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MEMORANDUM

TO
:  Arne Duncan


   Secretary of Education



FROM
:  Thomas P. Skelly


    Delegated to Perform the Functions and Duties of the Chief Financial Officer

SUBJECT
:  Semiannual Report to Congress on Audit Follow-up, No. 49
In accordance with the Inspector General Act, as amended, I am pleased to submit the Department’s 49th Semiannual Report to Congress on Audit Follow-up, which covers the six-month period ending September 30, 2013. 

This report highlights the Department’s accomplishments in implementing recommendations included in Departmental audits conducted by the Office of Inspector General.  Additionally, it provides statistical tables as specified in Sec. 5(b)(2), (3) and (4) of the Inspector General Act, as amended, and statements with respect to audit reports for which management decisions have been made, but final action has not been taken.

Over the reporting period, Department managers and staff continued to implement recommendations to correct all deficiencies.  Ensuring effective oversight of the entire post audit process will continue to receive top priority. 
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OVERVIEW

The Department of Education (Department) submits its 49th Semiannual Report to Congress on Audit Follow-up in accordance with requirements of Sec. 5(b) of the Inspector General Act, as amended (IG Act).  This report provides information on the Department’s external and internal Office of Inspector General (OIG) audit resolution and follow-up activity for the six-month period from April 1, 2013 through September 30, 2013.

The content and format of this report have been revised to streamline the presentation of the data included (for example, data on audits issued by the Government Accountability Office are no longer included), as well as provide important background and context for the information required by the IG Act.  During (and in the months preceding) the reporting period, the Office of the Chief Financial Officer (OCFO) worked closely with Principal Offices (POs) across the agency to improve the timeliness, efficiency, and quality of audit follow-up for both external and internal OIG audits.  Following is a brief description of some of our ongoing efforts, as well as some of the significant results achieved by the Department.
External Audit Accomplishments and Highlights

· Management Improvement Initiatives – OCFO has continued to build on the significant accomplishments achieved during the prior reporting period.  Collectively, these initiatives have resulted in improved oversight of the audit follow-up process and continued progress in the timely resolution of outstanding audits.  The following actions are noteworthy:

· Audit Governance Framework/High-Priority Audit Panel.  Financial Improvement and Post Audit Operations (FIPAO), a subcomponent within OCFO, has continued to work within the structure of the Audit Governance Panel that was established in the fall of 2012.  All key non Federal Student Aid (FSA) offices involved in audit follow-up at the Department participate on the panel, including OIG and Office of the General Counsel.  While timely resolution of assigned ED-OIG audits remain a priority, during the third quarter of FY 2013, the focus of the Panel’s activities shifted to a review of the Department’s policies and business procedures related to audit follow-up.  Panel members identified procedures that may have contributed to a historical backlog of unresolved audits, and worked in small groups to identify improvements to various aspects of the overall follow-up system at the Department.  In the coming year, the Panel will finalize a plan to implement the recommendations, and will also undertake a complete review and revision of the Department’s policies related to audit follow-up.  
· External Audit Dashboard.  In July 2013, FIPAO updated the Dashboard, which was created as a tool for the Department management to monitor overall progress on resolution of audits, both at the Department and PO levels.  The Dashboard is a compilation of reports intended to help offices monitor their progress in implementing corrective actions and meeting the Department’s performance goals for audits.  These reports are utilized for tracking audit metrics throughout the Department and providing regular updates to the Deputy Secretary.  This Dashboard is updated and distributed monthly to all Audit Liaison Officers (ALO), members of the Audit Governance Panel, and the Department’s Senior Leaders.  This data analytics initiative has assisted the Department in significantly reducing the backlog of overdue audits, and it continues to help POs better manage their audit responsibilities.
· Significant Results Achieved – Collectively, the actions described above have maintained the focus on audit resolution, including timely collection of unallowable costs and closure of audits as they are resolved.  Some examples of significant results achieved since the beginning of this reporting period include:

