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STANDARDS AND 
PROCEDURES UPDATE
RESULTS FROM THE PEER REVIEW

NOVEMBER 16, 2021
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SOME HISTORY

• First peer review was 1991
• Clean opinion on quality

• Letter of comments
• Workpaper form and content

• Audit risk and materiality

• Audit sampling

• Analytical procedures

• Study and evaluation of computer controls

• Documentation of internal control systems over 
federal financial assistance programs

• Using work of a specialist

• Internal quality control system

• Pre-adoption of PPC guidance

1994-2018 PEER REVIEWS

• 1994

• 1997

• 2000

• 2003

• 2006

• 2009

• 2012

• 2015

• 2018

• Clean opinion, 5 comments

• Clean opinion, 3 comments

• Clean opinion, 2 comments

• Clean opinion, 1 comment

• Clean opinion, no comments

• Pass

• Pass

• Pass

• Pass
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OSA 2021 PEER REVIEW

• Opinion on System of Quality Control
• Pass

• Findings for further consideration
• None

• 6th in-a-row

• But it was close?

• Matters for further consideration - 30
• Cleared 1

• Leaving  29  Verbal Comments

• May have impact – 29

• Likely to impact - 0

REPORT ON SYSTEM OF QUALITY CONTROL
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INFORMATIONAL (ORAL) COMMENTS

• Not likely to Impact, or

• May have impact

• Not significant item

• Not pervasive

• Not systematic

ANALYTICAL PROCEDURES 1991

• Did not fully comply with the requirements 
for the use of analytical procedures in the 
planning and overall review

• Use in planning the nature, timing, and 
extent of other  auditing procedures

• As an overall review of the financial 
statements 
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ANALYTICAL PROCEDURES 2000

• Either analytical procedures were not  
clearly documented in the planning or 
review stages of the audits or expectations 
were not developed and comparisons 
evaluated

ANALYTICAL PROCEDURES- 2018

• Felt expectations for substantive procedures documentation of 
expectations and conclusions could have been better

• Original example: 

• Purpose: workpaper comparison of current year to prior year payroll and 
benefits for all funds

• Conclusion: Explained variances over 10% or TM, and they will be relied 
upon as of December 31, 2017

• Example adjusted to meet comment:

• Purpose:  workpaper comparison of current year to prior year payroll and 
benefits for all funds.  Auditor expects that current year expenditures not to 
have changed significantly from prior year, or no more than TM or 10%.

• Conclusion: No unexpected changes (or unexpected changes were 
investigated and found to be correct). Based on procedures performed on 
this page, payroll expenditures are fairly stated at December 31, 2017.
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ANALYTICAL PROCEDURES 2021 (MFC-3,9, 14,15, 
&17)
• Expectations not properly developed for use as a substantive 

test.  Much reliance on analyticals for substantive testing. 
Insufficient analyticals used for many substantive tests, Audit 
risk forms reference basic procedures which include the use of 
confirmations. (MFC-3)

• Material accounts tested with insufficient analytical procedures 
or use of county records that were not validated elsewhere. 
(MFC-9)

• Scanning of highly disaggregated populations did not fully define 
what qualified as a unusual exception for further analysis.  
Results were that nothing unusual was identified.  The auditor 
should prepare audit documentation that is sufficient to enable 
an experienced auditor, having no previous connection with 
the audit, to understand the results of the audit procedures 
performed and the audit evidence obtained (MFC-14)

• For expenditure substantive analytical expectations developed 
indicate that ridership was down and as a result the auditor 
should see a decrease in operating expenditures.  However 
significant for further investigation was then tied to tolerable 
error and a 10% change.  There was no documentation of 
linkage between initial expectations and the expected results 
that were used for comparison to actual. (MFC-15)

• Expectations for substantive analytical procedures were not 
specific to the account and circumstances. Expectations used 
were routinely the same as those used for planning purposes. 
(MFC-17)

CONTINUING PROFESSIONAL EDUCATION (CPE)  
(MFC-12)

• State Auditor signs report

• Considered reporting by “yellow book”

• 2018 Revision

• State Auditor needs to meet CPE 
requirements 
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RESTRICTED USE PARAGRAPH  (MFC-1)

• AU-C 935B.30(i) and .31(i) requires a 
separate paragraph stating that the purpose 
of the report on internal control over 
compliance is solely to describe the scope 
of  testing of internal control over 
compliance and the result of that testing 
based on the requirements of UG, and 
accordingly, this report is not suitable for 
any other purpose.  The UG report was 
missing the statement.

• Error on our part

SOURCE (MFC-2, 2A, 25 &26)

• Views of officials,  written or oral comments, 
evaluation of responses, or determination of 
comment validity. "Concur" that appears in report 
not commented and CAP not documented as to the 
source.

• No documentation of where you evaluate the 
clients schedule of PY findings and 
Recommendations- No conclusion on their 
document - just your follow up of PY finding.  (MFC-
25)

• When including official views and responses, there 
should be documentation showing the response 
actually came from the official. (MFC-26)

OSA changes:
Identify source of client’s comments on MLS
Email in MLS section to reference source
Evaluation of responses in MLS section
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HUH?  (MFC-4)

• Material account variance in road fund tested 
against county records.  No independent 
confirmation or source of information used. 
(Compared to records of state payment 
maintained by the county) 

• Misunderstanding

GROUP AUDIT (MFC-5, 6, & 7)

• Particular classes of transactions, account balances, 
or disclosures in the group financial statements for 
which misstatements of lesser amounts than 
materiality for the group financial statements as a 
whole could reasonably be expected to influence 
the economic decisions of users taken on the basis 
of the group financial statements were not 
addressed in any AP or wp.

