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This memo supersedes Management Memo 2-02-1, issued May 2002,  “Agency Response to Legislative Audit.”  Please remove and discard the memo from the Montana Operations Manual.

INTRODUCTION

Legislative audits of the financial affairs and transactions of the executive branch of state government provide valuable information for the management of state agencies. Performance audits assess the effectiveness and efficiency of state government operations.  Information system (IS) audits evaluate general and application controls within an IS environment to provide assurance over the accuracy, reliability and integrity of processed information.  This management memo is applicable to financial-compliance, performance and information system audits.
Directors, or their deputy-level designees, are responsible for an agency’s response to a legislative audit.  This management memo is intended to establish a formal procedure for executive branch agencies under the direction of the Governor, in accordance with 2-7-103, MCA, and to ensure compliance with federal requirements of the Single Audit Act (OMB A-133).  The Office of Budget and Program Planning (OBPP) prepares the corrective action plan section and the summary of prior audit findings section for the Montana Single Audit Report, both of which are subject to review by the Legislative Audit Division (LAD).  The procedures outlined in this memo are designed to generate and track comparable information on agency responses to, and implementation of, legislative audit recommendations.  Other elected officials are encouraged to follow this management memo.

For the purposes of this management memo, the following definitions apply.

Concur means that the agency director agrees with the substance of the legislative audit recommendation and will implement the recommendation.

Conditionally concur means that the agency director agrees with the substance of the legislative audit recommendation but cannot implement the recommendation, whether in part or in its entirety, because of insufficient resources, unalterable time constraints, or other documented justification.

Do not concur means that the agency director may or may not agree with the audit findings, does not agree with the legislative audit recommendation and will not implement that recommendation for specific, documented reasons.

AUDIT RESPONSE TO THE LEGISLATIVE AUDIT DIVISION

When the Legislative Auditor has completed an audit of a state agency, program or information system, the agency provides a written response to the LAD.  In addition to replies to the recommendations, the agency should include in this response a concise Corrective Action Plan (CAP), along with an implementation date for each recommendation that they “concur” or “conditionally concur” with.  Because of the complexity of some audit findings, along with the short turnaround time that may be required for some agency responses, the CAP and implementation date to the LAD are to be considered a preliminary response.   The CAP will be considered finalized in the 30-day submission to the OBPP, discussed below.  

AUDIT RESPONSE TO THE OFFICE OF BUDGET AND PROGRAM PLANNING

The agency director shall send the following information to the OBPP, within 30 days following the Legislative Audit Committee hearing:

1)
The response to the legislative audit, including a) indication of whether the director concurs, conditionally concurs, or does not concur with each recommendation contained in the legislative audit report; and b) a final corrective action plan for complying with audit recommendations with which the agency director concurs or conditionally concurs.  The plan should include the auditor’s recommendation number; the name of the contact person(s) responsible for the corrective action plan; the plan for implementation; a specific target date for implementation of each recommendation; and an asterisk indication if the CAP or implementation date has been modified since submission to the Legislative Audit Division.

2)
Documented justification for conditional concurrence and non-concurrence.

MONITORING IMPLEMENTATION OF AUDIT RECOMMENDATIONS

Agency directors, or their designees, are responsible for monitoring and implementing audit recommendations.  An annual corrective action report from the agency director shall be sent to the OBPP in August of each year.

The annual corrective action report should contain the auditor’s recommendation numbers, the contact persons, the plans for implementation and the status of the implementation and, if necessary, justification for why any implementation date has not been met for each corrective action plan.

The corrective action report is to be submitted annually until the agency director certifies that all concurred or conditionally concurred audit recommendations have been implemented.


REPORT REQUIRED ON FEDERAL AUDIT ISSUES: Implications for all audit issues
OMB A-133 requires the state of Montana to issue a Summary Schedule of Prior Audit Findings with the Single Audit. The Single Audit is a biennial audit report.  In all cases where there have been audit findings, an agency is to submit in August of every other year the status of all audit findings and questioned costs of prior audits.  The report must consist of the state agency name, the auditor’s recommendation number, the federal program name and CFDA# (if applicable), the nature of the finding, the initial year of occurrence, and the status of the corrective plan. An audit finding will be included in this statewide report until it is listed as “corrected” in at least one report. 


CLOSING

This memo requires three (3) submittals to the OBPP at the following times:

1) Agency response to a legislative audit that includes the final corrective action plan (within 30 days following the Legislative Audit Committee hearing).

2) Annual corrective action report that summarizes the current corrective action plan (August of each year).

3) Summary schedule of Prior Audit Findings that summarizes the status of prior audit findings contained in the Single Audit Report (August of every other year).

OBPP will prescribe the forms for agency submittals and post agency submittals in its guest directory (Gov_adm-001\Sys\Guest) to make them available for the legislative branch and others to view. 

Collection of this information will provide a clear indication of executive branch agency implementation of legislative audit recommendations and enable OMB A-133 compliance.
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