistant Director) to ensure staff dedication and prioritization to the act of
cross-referencing. This approach facilitates a timely cross-referencing and limits
distractions which could result in errors.
All products derived from cross-referencing audit product to the supporting audit
documentation shall be documented in the referencing section of the audit engagement
project file. This section shall contain the cross-referenced audit product.2 1
When cross-referencing of the audit product is complete, the engagement team Assistant
Director will prepare, sign, and date Exhibit A, Checklist for Unassociated Referencing
Reviews, of this directive and present the audit engagement to the engagement team Director
for an unassociated referencing review. Then, the engagement team Director will notify the
assigned referencing team that the audit product is ready for an unassociated referencing
review and provide any specialized instructions and timeframes.
3. Unassociated Referencing Reviews.
The unassociated referencing review of an audit product is the tent pole around which the
Office of Audit's system of quality control is centered. It provides the basis and assurance
that the findings, recommendations, and other nan-ative in our audit products are credible to
19

fo addition to the hierarchical summaries per the (b)(?)(E)
'-----------r.:--,=-:--,.,,.,----.----------'
b)(?)(E)
a hierarchical cross-referencing from the b)(?)(E)
etails tab to the
(b)(?)(E)
text through to the audit product is a best practice which penmts arger sections of audit product
narrative to be supported by limited cross-references. T his act also facilitates complying with thq(b)(?)(E)
~ W~)

I

-------

20For instances where the auditee's response is paraphrased in the audit report, a separate working paper should exist
which depicts the reduction of the official response to the reported paraphrased version.
21
Regardless of how the audit product is partitioned to effect cross-referencing, the engagement team shall document a
completely cross-referenced audit product file in the referencing section of the audit engagement project file. Audit
product files may reflect discrete, piece-meal cross-referenced sections to facilitate the process; however, a complete,
fully cross-referenced version of the audit product must be created, managed, and maintained. The complete version
should be self-evident or labelled as such in the audit engagement project file.

11
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all users. At the Senior Audit Management, Deputy Inspector General, and Inspector
General levels, it provides the assurance that the audit products on which they provide
testimony to Congress are accurate and supported. To that end, an unassociated referencing
review is one of the most important tasks required of an auditor in the Office of Audit.
The unassociated referencing review is conducted by a referencing team comprised of an
Assistant Director and other audit staff, as necessary, who are not involved with the audit
engagement subject to review. The referencing team Assistant Director is directly
22
responsible to the referencing team Director for ensuring the careful and thorough
performance of the unassociated referencing review. The referencing team should
collectively possess adequate professional competence for the tasks required. The
referencing team Director is responsible for ensuring the professional competence of the
referencing team.
The unassociated referencing review does not start until certain criteria are met. The
unassociated referencing review shall not be initiated until the:
a. engagement team Assistant Director has ensured the supporting audit
documentation is in order;
b. engagement team Assistant Director has ensured the audit product is complete,
accurate, prepared in accordance with policy, and properly cross-referenced to the
supporting audit documentation;
c. engagement team Assistant Director has prepared, signed, and dated exhibit A; and
d. engagement team Director concurs these criteria have been met.
Additionally, all audit ster and evidence should reflect electronic signoff as prepared and
The referencing team Assistant Director shall confirm all audit
reviewed in l<bl(7l(El
documentation evidences supervisory review before initiating the unassociated referencing
review. If the referencing team Assistant Director cannot cany out this responsibility based
on the condition of the audit engagement project file, the referencing team Assistant
Director shall notify the referencing team Director. The Director should effectively and
efficiently resolve the matter.
An unassociated referencing review process shall be conducted prior to the issuance of the
discussion draft of the audit product and, if necessary, prior to the issuance of the final audit
23
product. At any time, a senior management official may request an additional or
subsequent unassociated referencing review. The referencing review and related
documentation should be completed in accordance with the fbl(7l(El
~bl(7l(El
land this directive.
,....__ _ _ _ _ _ _____,
All exhibits and attachments to audit products are subject to the unassociated referencing
review.
22

The referencing team Director may be the Director responsible for the audit engagement or a Director from a different
work unit depending on how the unassociated referencing review was planned and conducted.
23
For the purposes of this statement, senior management official is comprised of Deputy Assistant Inspectors General
for Audit or the Assistant Inspector General for Audit.
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Referencing team members will conduct the unassociated referencing review. Referencing
team members shall trace cross-references in the audit product to the supporting audit
documentation presented by the engagement team to assess, reconcile, verify, and validate
the cross-reference. Members shall confirm the direct and indirect cross-references
presented by the engagement team. This confirmation is based on a verification and
validation of the audit product nan-ative to the supporting audit documentation. In some
instances, especially for indirect cross-references, there may not be a word-to-word match.
In those cases, the member shall confirm the audit product narrative is contextually clear and
readily derivable from the supporting audit documentation linked via the cross-reference. If
not, the member should provide a referencing comment or consult with the engagement
team.
Referencing team members will apply a professional approach24 and good business sense
when tracing cross-references. For some cross-references, the supporting terminus crossreference may not be in the location where the referencing team member expects or desires
it to be. Referencing teams shall not provide referencing comments from this perspective.
Referencing comments should address the contextual sufficiency and adequacy of the crossreference. Moreover, the referencing team member may have to contextually read multiple
paragraphs or potentially the whole page, spreadsheet, image, etc., to assess, reconcile,
verify , and validate the cross-reference. Similarly, this perspective may exist at the
reporting terminus cross-reference in the audit product.
Referencing team members also assess the accuracy, adequacy, or sufficiency of the
supporting audit documentation from a reporting perspective. As the referencing team
conducts the unassociated referencing review, if anything comes to their attention regarding
the accuracy, adequacy, or sufficiency of the supporting audit documentation, they should
inform the engagement team Director of their concerns in writing with a courtesy copy to
the applicable Deputy Assistant Inspector General for Audit. The Director shall resolve the
concerns with both the engagement team and referencing team Assistant Directors and
document the disposition of the concerns in a written response with a courtesy copy to the
applicable Deputy Assistant Inspector General for Audit. This determination is a matter of
auditors' professional judgment and should be managed in a constructive manner.
It is the referencing team's responsibility to take exception to unsupported or incomplete
cross-references. Referencing team members shall document all noted referencin
exceptions via a referencing comment utilizing the (b)(?)(E)
-----...-------,-,--,--...,...._..
Engagement team members shall document agreement or disagreement with t e referencing
team' s comments utilizing thel(b)(?)(E)

I

a.

If there is agreement, the engagement team makes the requested changes.

24
A best practice to initiate tracing is for each member of the referencing team to conduct a cold read of the complete
audit product.
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b.

If there is disagreement, the referencing team Assistant Director shall discuss
unresolved items with the engagement team Assistant Director. If unresolved

items persist, the Assistant Directors shall elevate such items to the referencing
team Director for resolution. The referencing team Director shall provide timely
resolution of unresolved items.
The referencing team Assistant Director's role is not merely to identify items requiring
con-ective action. The referencing team Assistant Director takes an active role as a partner
to produce the best audit product possible. Therefore, the referencing team Assistant
Director shall:
a.
b.

ensure resolution for all identified items requiring corrective action, and
document the effected resolution for all identified items.

At no time should the engagement team or the referencing team be in an adversarial
relationship. Moreover, it is a Director's responsibility to ensure an adversarial relationship
does not exist.
Some audit products will require multiple unassociated referencing reviews. This will be
necessary due to effects and impacts of edits made to the audit product after conclusion of
the prior unassociated referencing review. In many cases, audit product language is edited
after the draft audit product is issued. Findings are often edited based on OIG review
processes, as well as edits resulting from auditee's comments or rebuttals to draft audit
products, introducing new data into the audit product. All changes, regardless of origin,
should be reviewed from two perspectives: (1) impact to the audit product as a whole and
(2) discrete substantive changes. These perspectives include the context of the change in
relation to the:
a. effect of the introduction of new material to the complete audit product or topic of
discussion, and
b. effect of a change to key metrics, elements, concepts of findings and
recommendations, and reporting concepts per professional standards.
The decision to resubmit the audit product for additional unassociated referencing review is
dependent on these two conditions. The changes described above do not always necessarily
constitute a substantive change to the audit product; however, they typically do.25 These
changes should be reviewed, considered, and addressed in the context of the audit product or
topic of discussion. This is a matter of auditor's professional judgment. If, in fact, the
changes do substantively change the audit product, the engagement team Director shall
resubmit the changed portions26 of the audit product for an additional unassociated
referencing review to ensure the quality of the audit product. For audit products where the
25

Any changes to metrics, elements, and concepts bulleted in section F.2 of this directive shall be subject to an
additional unassociated referencing review.
26
Ibid.

14
October 2014

IG-7323
Change 5
engagement team Assistant Director or Director has any concern about not resubmitting the
audit product for additional unassociated referencing review, they shall take a conservative
approach and resubmit the audit product for additional review out of an abundance of
caution and dedication to quality.

As multiple unassociated referencing reviews are conducted, the current a udit product
review will be limited27 to addressing substantive changes that were made to the audit
product since the most recent unassociated referencing review. As a matter of practice, to
the extent possible, the Director should utilize the same referencing team to faci litate an
effective and efficient additional review. The engagement team Director shall confirm and
document in exhibit A whether the final audit product unassociated referencing review is
warranted.
The decision not to conduct an additional review on a changed audit product requires the
confirmation of senior management in the Office of Audit. A decision by the engagement
team Director to not reference a final audit product after changes have been made to the
draft audit product must be discussed and confirmed with the applicable Deputy Assistant
Inspector General for Audit or the Assistant Inspector General for Audit. A decision,
justification, and confirmation28 shall be included in the referencing section of the audit
engagement file inlCb)(?)(E)

I

Both the engagement and referencing team Assistant Director, as well as the Director, shall
complete and sign Exhibit C, Unassociated Referencing Review Resolution, to this directive.
Additionally, the engagement team shall include a copy of the l(b)(?)(E)
documenting all unassociated referencing review comments in the referencing section of the
engagement project file. This action documents the completion of the unassociated
referencing review process in accordance with the Office of Audit's system of quality
control and documents engagement management's representation whether the audit product
meets OIG requirements. It is the referencing team Assistant Director's responsibility to
inform the applicable Deputy Assistant Inspector General for Audit or the Assistant
Inspector General for Audit if all supporting documents to this directive (exhibits A, B, C,
[are not completed or documented in the audit
D, and fb)(?)(E)
documentation smte at the cone usion of the unassociated referencing review process.

I

In the conduct of the unassociated referencing review process, all supporting documentation
to this directive (exhibit A, B, C, and D) shall be completed, signed, approved, and
documented in the referencing section of the audit engagement file before submission for
signature and release of the discussion draft audit product for all items, except the "no
27

Although the application of the review is limited to the changed portions, the cond uct of the review is not limited.
Specifically, all unassociated referencing reviews are conducted in accordance with this directive. Therefore, the
following must be conducted when applying this directive to subsequent unassociated referencing reviews: review
initiation criteria are met; supporting audit documentation has been confirmed as reviewed; reviewing team is
unassociated; cross-references are assessed, reconciled, verified, and validated; supporting docwnentation is assessed
for accuracy, adequacy, and sufficiency from a reporting perspective; and the changes were reviewed from the two
context relation perspectives.
28
An email is sufficient as documentation.
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substantive changes" confirmation which is required before signature and release of the final
audit product.

G.

