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AUDIT SUMMARY 
 

 Our audit of the Disaster Grants – Public Assistance (Presidentially Declared Disasters) federal 
program, administered by the Department of Emergency Management for the fiscal year ended June 
30, 2016, found: 
 

 proper recording and reporting of all transactions, in all material respects, in the 
Commonwealth Accounting and Reporting System and Cardinal; 
 

 two matters involving internal control and its operations necessary to bring to 
management’s attention; and 
 

 two instances of noncompliance with applicable laws and regulations or other 
matters that are required to be reported. 
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1 Fiscal Year 2016 

AUDIT FINDINGS AND RECOMMENDATIONS 
 

Strengthen Internal Controls over Time and Effort Reporting for Federal Grants 
Type of Finding: Internal Control and Compliance 

Emergency Management needs to strengthen internal controls over time and effort reporting 
for federal grants to ensure salary charges accurately reflect the work performed by its employees.  
Emergency Management receives a significant portion of its funding from the federal government in 
the form of grants, and uses a portion of these funds to support payroll costs.  Emergency 
Management currently estimates how much of an employee’s salary will be supported with federal 
funds, but does not perform subsequent reviews to confirm the estimates are consistent with the 
work performed by the employee.  Emergency Management has been unable to perform after-the-
fact reviews of the estimates because it has lacked the resources necessary to perform the reviews. 

 
Code of Federal Regulations, 2 CFR §200.430(I) (ii), requires the records supporting charges 

to federal awards be supported by a system of internal control which provides reasonable assurance 
that the charges are accurate, allowable, and properly allocated.  Further, 2 CFR §200.430(I)(viii) 
requires the entity's system of internal control include processes to review after-the-fact interim 
charges made to a federal awards based on budget estimates and make adjustments to the final 
amounts charged to the federal award  Without performing after-the-fact reviews of budget 
estimates, Emergency Management cannot provide these reasonable assurances. 

 
Emergency Management should evaluate its practices to determine which method is best for 

satisfying the time and effort reporting requirements for federal grants.  In February 2016, 
Emergency Management implemented an automated solution to capture time, attendance, and 
leave usage.  Emergency Management should determine whether it can use this solution to support 
payroll charges to federal grants.  If Emergency Management continues to use budget estimates, it 
should perform routine after-the fact reviews to confirm budget estimates are consistent with the 
work performed by its employees and make adjustments when necessary. 
 
Issue Management Decisions on Sub-Grantee Single Audit Findings 
Type of Finding: Internal Control and Compliance 

Emergency Management is not reviewing sub-grantee Single Audit reports and as a result is 
not issuing management decisions on audit findings in a timely manner.  During the 2013 Single Audit 
cycle, three sub-grantees had findings related to federal awards passed through from Emergency 
Management.  Emergency Management did not issue management decisions on sub-grantee Single 
Audit findings because it lacked the resources to conduct the audit report reviews and perform follow 
up procedures. 
 

Management decisions are the pass-through entities evaluation of the sub-grantee’s audit 
findings and corrective action plan and include the issuance of a written decision to the sub-grantee 
as to what corrective action is necessary.  Code of Federal Regulations, 2 CFR §200.331(d), requires 
the pass-through entity to review financial and performance audit reports, issue a management 



 

 

2 Fiscal Year 2016 

decision(s) for audit findings pertaining to the Federal award(s) provided to sub-grantees, and follow 
up on the sub-grantee’s corrective action.  Without reviewing the Single Audit reports and issuing 
management decisions, Emergency Management cannot provide assurance that its sub-grantees are 
taking timely corrective action on its audit findings. 
 