· The Department reduced the number of overdue OIG audits to 17 - a 66% decrease since the establishment of the panel.  The Department has a total of 23 open external OIG audits (9 FSA audits and 14 Non-FSA audits), and is committed to resolving these by the end of FY 2014.  During the reporting period, POs resolved 13 external OIG audits (7 FSA audits and 6 Non-FSA audits).  
· During the reporting period, the Department issued management decisions for 8 reports seeking the recovery of total disallowed costs in the amount of $22,602,043.  During the period, the Department recovered $5,580,243, which included collections and other reductions.  As of September 30, 2013, the Department had $34,962,880 in disallowed costs remaining to be collected.  (External-Table 1)

· During the reporting period, the Department closed 16 external OIG audits (External-Table 3).  OCFO worked closely with POs to proactively track audit closure, verify that all corrective actions have been taken prior to closure, and streamline the closure process.

Internal Audit Accomplishments and Highlights

The Department remains committed to resolving and closing corrective actions on time, and leveraging such findings and recommendations to improve internal operations and effectiveness.  The Department’s resolution requirement for internal audits is three months instead of the six-month resolution requirement of OMB Circular A-50, “Audit Follow-up.”   Recent efforts to improve the management and oversight of internal audit follow-up have helped the Department significantly reduce the backlog of open audits, and begin to take more timely action on new audit findings and corrective actions.

· Management Improvement Initiatives – Noteworthy initiatives in this area include:

· FIPAO has designed and implemented performance metrics for internal audit resolution and completion of corrective actions.  These metrics apply to each PO’s established goals for audit resolution and corrective action implementation for the Department overall.  Individual offices are working to develop and implement processes that will enable them to improve the effectiveness of management and the tracking of corrective actions in order to ensure that they meet new performance targets. 

· Internal Audit Dashboard.  FIPAO has instituted a number of tools to help POs track and manage their audit follow-up responsibilities more effectively.  In the first quarter of FY 2013, FIPAO developed the Dashboard for monthly reporting on critical indicators of effective audit follow-up within the Department.  These monthly data reports highlight those audits and corrective actions that are behind schedule, along with those that are coming due.  This mechanism provides each PO with information needed to ask appropriate questions and take prompt action.  During the reporting period, FIPAO also held quarterly meetings with POs, providing a forum for early resolution of potential issues and additional support throughout the entire audit follow-up process.
· Significant Results Achieved – Collectively, these efforts represent some of OCFO’s ongoing efforts to fulfill its audit follow-up responsibilities.  They strengthen the governance and accountability framework for audit follow-up within the Department, and leverage internal audits more effectively as a proactive management tool.  
· As of September 30, 2013, the Department had a total of 24 open internal   

OIG audits.  (Including our work closing GAO audits, this reflects a 40 percent decrease since the end of FY 2011.)  During the reporting period, the Department closed 18 reports containing 103 recommendations.  The Department completed 99 percent (272 of 276) of its Corrective Action Plans for the year.
· Office of Inspector General (OIG) audits comprise nearly half of the audits in 

the Department’s internal audit workload.  At the end of the semiannual reporting period, of the 24 open OIG audits, 6 are unresolved and only 4 of these were overdue for resolution.  OCFO is working diligently with the POs assigned to these audits to bring the appropriate people and actions to the table so that agreements can be made on how to best address the recommendations made to the Department.

· During the semiannual reporting period, the OIG issued 8 internal audit 

reports containing 45 recommendations to the Department.

· The Department has 6 internal OIG audit reports that were not closed within 


one year after the issuance of a management decision (Internal-Table 2).  The 
POs have reported that all corrective actions have been completed for 4 of 
these audits.  Closure of the completed audits is pending official requests for 
closure from the POs, and the receipt and review of all supporting 
documentation by OCFO.  Final action (closure) on these 4 audits will take 
place during the next reporting period.  The remaining audits have 
completion dates in FY 2014 or FY 2015.   

