
December 7, 2011

John Sylvia
Director
Performance Evaluation and Research Division
Building 1, Room W-314
1900 Kanawha Boulevard East
Charleston, WV 25305

Dear Mr. Sylvia:

We have reviewed the system of quality control of the West Virginia Office of the Legislative
Auditor’s Performance Evaluation and Research 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 Performance Evaluation and
Research Division in effect for the period September 1, 2010 to 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

A comprehensive system of quality control is composed of many important aspects, ranging
from the design and documentation of the system and its communication, to the development of
appropriate policy and procedures, to the organization’s human resource policy and training
practices that ensure staff have the capabilities and knowledge needed to conduct the audits, to
its efforts to monitor and report on compliance with the established procedures. We identified
deficiencies in several important aspects of the Division’s system of quality control which
caused the system to fail to prevent, identify, or correct recurring deviations from several audit
standards, including:

Competence: GAGAS requires audit staff to collectively possess knowledge of the
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. The Division does not
have policies and procedures governing continuing education and professional
development, did not communicate the requirements to audit staff, and staff did not meet
the minimum continuing education requirements established by the standards.
Additionally, in our discussions with audit management and staff, we found them
unfamiliar with specific provisions of GAGAS applicable to their work.

Quality Control and Assurance: GAGAS requires audit organizations to establish 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. Although the Division
references its written reports prior to release, this process alone is not sufficient to
provide the organization with reasonable assurance that the organization and its personnel
comply with all standards.

Planning: GAGAS requires auditors to adequately plan each audit to achieve the audit
objectives and to document certain important aspects of that planning.  The Division’s
policies and procedures do not sufficiently address several key aspects of this planning
standard, including, but not limited to, planning for the management of audit risk and
significance; consideration of the potential for fraud, abuse, or illegal acts; evaluation of
internal controls; and the reliability of computer generated information.

Evidence: GAGAS standards require that auditors assess the reliability of evidence
gathered from officials of audited entities, testimonial evidence, and computer-processed
information. Also, auditors should determine whether evidence as a whole is sufficient
and appropriate to support findings. The Division used information provided by officials
of audited entities, testimonial evidence, and computer-processed information, but in
many cases did not document the assessment of that evidence. Additionally, the
Division’s quality control policies and procedures do not require auditors to document
whether evidence as a whole is sufficient and appropriate.

Report Contents: Among other things, GAGAS requires auditors to prepare reports that
contain the objectives, scope, and methodology of the audit; a description of the scope of
their work on internal control and any significant deficiencies; and a statement about the



auditor’s compliance with GAGAS.  For some of the audits we reviewed, the
methodology did not adequately describe the nature and extent of the work performed to
address the objectives.  Reports also did not include the scope of work on internal control
and any deficiencies that were significant within the context of the audit objectives. In
addition, the reports did not include the correct GAGAS statement.

Recommendation: The West Virginia Office of the Legislative Auditor’s Performance
Evaluation and Research Division should develop an appropriate system of quality
control that addresses all 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.  The system should include
appropriate policies, procedures and practices that address continued staff development
and training in GAGAS requirements; documentation of all required aspects of audit
planning; documenting the assessment of the sufficiency and appropriateness of audit
evidence; and a more complete discussion of required reporting elements.

In the attached correspondence dated February 3, 2012, the West Virginia Office of the
Legislative Auditor’s Performance Evaluation and Research Division provided its response to
the report recommendation.








