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: EXEC[LTWE"OFFICE 'OF THE: PRESIDENT
OFF’CE.OF MANAGEMENT AND - BUDGET’
- .. WASHINGTON, D.C; 20503 =

September- 23;. 1982 : - - Circular No. A-50
' T ) ‘ Revised-

._.~‘,.-,,:“,,. e __ e . LRI ;

TO THE HEADSTOF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

| SUBJECT=: ~Audit Followup* BEASL e nscent L GE sreen ol
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1. Purgose-< Th15~01rcular prOV1des theopolxcles and-procedures
for use by executive:agencies when conslder1ng;reports issued: by
the Inspectors:General: (IGs),. other executive:-branch: audlt*organl- ‘
zations, the:General Accounting: Offlce (GAO),,andfnon-Federal S

audltors.where=followuprlshnecessary. R DAL - 7,135'-"

2. Resc1551ons. ThlS'rev1slon-replaces and resc1nds Clrcular No.
A-50, “Executrve»branch action: om: Géneral Accounting:0ffice-
reports,"” Rev1sed, dated: January- 15,‘1979,,and incorporates:
certain provisions:previously set forth in:Circular A-73,. "Audit
of Federal oneratlonS'and programs," Revxsed, dated November 27,
1979. . .- oIl ,

3. Authorltz..ff;.-.i
Budqet and Accounulng Act of 1921, as: amended (31 USC 16 &
'53)- ",,,,.. o ,”wv‘,ﬁ_” uy, . . : R :
b.. Sectlon 236 of’ the Leglslatlve~Reorganlzatlon Act-of 1970.,

c. SuppTemental Appropriatlons and Resc1551ons Act“of 1980
(P.L. 96-304).. . -

d. ~ Appropriations:Act: of 1981 (P.L. 96-526) ..
e, 4 cm’mf'-ws;" Federal ‘Claims Collection Standards.

f. GAO Pollcy and Procedures Manual for- Guldance of Federal.
_Agenc1es (Title 2-Account1ng).uiv. S S .

4, Backgrouné;ﬁ,The‘pr;nc1pa1eobjectiveszui.this:revision"are:‘

a. To specify the role off the designated” audit followup
- officials, and the role of Inspectors- General with regard to audit
followup. .

b. To ' 'strengthen the- procedures for resolution of audit.
findings and corrective action on recommendations- contained in
audit reports. 1ssued by IGs, other audit organlzatxons, and the
GAO. : .
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c. To clarlfy the appllcablllty of the Clrcular to regulatory
and preawar 4 audlts.z , , .

d. To emphasize the importance of monitoring the
implementation of resolved audit recommendations in order to
assure t&a* promlsed corrective action is actually taken.

e. To 1mprove accountlng and collectlon controls over amounts
due the Government as a result of claims arising from audits. -~ _

5. Policy. Audit followup is. an integral part of good
management, and is a shared. respon51b111ty of agency management
officials .and auditors. Corrective action taken. by management on -
resolved findings .and recommendations is essential to improving
the effectiveness and efficiency of Government operations. Each --
agency shall establish systems to assure the prompt and proper
resolution and implementation of audit recommendations. - These
systems. shall provide for a complete record of action taken on
both monetary and non~monetary flndlngs and recommendatlons.

v s

6. Deflnltlons.'

a. Responses to A“dlt Reports - ertten comments by agency
officials indicating agreement or disagreement on reported
findings and recommendations. Comments indicating agreement on"
final reports shall include planned corrective actions and, where
appropriate, dates for achieving actions. ' Comments indicating
disagreement shall explaln fully the reasons for disagreement.
Where disagreement is based on" 1nterpretatlon of law, regulation,
or the authority of officials to take or not take actlon, the -
response must 1nclude the legal ba51s._v

b. Resolutlon.‘

(1) For most audits, the point at which the audit
organization and agency management or contracting officials agree
on action to be taken on reported findings and recommendations;
‘or, .in the event of disagreement, the point at which the audit
followup official determines the matter to be resolved. A report
may be considered resolved despite the right of persons outside
the agency to negotiate, appeal, or litigate. Resolution of a
report with *espec;‘to parties outside the Government does not
preclude further consideration of issues in the report by agency
management : v : o .