CHAPTER ONE: External Audit Tables

External- TC "Chapter Two: Audit Activities Related to Disallowed Costs and Better Use of Funds "\l 1 Table 1: U.S. Department of Education Audit Recovery Activities Related to Disallowed Costs, as of September 30, 2013
	Final Actions
	Number of Reports
	Disallowed Costs

	Balance reported at the end of the previous period 
	5
	$17,941,080

	Audit reports with management decisions made             during the period (includes interest, penalty and fine accruals)
	8
	$22,602,043

	Total audit reports pending final action during the period
	13
	$40,543,123

	Minus:  Audit reports with final action taken during the period (includes collections and other reductions) 
	4
	$5,580,243


	Total audit reports pending final action at the end of the period
	9

	$34,962,880



Source: U.S. Department of Education, Financial Management System. 

This table presents statistical information on the Department's audit recovery activities related to disallowed costs for the external OIG audits.  
Disallowed costs are charges to an award that the Federal awarding agency determines to be unallowable, in accordance with the applicable Federal cost principles or other terms and conditions contained in the award.  For the disallowable costs, repayments are due to the Federal government.  
External-Table 2: U.S. Department of Education External OIG Audit Activities Related to Better Use of Funds, as of September 30, 2013
	Recommendations and Final Actions
	Number of Reports
	Dollar Value 


	Audit reports with management decisions on which final actions had not been taken at the beginning of the period
	4

	$897,527,577


	Audit reports on which management decisions were made during the period
	0
	                          $0

	Total: Audit reports pending final action during the period (total of two variables above)
	4
	$897,527,577

	Minus: Audit reports on which final action was taken during the period (value of two variables directly below)
	0
	$0

	Value of recommendations implemented
(completed)
	0
	$0

	Value of recommendations that management 
concluded should not or could not be implemented 
or completed
	0
	$0

	Audit reports needing final action at the end of the period (total less computed value directly above)
	4
	$897,527,577


Source: External audit reports prepared by OIG.

This table presents data on the Department’s activities related to recommendations for Better Use of Funds (BUF).  In the 1988 amendments to the IG Act, Congress directed IGs to standardize their reporting processes in order to develop an overall picture of the Federal government's progress against waste, fraud and mismanagement.  Pursuant to this request, Congress required IGs to start tracking recommendations for BUF, and reporting the total dollar value of all BUF recommendations on a semi-annual basis.  
BUF is a term that is used to track and report any audit recommendation that is intended to promote greater efficiency, accountability, or internal control through funds or other resources being “put to a better use.”  BUF includes both monetary and non-monetary efficiencies.  The IG Act, as amended, defines BUF as “a determination that includes a potential efficiency in the use of funds if certain actions to implement and complete recommendations were followed that may include any of the following:  1) reductions in outlays; 2) de-obligation of funds from programs or operations;  3) withdrawal of interest subsidy costs on loans or loan guarantees, insurance or bonds; 4) not incurring costs by implementing recommended improvements related to the operations of the Department, a contractor, or grantee; or 5) any other savings that are specifically identified.”  

External-Table 3: U.S. Department of Education OIG External Audit Reports Pending Final Action One Year or More after Issuance of a Management Decision, by Primary Office and Issue Date
	ACN
	Audit Title
	Primary Office
	Issue Date
	Disallowed Costs
	BUF
	Status*

	06A0003
	International Business College
	FSA
	3/28/2001
	$195,478
	$0
	4

	0790035
	William Penn College Commissioned Sales
	FSA
	5/23/2001
	$0
	$0
	4

	06A0001
	Interactive Learning Systems
	FSA
	7/20/2001
	$985,798
	$0
	4

	07B0001
	William Penn College Course Length
	FSA
	10/18/2001
	$266,411
	$0
	4

	03A0022
	Audit of Commissioned Sales & Course at length at Wesley College
	FSA
	1/15/2002
	$0
	$0
	4

	03B0022
	Review of Wonderlics Controls for Administering the Wonderlics Basic Skills Test
	FSA
	2/05/2002
	$0
	$0
	4

