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• What is an audit gone wrong?

• Two perspectives on the F/S

• Common audit issues
• Causes

• Solutions

• CPA firm practices that affect them

Overview



What is an audit gone wrong?

• Missed deadline

• Report was issued with undetected errors

• Billed extra

• Undue burden on staff or auditors

Common Audit Issues



Perspectives on 
the Financials
 



Two Kinds of People



Two basic ways most of us learned financial 
reporting

• ACFR-down 
• Started out looking at #s by fund and section
• Learned the whole ACFR before learning the “why”
• Virtually all auditors

• Budget-up
• Started in day-to-day processing
• Reporting emphasizes the period rather than a single date
• Learned the business end before the ACFR









Common Audit 
Issues
 



• Balance sheet not reconciled

• Untimely information

• Surprises
• Grants/single audit programs
• Leases/SBITAs
• Significant changes or issues

Common Audit Issues



The Balance 
Sheet
 



The idea: virtually every balance at YE should tie 
to support 

The audit effect: the support you use to verify 
the balance is usually also what your auditor 
needs

The problem: Procedures over the BS are often 
lacking because the Budget-Down view 
emphasizes the income statement
(Well, that, and also, when was the last time a board member asked you 
about prepaids?)

Balance Sheet



• Cash is (hopefully) reconciled monthly

• Why stop there?

• Use the same concept for reconciling the BS:
• Review the balance as of year-end

• Gather support for what the balance should be

• Aging report/subledger

• Supporting calculations

• Find out why they’re different

• Make sure support is external, not a transaction listing

Balance Sheet



The Auditor’s Part:

• Basic approach is to get support and then test 
details

• Their requests may be very generic, esp. in first 
year

• Don’t let them make you chase down a 
subledger if that isn’t what you need!

Balance Sheet



Timely 
Information
 



The idea: most governments schedule their audit at 
a certain time to meet a certain deadline

The audit effect: Audit staff are booked out months 
in advance based on the agreed timeline

The problem: After that scheduled time, any 
unfinished work has to be worked in around the next 
fieldwork

The (other) problem: The amount of time needed 
to finish an area can double or triple if we don’t get all 
the correct info at once

The (other) (other) problem: certain audit 
procedures have to be continued until the audit is 
finalized

Timely Information



Okay, so what can we do about it?

• Review last year’s PBCs to see what was 
finished the latest. Why?

• Waiting on 3rd parties?

• Labor-intensive to prepare?

• Takes a while for you to get around to it? 
Can someone be cross-trained?

Timely Information



A few tricks to being ready
• Identify items that can be completed before year-

end or quickly thereafter
• Debt schedules

• Retirement payment reports

• Capital assets

• Check registers and billing registers

• For items needing 3rd-party info, get the ball rolling 
ASAP

• Set a timeline: start with audit week 1 and work 
backward

Timely Information



Asking for Help
• Sudden turnover or prolonged vacancies are hard to 

overcome

• Your auditor can engage for some nonattest services, but 
they MUST maintain independence

• Many CPA firms offer consulting services
• 3rd party doesn’t have to be independent

• Can prepare original documents (bank recs, accruals) 

• Can make management decisions (estimates, classification 
decisions)

• Engage for a little or a lot – from capital assets to drafting the 
ACFR

Timely Information



The Auditor’s Part:
• We need a lot of stuff on day 1, but no, we don’t 

need everything on day 1
• Clarify timeline when:

• Their “priority items” is a long list

• Their list has the same due date for everything

• The curse of giving lots of info upfront: a 
disorganized auditor may ask for things twice

• Organize your files to mirror their PBC list

• Avoid emailing lots of stuff, or at least, update your audit 
file with the stuff you emailed

Timely Information



Surprises!
 



The idea: Surprises = bad for you

The audit effect: Surprises = bad for auditor

The problem: Bad for you + bad for auditor = 
sadness

Surprise!



• The real cause is unknown information

• This is sometimes unavoidable, but it can 
also be caused by info we knew or should 
have known

• Goal: avoid problems caused by 
“Unturned stones”

Surprise!



Some surprises you can mitigate

• Grants/single audit programs:

• Review revenues (esp. intergovernmental) as part of year-end close. Be 
sure you know what it is, and that it’s not a grant

• Review GL for reimbursements netted against expenditures

• Non-cash grants often hide at the airport

• Leases/SBITAs:

• Extend your GL review for possible leases to include after year-end 
expenditures

• Legal issues: 

• Review expenditures

• Discuss with management and department heads

Surprise!



Don’t forget to communicate
• Don’t forget to tell your auditor about 
important changes. Keep a list of possible 
items and update it throughout the year, not 
just when they send the questionnaire

• Also consider communicating issues to your 
auditor as they occur

• Significant Turnover

• Cybersecurity events

• New debt/grants

Surprise!



The Auditor’s Part:

• Firms have multiple review layers that can mystify 
communication and slow the process

• Junior staff more likely to communicate complex things 
through email instead of talking

• Regular meetings with audit team can improve 
communication with senior staff as well as client

• If auditor drafts the A(C)FR, last-minute drafts are no fun

• Ask to review unaudited budget schedules early

• Ask for a trial balance and AJE’s ahead of the draft to review 
entries and reconcile numbers (hint: their entries are to your 
financials!)

Surprise!



Questions?
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