(2) For preaward’contract audits, the point at which -
agreement is reached, a contract price negotiated, or proposed
award cancelled,'whlchever occurs flrst. - o _ o

T
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(3) For GAO reports, the point at which the agency
responds to the Congress, as requlred by the Leglslatlve Reorganl- ‘
zatlon Act of 1970.‘7- _ _ s

c. Co:rectlve Actlon -—- Measures taken to 1mp1ement resolved
audit flndlngs and recommendatlons. S ' : 5~-,57.¢ .

d. Dwsallowed Costs ~= An 1ncurred cost questloned by the -
audit organxization that management has aqreed should not be
charged to. the ‘Government.: R et S,

7. Responslollltles.;

a. Agency Head. Agency ‘heads are responszble for.lfﬂd

(1) De51gnat1ng a top management off1c1a1 to oversee audlt
followup, lncludxng resolutlon and correctlve actlon.ypgﬁ,r_:i"

(2) Assurlng that management officials throughout the
agency understand the value of the audit process and are respon-
sive to audlt recommendatlons. o L R TR :

b. Management Offlczals. -Agency management officials are -
responsible for receiving and analyzing audit reports, providing:
timely responses to the audit organization, and taking corrective
action where appropriate. Where management officials disagree
with an audit recommendation, the matter shall be resolved by a --
higher level manaqement off1c1a1 or by the followup offxcxal.

C. Aud:: Followup Off1c1al The audlt followup off1c1a1 has '
personal responsibility for ensuring that- (1) systems of audit . '
followup, resolution, and gorrective action are documented and in
place, (2) timely responses are made to all audit reports, (3) -
disagreements are resolved, (4) corrective actions are actually
taken, and (5) semi-annual reports required by paragraph 8.a.(8)
‘below-are sent to the head of the aqency. L

a. Insoectors General. - Inspectors General or other ‘audit
officials are responsxﬁle for (1) making independent audits and
investigations of their agencies' programs, operations, act1v1-"
ties, and furictions; (2) overseeing the work of non-Federal
auditors performed in connection with Federal programs; and (3)
reviewing responses to audit reports and reportlng significant
disagreements to the audit followup official. -

e. Comg;roller.General. The Comptroller General is. the head
of the GAC, "a legislative branch agency responsible for auditing
and evaluatlng programs, actlvxtles, and f1nancial operatlons of
the executive branch.“, : - T T P .
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8. Action~Requirements,pg

a. Follow-up Systems. --Agencies shall assign high priority to’
the resolution of audit recommendations and to corrective action.
Systems for resolution and correctlve action must meet the . . .
following. scandardS° o - : - : Lo

off1c1al,_

) Requlre prompt resolutlon ‘and corrective’ actlons on
audit recommendations. Resolution shall be made within a maximum.
of six months after issuance of a final report—or,’ln the--case of
audits performed by non-Federal auditors, six months. after receipt
of the - report by the: Federal Government. Correctlve actlon should .
proceed as: rapldly as possxbleﬁ." o

(3) Specify- criter;a "for proper- resolutlon and correctlve
action on -audit recommendations, whether resolution is in favor of
the auditor or an auditee. These criteria should provide for
written plans for- correct1ve actlon w1th spec1f1ed actlon dates,
where approprlate. e y o : SN

(4) Malntaln accurate records of the status of audlt
reports or recommendations: through the entire process. of
resolution and corrective action. . Such records shall include
appropriate accounting and collectlon controls over- amounts
determlned to be due the Government

, (5) Prov1deca means: to assure- tlmely responses to- audlt
reports ‘and: to resolve major disagreements between the audit.
organization and agency management or contracting officials. The -
process should provide sufficient time to permlt resolutlon to
take place w1th1n the- 51x month 11m1t.. o . o o D

(6) Assure that resolut1on actlons are con51stent w1th
law, regulation, and Administration policy; and include written
justification contalnlng, when applicable, the legal basis for
decisions not. agreelng with the audit. recommendatlon.

(T) Drov1de_for coordlnatlng resolutlon and correctxve
action on recommendations 1nvolv1ng more than one program, agency,
or level of Government._'¢.¢. .

(8) Provide sem1-annual reports to the agency head on - the
status of 211 unresolved audit reports over six months old, the
reasons therefor, and a timetable for their resolution; the number
of reports or recommendations resolved during the period; the
amount of disallowed costs; and collections, offsets, write-offs, :
demands for payment and other monetary benefits resulting from
audits. These reports should include an update on the status of
prev1ously reported unresolved audits. . S

‘\L .