All products derived from the unassociated referencing review shall be documented in the
referencing section of the audit engagement project file.
PROCEDURES FOR PERIODIC MONITORING OF THE OFFICE OF AUDIT'S SYSTEM
OF QUALITY CONTROL

The Office of Audit has established policies and procedures for monitoring of quality. These
policies and procedures are designed to be ongoing periodic assessments of the system of quality as
well as the work completed within the system. The Office of Audit analyzes and summarizes the
results of its monitoring process and identifies any systemic or repetitive issues needing
improvement. Any recommendations or corrective actions resulting from these monitoring
activities are communicated to appropriate personnel.
1. Periodic Monitoring of System of Quality Control.
On an annual basis,29 a Deputy Assistant Inspector General for Audit shall review all
relevant audit directives for the Office of Audit. During this review, the Deputy Assistant
Inspector General for Audit will review directives for clarity, content, revisions needed to
incorporate changes to professional standards, adoption of best practices, integration of
internal and external peer review feedback, enhancements to the audit documentation suite,
and changes to the professional auditing industry.
At the conclusion of this review, the Deputy Assistant Inspector General for Audit will
report to the Assistant Inspector General for Audit the results of the annual directives review
via an annual quality report. Additionally, the report will include the annual compliance
statistics from periodic monitoring reviews, any systemic or repetitive issues, and
recommendations for coITective actions.
2. Periodic Monitoring of Audit Documentation Suite and Templates.
On an annual basis, a Deputy Assistant Inspector General for Audit in conjunction with the
l(b)(?)(E)
[shall review appliedfb)(?)(E)
!modules and library
templates for completeness and sufficiency. During this review, the Deputy Assistant
Inspector General for Audit will review the suite for content, which includes such things as
revisions needed to incorporate changes to professional standards, the adoption of best
practices, integration of other suite modules, enhancements to the suites, and software
version releases by the vendor.
At the conclusion of this review, the Deputy Assistant Inspector General for Audit will
include in the annual quality report to the Assistant Inspector General for Audit the results of
the audit documentation suite review.
29

Once per fiscal year.
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3. Periodic Monitoring of Audit E ngagement Files.
The Office of Audit will review its audit engagement project files for quality on a periodic
frequency. Headquarters Assistant Directors shall conduct the review, assessin audit
~..........--~-ro~·~e_
c t_f_il_e_s ~u. . .sing a review guide/checklist managed by the (b)(?)(E)

Monitoring reviews will be conducted on a quarterly basis.3° Headquarters Assistant
Directors will nonstatistically select a sample of audit engagement project files from the
current audit electronic portfolio inl(b)(?)(E)
Headquarters Assistant Directors will
review the audit engagement project file utilizing the current version3 1 of the review
checklist. Headquarters Assistant Directors will document their review on the review
checklist providing comments for all exceptions observed. Headquarters Assistant Directors
will provide the review checklist to the engagement team for resolution with a courtesy copy
to the applicable Deputy Assistant Inspector General for Audit. Additionally, Headquarters
Assistant Directors will record all exceptions on the quarterly compilation spreadsheet to
facilitate calculations of internal compliance metrics. Headquarters Directors are
responsible for ensuring the quality reviews are completed for their work units.

I

Engagement teams shall perform timely resolution for all exceptions noted on the review
checklist. The engagement team Assistant Director has 15 business days to respond/effect
corrective action. The en a ement team shall enter the review checklist into the audit
b)(?)(E)
engagement project file in.__
_____.
Staff in the Audit Business Operations Unit will compile quarterly and annual compliance
statistics and provide them to audit management.
H.

QUALITY ASSURANCE REVIEWS

The Office of Audit actively participates in the Office of Compliance and Integrity's quality
assurance review program. The Assistant Inspector General for Audit will provide staff as
requested to conduct reviews. The Office of Audit will respond timely to all quality assurance
reviews and integrate agreed to recommendations into its policies and practices.
The results of any quality assurance reviews conducted during the year will be considered in
the annual quality report to the Assistant Inspector General for Audit.
I.

30
31

EXTERNAL PEER REVIEWS

A frequency of four times per fiscal year.
7
The review checklist will be updated as needed by the ~rb_)(_
l_(E_
l _ _ _ _ _ _ _ _~
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The Office of Audit participates in The Council of the Inspectors General on Integrity and
Efficiency's external peer review program. The Office of Audit will obtain an external peer review
at least once every 3 years per Government Auditing Standards.
The Office of Audit will publicly post its most recent peer review report via various mediums,
including on the OIG website.
The results of any external peer reviews during the year will be considered in the annual quality
report to the Assistant Inspector General for Audit.

END
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AUDIT
Auditor Professional Judgment and Competence
APPROVAL/TRANSMITTAL
This is a new manual section that complements and expands the Office of Audit's policy
regarding the general standards contained in Government Auditing Standards.
OIG personnel shall follow the procedures in this directive, which incorporate and supplement
Government Auditing Standards. Government Auditing Standards will prevail if this directive
and Government Auditing Standards appear to disagree. Government A uditing Standards also
prevail for instances where this directive is unclear or has not been updated to reflect a revision
to Government Auditing Standards.

Sgned by the JG 02-04-15
PHYLLIS K. FONG
Inspector General

A. BACKGROUND

Government Auditing Standards establish general standards and provide guidance for
performing financial audits, attestation engagements, and performance audits. The general
standards, along with overarching ethical principles, 1 establish a found ation for the credibility of
auditors' work. These general standards emphasize the importance of the independence of the
audit organization and its individual auditors, 2 the exercise of professional judgment in the
performance of work and the preparation of related reports, the competence of staff, and quality
control and assurance.3
An auditor's professional judgment includes exercising reasonable care and professional
skepticism. Reasonable care includes acting diligently in accordance with applicable
professional standards and ethical principles. Profess ional skepticism is an attitude that includes
a questioning mind and a critical assessment of supporting audit documentation. Applying
professional judgment is important to auditors in carrying out all aspects of their professional
responsibilities, including following the independence standards and related conceptual
1
For example, individual auditors who are members of professional organizations or are licensed or certified professionals may
also be subject to ethical requirements of those professional organizations or licensing bodies. Auditors are also subject to
Government ethics laws and regulations.
2
IG 7213, Auditor Independence details the Office of Audit's policy and guidance regard ing independence.
3
IG 7323, System of Quality Control details the Office of Audit's policy and guidance regarding its system of quality control.
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framework; maintaining objectivity and credibility; assigning competent staff to the audit;
defining the scope of work; evaluating, documenting, and reporting the results of the work; and
maintaining appropriate quality control over the audit process.
An auditor's consideration of the risk level of each audit, including the risk of arriving at
improper conclusions, is also important. Within the context of audit risk, exercising professional
judgment in determining the sufficiency and appropriateness of evidence to be used to support
the findings and conclusions based on the audit objectives and any recommendations reported is
an integral part of the audit process. Auditors have a responsibility to exercise professional
judgment in planning and performing an audit. Government Auditing Standards do not imply
unlimited responsibility, nor do they imply infallibility on the part of either the individual auditor
or the audit organization. Absolute assurance is not attainable due to factors such as the nature of
supporting audit documentation and the characteristics of fraud. Professional judgment does not
mean eliminating all possible limitations or weaknesses associated with a specific audit, but
rather identifying, assessing, mitigating, and explaining them.
Competence is derived from a blending of education and experience. Competencies are not
necessarily measured by years of auditing experience because such a quantitative measurement
may not accurately reflect the kinds of experience gained by an auditor in any time period.
Maintaining competence through a commitment to learning and development throughout an
auditor's professional life is an important element for auditors. Competence enables an auditor
to make sound professional judgments. The audit organization's management should assess skill
needs to consider whether its workforce has the essential skills that match those necessary to
perform the particular audit. Accordingly, audit organizations should have a process for
recruitment, hiring, continuous development, assignment, and evaluation of staff to maintain a
competent workforce. The nature, extent, and formality of the process will depend on various
factors such as the size of the audit organization, its structure, and its work. Auditors perfonning
work in accordance with Government Auditing Standards, including planning, directing,
performing audit procedures, or reporting on an audit conducted in accordance with Government
Auditing Standards, should endeavor to maintain their professional competence through
continuing professional education (CPE) in accordance with IG-3410, Training and
Development.
Personnel assigned to conduct an audit engagement in accordance with Government Auditing
Standards should collectively possess the technical knowledge, skills, and experience necessary
to be competent for the audit engagement. Specifically, in relation to the audit objectives, the
staff assigned to a Government Auditing Standards engagement should collectively possess:
•

•
•

Knowledge of Government Auditing Standards applicable to the type of work they are
assigned and the education, skills, and experience to apply this knowledge to the work
being performed;
General knowledge of the environment in which the audited entity operates and the
subject matter;
Skills to communicate clearly and effectively, both orally and in writing; and
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•

Specialized skills, in relation to their engagement assignments, in statistical or
non-statistical sampling; information technology; specialized audit methodologies or
analytical techniques; and specialized knowledge in subject matters, such as scientific,
medical, environmental, educational, or any other specialized subject if the work calls for
such expertise.

Auditors conducting financial and attestation audit engagements require additional
knowledge. Auditors performing financial audits should be knowledgeable in U.S. generally
accepted accounting principles or with the applicable financial reporting framework used, and the
American Institute of Certified Public Accountants' (AICPA) general accepted auditing
standards. Similarly, auditors performing attestation engagements should be knowledgeable in
the AICPA general attestation standard related to criteria, the AICPA attestation standards for
field work and reporting, and the related Statements on Standards for Attestation Engagements.
Additionally, auditors engaged to perfo1m financial audits or attestation engagements should be
licensed certified public accountants, persons working for a licensed certified public accounting
firm or government auditing organization, or licensed accountants in States that have multi-class
licensing systems that recognize licensed accountants other than certified public accountants.
B. DEFINITIONS
1.

Audit engagement. A work project in the Office of Audit which generally results in a
written product. These engagements are typically classified as an audit, review, or
attestation.

2.

Engagement team. The audit team that conducted the audit engagement.

3. Professional judgment. The act of exercising reasonable care and professional
skepticism. Professional judgment includes the application of the collective knowledge,
skills, and experiences of all the personnel involved with an audit, as well as the
judgment of the individual auditor. In addition to personnel directly involved in the audit,
professional judgment may involve collaboration with other stakeholders, external
specialists, and management in the audit organization.
4. Professional skepticism. An attitude that includes a questioning mind and a critical
assessment of evidence.
5. Reasonable care. The condition of acting diligently in accordance with applicable
professional standards and ethical principles.
C. POLICY

All auditors shall use professional judgment in planning and performing audit engagements
and in reporting the results of the audit engagement.
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The staff assigned to perform the audit shall collectively possess adequate professional
competence needed to address the audit objectives and perform the audit engagement in
accordance with Government Auditing Standards.
D. PROCEDURES FOR MAINTAINING PROFESSIONAL JUDGMENT IN THE CONDUCT
AND REPORTING OF AUDIT ENGAGEMENTS
Engagement teams shall document professional judgment while planning and perfo1ming
audit engagements in accordance with the following directives:
•
•
•

IG-7211, Audit P tanning;
IG-7213, Auditor Independence; and
IG-7215, Audit Documentation.

Engagement teams shall ensure that employees exercise professional judgment via the
supervisory control processes as detailed in:
•
•

IG-7314, Engagement Planning, Programs, and Supervision; and
IG-7323, System of Quality Control.

Auditors are required to adhere to the policies and procedures contained in these directives.
E. PROCEDURES FOR MAINTAINING STAFF COMPETENCE IN THE CONDUCT AND
REPORTING OF AUDIT ENGAGEMENTS
The engagement team shall document the competence of personnel assigned to the
engagement by completing Exhibit A, Checklist to Document Assigned Engagement Sta Ful ill
the Competence Standard, of this directive. This checklist shall be documented in '(b)(?)(E)
--------'
and evidence supervisory review and acceptance by the applicable Director and Assistant
Director.

If concerns arise regarding the engagement team's competence, these concerns shall be raised
by the engagement team Director to the applicable Deputy Assistant Inspector General for Audit
or the Assistant Inspector General for Audit.
END
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AUDIT
Interim Reports
APPROVAL/TRANSMITTAL

This is a new manual section that establishes the use of interim reports (formerly known as
FAST reports) and provides instruction for use in the audit process.
OIG personnel shall follow the procedures in this directive, which incorporate and supplement
Government Auditing Standards. Government Auditing Standards w ill prevail if this directive
and Government Auditing Standards appear to disagree. Government Auditing Standards also
prevail for instances where this directive is unclear or has not been updated to reflect a revision
to Government Auditing Standards.

PHYLLISlk. FON(}CS
Inspector General

A. BACKGROUND

Government Auditing Standards require auditors to issue audit reports communicating the
results of each completed performance audit. Additionally, the auditor's goal is to be of
maximwn assistance, and provide relevant evidence in time to respond to legitimate needs of
officials of the audited entity, legislative officials, and other report users. Therefore, timely
issuance of reports is an important reporting goal for auditors. During the audit, the auditors may
provide interim reports of significant matters to appropriate entity officials. Interim reports alert
officials to matters needing immediate attention and allow them to take corrective action before
the final report is completed.