	05B0033
	United Student Aid Funds, Inc. – Reserve Fund
	FSA
	4/23/2002
	$0
	$0
	4

	03B0013
	Lincoln Technical Institute: Review of Ability to Benefit Testing Process
	FSA
	5/10/2002
	$0
	$0
	4

	03B0024
	American College Testing’s Career Programs Assessment Test Program
	FSA
	5/13/2002
	$0
	$0
	4

	06A0024
	Southern Wesleyan University
	FSA
	9/4/2002
	$590,745
	$0
	4

	05B0019
	Trinity Christian College
	FSA
	9/17/2002
	$16,653
	$0
	4

	07A0031
	Fontbonne College
	FSA
	9/30/2002
	$0
	$0
	4

	09C0013
	California Student Aid Commission Guaranty Agency Reserve Funds
	FSA
	3/27/2003
	$0
	$0
	4

	06C0035
	Flight Safety Academy
	FSA
	9/29/2003
	$26,910
	$0
	4

	06D0016
	National Educational Center Program Eligibility
	FSA
	2/19/2004
	$99,857
	$0
	4

	07C0032
	New Jersey Guaranty Agency Collection Services
	FSA
	3/3/2004
	$11,059
	$0
	4

	05D0040
	Illinois Student Assistance Commission’s Review of Lender Due Diligence
	FSA
	8/20/2004
	$122,750
	$0
	4

	09D0024
	American River College – SFA Programs
	FSA
	12/1/2004
	$60,501
	$0
	4

	05E0013
	SFA Audit of Ivy Technical State College
	FSA
	3/1/2005
	$0
	$0
	4

	02E0003
	University of the Virgin Islands
	FSA
	4/8/2005
	$133,742
	$0
	4

	09F0008
	University of Phoenix – Return of Title IV Funds
	FSA
	12/22/2005
	$30,944
	$10,000,000
	4

	04F0008
	Audit of FAMU Title IV SFA Program
	FSA
	3/30/2006
	$18,807
	$0
	4

	09G0001
	MCed Career College
	FSA
	5/2/2006
	$28,485
	$0
	4

	06F0018
	Philander Smith College
	FSA
	11/2/2006
	$3,461,610
	$0
	4

	09G0023
	FAFSA Cerritos Community College
	FSA
	3/26/2007
	$0
	$0
	4

	09G0026
	FAFSA Morton College
	FSA
	3/26/2007
	$0
	$0
	4

	09G0027
	FAFSA School of Art Institute of Chicago
	FSA
	3/27/2007
	$0
	$0
	4

	09G0029
	FAFSA American University of Puerto Rico
	FSA
	3/27/2007
	$0
	$0
	4

	09G0032
	FAFSA American University of Puerto Rico
	FSA
	3/27/2007
	$0
	$0
	4

	09G0033
	FAFSA East Carolina University
	FSA
	3/27/2007
	$935,135
	$0
	4

	07G0012
	Vatterott Colleges Title IV Compliance
	FSA
	8/1/2007
	$118,669
	$0
	4

	09H0013
	California State University Chico Federal Work Study Program
	FSA
	8/23/2007
	$1,808
	$0
	4

	02H0005
	EDUTEC Administration of the Pell Grant Program
	FSA
	9/25/2007
	$225,101
	$0
	4

	06H0009
	Career Point Institutes’ Compliance With SFA Requirements
	FSA
	9/28/2007
	$0
	$0
	4

	05H0015
	Herzing College - Madison
	FSA
	1/18/2008
	$0
	$0
	4

	07H0018
	Vatterott College Des Moines Compliance With Higher Education Act of 1965
	FSA
	2/21/2008
	$0
	$0
	4

	05G0029
	Wilberforce University Compliance with SFA Programs
	FSA
	3/21/2008
	$353,659
	$0
	4