.
hS
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, "(9) Provide for periodic,analysis of audit T
. recommendations, resolution, and corrective action, to determine -
‘trends and systen-w1de problems, ‘and to recommend solut1ons.

(10) Assure that performance appralsals of approprlate
officials reflect effectiveness in resolving and 1mplement1ng
audit recommendatlons._ o : :

: AT Prov1de for an evaluatlon of whether the audlt
followup system results in efficient, prompt, and proper _
resolution and corrective action on audit recommendations. The -
first evaluation will be made within one year of the date of this

Clrcular, and evaluatxons w111 be made perlodlcally thereafter. e

. b. Specxal Requlrements. The follow1ng addltlonal
requ1rements apply to General Accountlng Offlce reports.“i"

'_(1) Draft~Reports.. The GAO normally issues draft reports
to agencies for their review and ¢omment, so that final reports
may incorporate agency views. In accordance with 31 USC 53(f)(1),
agencies -shall provide comments on draft GAO reports within 30 :
days of ‘issuance. -However, the law provides that, if an agency
- cannot respond to a report within 30 days, the agency may request
' addltlonal time from GAQ to c0mment. ' L :

(2) Flnal Reports.z The GAO issues flnal reports to the
Congress or the head of an agency. Agencies are required to
respond to these reports in accordance with instructions contalned

in paragraphs (3) and (4) below.

(3) Statements to the Offlce of Management and Budqet.»

" “The agency head will submit a statement to the Director of OMB
~~within 60 calendar days after formal transmittal of a GAO report
to the agency when at least one of the follow1ng applies: - =

(a) The report contalns a specxflc recommendatlon for
“the head of the agency, ’

(b) The report: contalns financial statements : -
acconpanled by elther a qual1f1ed audxt oplnlon or a dlsclalmer of
oplnlon- : .

(c) The report indicates a violation of the :
Antideficiency Act Whlch has not been reported to the approprlate .
authorities; ' :

(d) The report indicates a violation of other laws;
or . T i - '

(e) When requested to comment by_QMB,‘
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The agency statement should 1dent1fy the GAO report by number and
date (i. .y GAO/GGD-8 2~ OO, dated January. 30, 1982), and be .
submitted in duplicate. ' It should inform the OMB of the agency,
views on the findings and recommendations made by the GAG. It
should also identify any action taken, or planned, in response to -~
each 51gn1flcant finding or recommendatlon. o -

If the agencv response to a draft GAO report accurately and

adequately reflects its. current v1ews, a cooy of those comments

will be su:zlc1ent.‘ e . - o S S

When correctlve'actlon is incomplete, still under study,-or

planned, the agency will include a statement of when it expects .
action to be completed, and will report on correctlve actlon after o
it is completed.*.-w : e : : S
The agency should include in its statement to OMB copies of
statements required by Section 236 of the Legislative .
Reorganization Act of 1970. See paragraph (4) below. These
-statements may be used to satisfy the initial reporting
requirements to OMB. The statements should be accompanied by any
additional information not provided to the Conqress, but requlred
- by this sectlon of the Clrcular. . : e .

: (4) Statements to Conqre551onal Commlttees. In accordance
with Section 236 of the Legislative Reorganization Act of 1970,
when a GAO report contains recommendations to the head of an
agency, the agency shall. . : : : :

(a) Submlt a written statement to the Senate Commlttee
on Governmental Affairs and the House Committee on Government
Operations, no later than 60 days after the date of such report.
This statement will report 'the action taken or to be taken by the.
agency with respect to the recommendatlons to the head of the

agency.