B. DEFINITIONS
1. Agency Management Response. An official response provided by the audited agency
addressing the reported recommendation(s). Agency responses must include the
following:

February 2013
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•
•

•
•

A plan of action to be taken on each recommendation and proposed
completion dates for implementation of each corrective action.
A copy of the bill for collection for amounts owed to the Government and
documentary support that the amounts have been entered as a receivable on
the agency's accounting records. If final action has occurred, evidence of
collection would suffice. In certain unique circumstances, such as loans
made to borrowers for ineligible purposes, accounts receivable cannot be
established until the borrower's appeal rights have been exhausted. For final
action in situations such as this, the agency must provide evidence that an
account receivable has been established, disallowed costs have been
collected, or disallowed costs have been modified during the appeals process.
Justification for any recommendation and/or monetary amount not
considered valid.
A written agreement on reported monetary results (Attachment A of the audit
report). If an acceptable time-phased corrective action plan has been
proposed by agency management, but agreement has not been reached on the
mone
results the recommendations containin the mone
results in the

'II

b)(7)(E)

2. Interim Report. A stand-alone report of issue(s) that needs the immediate attention of
agency management prior to the completion of the engagement. Based on the agency's
response to recommendations made, management decision may be reached on the
recommendation(s) within the interim report before the related audit report is issued. The
interim report and its results shall be referenced in the final audit report.

3. Final Action. The completion of all corrective actions and receipt of required
documentation as specified in the Achievement of Management Decision Form. The
Office of the Chief Financial Officer (OCFO) has the responsibility to determine final
action for recommendation(s) where OIG has agreed to management decision. OCFO
will evaluate agency-provided documentation to support corrective actions taken and/or
planned to determine if final action has occurred.
4. Management Decision. The state of a reported recommendation when OIG agrees with
agency management's response to the subject recommendation. This includes agreement
with the plan of corrective action(s) taken and/or planned, the proposed completion dates
for planned corrective action(s), and actions for each reported recommendation.
Management decision can also be achieved directly by the completion of final action.

A management decision cannot be considered achieved until OIG concurs or until a final
determination is rendered by the Deputy Secretary (the Departmental Audit Follow-up
Official) in cases of dispute. The effective date of the management decision is the date of
OIG's correspondence to the agency expressing acceptance.

2
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5. Official Draft Report. An OIG audit report fonnally provided to agency management for
an official written response to the findings and recommendations.
C.

POLICY

Interim reports will be issued for findings requiring immediate attention. Typically, an
interim report will report on a single issue or finding requiring management's attention. Interim
reports should not to be used to report broad, systemic program or control deficiencies.
Interim reports are stand-alone audit products subject to Government Auditing Standards.
Therefore, interim reports are subject to the system of quality control in place for audit reports.
Thus, interim reports will require cross-referencing to audit documentation and an independent
referencing review. Additionally, interim reports will contain the applicable standards
compliance statement. The preparation and use of an interim report requires the approval of the
Assistant Inspector General for Audit (AIG/A).
Draft interim reports will be issued within 7-10 calendar days of briefing the AIG/A. Final
interim reports will be issued within 10 calendar days of receipt of the agency management
response.
Actions necessary to achieve timely management decisions on interim reports shall be
accomplished in accordance with the provisions of DR 1720-1, Audit Follow-up and
Management Decision. issued November 2. 2011; Expectations for Audit Assignment
Management, issued November 22, 2011; IG-7218 Management Decision Process; and this
directive.
•

•

~

•

l(b)(?)(E)

I

Intenm reports are coded mto L___Jusmg the Fonnlnterim Report by the
~--Work Unit.
D. CONTENT OF INTERIM REPORT
A draft interim report contains objectives, scope, and methodology; findings;
recommendations; and the auditors' standards compliance statement. The final interim report
contains all of the aforementioned as well as an agency response and OIG position. Refer to
IG-7316 Performance Audits-Audit Reporting for content description for elements of an audit
report. Interim reports }e created using the Report template located on the l(b)(?)CE)
ICb)(?)CEl
ite.

I

~---=In=te;:..:;rim reports are numbered by adding a sequential parenthetical extension after the
audit number for the engagement. For example, the first interim report for engagement
number 50601-0002-31 would be numbered 50601-0002-31 (I). The second interim report for
engagement number 50601-0002-31 would be numbered 50601-0002-31 (2).

r b)(?)(E)

I
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Findings (Issues) shall be stated briefly, but in sufficient detail to meet Government Auditing

Standards and support the contention that prompt action is warranted. Recommendations shall
be made for conditions requiring corrective action.
A final interim report should be no longer than IO pages.

E. PROCEDURES FOR PREPARING AND ISSUING AN INTERIM REPORT
During the conduct of the engagement, if a work unit identifies an issue that needs to be

reported through an interim report, the engagement team will schedule a briefing with the
AIG/A, appropriate Deputy AIG/A, Headquarters Director and staff, and the engagement's
Writer/Editor.

Generally, the following criteria should be used to assess if the issue warrants an interim
report:
requires immediate action by management or those charged with governance;
has a direct and current impact on the engagement topic (agency program);
could affect human or agricultural safety or has the potential for loss of life;
could result in a material monetary loss to the program or poses a significant risk of such
a loss; or
5. any other criteria deemed worthy of an interim report by the AIG/A.

1.
2.
3.
4.

At the briefing, engagement team members will present information to demonstrate that they
developed the elements of the findings, have the necessary support and evidence to support the
proposed recommendations, and have discussed the issue with the appropriate agency
representatives and any others charged with governance.

No later than 5 calendar days after the briefing, the engagement team will provide the
proposed draft interim report to the AIG/A and appropriate Deputy AIG/A for review and
comment. Any comments will be provided back to the engagement team within 1-2 calendar
days. Engagement teams will incorporate all agreed upon changes within 2 calendar days.
Based on this process, a draft interim report should be issued to the agency management and
those charged with governance within 7-10 calendar days of briefing the AIG/A.
The work unit is responsible for ensuring that the draft interim report undergoes a
referencing review, before it is submitted for Headquarters' review, in accordance with IG-7323.
The work unit will ensure that the draft interim report includes a statement instructing the
agency to send a written Section 508-compliant agency management response within IO days of
the date of the interim report and seeking concurrence with the interim report's issues,
recommendations, and monetary results, if applicable.

4
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The work unit will ensure that interim reports issued at the national level are addressed to the
Agency Administrator or to a higher level, if appropriate, through the Agency Liaison Officer.
Interim reports shall be promptly issued through the Headquarters' division.
The Headquarters Director shall ensure that the Assistant or Under Secretary is provided a
copy of interim reports issued to the Agency Administrators, as deemed appropriate.

The work unit will ensure that the agency's response to the draft interim report will be
incorporated into the final interim report.
If management decision is reached through the agency management response, this will be
reflected in the final interim report's OIG position section. Agency management responses that
do not concur or propose inadequate corrective action plans shall be promptly evaluated and
addressed, as appropriate, in the final interim report's OIG position section.
The work unit will foJJow the instructions in IG-7217, Transmit/al and Distribution ofAudit
Reports, on how to administer the interim report process.
F. PROCEDURES FOR INTERIM REPORT MANAGEMENT DECISION PROCESS
Agency management response for each recommendation reported in a draft interim report is
requested 10 days from the date of draft report issuance.
The work unit responsible for making the recommendation in the interim report will evaluate
the agency management response to detennine whether the response addresses the
recommendation and OIG accepts the management decision. The AIG/A will sign all
management decision correspondence associated with interim reports. Timeframes,
responsibilities, and procedures for achieving management decision for interim report
recommendations are outlined below:
1. Management Decision Accepted for One or More Recommendations. Within 3 days of
receipt of the agency's reply to a draft interim report, OIG will take the following
actions:
a.

The work unit responsible for the audit will prepare a confinnation memorandum
to the agency (with a copy to OCFO) conveying OIG's acceptance of the agency's
management decision. The memorandum will infonn the agency of:
1. The recommendation(s) where management decision has been reached between
OIG and the agency. A copy of the agency response, the memorandum, and
the Achievement ofManagement Decision Form will be provided to the OCFO.
2. Advice to follow internal agency procedures in forwarding final action
correspondence to OCFO.

5
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3. The need for final action on the management decision to be completed within
I year of the date of the management decision to preclude being listed in the
Department's Performance and Accountability Report.

b.

Work units will prepare the Achievement ofManagement Decision Form for all
recommendations for which management decision has been newly achieved (see
exhibit A of IG-7218) via the draft interim report. Where space permits, multiple
recommendations and the associated management decisions/OIG position can be
described on a single form. If the agency provides a single corrective action which
would fulfill multiple recommendations, the recommendations should each be
restated followed by the agency response and OIG's position, the estimated (or
final) completion date, and if final action has not been taken, a description of the
actions and/or documents necessary to achieve final action.

c.

Depending upon the signatory level, the applicable Headquarters' division or the
work unit will transmit the mernorandwn and the form to the auditee, OCFO, and
as applicable, the Headquarters' division.

d.

The date on the Achievement ofManagement Decision Form should correspond to
the date the final interim report was issued. Therefore, the work unit should take
care to ensure the management decision correspondence (confirmation
memorandum and the Achievement ofManagement Decision Form) is issued after
release of the final interim report when management decision has been accepted
for at least one or all of the report's recommendations.

e.

Regional/field offices will prepare documents forl(b)(7)(E)
of information entered.

f.

Regional/field offices will input all correspondence into._fb_>< _><_E>_ __.

land ensure the accuracy
7

2. Management Decision Not Accepted for Recommendations.
If agreement cannot be reached through correspondence or by telephone, meetings with
agency personnel should be arranged. If at any time the regional/field office and
program agency reach an impasse, or if the agency's reply is not received in a timely
manner, the matter should be referred immediately to the next higher management
official level, if appropriate.
Within 3 days of receipt of the agency's reply to a draft interim report, OIG will
take the following actions:
a. The work unit responsible for the audit will prepare a confirmation memorandum
to the agency (with copy to OCFO) conveying a response or explanation of the
reasons for disagreement, the actions needed to reach agreement or correct the
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conditions, and recommending meetings with the auditee, as applicable. If
needed, any additional information should be requested within a specified
timeframe to be discussed with the AIG/A.
At this stage in the management decision process, interim reports parallel the audit report
process for management decision and final action. Refer to IG-7218 for consideration of the
management decision process at the 90, 120, 135, and 150 day milestones. Additionally, the
provisions in IG-7218 concerning changes in management decision also apply to interim report
recommendations.

G. OTHER REPORTING ASPECTS OF INTERIM REPORTS
The interim report reporting model does not include a Management Consensus-Building
Outline, official draft, or equivalents. Specifically, an interim report is issued in draft, an agency
response is received, and then the interim report is issued in final.
Interim report recommendations are tracked and administratively managed separately from
the recommendations in the related audit report. Interim report recommendrions are ttlcked
separately from audit report recommendations both by OCFO and by OIG's (b)(?)(E)
For an engagement that resulted in the issuance of interim report(s), the engagement audit
report will reference the issued interim report(s). Additionally, if interim reports were issued, the
audit report will contain an exhibit to the report that will include the interim report(s) number,
title, date of issuance, and a statement directing the reader to the OIG website for copies of the
interim report(s).
Interim reports are stand-alone products. Therefore, final audit reports will not include the
findings of an interim report or the related recommendations. However, a short narrative
description of the interim report is permissible if it is deemed necessary to appropriately depict a
related finding in the engagement audit report.

END
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AUDIT

Single Audits of State and Local
Governments and Non-Profit Organizations

APPROVAL/TRANSMITTAL
This manual section has been revised to reflect organizational and title changes; specifically, the
creation of the Council of the Inspectors General on Integrity and Efficiency (CIGIE).
Office of Inspector General (OIG) personnel shall follow the procedures in this directive, which
incorporate and supplement Government Auditing Standards. Government Auditing Standards will
prevail if this directive and Government Auditing Standards appear to disagree. Government
Auditing Standards also prevail for instances where this directive is unclear or has not been updated
to reflect a revision to Government Auditing Standards.
This supersedes IG-7510, dated May 23, 2006. Remove and destroy previous editions.

Signed by the JG 4-16-2014
PHYLLIS K. FONG
Inspector General

A.

