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FINANCIAL STATEMENT AUDIT MANAGEMENT

1.  PURPOSE.  This directive provides guidance to ensure quality, timely, and professional responses to, and interaction with, external auditors performing the yearly Financial Statement Audit.
2.  BACKGROUND.  VA financial statement audits identified the need for improvements in VBA’s audit management process.  Weaknesses were noted in accuracy, consistency, timeliness, and support of information provided to auditors. 

3.  POLICY

a.  VBA management is responsible for ensuring that we are responsive to audit requests and aggressive action is taken to address potential audit findings.  Requested data and information provided to external auditors must be complete, accurate, and timely.  Prior to release, the appropriate management official   must review all supporting data or documents provided to auditors. 

b.  Potential audit findings and recommendations should be given the highest priority.  If an immediate resolution is not possible, management will be given the opportunity to formally 1) concur, 2) non-concur and provide documentation supporting the disagreement, or 3) ask for clarification from the auditors on all written findings.  When provided written recommendations from auditors, management will be given the opportunity to formally 1) concur, 2) non-concur and provide documentation for the disagreement, or 3) concur, but offer an alternative. 

c.  Managers involved in the audit process should be kept informed by their staff of potential audit findings and be aware of data and information requests and their respective due dates.  

4.  ROLES AND RESPONSIBILITIES
a.  Director, VBA Finance Services Staff: 

· Manage and oversee the yearly financial audit

· Appoint a VBA Audit Liaison  

· Address issues that cannot be resolved at the staff level

· Keep VBA senior management apprised of any audit issues which could potentially affect the audit opinion
· Ensure audit findings are addressed and corrected
b.  VBA Audit Liaison:

· Coordinate and control all significant audit contacts, communications, requests, and responses to and from the auditors

· Clearly communicate the needs of the auditors to VBA organizations

· Maintain a record of all major data and information requests

· Follow-up on open data and information requests with appropriate points of contact

· Provide reports to VBA management on audit related issues or problems

· Develop and implement additional audit procedures as needed

· Coordinate VBA efforts in remediation of prior year findings

· Develop and implement a means to monitor and control requests from the auditors 
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c.  Staff Offices, VBA Business Lines and Accounting Centers:

Appoint an Audit Liaison at the office level to: 

· Assist the VBA Audit Liaison in managing audit activities related to their functional area

· Ensure assigned data and information requests are accurate and completed timely

· Ensure management review prior to submission to the audit liaison or auditors

· Identify subject matter experts to assist in answering questions from the auditors

· Keep management informed of any potential audit findings, issues, or concerns

· Ensure audit findings are immediately corrected or a remediation plan is developed and implemented

d. VBA Regional Office and Center Directors:

During audit site visits:

· Participate in entrance and exit briefings

· Ensure appropriate staff is available to support the auditors

· Ensure data and information provided to auditors are accurate and timely

· Ensure management review of all documents prior to submission to auditors

· Take timely corrective actions on findings under their control

· Notify the VBA Audit Liaison as soon as possible of any major issues or findings

5.  DATA AND INFORMATION REQUESTS.  Responses to data and information requests should be timely, accurate, complete, well supported (audit trail), and to the extent feasible, and self-explanatory.  Data and information requests are primarily communicated to VBA in three ways:

a. A listing of requested items presented to the VBA Audit Liaison, usually for data as of 

March 30, June 30 and September 30. 

b.  Requests made to stations during site visits

c.  Follow questions or additional requests made via e-mail or by phone

6.  PROCESS FOR RESPONDING TO AUDITOR REQUESTS.  To ensure timely and accurate responses, the following process will be used in responding to the auditor’s requests. 

a.  Data and Information Requests Provided to the VBA Audit Liaison:

(1)  VBA Audit Liaison

· Forward requests to appropriate person(s) or organization(s) within VBA responsible for fulfilling the request and providing a due date

· If needed, facilitate a meeting between the auditors and the responsible organization to resolve any questions or issues on content, criteria, and format

· Follow up on open requests two work days prior to the due date

· Perform a review of data or information to ensure compliance with the format and criteria requested 

· Forward the completed request to the auditors

· Maintain a copy of completed requests (electronic or hard copy)

(2)  Office Audit Liaison

· Determine appropriate person in their organization to gather the data or provide requested information

· Perform a review of data or information to ensure it complies with the request

· Ensure a VBA management official reviews and approves the data or information prior to release  

· Upon management approval, forward the fulfilled request to the VBA Audit Liaison for release on or before the assigned due date

· Notify the VBA Audit Liaison as soon as practicable if due dates cannot be met and provide a timeline for completion
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b.  Data and Information Requests During Site Visits:

·  Data requests during site visits may be answered directly to the auditors without going through 
the VBA Audit Liaison; however the VBA Audit Liaison and management officials should be kept informed of potential findings or issues that arise 
·  All data requests should be timely, accurate, complete, and include a well supported audit trail 
·  Management will review all data requests and responses before release

·  At the end of the site visit, stations should provide the VBA Audit Liaison a summary listing of

    data provided to the auditors and a listing of any unfilled requests.  
Note:  Data and information requests made as a follow-up, during conference calls, or as a matter of routine audit business should be handled in the same manner as requests made during a site visit.

c.  Audit Tracking.  An Audit Tracking System will be utilized to monitor audit activities and ensure compliance with OMB Circular A-50.  This system will be used to manage the audit process by recording: audit contacts (lead auditor, assistants, phone numbers), meetings and discussions with auditors (dates, attendees, topics discussed), audit requests (date, item requested, name of auditor, date due), audit responses (date of response, content of response, etc.), audit findings (including potential findings and issues), and corrective actions planned or taken.

d.  Coordination with Other VBA Personnel.  Every effort will be made to coordinate with other personnel throughout the agency to ensure the accuracy and consistency of audit communications and responses.  This should specifically include the VBA Audit Liaison and other agency personnel who may receive similar requests.

e.  Audit Issues/Findings.  Potential audit issues will immediately be communicated up the chain of command.  Any issues that may cause questions or concerns by the auditors should be immediately brought to the attention of the Director, VBA Finance Services Staff.  In addition, the Office of Field Operations will be notified regarding any audit issues or findings following the exit briefing.  Every effort will be made to resolve the issue prior to the auditors’ departure.  If this is not possible, the issue should be resolved prior to the issuance of the audit report, or a corrective action plan to fully address the audit issue should be developed.

f.  Filing  

(1) Audit activities will be documented electronically and by hard copy in a centralized location to assist 

in managing and monitoring the audit process. The files will be well organized and clearly labeled so they are accessible by others with a need to know.

(2)  The VBA Audit Liaison will take the lead in developing and implementing the audit procedures.  

The Director, Finance Services Staff (241), will assure compliance with the audit management procedures.  All VBA personnel involved with the yearly financial audit are responsible for understanding and complying with this directive and the procedures to follow.

Daniel L. Cooper

Under Secretary for Benefits
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