Emergency Management recently hired several grants management personnel to assist with 
monitoring efforts.  As part of these efforts, the newly hired grants management personnel will 
follow up on sub-grantee Single Audit findings from the last several years to confirm the sub-grantee 
has taken sufficient corrective action to address the findings.  Going forward, Emergency 
Management should issue management decisions in a timely manner and use information from the 
Federal Audit Clearinghouse to confirm that it has issued management decisions on all sub-grantee 
Single Audit findings. 
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 September 15, 2016 
 
 

The Honorable Terence R. McAuliffe  
Governor of Virginia 
 
The Honorable Robert D. Orrock, Sr. 
Vice-Chairman, Joint Legislative Audit 
  and Review Commission 
 
 

We have audited the financial records and operations of the Disaster Grants – Public 
Assistance (Presidentially Declared Disasters) federal program, administered by the Department of 
Emergency Management (Emergency Management), for the year ended June 30, 2016.  We 
conducted this audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, in support of the 
Commonwealth’s Single Audit.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions.  We 
believe that the evidence obtained provides a reasonable basis for our findings and conclusions 
based on our audit objectives. 
 
Audit Objectives 
 
 Our audit’s primary objective was to audit the Disaster Grants – Public Assistance 
(Presidentially Declared Disasters) federal program in support of the Commonwealth’s Single Audit.  
In support of this objective, we evaluated the accuracy of recorded financial transactions in the 
Commonwealth Accounting and Reporting System and Cardinal, and in supplemental information 
submitted to the Department of Accounts; reviewed the adequacy of the Emergency Management’s 
internal controls over the federal program; and tested for compliance with applicable laws, 
regulations, contracts, and grant agreements.  Emergency Management transitioned to using 
Cardinal, the Commonwealth’s new accounting and financial reporting system, on February 1, 2016. 
 
Audit Scope and Methodology 
 

Emergency Management’s management has responsibility for establishing and maintaining 
internal control and complying with applicable laws and regulations.  Internal control is a process 
designed to provide reasonable, but not absolute, assurance regarding the reliability of financial 
reporting, effectiveness and efficiency of operations, and compliance with applicable laws, 
regulations, contracts, and grant agreements. 
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We gained an understanding of the overall internal controls, both automated and manual, 
sufficient to plan the audit.  We considered materiality and risk in determining the nature and extent 
of our audit procedures.  Our review encompassed controls over the Disaster Grants – Public 
Assistance (Presidentially Declared Disasters) federal program. 
 

We performed audit tests to determine whether Emergency Management’s controls were 
adequate, had been placed in operation, and were being followed.  Our audit also included tests of 
compliance with provisions of applicable laws, regulations, contracts, and grant agreements.  Our 
audit procedures included inquires of appropriate personnel, inspection of documents, records, 
contracts, and observation of Emergency Management’s operations.  We tested transactions and 
performed analytical procedures, including budgetary and trend analyses. 
 

Conclusions 
 

We found that Emergency Management properly stated, in all material respects, the amounts 
recorded and reported in the Commonwealth Accounting and Reporting System and Cardinal, and in 
supplemental information submitted to the Department of Accounts for the Disaster Grants – Public 
Assistance (Presidentially Declared Disasters) federal program. 

 
We noted certain matters involving internal control and its operation and compliance with 

applicable laws, regulations, contracts and grant agreements that require management’s attention 
and corrective action.  These matters are described in the section entitled “Audit Findings and 
Recommendations.” 
 

The results for the Commonwealth’s Single Audit for the year ended June 30, 2016, are 
contained in a separate report which will be available on APA’s website at www.apa.virginia.gov in 
February 2017. 
 

Exit Conference and Report Distribution 
 

We discussed this report with management on October 26, 2016.  Management’s response 
to the findings identified in our audit is included in the section titled “Agency Response.”  We did not 
audit management’s response and, accordingly, we express no opinion on it. 
 

This report is intended for the information and use of the Governor and General Assembly, 
management, and the citizens of the Commonwealth of Virginia and is a public record. 

 
 AUDITOR OF PUBLIC ACCOUNTS 
 
LCW/alh 

  

http://www.apa.virginia.gov/
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