‘(b) Submit a written statement to the Committees on
Appropriations of the Senate and the House of Representatives, in
. connection with the first request for appropriations for that .
agency submittel to the Congress more than 60 days after the date
of the GAO report. This statement will report the action taken or
to be taken by the agency w1th ‘respect to the recommendatlons to
the head of the agency. R S

Two coples of the above statements will be submltted on the same
date to the OMB and the GAO. :

(5) Advance Clearance and/or Coordination Requirements.
Agency statements to Congressional committees, individual Members
of Congress or the GAQ, will be subject to advance coordlnatlon
and/or clearance by OMB when the statement.
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{1) Expresses v1ews on proposed or pending leglslatlon.
‘ See Clrcular'A-IQ, ”Leglslatxve coordlnatlon and clearance.A;~ RN

(2) Deals w1th other agenc1es, or with executlve brancb
budget pollczes.w e R : : AT

Requests for advance clearance and/or coordination will be addressed
to the Director, OMB,. and will be.forwarded in duplicate. Clearance
action will be completed priorltovtransmittal of the statement.x_

9. BApplicability to Requlatory Audits. The requlrements for
resolution za2nd corrective action contained in paragraph 8.a. shall
be applied to those reports of agency units respon51ble for -
regulatory or 1nspect10n activities involving the review.of = |
financial matters that may result in: .. oele ”“h;wr?,,,;;g;;u

(a) Plnes or penaltles,

(b) Assessments or prxce adJuStmentsr.Or,!;';;iijf*ir o

(cy Other‘monetary recoverles by the Governmentajvw:ﬂ

_The agency audlt followun official shall ensure that appropriate
followup systems are 1n place for these unlts.' Separate subsystems

~10. ADDllcablllty to Preaward Contract Audits. Audit reports .
involving recommendations on contractor estlmatesrof future costs -
are subject to the provisions of this Circular. ' However, since such

- reports generally are resolved by negotiation of a contract price,
they are not subject to the time limits or reporting requirements .

.set -forth in paragraphs 8.a.(2), (5), and (8). :The requirement for

“.records on the status of reports set forth in paragraph 8.a.(4) may
be met by records malntalned in official contract files. -

11. Accounting and Collection Controls.  In orderrto ensure

- seffective recovery action, each agency will establish accounting and
‘collection controls for amounts due the Government as a result of
resolved audit findings and recommendations. Unless otlierwise
-required by statute, all claims arising from audit disallowances
shall be collected in accordance with the. FPederal Claims Collection
.Standards. ‘ e

(a) Recording Receivables. Amounts due the Government shall be
recorded promptly as accounts receivable on completion of the acts
which entitle an agency to collect such amounts. For example, on
‘matters whers the auditor has the authority to make final
~determinations, such determinations are to be recorded as
receivables at the time the audit report is issued. Audit
recommendations that are subject to management concurrence will be
recorded as accounts receivable within 30 days of being resolved.
The recording of the receivable is to be accomplished even though
~the decision to collect is subject to admlnlstratlve appeal or
lltlgatlon by persons outside the agency. : Ce
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2 o , “a
b. Interest Charges. ~"Interest on‘ audit~related debts shall

bagin“to accrue no- later than 30 days from the date the auditee is

notified of the debt. To discourage unwarranted appeals, interest

shall continue to accrue while an appeal is underway. The

interest rate applied shall be that prescribed by the Treasury

Fiscal Requirements- Manual (I TFRM 6 8000). :

c. Allowance for Uncollectable Amounts. Consideratioo.shall,-

be given to the potential for collecting audit-related debts. An
allowance account shall be established to reflect the amount of
recelvables estlmated to be uncollectable. ﬁezgww-g;.mm-m e

e

d. Pavmene of Debts._ Procedures should be established to

assure that thoe payment of audit-related debts does not result 1n'212
charges to cother Federal prog*ams or in a reduced level of progran‘:

€. Excegtioth There may be 1nstances where a, portlon of the

funds on a grant, contract, or other agreement are held back: (1)
as a safegqguard against overpavment; (2) pending completion, final
inspection or approval of work; or (3) in accordance with other
provisions of a grant or contract. In such instances, it is not.
‘necessary to record a receivable, since disallowed costs may be
offset against undlsbursed funds in the grant or contract R
audited. . : . S

12. OMB Reeoohsibiiitv,iydﬁé‘wiil continue to wdrk with agency

caudit Lollowua officials and Inspectors General to ensure that the"

~provisions of this Circular are 1mplem°nted.

,13 In:ormatlon Contact.: Inquxrles should be &lrected to the OMB

Financial Management Division at 395 3993 or to ‘the OMB Debtvgi
Collectlon Staf at 395-3967. . T .

14, Sunset Rev1ew Date. 'xhls Clrcular shall have an 1ndependent

policy review to ascertaln its effectlvene5a three years from the

~date of issue.

Vb=

..~ 7 pavid a Stockman~
o Dlrector
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