• Component materiality should be properly labeled 
on materiality.

• No evaluation of the enterprise funds internal 
control? Risks related to enterprise fund not 
documented on GP-13.  GP-6 states "place reliance 
on your audit“ 

No significant changes are needed. Additional 
guidance on the GP-11 and WU-27.  In the 
case of the enterprise fund, it was audited by 
other auditors, so additional guidance for GP-6
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ADJUSTMENTS OR RECLASSIFICATION (MFC-8 & 
10)

• Adjustments at WU-15 not considered misstatements 
but were booked.  No evaluation for fraud.

• Large adjustments were not deemed material.  
Reclassifications due to incorrect classifications would 
be a material finding.      AU-C §450.04 406 Risk 
Assessment and Response to Assessed Risks    
Definitions .04 For purposes of generally accepted 
auditing standards, the following terms have the 
meanings attributed as follows: Misstatement. A 
difference between the reported amount, classification, 
presentation, or disclosure of a financial statement item 
and the amount, classification, presentation, or 
disclosure that is required for the item to be presented 
fairly in accordance with the applicable financial 
reporting framework. Misstatements can arise from 
fraud or error. (Ref: par. .A1) If you make the 
adjustment, then it is a misstatement of classification.

OSA response DOES NOT include significant 
changes in our determination of material audit 
adjustments. 

Our response does include some 
documentation adjustments on the WU-15

MISCELLANEOUS

• There was no note disclosure about the amount of 
interest expense included on the statement of 
activities  Interest per Stmt of Act does not agree to 
amount on AF-13-2. (MFC-11)  - future 
improvements coming to the WU-23

• Audit documentation did not include copies of the 
significant contracts or agreements that were 
inspected.  Selected parts of contracts or 
agreements were included only if issues were noted.  
(MFC-16) – Cleared. We are doing just fine, just 
remember anything we consider “significant” needs 
to be filed.

• Inquiry of management about purpose of SI and 
criteria used was not documented MFC-18)
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COMMUNICATION

• Workpaper document was typed notes to be 
discussed.  No documentation that the finding 
were discussed or when or with whom (MFC-23)

• Exit was only with one board member, not entire 
board.  Where is the email sent to the board for 
the exit?  See above for discussion of board notes.  
No documentation that the uncorrected 
misstatement was asked to be corrected. (MFC-24)

• Don't see where management's response was 
specifically addressed in risk assessment. (MFC-27)

SINGLE AUDIT ITEMS
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RISK ASSESSMENT (MFC-13, 28, & 29)

• The audit documentation supporting the Type B risk 
assessment supporting the major program 
determinations did not provide sufficient 
information to all an experienced auditor with no 
prior knowledge to reach the same conclusions on 
the final risk assessments when programs had 
multiple individual "H" risk factors. 

• PY finding (MW) not considered in federal program 
risk- Question marked NA on wp. (93.778-1)

• PY finding (MW) not considered in federal program 
risk assessment- not addressed as risk. Wp states no 
risks for program. (93.778.1)

Expect some specific guidance when single 
audit forms are released.

CAUSE  VS. CONDITION (MFC-21)

• The cause statement in the SEFA finding is 
an alternative description of the condition 
and does not identify why the condition 
occurred.  Cause statements should address 
the root cause of the problem so 
management and Federal Agencies can 
follow-up and fix the problem and not just 
the symptom. 

• Additional guidance already on the finding 
template in the OSA library.
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CAUSE VS. CONDITION

• Cause and Condition are not the same 

• 6.27 Cause: 
• The cause is the factor or factors responsible for 

the difference between the condition and the 
criteria, and may also serve as a basis for 
recommendations for corrective actions. Common 
factors include poorly designed policies, procedures, 
or criteria; inconsistent, incomplete, or incorrect 
implementation; or factors beyond the control of 
program management. Auditors may assess whether 
the evidence provides a reasonable and convincing 
argument for why the stated cause is the key factor 
contributing to the difference between the 
condition and the criteria.

• 6.26 Condition:
• Condition is a situation that exists. The condition is 

determined and documented during the audit

PROGRAM SPECIFIC (MFC-19)

• The Audit reporting package included errors 
and omissions of required elements.  
Specifically,1) the signed reports were titled 
inappropriately to indicate that the purpose 
was to meet the audit filing requirements of 
Uniform Guidance, when they were instead 
intended to support the program results 
reported in the Statewide single audit, and 
2) Summary of Auditors results and 
questioned cost did not include the 
questions related to the audit of the 
financial statements. 
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SEFA  AND SEFA EXPENDITURES (MFC-20 & 30)

• The significant deficiency over financial 
reporting, the SEFA finding, was only reported 
as a Federal compliance finding.  Since the 
SEFA is the audited financial statement in this 
case the SEFA finding should have also been 
classified as a f/S finding – change! Email 
coming from Lisa soon!

• SEFA Appears to be prepared using revenues. 
Some grants are reimbursements but not sure 
about other significant grants (CRF) – look for 
some example memos coming soon!

SUBRECIPIENT MONITORING (MFC-22)

• The documentation supporting the 
conclusion that subrecipient monitoring was 
not material and direct to the CRF program 
did not clearly support both qualitative and 
quantitative materiality at the program 
requirement objective.

• We are questioning this. 
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QUALITY CONTROL MANUAL

• Quality Control Manual updated 

• January 2021

• Based on PPC’s Guide to Quality 
Control

• Currently available

• In the OSA Library!! (the very top)

• Two additional pieces

• Peer Review comments-NOT THIS TIME

• Encourage all to read/provide feedback

ANY QUESTIONS?