BACKGROUND

All non-Federal entities that expend $500,000 or more of Federal awards in a year are
required to obtain an annual audit in accordance with the Single Audit Act Amendments of l 996,
Office of Management and Budget (0MB) Circular No. A-133, Audits ofStates, Local
Govemments and Non-Profit Organizations, 0MB Circular No. A-133 Annual Compliance
Supplement, and the Government Auditing Standards. These audits are performed by
independent State or local government auditors and independent public accountants. Recipients
expending more than $50 million a year in Federal awards shall have a cognizant Federal agency
for audit. The designated cognizant agency shall be the Federal awarding agency that provides
the predominant amount of direct funding to a recipient unless 0MB makes a specific cognizant
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agency for audit assignment. Recipients not assigned a cognizant agency for audit shall be
assigned an oversight Federal agency for audit. The designated oversight agency shall be the
Federal awarding agency that provides the predominant amount of direct awards. Where there
are no direct awards, it shall be the Federal awarding agency that provides the predominant
amount of indirect awards.
Inspectors General from each Federal agency making Federal awards shall designate one
person within the OIG as the National Single Audit Coordinator (NSAC) for that OIG. The
NSAC is the principal contact point at the Federal cognizant audit agency for single audit
matters. The NSAC should be a person in a position to coordinate single audit issues with
management and staff in the agency, be responsive to communications from other Federal
agencies about single audit matters, and be an individual to whom any single audit inquiry or
matter can be directed. The NSAC may not necessarily have the authority to respond to all
matters, but should be in a position to receive requests and inquiries, route them within the
agency as appropriate, and coordinate a response. A committee of NSAC representatives meets
on a regular basis to discuss relevant single audit issues.
0MB has designated the Bureau of the Census as the Federal Audit Clearinghouse (FAC)
for single audit reports. The PAC serves as the central collection point and repository for single
audit reporting packages of States, local governments, and non-profit organizations. These
reports and related Data Collection Forms (SF-SAC) are prepared and submitted according to the
Single Audit Act Amendments of 1996, 104 Pub. L. No. 156. The FAC processes and maintains
the reporting packages and related SF-SAC.
The PAC now maintains electronic copies of single audit reports. If a Federal agency needs
a copy of the report, that agency should first ask the auditee for a copy. If the agency is unable
to get a copy from the auditee, the agency may request a copy from the NSAC. The NSAC has
access to the report files maintained by the FAC. Federal agencies that have need of regular
access to reports can obtain FAC access through the NSAC. The FAC also maintains a list of
incomplete reporting packages that have been received but have not been processed. Anyone
can access the FAC website to obtain copies of SF-SAC at http://harvester.census.gov/sac/.
The FAC answers inquiries concerning the report submission and data collection
requirements of 0MB Circular No. A-133. The toll-free telephone number for the PAC is
(800) 253-0696. Inquiries concerning specific audit requirements will be referred to the
cognizant or oversight agency for audit, the Federal awarding agency, or 0MB, as appropriate.
The PAC will review the Schedule of Expenditures of Federal Awards for 2004, 2009,
2014, and every fifth year thereafter, to determine which Federal agency provided the
predominant amount of direct funding and therefore is the cognizant agency. The PAC will then
2
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notify the NSAC for that Federal agency via e-mail of the proposed assignment and ask them to
confirm the determination. Once the cognizant agency is confirmed, the FAC will add the nonFederal entity to the cognizant agency list with an identification of the year added. A listing of
current cognizant agency assignments is in the "Cog List Repo1t" available in Specialized
Reports (http://harvester.census.gov/sac/dissem/reports.html).
Where the U.S. Department of Agriculture (USDA) has been designated as the cognizant or
oversight agency for audit, OIG carries out the following responsibilities, pursuant to 0MB
Circular No. A-133:
1.

Provide technical audit advice and liaison to auditees and auditors.

2. Consider auditee requests for extensions to the report submission due date. The
cognizant or oversight agency for audit may grant extensions for good cause, unless
otherwise directed by 0MB. The NSAC should forward all reques ts for extensions to
the Office of the Chief Financial Officer (OCFO). OCFO will coordinate with the
funding agencies on whether to grant the extension.
3. Obtain or conduct quality control reviews (QCR) of selected audits made by nonFederal auditors and provide the results, when appropriate, to other interested
organizations.
4.

Promptly inform other affected Federal agencies and appropliate Federal law
enforcement officials of any direct reporting by the auditee or its auditor of
irregularities or illegal acts, as required by Government Auditing Standards or laws
and regulations.

5.

Advise the auditor and, where appropriate, the auditee of any deficiencies found in the
audits when the deficiencies require corrective action by the auditor. When advised of
deficiencies, the auditee shall work with the auditor to take corrective action. If
con ective action is not taken, the cognizant agency for audit shall notify the auditor,
the auditee, and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. It is the CIGIE's policy that an
auditor's non-compliance with the standards established by the Comptroller General or
other appropriate professional standards may warrant a referral to the appropriate
sanctioning or licensing authority. A referable action is when the audit report or
underlying audit work has significant inadequacies which make the audit so
pervasively deficient that users cannot rely on it.
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B.

6.

Coordinate, to the extent practical, audits or reviews made by or for Federal agencies
that are in addition to the audits required by the Single Audit Act so that the additional
audits or reviews b uild upon audits performed in accordance with the Act. Evaluate
results from the audits, where applicable, when expressing an opin ion on a Federal
agency's financial statements and compliance with laws and regulations.

7.

Coordinate the audit work and reporting responsibilities among auditors to achieve the
most cost-effective audit.

DEFINITIONS
Designated Cognizant Agency for Audit. T he Federal awarding agency that provides the
predominant amount of direct funding to a recipient unless 0MB designates a specific
cognizant agency for an audit assignment. (See 7 C.F.R. § 3052.400.)
Desk Review. A limited review of an audit conducted in accordance with the Single Audit
Act utilizing the checklists promulgated by CIGIE. (See 7 C.F.R. § 3052.105 and 0MB
Circular A-133.)
Federal Audit Clearinghouse. An entity that serves as the central collection point and
repository for single audit reporting packages of States, local governments, and non-profit
organizations. (See 0MB Circular A-133.)
National Single Audit Coordinator. The principal contact point at the Federal cognizant
audit agency for single audit matters. This individual coordinates single audit issues with
management and staff in the agency, is responsive to communications from other Federal
agencies about sing le audit matters, and is the individual to whom any single audit inquiry
or matter can be directed.
Quality Control Reviews. A review of the system of quality control applied to audits
conducted in accordance with the Single Audit Act utilizing the checklists promulgated by
CIGIE. (See 0MB Circular A-133.)
S ingle Audit. The commonly referred-to audit of all non-Federal entities that expend
$500,000 or more of Federal awards in a year conducted in accordance with the Sin gle
Audit Act (See 7 C.F.R. § 3052.105 and 0MB Circular A-133.)
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C.

POLICY

In order to carry out OIG responsibilities under 0MB Circular No. A-133 in an efficient and
effective manner, Desk Reviews (DRs) and QCRs should be performed in accordance with
the following criteria:
1.

DRs should be performed for all single audits where OIG is cognizant. Based on risk
factors and the results of the DR, the NSAC will determine if a QCR is necessary. All
QCRs and DRs are to be performed and documented using the CIGIE checklists.

2.

Where another Federal agency is assigned cognizance, OIG may assist in performing
the QCR when substantial USDA fu nds are involved.

3.

General oversight responsibility consists of providing technical assistance and advice
upon request to an auditee that does not have a designated cognizant agency. OIG
may accept additional oversight responsibility; however, the acceptance of additional
responsibilities should be limited. The decision to provide additional assistance would
normally be based on a program agency's request/concern or OIG's awareness of
problems.

4.

Results of DRs and QCRs are to be provided to the auditee, auditor, and other Federal
agencies providing funds. Major inadequacies or continued substandard performance
of independent public accountants should be referred to appropriate licensing and
professional bodies. OIG will track instances of substandard performance and minor
deficiencies in order to refer cases of contin ued questionable performance. When
referrals are made, follow the instructions in IG-7610, Referral of Independent Public
Accountants to Regulatory Bodies and USDA Debarring Officials.

END
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AUDIT
Referral of Independent Public Accountants to
Regulatory Bodies and USDA Debarring Officials

APPROVALffRANSMITTAL
This manual section has been revised to remove references to the National Association of State
Boards of Accountancy's (NASBA) Complaint Referral Handbook. The handbook is no longer
used since States provide individual g uidance regarding referrals.
OIG personnel shall follow the procedures in this directive, which incorporate and supplement
Government Auditing Standards. Government Auditing Standards will prevail if this directive
and Government Auditing Standards appear to disagree. Government Auditing Standards also
prevail for instances where this directive is unclear or has not been updated to reflect a revision
to Government Auditing Standards.
This supersedes IG-7610, dated March 19, 2007. Remove and destroy previous editions.

Signed by the JG 4-11-2014
PHYLLIS K. FONG
Inspector General

--------------------------------------------------------------------A. BACKGROUND

The Inspector General Act of 1978 requires Federal Inspectors General to ensure that all
work performed by non-Federal auditors complies with Generally Accepted Government
Auditing Standards (GAGAS) for audits of governmental organizations, programs, activities, and
functions. See 5 U.S.C. app. 3, §4(b)(l)(C). The GAGAS incorporate, by reference, the
Generally Accepted Auditing Standards (GAAS) promulgated by the American Institute of
Certified Public Accountants (AICPA). The Office of Inspector General (OIG) performs desk
reviews of audit reports and quality control reviews of audit documentation, as necessary, to
ensure compliance with the standards. As a result of these reviews, OIG can refer an
independent public accountant (IPA) to the State licensing authority and provide a copy of the
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complaint to the Professional Ethics Division of the AICPA and the appropriate USDA agency
debarring official.
The AICPA has promulgated a Code of Professional Conduct consisting of two sectionsthe "Principles" and the "Rules"- which govern the performance of professional services by
members. The Council of the AICPA is authorized to designate bodies to promulgate technical
standards under the rules, and the bylaws require members to adhere to those rules and
standards.
B. DEFINITIONS
1.

2.

Major inadequacies. Significant, pervasive, or flagrant instances of substandard
performance that make the report so questionable or unreliable that Federal assistance
providers cannot rely upon it, or OIG cannot accept it. Such instances include, but are
not limited to, the following:
a.

Deficiencies that cannot be corrected, such as an auditor's lack of independence,
conflict of interest, lack of a current license, or any complaint that, if confirmed,
would lead to a suspension or revocation of license to practice.

b.

Misrepresentations, including expressing positive opinions about obviously
deficient conditions, distorting financial statements, or omitting significant
information.

c.

Failure to perform all work required by the engagement or representing required
work as performed when, in fact, it was not performed.

d.

Gross failure to comply with GAAS, GAGAS , contract requirements, or the
applicable audit program, or failure/refusal to conect deficient work within a
reasonable time (within 90 workdays), thus diminishing the report's reliability.

Minor deficiencies. Instances of substandard performance that are not so severe as to
mislead a user of the financial statements and do not preclude release of the report and
its acceptance by OIG. Nevertheless, OIG should attempt to have the auditor correct
those deficiencies.

C. POLICY
The Office of Inspector General will refer an IPA to the applicable State licensing authority
when the IPA's performance reflects major inadequacies or continued substandard work.
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All referrals must be signed by the Assistant Inspector General for Audit. If the IP A is
a Certified Public Accountant and a member of the AICPA, a transmittal letter and a copy of the
referral package should also be sent to the AICPA's Professional Ethics Division.
Simultaneously, the USDA program agency that was the largest provider of assistance should be
notified of the results of the OIG review and furnished a copy of the referral package for review
for debarment or suspension, as appropriate.
D. PROCEDURES
If deficiencies are found during the desk review of a report, the initiation of a quality control
review of the work to identify other deficiencies should be considered. Whenever deficiencies in
audit work are identified, the IPA should be advised, the deficiency discussed, and a
confirmation letter sent to the IPA. The letter should:

1.

Cite reasons for concluding that the work was deficient.

2.

Explain the impact on Federal assistance programs.

3.

Suggest a solution for resolving each deficiency.

4.

Provide a contact point, a name, telephone number, and an address of the person
familiar with the desk or quality control review in the event the IPA has questions or is
unable to complete corrective action by the suggested date.

If the effort to obtain corrective action fails, notifications should be sent to the USDA
program agencies and any other Federal agencies providing financial assistance addressed by the
audit.

E. REFERRAL PACKAGE
1.

The referral package consists of a cover letter to the State licensing authority stating
that the referral is a complaint and including the following information:
a.

Name, telephone number, and address of the IPA who performed or was
responsible for the work.

b.

A statement as to whether the IPA is a member of the AICPA or State Society.

c.

Highlights of any audit standards that were violated or any audit requirements that
were not met.
3
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2.

d.

A brief summary of actions taken to have the deficient work corrected, along with
a description of any additional work performed.

e.

A commitment to make OIG's audit documentation available, where appropriate,
for the licensing authority's use and to make OIG personnel available at any
hearings, at management's discretion.

f.