	03H0009
	Star Technical Institute’s Compliance with 90/10 Rule – Fiscal Years 2004 & 2005
	FSA
	8/15/2008
	$9,830,436
	$0
	4

	02H0008
	Audit of Touro College Title IV Institutional and Program Eligibility
	FSA
	10/30/2008
	$10,739,704
	$0
	4

	09H0017
	Fifth Third Bank – Eligible Lender Trustee
	FSA
	1/5/2009
	$0
	$0
	4

	A05H0018
	FSA Edit Resolution at Walden University of Minnesota
	FSA
	1/29/2009
	$71,066
	$0
	4

	A06I0012
	Dallas Nursing Institute Title IV Review
	FSA
	4/8/2009
	$0
	$0
	4

	A09I0009
	TUI University
	FSA
	8/5/2009
	$0
	$0
	4

	A06H0016
	Review of Title IV at Community Care College
	FSA
	8/26/2009
	$141,657
	$0
	4

	A02J0005
	National Aviation Academy – New England’s Lender Agreements
	FSA
	8/19/2010
	$0
	$0
	4

	A05I0012
	Baker College Compliance with Selected Provision of HEA
	FSA
	8/24/2010
	$131,844
	$0
	4

	A09J0009
	Zions First National Bank
	FSA
	10/18/2010
	$0
	$0
	4

	A04J0019
	Wells Fargo – Custodian Billings and Financial Transactions
	FSA
	2/3/2011
	$0
	$0
	4

	A05K0001
	Educational Credit Management Corporation
	FSA
	3/3/2011
	$0
	$0
	4

	A02K0002
	SM Compliance with Selected Requirements of LPP Program of ECASLA
	FSA
	5/13/2011
	$0
	$0
	4

	09E0027
	Guam Department of Education Quarterly Report Audit
	ICG
	4/18/2005
	$140,176
	$0
	4

	09H0014
	San Diego – Supplementary Early Retirement Plan
	ICG
	12/18/2007
	$0
	$0
	4

	A04K0006
	South Carolina Governor’s Office Recovery Act Audit
	ISU
	8/23/2011
	$0
	$0
	4

	A04J0010
	Tennessee Recovery Act Audit
	ISU
	12/15/2009
	$0
	$0
	4

	A06J0013
	Texas Recovery Act
	ISU
	1/27/2010
	$0
	$0
	4

	A03J0010
	Pennsylvania Recovery Act Audit
	ISU
	3/15/2010
	$0
	$0
	4

	06F0013
	Review of Oklahoma’s Migrant Child Count
	OESE
	3/21/2006
	$345,005
	$0
	1

	06F0016
	Review of Arkansas Migrant Child Count
	OESE
	8/22/2006
	$0
	$0
	1

	09F0024
	California Migrant Student Eligibility
	OESE
	12/1/2006
	$0
	$0
	4

	05G0032
	Ohio’s Department of Education’s Administration of Its Migrant Education Program
	OESE
	1/8/2008
	$13,278
	$0
	4

	05H0025
	Harvey Public Schools District 152
	OESE
	11/25/2008
	$29,592
	$0
	4

	A04I0041
	Puerto Rico Department of Education Compliance with Title I SES
	OESE
	4/21/2009
	$0
	$0
	1

	A05I0016
	Illinois State Board of Education’s Oversight of Sub-recipient
	OESE
	9/23/2009
	$0
	$0
	1

	A03K0003
	Pennsylvania Commonwealth Local Education Systems of Internal Control over American Recovery and Reinvestment Act
	OESE
	12/21/2010
	$0
	$0
	4

	A02K0011
	Camden City Public School District’s Administration of SES
	OESE
	5/4/2011
	$28,669
	$0
	3

	02E0020
	Review of Virgin Islands Department of Health Third Party Fiduciary
	OSEP
	9/28/2005
	$0
	$327,577
	4

	05D0017
	University of Illinois at Chicago Administration of GEAR-UP Grant Project
	PAG
	1/14/2004
	$1,159,350
	$0
	3

