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AUDIT SUMMARY

Our audit of the Office of the Attorney General for the year ended June 30, 2001, found:

proper recording and reporting of transactions, in al materiad aspects, in the
Commonweslth Accounting and Reporting System;

no material weaknesses in interna controls; and

no instances of noncompliance with applicable laws and regulations that are
required to be reported.



AGENCY BACKGROUND

The Attorney General is the chief legal officer of the Commonwealth and, through the Department of
Law, provides lega advice and represents officers, officials, and agencies of the Commonwedth. The
Department of Law also enforces consumer protection laws and investigates Medicaid fraud and money
laundering operations. The Department of Law had the following financia activity during fiscal year 2001.

Available resources:

General fund appropriations $ 17,889,136

Various specia revenues 5,346,068

Federal grant revenues 940,571

Specia revenue fund balance, July 1, 2000 1,200,483
Total available resources $ 25,376,258

Expenses:

Sdaries and fringe benefits 20,332,830

Contractual services 1,711,225

Supplies and materials 134,726

Transfer payments 131,585

Continuous charges 376,296

Equipment 154,948

Other 45,319
Total expenses 22,886,929
Unexpended balance 2489329

DIVISION OF DEBT COLLECTION

The Division of Debt Collection, organized as a separate agency within the Office of the Attorney
Generdl, collects delinquent accounts for other state agencies. The staff of 15 was responsible for 5,571
active cases totaing over $81 million as of June 30, 2001. The Division records the cases on its Collection
Partner system. This system can track up to 15,000 active accounts, including al financia and non-financia
activity for each account. The Division collected debts totaling $10,608,012 for fiscal year 2001 and had the
following financid activity.

Available resources:

Collection fee revenue (net) $835,723

Specid revenue fund balance, July 1, 2000 786,059
Total available resources $1,621,782

Expenses:

Sdaries and fringe benefits 874,402

Contractual services 28,741

Continuous charges 77,598

Other 36,057
Total expenses 1,016,798
Unexpended balance $ 604984
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INDEPENDENT AUDITOR'S REPORT

We have audited the financia records and operations of the Office of the Attorney General for the
year ended June 30, 2001. We conducted our audit in accordance with Government Auditing Standards,
issued by the Comptroller General of the United States.

Audit Objective, Scope, and M ethodology

Our audit’s primary objectives were to evaluate the accuracy of recording financial transactions on
the Commonwesdlth Accounting and Reporting System, review the adequacy of the Office’s internal control,
and test compliance with applicable laws and regulations.

Our audit procedures included inquiries of appropriate personnel, inspection of documents and
records, and observation of the Office's operations. We aso tested transactions and performed such other
auditing procedures as we considered necessary to achieve our objectives. We reviewed the overall interna
accounting controls, including controls for administering compliance with applicable laws and regulations.
Our review encompassed controls over the following significant cycles, classes of transactions, and account
balances:

Revenues
Expenditures, including Payroll
Debt Collections and Distributions

We obtained an understanding of the relevant interna control components sufficient to plan the audit.
We considered materiality and control risk in determining the nature and extent of our audit procedures. We
performed audit tests to determine whether the Office’ 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 and
regulations.



The Office’'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 reiability of financia reporting, effectiveness and efficiency of
operations, and compliance with applicable laws and regulations.

Our audit was more limited than would be necessary to provide assurance on interna control or to
provide an opinion on overdl compliance with laws and regulations. Because of inherent limitations in
interna control, errors, irregularities, or noncompliance may nevertheless occur and not be detected. Also,
projecting the evauation of interna control to future periods is subject to the risk that the controls may
become inadequate because of changes in conditions or that the effectiveness of the design and operation of
controls may deteriorate.

Audit Conclusons

We found that the Office properly stated, in al material respects, the amounts recorded and reported
in the Commonwealth Accounting and Reporting System. The Office records its financia transactions on the
cash basis of accounting, which is a comprehensive basis of accounting other than generaly accepted
accounting principles.  The financia information presented in this report came directly from the
Commonwealth Accounting and Reporting System except for information relating to debt collection, which
came from the Division of Debt Collection’s Collection Partner System.

We noted no matters involving internal control and its operation that we consider to be materia
weaknesses. Our consideration of interna control would not necessarily disclose al matters in interna
control that might be material weaknesses. A materia weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the risk that
errors or irregularities in amounts that would be materia to financia operations may occur and not be
detected promptly by employees in the norma course of performing their duties.

The results of our tests of compliance with applicable laws and regulations disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

This report is intended for the information of the Governor and General Assembly, management, and
the citizens of the Commonwesdlth of Virginiaand isa public record.

We discussed this report with management on September 6, 2001.
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