Notice of any similar letters sent to other States or the AICP A.

g.

A request that OIG be advised of the decision rendered.

h.

A copy of the engagement letter or contract and the audit report.

1.

A copy of correspondence sent to the IPA describing how the work does not
comply with GAAS, GAGAS, the contract, or the applicable audit procedure.

J-

A copy of correspondence received by OIG that contains the IPA's views or
response, and if appropriate, a reply from OIG to the views submitted by the IPA.

k.

Any other information required by the State licensing authority.

A copy of the cover letter shall be transmitted to the IPA. Copies of the referral
packages are sent to:
a.

The appropriate program debarring official(s) within USDA.

b.

The Professional Ethics Division of the AICPA.

c.

The State licensing authority for the location of the entity audited if different than
the one that licensed the IPA.

END
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AUDIT
Non-audit Work
APPROV AL/TRANSM1TTAL
This manual section establishes policies and procedures governing non-audit work (including
non-audit services and inspections) performed by the Office of Inspector General ' s (OIG)
Office of Audit. OIG personnel shall follow the policies and procedures in this directive, which
incorporate and supplement Government Auditing Standards and the Council of the Inspectors
General on Integrity and Efficiency Quality Standards for Inspection and Evaluation (together,
"the standards"). The standards will prevail if this directive and the standards appear to conflict.
The standards also will prevail where this directive does not reflect a more recent revision to the
standards.

SEP 2 0 2018
Inspector General
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A.

BACKGROUND

In some instances, OJG's Office of Audit will perform work that is not an engagement
conducted in accordance with Government Auditing Standards. This non-audit work includes
non-audit services (described below) and inspections and evaluations conducted in accordance
with the Council of the Inspectors General on Integrity and Efficiency (CIGIE) Quality
Standards/or Inspection and Evaluation. The purpose of this directive is to provide guidance
for the performance of non-audit work by OIG's Office of Audit. This guidance incorporates
and supplements the standards and applicable OIG directives, including IG-7213, Auditor
Independence. In addition, if the non-audit work is likely to involve sensitive, personal,
proprietary, or classified information, staff should follow the policies and procedures detailed in
IG-2595, Protection ofSensitive and Personally Identifiable Information and IG-1421, Personal
Privacy Information to safeguard information.
I.

Non-audit Services.
Professional services, other than audits, attestation engagements, inspections,
evaluations, and investigations, are sometimes referred to as "'non-audit services"
or "consulting services." Non-audit services consist of tasks or services,
consistent with auditors' skills and expertise. Entity management can request
non-audit services that directly support entity operations, such as: financial
statement and accounting records preparation; internal audit assistance; internal
control evaluation; and information technology services,
In addition, audit organizations in government entities frequently provide
services that differ from the traditional professional services that an accounting or
consulting firm provides to or for an audited entity. These types of services are
often provided in response to a statutory requirement, at the discretion of the
authority of the audit organization, or to an engaging party (such as a legislative
oversight body or an independent external organization) rather than a responsible
party (such as entity management), and would generally not create a threat to
independence. Examples of these types of services include the following:
•

•

•

•

Providing information or data to a requesting party without auditor evaluation
or verification of the information or data, for example when the Office of
Audit provides final action information or statistics;
Developing standards, methodologies, audit guides, audit programs, or criteria
for use throughout the government or for use in certain specified situations,
for example when OIG creates audit guides for Certified Public Accountants
auditing Rural Housing properties;
Contracting for audit services on behalf of an audited entity and overseeing
the audit contract, as long as the overarching principles are not violated and
the auditor under contract reports to the audit organization and not to
management; and
Periodic audit recommendation followup engagements and reports, such as the
Office of Audit's Final Action Verifications.
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Furthennore, routine activities perfonned by auditors that relate to the
performance of an audit, such as providing advice and responding to questions as
part ofan audit, are not considered non-audit services. Additionally, reviews
performed by 010 under the CIGIE Quality Standards for Inspection and
Evaluation are not considered non-audit services.
For non-audit services, Government Auditing Standards only address
independence concerns. Both Government Auditing Standards and the CIGIE
Quality Standards/or Inspection and Evaluation require organizational and
individual independence in both fact and appearance when conducting audits and
inspections, respectively. The Office of Audit must avoid situations that could
lead reasonable and informed third parties to conclude that the OIG, as an
organization, is not able to maintain independence.
When considering whether to provide non-audit services in any particular
case, the Office of Audit must evaluate whether providing the particular non-audit
service creates a threat to OIG's independence, in fact or appearance, either by
itself or in aggregate with other non-audit services provided, with respect to any
audit it perfonns. For example, the Office of Audit must avoid providing any
non-audit services that involve the perfonnance of management functions, the
making of management decisions, or the perfonnance of services that are
significant or material to the subject matter of audits or that could result in
auditing OIG's own work. This directive supplements IG-7213, Auditor
Independence. All staff perfonning audit, inspection and evaluation, or non-audit
work must comply with IG-7213, Auditor Independence.

2.

Inspection and Evaluation.
The Inspector General Act of 1978, as amended, 5 U.S.C. app. 3, § l l(c) (2),
provides that members of CIGIE shall "adhere to professional standards
developed by the Council." In June 2010, CIGIE adopted the Quality Standards
for Inspections as the professional standards for all inspection and evaluation
work perfonned by member organizations. In 2012, CIGIE issued updated
Quality Standards for Inspection and Evaluation, that adopted certain technical
changes and mandated adherence to the Quality Standards for Inspection and
Evaluation when conducting inspection and evaluation work. The CIGIE
standards, incorporated and supplemented by this directive, govern inspection and
evaluation work perfonned by OIG.

Reviews performed by the OIG under the CIGIE Quality Standards for Inspection and
Evaluation are not considered non-audit services. As defined in the CIGIE Quality Standards
for Inspection and Evaluation, inspections and evaluations are "systematic and independent
assessments of the design, implementation, and/or results of an Agency's operations, programs,
or policies." The term "inspection" includes "evaluations, inquiries, and similar types of reviews
that do not constitute an audit or a criminal investigation" such as responses to specific
4
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Congressional, Secretarial, or agency questions or requests for information which do not warrant
performing an engagement in accordance with Government Auditing Standards. Inspections and
evaluations provide information and, where appropriate, recommendations, to agency managers,
policymakers, and others concerning improvements and administrative actions. Key aspects of
inspections and evaluations include their flexibility to allow for timelier reporting of results.

B.

DEFINITIONS

1.

Cross-reference. A hyperlink or other executable relational link between two
points in an engagement. Generally, it is al(b)(l )(E)
~yperlink.

2.

Cross-referencing. The act of linking a written product directly or indirectly to
supporting documentation via a cross-reference.

3.

Discussion Draft Report. The referenced draft report transmitted to the entity for
fonnal discussion at the exit conference.

4.

Documentation. The principal record of the work that the engagement team has
performed in accordance with standards and the conclusions that the engagement
team has reached. Documentation should contain a description of the work
performed, findings, conclusions, and recommendations that the engagement team
has reached. The quantity, type, and content of documentation are a matter of the
engagement team's professional judgment. Documentation is an essential
element of engagement quality. The process of preparing and reviewing
documentation contributes to the quality of an engagement. Documentation
serves to: (1) provide the principal support for the engagement product; (2) aid
the engagement team in conducting and supervising the engagement; and (3)
allow for the review of engagement quality.
Terms such as working papers, work papers, and evidence are synonymous with
documentation.

5.

Draft Report. The preliminary write-up of the results of an engagement, which
provides the medium whereby the Office of Audit exercises quality control over
the written product, communicates results, and obtains the entity's views prior to
issuance of the final report. The draft reporting process can consist of the
following phases: working draft; discussion draft; and official draft.

6.

Engagement. A work project in the Office of Audit that generally results in a
written product. These engagements are typically classified as an audit, review,
attestation, inspection, evaluation, or non-audit service.
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7.

Engagement team. The Office of Audit team that conducts the engagement.

8.

Engagement Work Program. An approved, detailed list of steps, procedures,
instructions, methodologies, or guidance for the conduct of an engagement. The
detailed list is an electronic roduct created in the system of record for
The engagement work program will
engagement documentation b)(7)(E)
provide the basis for work pe onne .

9.

Entity. Entity will typically be a U.S. Department of Agriculture (USDA) agency
or office, but it can also be any other USDA organization, such as a mission area
or the Office of the Secretary.

10.

Evaluation. For purposes of this directive, evaluation is the same as inspection.

11.

Final Report. The final released engagement product, including the entity's
written response.

12.

Inspection. Evaluations, inquiries, and similar types of reviews that do not
constitute an audit, a criminal investigation, or a non-audit service.

13.

Interim Report. A stand-alone report of issue(s) that require the immediate
attention of entity management prior to the completion of the engagement. Based
on the entity's response to recommendations made in an interim report,
management decision may be achieved on the recommendations within an interim
report before the related final report is issued.

14.

Managers' Consensus Building Outline (MCBO). An outline of the engagement
results created per the template. The purpose of the MCBO is to facilitate
stakeholder comprehension and agreement before engagement product creation.

15.

Non-audit Services. Professional services, other than audits, attestation
engagements, inspections, evaluations, and investigations. Non-audit services
consist of tasks or services, consistent with auditors' skills and expertise. Entity
management can request non-audit services to directly support entity operations,
such as: financial statement and accounting records preparation; internal audit
assistance; internal control evaluation; and information technology services.
In addition, non-audit services are often provided in response to a statutory
requirement, to an engaging party (such as a legislative oversight body or an
independent external organization) rather than a responsible party ( entity
management), or at the discretion of the Assistant Inspector General for Audit
(AIG/A). These types of non-audit services would generally not create a threat to
independence.
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Routine activities performed by auditors that relate to the performance of
an audit, such as providing advice and responding to questions as part of an audit,
are not considered non-audit services. Additionally, reviews performed by OIG
under the CIGIE Quality Standards for Inspection and Evaluation are not
considered non-audit services.
16.

Non-audit work. Work perfonned by the Office of Audit that is not an
engagement conducted in accordance with Government Auditing Standards. Nonaudit work includes non-audit services and inspections.

17.

Official Draft Report. The final draft report transmitted to the entity subsequent
to the exit conference, reflecting revisions made, if any, and a request for an
official written response to the findings and recommendations.

18.

Professional judgment. The act of exercising reasonable care and professional
skepticism. Professional judgment represents the application of the collective
knowledge, skills, and experiences of all personnel involved with an engagement,
as well as the professional judgment of the individual. In addition to personnel
directly involved in the engagement, professional judgment may involve
collaboration with other stakeholders, external specialists, and management in the
Office of Audit.

19.

Professional skepticism. An attitude that includes a questioning mind and a
critical assessment of evidence.

20.

Reasonable care. The condition of acting diligently in accordance with applicable
professional standards and ethical principles.

21.

Standards. Government Auditing Standards and the CIGIE Quality Standards for
Inspection and Evalualion.

22.

f b)(?)(E)

IThe documentation suite employed by the Office of Audit as the

system of record for all engagements.
23.

Unassociated Referencing Review. A process in which auditors or inspectors (not
associated with the engagement under review) review the product and trace,
reconcile, verify, and validate the cross-references in the product back to
supporting documentation.

24.

Working Draft Report. An initial, complete draft prepared by the auditors and
submitted to entity management for review.
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C.

POLICY

Non-audit services will be approved, planned, performed, and reported in accordance
with this directive. Entity requested non-audit services should be accepted only on an exception
basis, for compelling reasons, and upon approval by the AIG/A, based on a determination that
providing the non-audit service will not pose a threat to independence. Non-audit services that
are not requested by entity management must be approved by the AIG/A based on a
determination that providing the non-audit service will not pose a threat to independence.
Inspections will be planned, performed, and reported in accordance with CIGIE Quality
Standards for Inspection and Evaluation, this directive, and other applicable OIG directives as
specifically cited herein. When this directive specifically cites an existing directive, the terms
audit(s) and auditor within the cited directive should be read to include inspection(s) and staff
performing the inspection.
The policy and guidance in this directive do not alter any requirements or standards
governing the conduct of audits.
Non-audit work is not subject to the Expectations for Audit Assignment Management. 1
However, engagement teams should develop appropriate timeframes to guide the completion of
the non-audit work.
D.

OTHER AUTHORITIES

This directive also incorporates by reference other applicable policies and procedures
located in the directives listed below:
l.
2.
3.
4.

