
 

 

  
 

 

December 7, 2011 

 

Stacy L. Sneed, CPA, CICA 

Director 

Legislative Post Audit Division 

Building 1, Room W-329 

1900 Kanawha Boulevard East 

Charleston, WV 25305 

 

Dear Ms. Sneed: 

 

We have reviewed the system of quality control of the West Virginia Office of the Legislative 

Auditor’s Legislative Post Audit Division (the Division) in effect for the period September 1, 

2010 through August 31, 2011. A system of quality control encompasses the Division’s 

organizational structure and the policies adopted and procedures established to provide it with 

reasonable assurance of conforming with government auditing standards. The design of the 

system and compliance with it are the responsibility of the Division. Our responsibility is to 

express an opinion on the design of the system, and the Division’s compliance with the system 

based on our review. 

 

We conducted our review in accordance with the policies and procedures for external peer 

reviews established by the National State Auditors Association (NSAA). In performing our 

review, we obtained an understanding of the Division’s system of quality control for 

engagements conducted in accordance with government auditing standards. In addition, we 

tested compliance with the Division’s quality control policies and procedures to the extent we 

considered appropriate. These tests covered the application of the Division’s policies and 

procedures on selected engagements. The engagements selected represented a reasonable cross-

section of the Division’s engagements conducted in accordance with government auditing 

standards. We believe that the procedures we performed provide a reasonable basis for our 

opinion.  

 

Our review was based on selective tests; therefore it would not necessarily disclose all 

weaknesses in the system of quality control or all instances of lack of compliance with it. Also, 

there are inherent limitations in the effectiveness of any system of quality control; therefore, 

noncompliance with the system of quality control may occur and not be detected. Projection of 

any evaluation of a system of quality control to future periods is subject to the risk that the 

system of quality control may become inadequate because of changes in conditions, or because 

the degree of compliance with the policies or procedures may deteriorate. 

 

In our opinion, except for the effects of the deficiencies described below, the system of quality 

control of the West Virginia Office of the Legislative Auditor’s Legislative Post Audit Division 

in effect for the period September 1, 2010 through August 31, 2011 has been suitably designed 

and was complied with during the period to provide reasonable assurance of conforming with 

government auditing standards. 
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Reasons for Modified Opinion and Recommendation 

 

Generally Accepted Government Auditing Standards (GAGAS) is composed of several general 

standards that apply to all audits, as well as certain specific standards that apply based on the 

type of audit performed.  The Division is responsible to identify the standards that are 

appropriate for the type of audits it performs.  For the period subject to our review, the Division 

determined that its audits should comply with the sections of GAGAS applicable to financial 

audits. These standards incorporate by reference Generally Accepted Auditing Standards 

(GAAS) established by the American Institute of Certified Public Accountants (AICPA) and 

generally apply to audits that result in an independent auditor’s opinion on the fairness of 

presentation of a set of financial statements for the audited entity.   

More specifically, the Division has asserted that the nature of the audits it performs falls within a 

specific and narrow section of the AICPA standards (AU Section 801 on Compliance Audits.  

We disagree with the Division’s determination.  AU 801 is only applicable if an auditor is 

engaged, or required by law or regulation, to perform a compliance audit in accordance with all 

of the following: GAAS, GAGAS for financial audits, and a governmental audit requirement that 

requires the auditor to express an opinion on compliance.  It is generally applicable to mandated 

audits of compliance with specific provisions of government programs that are performed in 

conjunction with a broader financial statement audit.   

The Division’s audits are not conducted in conjunction with a financial statement audit, nor is 

there a governmental audit requirement to express an opinion on compliance. While the Division 

is authorized to conduct audits, the nature, scope and issues covered by these audits are 

determined at the discretion of the Division and the Legislative Auditor.  In our opinion, the 

nature of the work performed in these audits is more appropriately classified under the sections 

of GAGAS governing performance audits or attestation engagements, both of which have 

different requirements. 

As a result of its incorrect identification of applicable standards, the Division has neither adopted 

policies and procedures, nor designed its quality control system to ensure compliance with all 

requirements applicable to its audits.  These include, but are not limited to, documenting the 

steps taken by the Division to: 

• consider audit risk and materiality, 

• manage overall audit risk to an acceptably low level, 

• apply audit procedures specifically directed to ascertaining whether illegal acts 

have occurred,  

• obtain an understanding of how information technology affects the design and 

implementation of control activities, and  

• apply audit procedures to evaluate the reliability of computer generated 

information used as audit evidence. 

 

In addition, the Division’s efforts to fit its work into the strict reporting formats prescribed by 

AU 801 have resulted in too broad of an opinion letter for at least two of the five GAGAS audits 



 

 

issued during the period.  In both cases, the Division issued an independent auditors’ opinion 

indicating that the audited entity had complied with all laws, rules and regulations applicable to 

it, even though the Division’s examination was limited to certain specific areas.  As a result, the 

audit evidence gathered is neither sufficient nor appropriate to support the broad opinion 

expressed in these audits. 

 

Recommendation: The West Virginia Office of the Legislative Auditor’s Legislative Post Audit 

Division should examine the provisions of GAGAS to identify the section(s) that most 

appropriately align with the type(s) of audits it performs.  Once these standards are identified, the 

Division should revise its system of quality control to addresses all appropriate components and 

requirements of GAGAS.  This should include parameters that ensure adequacy of the system 

design and documentation, as well as provisions to ensure adequate communication of 

requirements to all staff and effective monitoring of the system by management or their 

designees.   

In the attached correspondence dated January 12, 2012, the West Virginia Office of the 

Legislative Auditor’s Legislative Post Audit Division provided its response to the report 

recommendation. 

 

 
 

 

 