5.
6.
7.
8.
9.
10.

11.
12.
13.
14.

1

Departmental Regulation 1720-001, Audit Follow-up and Management Decision
IG-1421, Personal Privacy Information
IG-2595, Protection ofSensitive and Personally Identifiable Information
IG-7211, Audit Planning
CG-72 I 3, Auditor Independence
IG-7215, Audit Documentation
IG-7216, Preparation ofAudit Reports for Release on Internet
IG-7217, Transmittal and Distribution ofAudit Reports
IG-7218, Management Decision Process
IG-7314, Engagement Planning, Programs, and Supervision
IG-7316, Performance Audits - Reporting
IG-7323, System oJQuality Control
IG-7324, Auditor Professional Judgment and Competence
IG-7401, Interim Reports

This current version of this document is located on the AIG/A's
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E.

PROCEDURES FOR NON-AUDIT SERVICES

I.

Assessment of Entity Requested Non-audit Services.
The Office of Audit must carefully evaluate requests by entity management to
perform non-audit services to determine whether providing such a service would
create a threat to independence, in fact or appearance, with respect to any audit
performed by the Office of Audit. The Office of Audit should only accept entity
requested non-audit services on an exception basis, for compelling reasons, and
upon approval by the AIG/A.

a.

Entities must submit their requests for non-audit services in writing to the
AIG/A, detailing the non-audit service being requested, along with any
desired timeframes, and the type of work product expected, if any.
Requests should come from entity management through their audit liaison
and should designate an entity individual who possesses suitable skills,
knowledge, or experience, and understands the services to be performed
enough to oversee the services. 2 The entity individual is not required to
possess the expertise to perform or re-perform the services.

b.

The AIG/ A, or his or her designee, will perform an initial assessment of
the non-audit service request to determine if there is a compelling reason
to consider performing the requested non-audit service and if the non-audit
service appears to be an expressly prohibited activity. Expressly
prohibited activities include, but are not limited to, significant
participation in the reviewed entity's management responsibilities.
Management responsibilities involve leading and directing an entity,
including: making decisions regarding the acquisition, deployment, and
control of human, financial, physical, and intangible resources and include
activities such as setting policies; designing, implementing or maintaining
internal controls or monitoring procedures; or providing significant
services such as designing or implementing hardware/software.
Assumption of management responsibilities for an audited entity creates a
management participation threat so significant that no safeguards could
reduce them to an acceptable level.

2

In assessing whether the individual designated to oversee the non-audit service possesses suitable skills,
knowledge, or experience to oversee, supervise, or direct the non-audit service, the auditor should consider the
following factors that pertain to the designated individual: (I) understanding ofthe nature of the service; (2)
knowledge of the audited entity's business; (3) knowledge ofthe audited entity's industry; {4) general business
knowledge; (5) education, licenses, accreditations, and membership in professional organizations; and (6) position at
the audited entity. Some factors may be given more weight than others, depending on the nature of the non-audit
service. For example, although the level of education attained by the individual can be one indicator of his or her
skills or knowledge, or both, it is not necessarily true that the more formal education that the individual possesses,
the more able he or she would be to oversee the non-audit service. AI CPA 2011 Yellow Book Independence - NonAudit Services Documentalion Practice Aid.
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c.

If the AIG/A does not believe there is a compelling reason to perform the
non-audit service or if the request is an expressly prohibited service, the
AIG/A will decline the request to perform the non-audit service. If, after
the initial assessment, the AIG/A believes that the Office of Audit should
consider performing the requested non-audit service, the AIG/A will
request that a Work Unit complete a written assessment to determine
whether a requested non-audit service will impair the independence of the
Office of Audit or its staff. 3

d.

The written assessment should be prepared in accordance with the
Government Auditing Standards' conceptual framework for independence
and must explain how performing the non-audit service will or will not
impair independence, either by itself or in aggregate with other non-audit
services provided, and should include an assessment of the following:
•
•

•

Any ongoing and planned audits and non-audit work that is or could
potentially be related to the requested non-audit service;
Whether the non-audit service is expressly prohibited by standards, as
described above; and
If a threat to independence is identified, the appropriate safeguards that
will be implemented.

The American Institute of Certified Public Accountants (AICPA) has
developed a practice aid to assist in meeting the Government Auditing
Standards requirements for identifying and evaluating threats to
independence when considering whether to provide a non-audit service.4
e.

The written assessment must be approved by the Work Unit Assistant
Director and Director, the applicable Deputy Assistant Inspector General
for Audit (DAIG/A), and the AIG/A. The AIG/A may only approve the
non-audit service if it poses no threats to independence, or if the threats
have been eliminated or reduced to an acceptable level using the approved
safeguards agreed upon with Office of Audit management.

f.

If the Office of Audit accepts the request for the non-audit service:
(1)

The Work Unit must evaluate entity management's ability to
effectively oversee the non-audit services to be performed. This
evaluation of management's skills. knowledge, or experience must
be documented and retained in the engagement file.
Representations by management alone are not sufficient to perform
or document this evaluation. If management is not able to oversee

3

The overarching principles of independence are that auditors may not: perform management functions or make
management decisions; audit their own work; or provide non-audit services in situations where the amounts or
services involved are significant or material to the subject matter of ongoing, planned, or potential audits.
4
AICPA, 201 I Yellow Book Independence -Non-audit Services Documentation Practice Aid.
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the non-audit service provided effectively, then auditor
independence is impaired and the Government Auditing Standards
independence requirements cannot be met.
(2)

There must be a written understanding between the Office of Audit
and the entity on the objectives, scope of services to be performed,
responsibilities, limitations, product or deliverables, and requested
due date of the non-audit service. This understanding must clearly
document assurances that client management:
(a)

assumes all management responsibilities;

(b)

oversees the services being perfonned by designating an
individual, preferably within senior management, who
possesses suitable skills, knowledge, or experience;

(c)

evaluates the adequacy and results of the services
performed; and

(d)

accepts responsibility for the results of the services.

1

The written understanding of work will be approved
and signed by the AIG/A and the entity's senior
management.

.2_.

All requests, evaluations, assessments, approvals,
and other documentation should be retained in the
engagement file.

g.

If a third party, such as a legislative oversight body, requests that OIG
perform non-audit services that the Office of Audit's management
determines would threaten independence, OIG should notify the requestor
and the audited entity that these non-audit services would impair auditor
independence on subsequent audit or attestation engagements.

h.

If due to statutory requirements OIG cannot implement safeguards to
reduce the resulting threat to an acceptable level, decline to perform, or
terminate the non-audit service that is incompatible with audit
responsibilities, OIG should disclose the nature of the threat that could not
be eliminated or reduced to an acceptable level and modify the
Government Auditing Standards compliance statement accordingly.

1.

Conditions (g) and (h) above should occur rarely and must be discussed
with the responsible DAIG/A and the AIG/A.
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2.

Non-audit Services Not Requested by Entities. Non-audit services are often
provided in response to a statutory requirement, to an engaging party (such as a
legislative oversight body or an independent external organization) rather than a
responsible party (entity management), or at the discretion of the AIG/A. These
types of non-audit services would generally not create a threat to independence.
However, an independence assessment and approval must be completed in
accordance with E.1.b. and E. l .e. In addition, the AIG/A may elect to
categorically approve certain types of non-audit services after a categorical threat
assessment has identified no independence threats. The engagement team must
retain the threat assessment and approval in the engagement file.

3.

Activities Not Requiring Prior Approval. IG-7213, Auditor Independence,
Section C.5, lists certain routine activities that do not create a significant threat to
OIG's independence to conduct audits, investigations, or inspections and,
therefore, do not need prior AIG/A approval. These activities include providing
routine advice to entity management to assist them in activities such as
establishing internal controls or implementing audit recommendations, answering
technical questions, and providing training. Additionally, 010 auditors can
provide tools and methodologies, such as best practices guides, benchmarking
studies, and internal control assessment methodologies that entity management
can use. By their very nature, these are routine activities that would not affect
OIG's independence. If Office of Audit staff involved in these activities have any
questions or concerns with respect to the professional service they are providing,
they should discuss the situation with their Audit Director and, if necessary, the
responsible DAIG/A and AIG/A, to determine whether a fonnal approval for nonaudit services should be submitted.

4.

Non-audit Services and Potential Impact on Audit Work. Audit staff must be
cognizant when a non-audit service is planned, ongoing, or previously performed
for an entity subject to a planned or ongoing audit. The auditor should evaluate
the impact the non-audit service(s) has on independence in relation to that audit
using the Conceptual Framework for Independence detailed in Government
Auditing Standards and IG-7213.
Auditors who previously provided non-audit services should also evaluate
the impact of their participation in any subsequent audit using the Government
Auditing Standards' conceptual framework and IG-7213. If the auditor concludes
that participating in the audit would result in an independence impairment, he/she
should notify his/her immediate supervisor and recuse himself/herself from the
audit. However, he or she may convey the knowledge gained of the requesting
entity and its operations to the audit engagement team.
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5.

Trackin and Monitorin Non- udit Services. Non-audit services should be
d (bl(7l<El
unless otherwise directed by
additional guidance.
1s informations ou d be readily available for internal
quality assessment reviews or external peer reviews and should be retained in
accordance with the provisions in IG-2186, Records Creation, Retenlion, and
Disposition governing audit and evaluation case files.
The AIG/A, at least annually, will send an email reminder to all Office of
Audit staff on the importance of ensuring that the provision of non-audit services
does not result in an impairment to independence. The email will also remind
audit staff that when a non-audit service has been performed for an entity that is a
prospective subject of an audit, the audit should evaluate the impact that the nonaudit service(s) have on the independence of 010 and Office of Audit staff in
relation to that audit.

6.

Non-audit Service Performance. Once the AIG/A has approved the non-audit
service pursuant to Section E. l, above, the Office of Audit will perform the
requested non-audit services. For entity requested non-audit services, Office of
Audit staff will perform the non-audit service pursuant to procedures to which the
requester and the Office of Audit mutually agreed. Although Government
Auditing Standards do not provide performance standards for conducting nonaudit services, they encourage the use of other professional standards, as
appropriate, that would sustain quality.5 Rule 201 of the AICPA Code of
Professional Conduct defines the general standards of Professional Conduct as
professional competence, due professional care, planning and supervision, and
sufficient relevant data. The team should follow these standards while perfonning
any non-audit service, as described below. The documentation supporting the
non-audit service should reflect these standards.
a.

Professional competence and due professional care are described in IG7324, Auditor Professional Judgment and Competence. All Office of
Audit staff working on the non-audit service should document their
competence by completing IO-7324, Auditor Professional Judgment and
Competence, Exhibit A, Checklist to Document StaffAssigned to the
Audit Fulfill the Competence Standard.

b.

Non-audit services should be appropriately planned. The engagement
team should develop a written work plan which must be approved by the
AIG/A. For entity requested non-audit services, the engagement work
plan is based off the written understanding of work described in E. l .f. (2)
and the procedures will be designed to achieve the agreed upon non-audit
service. Any deviations from the approved work plan require justification
and authorization by the AIG/A and may require an addendum to the
understanding of work, if applicable.

5

One source of standards is the AICPA, Statements on Standards/or Consulting Services No. I. The general
standards in this statement derive from Rule 20 I of the AICPA Code of Professional Conduct.
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d.

e.

The work program should clearly state the background, objective(s),
scope, methodology, timefrarnes, and procedures to achieve the non-audit
service and specify that the non-audit service will adhere to the general
standards of independence, professional judgment, competence, and
quality control and assurance. 6 The procedures will be designed to
achieve the objectives of the non-audit service, including obtaining
sufficient relevant data.

~s the official system of records for all non-audit service
engagements and will be used to document, review, share, and retain work
during and after. as applicable, the conduct of the non-audit service. The
fb)(?)(E)
!serves as a link between the system
and the engagement processes, practices, and docwnentation requirements
1le should be organized in
described in the directives.7 The b)(?)(E)
accordance with IG-7215, Audit ocumentation, Section D, Part 6.
Auditors should comply with IG-7215, Section D, Parts 8 and 9. The
non-audit service should have adequate supervision. JG-7314,
Engagement Planning, Programs, and Supervision, Section G, details the
key facets of supervision.

l(b)(?)(E)

To assess the adequacy of the information collected in the course of
perfonning the non-audit service, auditors should follow JG-7215, Section
D, Parts 3 and 4. The procedures and mechanisms used to gather
information should ensure that the information is sufficiently reliable and
valid for use in the non-audit service. Auditors should use professional
judgment to determine whether the infonnation is sufficient, reliable, and
valid.8

The objective states what the engagement intends to accomplish and is based on the purpose of the engagement. It
is critical that the objective(s) are distinct and clear. The scope is the boundary of the engagement and is directly
tied to the objective. Methodology describes the nature and extent of procedures for gathering and analyzing
supporting documentation to address the engagement objectives. Methodology generally relates to the techniques
used to ather the su ortin documentation and the types of evidence relied upon.
7 The (b)(?)(E)
·s periodically updated as needed and is accessible on th~(b)(?)(E)
b)(?)(E)
.___ _ _ __,

6

owing presumptions, as described in Government Auditing Standards, are useful in judging the reliability
and competency of evidence: (I) evidence obtained from an independent source may be more reliable than that
secured from an organization being inspected; (2) evidence developed under an effective system of internal controls
generally is more reliable than that obtained where such controls are lacking or unsatisfactory; (3) evidence obtained
through direct physical examination, observation, or computation may be more reliable than evidence obtained
through less direct means; (4) original documents generally are more reliable than copies; and (5) testimonial
evidence obtained from an individual who is not biased or who has complete knowledge about the area usually is
more competent than testimonial evidence obtained from an individual who is biased or has only partial knowledge
about the area.
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Auditors also need to ensure the validity and reliability of data obtained
through computer-based systems, if they are significant to the non-audit
service.9 To maintain quality over the non-audit service supporting
documentation, the auditors should adhere to the procedures in IG-7323,
System ofQuality Control, Section E.
7.

Non-audit Service Reporting. When performing non-audit services, auditors must
clearly document any cross-referencing and unassociated referencing reviews.
Auditors should follow the procedures for review and signoff, cross-referencing,
and sampling approval contained in IG-7323, Section E, when performing nonaudit services. In addition, auditors should cross-reference the non-audit service
report to supporting documentation and should conduct an unassociated
referencing review as described in IG-7323, Section F, Parts 2 and 3. The
unassociated referencin review should be documented using IG-7323, Exhibits A
through D an (b)(?)(E)
An external reviewer must confirm
all statistical sampling results an any re ate projections, as described in
IG-7323, Section F, Part 1.
a.

When Office of Audit issues a report on a non-audit service, the report
must clearly indicate that it is not an "audit" or "inspection" and that the
work was not performed in accordance with Government Auditing
Standards. The report should describe the objectives, scope of work,
procedures, and standards applied. 10 In particular, the report must contain
a special marking on its front cover, stating the following:
This document contains information provided as a non-audit service to
[identify organization]. [If the document contains data or information,
indicate from where the data/infonnation was obtained and that the data or
information was not verified or analyzed, that is, that no audit procedures
were performed on it.] Therefore, any work performed was not done in
accordance with generally accepted government auditing standards.
However, before we performed the non-audit service, we determined that
it would not impair our independence to perform audits, inspections,
attestation engagements, or any other future or ongoing reviews of the
subject.

b.

When a draft report is prepared, the engagement team should submit it to
the applicable DAIG/A for review and signature via the applicable
f bl(?)(E)
jprocessing workflow. 11

9

Staffperfonning inspections should use Government Accountability Office's (GAO) guide, Assessing the
Reliability ofComputer-Processed Data (GAO-09-232G), Feb. 2, 2009.
10 General standards such as competency, independence, professional skepticism, and quality control are all inherent
to how OIG performs its work.
11 The AIG/A memorandum dated August 9, 2012, established the use o (b)(?)(E)
or report production.
Workflows are detailed in the Publication Procedure Process document on (b)(?)(E)

15

September 201 8

IG-7710

F.

c.

Non-audit service reports are expected to follow the same internal review
process, timeframes, and transmittal process outlined in IG-7316,
Performance Audits-Reporting, Section F. However, non-audit services
are not required to use the final report template. Instead, the engagement
team and writer-editor must work in conjunction to prepare the final report
package and ensure it has the proper fonnatting and branding.

d.

Distribution of non-audit service reports shall be in accordance with
IG-7217, Transmittal and Distribution ofAudit Reports. Office of Audit
reports are generally subject to release to the public and posted on OIG's
website. Therefore, Office of Audit reports shall be subject to an internal
Freedom of Infonnation Act review before release to the public in
accordance with IG-7216, Preparation ofAudit Reports for Release on
Internet. IG-7216 also describes the general information that should not
be disclosed in audit reports.

PROCEDURES FOR INSPECTlONS

The CIGIE Quality Standards for Inspection and Evaluation outline 14 standards
governing the conduct of inspections and evaluations, which are listed below. Many of these
standards are incorporated into OIG's existing Inspector General manual chapters, as specifically
cited below, and will be referred to herein as the applicable policies and procedures to fulfill the
Quality Standards for Inspection and Evaluation requirement. When an existing Inspector
General manual references "audit", "audit standards", or "Government Auditing Standards", that
standard shall also apply to "inspections" and "Quality Standards for Inspection and
Evaluation", respectively. Office of Audit staff will follow this directive section for all
inspection en a ements. In addition, inspection engagements should be coded as such in
l<b)(7 )(E)

land (b )(7)(E)
'--------'

The CIGIE Quality Standards for Inspection and Evaluation do not define the terms must
and should. For internally established policies and procedures, must indicates a requirement and
should means something that is expected in most cases, but not required if not applicable or
appropriate to the situation. Inspections are inherently flexible. Due to this flexibility, not
performing a stated procedure does not necessarily result in a departure from the professional
standard it implements. However, variations from the procedures should be documented and, if
necessary, a modified compliance statement should be used in the inspection report.
The 14 standards governing the conduct of inspections and evaluations, set forth in the
CIGIE Quality Standards for Inspection and Evaluation, are as follows and apply to any
inspection work performed by OIG:

1.

Competency.
Standard: The staffassigned to perform inspection work should collectively
possess adequate professional competency for the tasks required.
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Staff performing inspections should document their competency by
completing IG-7710, Non-audit Wark, Exhibit A, Checklist to Document Staff
Assigned to the Engagement Fulfill the Competence Standard.
2.

Independence.
Standard: In all matters relating to inspection work, the inspection organization
and each individual inspector should be free both in/act and appearance from
personal, external, and organizational impairments to independence.
Staff perfonning inspections shall adhere to IG-7213, Auditor
Independence. Staff performing inspections should be especially cognizant that
the inspection does not create an impairment to independence, in fact or in
appearance, with current or future audit work done in accordance with
Government Auditing Standards.

3.

Professional Judgment.
Standard: Due professional judgment should be used in planning and performing
inspections and in reporting the results.
Staff performing inspections shall use professional judgment while:
selecting the type of work to perform; identifying the applicable standards that
apply to the work; selecting the scope of the work and the inspection
methodology; and determining the type and amount of evidence to be gathered,
testing, and procedures. Professional judgment should also be applied when
actually performing the tests and procedures and when evaluating and reporting
the results of the work. Professional judgment includes the application of the
collective knowledge, skills, and experiences of all personnel involved with an
inspection as well as the judgment of the individual staffperfonning inspections.
Professional judgment requires staff performing inspections to exercise
reasonable care and professional skepticism (for example, questioning and
critically assessing evidence) throughout the engagement. Staff shall diligently
gather evidence and objectively evaluate its sufficiency, competency, and
relevancy. Staff shall also seek persuasive evidence and should not presume
honesty or dishonesty on the part of those who are providing evidence. Staff
performing inspections may rely on the work of others after satisfying themselves
regarding the quality of the work by appropriate means.
Due professional judgment requires staff to:
•

Follow professional, Department/Agency, and organizational
standards and conduct work in accordance with all applicable
laws, rules, and regulations.
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•
•
•
•

•

Conduct inspections in a timely, diligent, and complete manner,
using appropriate methods and techniques.
Gather and report evidence in a fair, unbiased and independent
manner.
Report valid findings, conclusions, and recommendations
supported by adequate documentation.
Conform to high standards of conduct, including the "Standards of
Ethical Conduct for Employees of the Executive Branch" and
Federal conflict-of-interest laws.
Coordinate inspection results with appropriate officials.

Professional judgment allows staff to obtain reasonable assurance that
material misstatements or significant inaccuracies in data will likely be detected if
they exist. However, absolute assurance is not attainable because of the nature of
evidence and the characteristics of fraud. Therefore, this standard does not imply
unlimited responsibility or infallibility on the part of either the individual or the
organization.
4.

Quality Control.
Standard: Each OJG organization that conducts inspections should have
appropriate internal quality controls for that work
Staff perfonning inspections must document the cross-referencing and
unassociated referencing reviews. The inspection should follow the procedures
for review and signoff, cross-referencing, and sampling approval as described in
IG-7323, System of Quality Control, Section E. In addition, the inspection report
should be cross-referenced to supporting documentation and undergo an
unassociated referencing review as described in IG-7323, Section F, Parts 2 and 3.
The unassociated referencing review should be documented using IG-7323,
Exhibits A through D and f b><7><E>
All statistical sampling
results and any related projections require confirmation by an external reviewer as
described in IG-7323, Section F, Part l.

I

The inspection should have adequate supervision. IG-7314, Engagement
Planning, Programs, and Su ervision, Section G, details the key facets of
supervision. The inspection b)(l )(E)
1le is subject to the Periodic
Monitoring as described in IG-7323, Section, G, Part 3. Inspections will be
included in the portfolio of Office of Audit engagements reviewed under the
Quality Assurance Reviews as described in IG-7323, Section H.
The Office of Audit participates in CIGIE's external peer review program.
OIGs that conduct inspections in accordance with the Quality Standards for
Inspection and Evaluation should undergo an external peer review every three
years. The 3-year time period begins on the date OIG issues its first final
inspection report. CIGIE offers an optional modified peer review for
18
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organizations that have not conducted inspections during the reviewed timeframe.
To participate in a modified peer review, the Inspector General must request that
the modified peer review be performed. 12
The Office of Audit will publically post its most recent peer review report
concerning inspection and evaluation activities on the OIG website.

5.

Planning.
Standard: Inspections are to be adequately planned.
Inspections must be incorporated into OIG's annual planning process and
the corresponding Annual Plan as described in IG-7211, Audit Planning.
Incorporating the inspection planning process into the annual planning process
will ensure that audit and inspection work is coordinated and avoids duplication.
When planning which inspections to perform, staff should consider IG-7211,
Section B, Parts I, 2, and 5. Additionally, staff should consider the relevancy of
the topic, stakeholder needs, and the significance/impact of potential outcomes.
These points should be of continuing consideration throughout the inspection
engagement.
For each inspection, an engagement work program must be prepared,
approved by the AIG/A, and any deviations require justification and
authorization. The work program should clearly state the background,
objective(s), scope, methodology, timeframes, and procedures to achieve the
inspection objective(s) and specify that the inspection will follow CIGIE Quality
Standards for Inspection and Evaluation. The procedures should be designed to
obtain sufficient and appropriate evidence to provide a basis for the opinions,
judgments, and conclusions regarding the inspection objective.
The following procedures are required in all inspection work plans:
•

Coordination with the Office of Investigation (01) to request that
01 provide information or cautions regarding any on-going
investigation(s) that might be impacted by the work scheduled
during the engagement. Also, review any previous year's hotline
complaints relevant to the engagement objective(s). Based on the
information obtained from 01: (l) assess whether the
engagement's objective(s), scope, or methodology need to be
revised to avoid interference with investigations or legal
proceedings; and (2) determine whether additional procedures are
needed related to any identified complaints.

12

CIGIE, Guide for Conducting Peer Reviews of Inspection and Evaluation Organizations of Federal Offices of
Inspector General, January 2017.
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•

Identification of criteria applicable to the evaluation of the
program or activity. Examples of possible criteria include: laws;
regulations; policies; procedures; technically developed standards
or norms; expert opinions; prior periods' performance;

performance of similar entities; performance in the private sector;
and best practices of leading organizations.

•

Review of prior audits, inspections, or reviews performed by entity
management, OIG, GAO, or any other organizations to determine
the applicability to the inspection and following up on findings and
recommendations that directly relate to the current inspection.

•

Obtaining an understanding of the program or activity to be

inspected by reviewing existing data, discussions with program
and other appropriate officials, literature research, and a review of
pertinent websites.
•

An overall assessment that data collected was sufficiently reliable
and valid to address the inspection objective(s) and that it was
reviewed for accuracy.

•

An overall assessment that the evidence obtained was sufficient,
competent, and relevant to the inspection.

When an inspection addresses a topic that is cross-cutting or
affects other governmental organizations, the engagement team may
consider conducting a joint or coordinated review with other
organizations' OIGs.
6.

Data Collection and Analysis.
Standard: The collection of information and data will be focused on the
organization, program, activity, or function being inspected, consistent with the
inspection objectives, and will be sufficient to provide a reasonable basis for
reaching conclusions.
Inspection data should be of such scope and selected in such ways as to
address pertinent questions about the objectives of the inspection and be
responsive to the information needs and interests of the specified audience. Data
collected should be reviewed for accuracy and reliability and, if necessary, the
techniques used to collect, process, and report the data should be reviewed and
revised to ensure the accuracy and reliability of inspection results. To be able to
assess the adequacy of the information collected, staff performing inspections
should follow IG-7215, Audit Documentation, Section D, Part 4. The procedures
and mechanisms used to gather information should ensure that the information is
sufficiently reliable and valid for use in meeting the inspection objectives. Staff
20
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performing inspections should use professional judgment to determine whether
the infonnation is sufficiently reliable and valid. 13 Staff performing inspections
also need to ensure the validity and reliability of data obtained through
computer-based systems if they are significant to the inspection findings. 14 The
engagement file should contain a summary procedure determining if the data
collected was sufficiently reliable and valid for use in meeting the inspection
objectives and that the data collected was reviewed for accuracy.
IG-7216. Preparation ofAudit Reports for Release on Internet, describes
the general information that should not be disclosed in Office of Audit reports.
Analysis and work papers should be clear, concise, and contain the
information detailed in IG-7215, Section D, Part 3. Findings often have been
regarded as containing the elements of: criteria; condition; effect; and, when
problems are found, cause. However, the elements needed for an inspection
finding depend entirely on the objectives of an inspection. Thus, a finding or set
of findings is complete to the extent that the inspection objectives are satisfied
and the report clearly relates those objectives to the applicable elements of a
finding.
The following safeguards are in place to protect the inspection findings
and reports against distortion by the personal feelings and biases of any party to
the inspection: (1) staffperfonning inspections should be independent in fact and
appearance; and (2) all inspection engagements have quality control procedures in
place that include adequate supervision and an unassociated referencing review.
7.

Evidence.
Standard: Evidence supporling inspection findings, conclusions, and
recommendations should be sufficient, competent, and relevant and should lead a
reasonable person to sustain the findings, conclusions, and recommendations.
The various types of inspection evidence and associated policies and
procedures for each type are detailed in IG-7215, Section D, Part 4. The evidence
obtained should be sufficient, competent, and relevant to the inspection objectives
and be able to lead a reasonable person to sustain the findings, conclusions, and

13
The following presumptions are useful in judging the reliability and competency of evidence: (I) evidence
obtained from an independent source may be more reliable than that secured from an organization being inspected;
(2) evidence developed under an effective system of internal controls generally is more reliable than that obtained
where such controls are lacking or unsatisfactory; (3) evidence obtained through direct physical examination,
observation, or computation may be more reliable than evidence obtained through less direct means; (4) original
documents generally are more reliable than copies; and (5) testimonial evidence obtained from an individual who is
not biased or who has complete knowledge about the area usually is more competent than testimonial evidence
obtained ftom an individual who is biased or has only partial knowledge about the area. Quality Standards for
Inspection and Evaluation, January 2012.
14 Staff performing inspections should use GAO's guide, Assessing the Reliability o/Computer-Processed Data
(GAO-09-232G), February 2, 2009.
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recommendations of the inspection. The engagement file should contain a
summary procedure assessing the sufficiency, competency, and relevance of the
overall evidence obtained. To determine the sufficiency of evidence, staff
perfonning inspections should ensure that enough evidence exists to persuade a
knowledgeable person of the validity of the findings. To determine competency,
staff performing inspections should ensure that evidence obtained was reliable
and the best obtainable evidence using reasonable collection and evaluation
methods. 15 To determine relevance, staff perfonning inspections should ensure
that the evidence used to prove or disprove an issue has a logical relationship
with, and importance to, the issue being addressed.
8.

Records Maintenance.
Standard: All relevant documentation generated, obtained. and used in
supporting inspection findings, conclusions, and recommendations should be
retained for an appropriate period oftime.

I

~b)(?)(E)
is the official system of records for all inspection
engagements and will be used to document, review, share, and retain work during
and after the conduct of the ins ection engagement. Sufficient information should
be contained in th b)(?)(E)
file for supervisors to manage and evaluate staff
and to provide a record o wor performed and the nature and scope of
inspections. Thel(b)(?)(E)
!serves as a link between
the system and the engagement processes, practices and documentation
requirements described in the directives. 16 The (b)(?)(E)
file should be
organized in accordance with IG-7215, Section D, Part . taffperforming
inspections should comply with JG-7215, Section D, Parts 8 and 9.

9.

Timeliness.
Standard: Inspections should strive to deliver significant information lo
appropriate management officials and other customers in a timely manner.
When planning an inspection, the engagement team should establish
timeframes for the conduct of the inspection. Timeframes may change due to
unforeseen circumstances such as expanding the scope of the inspection or adding
additional objectives. 17 During an inspection, it may be appropriate to provide
interim reporting of significant matters to the appropriate officials in accordance
with IG~7401, Interim Reports. 18 Such reporting is not a substitute for a final

is Data reliabilit

is also addressed under the Data Collection and Analysis section of this directive.

(b)(?)(E)
is periodically updated as needed and is accessible on thel(b)(?)(E)
b)(7)(E)
emor anagement must approve changes to the inspection scope or objective.
16

I

18

As detailed in the Reporting Section, the format and content of inspection reports are not as prescriptive as audit
reports. This flexibility also applies to interim inspection reports.
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report, but because it serves to alert the appropriate officials to matters needing
immediate attention, corrective action may be initiated based on an interim report.

IO.

Fraud. Illegal Acts. Abuse.
Standard: In conducting inspection work, inspectors should be alert to possible
fraud, other illegal acts, and abuse and should appropriately follow up on any
indicators ofsuch activity and promptly present associated information to their
supervisors for review and possible referral to the appropriate investigative
office.
The engagement team should be aware of vulnerabilities to fraud and
abuse associated with the area under review in order to be able to identify possible
or actual illegal acts or abuse that have occurred. The engagement team should be
alert to indicators of fraud, other illegal acts, or abuse. The engagement team is
not expected to provide reasonable assurance of detecting fraud, illegal acts, or
abuse. If possible illegal behavior is identified, staff performing inspections
should present this information to their supervisor for review and possible referral
to the appropriate investigative office. It is not necessary to design additional
procedures, unless fraud, illegal acts, or abuse are part of the objective of the
inspection. When pursuing indications of possible illegal acts or abuse, staff
performing inspections should exercise professional judgment to ensure they do
not interfere with potential investigations and/or legal proceedings.

11.

Reporting.
Standard: Inspection reporting shall present factual data accurately, fairly, and
objectively and present findings, conclusions, and recommendations in a
persuasive manner.
Various means may be used to report on the results of inspection work, for
example, written reports, oral presentations, videos, or slide presentations.
Reporting should be timely, comple~e, accurate, objective, convincing, clear, and
concise. Inspection reports are less prescriptive than audit reports and thus
provide more flexibility. Inspection reporting normally should describe the
objective(s). scope. and methodology of the inspection. The methodology should
state that the inspection was conducted in accordance with Quality Standards for
Inspection and Evaluation. 19 A modified standard of conduct compliance
statement and related reportable language requires the approval of the AIG/A.
There should be no reference to Government Auditing Standards in the inspection

19 The unmodified standard of conduct statement is: We conducted this inspection in accordance with the Quality
Standards for Inspection and Evaluation. These standards require that we plan and perform the inspection to
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings, conclusions, and
recommendations based on our review objectives. We believe that the evidence obtained provides a reasonable
basis for our findings, conclusions, and recommendations based on our review. For engagements where this
standard of conduct was not met, a modified standard of conduct statement shall be included as appropriate.
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report. Inspection reports should provide the reader with the context in which the
subject matter being inspected should be viewed, such as the impact or
significance of the program/activity being reviewed, to help ensure the focus is
not too narrowly drawn and to give clearer understanding of the impact of any
report recommendations.
Inspection reports are frequently structured in tenns of findings,
conclusions, and recornmendations. 20 However, an inspection report does not
have to have findings. The overall presentation of an inspection report depends
on the objectives of the inspection. If the inspection report has findings, the
findings do not have to contain all traditional aspects of a finding. The elements
needed for a finding depend entirely on the objectives of the inspection. Thus, a
finding or set of findings is complete to the extent that the inspection objectives
are satisfied and the report clearly relates those objectives to the applicable
elements of a finding. Findings should be supported by sufficient, competent, and
relevant evidence. Any conclusions should be logical inferences about the
inspected program or activity based on the inspection findings. Typically, each
finding requiring corrective action should be addressed by one or more
recommendations directed to the management official(s) who have the authority
to act on them. Recommendations normally should not be prescriptive in nature;
rather, they should be crafted in a manner that lays out what needs to be corrected
or achieved. When appropriate, staff performing inspections should solicit
advance review and comments from responsible officials regarding the content of
the report and should include the comments or a summary thereof in the report.
For findings that require immediate attention by management, an interim
report, per IG-7401, should be considered.
As a matter of policy, all inspection engagements shall generally have a
writer-editor assigned to the engagement. The drafting of the inspection report
begins with the preparation of the MCBO, as detailed in IG-7316, Performance
Audits-Reporting, Section D. 21
Inspections will prepare a discussion draft report, official draft report, and
final report as detailed in IG-7316, Section F, Parts 2 and 3 and Section G. As
various means may be used to report the results of inspection work, inspections
are not required to adhere to the form and content guidelines maintained on the
USDA OIG Writing Resources website and are not required to use the final report
template. Instead, the team and writer-editor must work in conjunction to prepare
the final report package and ensure it has the proper formatting and branding.
20

JG-7316, Performance Audits - Reporting, Section H through Section Q describe various parts that can be
included in the inspection report. Inspection report presentation is at the discretion ofthe team and management as
long as the CIGIE inspection reporting standard is met.
21 Prior to the MCBO, staff only need to complete the procedures in IG-7215, Audit Documentarion and
IG-7314, Engagement Planning, Programs, and Supervision that are applicable to the inspection process. Due to
the flexibility afforded inspection engagements, inspections may not be subject to AIG/A 's Expectations/or Audit
Assignment Management Memorandum.
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When drafting the report, the team should be aware of the general
information that should not be disclosed in Office of Audit reports as described in
IG-7216. In addition, the inspection report should be cross-referenced to
supporting documentation and undergo an unassociated referencing review as
described in IG-7323, System ofQuality Control, Section F, Parts 2 and 3. The
unassociated referencin review should be documented using IG-7323, Exhibits A
through D and (bl(7 l(El
All statistical sampling results and
any related projections require confirmation by an external reviewer as described
in IG-7323, Section F, Part 1. All written reports are prepared, distributed, and
issued in accordance with IG-7216 and IG-7217.

If an inspection is terminated prior to completion, it should follow the
process described in IG-7316, Section R.22
12.

Followup.
Standard: Appropriate followup will be performed to ensure that any inspection
recommendations made to Department/Agency officials are adequately
considered and appropriately addressed.
The inspection recommendation followup process mirrors the existing
followup process within OIG as detailed in IO-7218, Management Decision and
the Department as detailed in Departmental Regulation 1720-001, Audit Followup
and Management Decision.
As detailed under subparagraph 5, Planning, 010 should perform, as
appropriate, followup work to verify whether agreed-on corrective actions were
fully and properly implemented and follow up on findings and recommendations
that directly relate to the current inspection.

13.

Performance Measurement.
Standard: Mechanisms should be in place lo measure the effectiveness of
inspection work.
Inspections must be included in the performance measurements reported
in the Annual Plan and the Semiannual Report to Congress.

14.

Working Relationships and Communications.
Standard: Each inspection organization should seek to facilitate positive working
relationships and effective communication with those entilies being inspected and
other interested parties.

22

The referenced close out memo should be prepared for all engagements which have been formally initiated via an
engagement letter and entrance conference, but which are to be tenninated prior to completion. The close out memo
should briefly summarize the work performed and explain the reasons for terminating the inspection.
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Communications should follow IG-7314, Engagement Planning,
Programs, and Supervision, Section D, Part 4(d). In addition. communications
should be properly documented in the inspection fb)(?)(E)
!file.
.

END
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