	05I0009
	Indiana State University Compliance with Upward Bound
	PAG
	7/3/2008
	$145,763
	$0
	1

	A05J0011
	Indiana Recovery Act Audit
	PAG
	1/14/2010
	$0
	$0
	1


Source: The U.S. Department of Education, Audit Accountability and Resolution Tracking System.
This table lists external OIG audit reports on which final action was not taken within one year after issuance of a management decision as of September 30, 2013.  In this category, the Department has a total of 69 reports (which represents a reduction from 81 reports in the previous reporting period), with disallowed costs amounting to $30.5 million.  Please note that some of these amounts have been recovered and some are in the process of being recovered.  It is the responsibility of each Primary Office to initiate the closure process by following the Department’s Process for Closing ED-OIG External Audits, when these audits are ready to be closed.  The closure of these reports is pending receipt of the Primary Office’s official request for closure and supportive documentation.
*Reasons why external OIG audits were resolved but not closed within one year after management decisions were made: 

1. Pending further evidence to support implementation of corrective actions 

2. Disallowed costs in recovery 

3. Disallowed costs under appeal 

4. Closure in progress
CHAPTER TWO: Internal Audit Tables

Internal-Table 1:  OIG Internal Audit Report Activity  
	Office
	Open 4/1/2013
	Issued During

SAR*49
	Resolved During

SAR 49
	Unresolved as of 9/30/2013
	Completed

as of

9/30/2013
	Closed During

SAR 49
	Open as of 9/30/2013

	FSA
	5
	5
	4
	3
	3
	3
	7

	IES
	0
	0
	0
	0
	0
	0
	0

	ISU
	3
	0
	1
	0
	2
	2
	1

	OCFO
	7
	0
	2
	0
	4
	5
	2

	OCIO
	6
	0
	0
	0
	2
	2
	4

	OESE
	6
	1
	2
	1
	1
	1
	6

	OGC
	1
	0
	1
	0
	1
	1
	0

	OII
	2
	0
	1
	1
	1
	1
	1

	OM
	1
	0
	1
	0
	1
	1
	0

	OPE
	1
	0
	0
	0
	0
	1
	0

	OSERS
	1
	2
	2
	0
	1
	1
	2

	RMS
	1
	0
	0
	1
	0
	0
	1

	Totals
	34
	8
	14
	6
	16
	18
	24


Source:  The U.S. Department of Education, Audit Accountability and Resolution Tracking System

This table provides information on the audit follow-up activity from issuance of the audit report to closure of the audit.
*SAR refers to Semiannual Report

Internal-Table 2:  OIG Internal Audit Reports Pending Final Action One Year or More After Issuance of a Management Decision, by Primary Office and Issue Date

	ACN
	Audit Title
	Primary Office
	Issue Date
	Date of Management Decision

	A05-L0002
	SEA Award and Monitoring of School Improvement Grants
	OESE
	3/29/2012
	8/21/2012

	Status: Resolved.  The Office of School Turnaround has drafted additional guidance questions addressing OIG’s concerns on how School Improvement Grant funds should be awarded to schools that LEAs plan to phase out or close.  The guidance will be included in an updated version of the SIG Non-Regulatory Guidance which is currently in the Department’s internal review process.  The guidance will also need to go through OMB clearance and is tentatively scheduled to be published (final action) by December 31, 2013.


	A11-L0001
	System Security Controls Over EDUCATE
	OCIO
	09/30/2011
	11/29/2011

	Status: Completed.  As of August 29, 2013, OCIO reported that all corrective actions have been completed.  Closure of the audit is pending OCFO’s review and acceptance of all supporting documentation.  Final action (closure) will take place within 30 days of receipt of all closure documents within OCFO.


	A11-L0003
	FY 2011 FISMA
	OCIO
	10/18/2011
	01/03/2012

	Status:    Resolved.  Five corrective actions remain to be completed by March 31, 2015.  The actions will update the master information assurance policy for the Department, and the Security Authorization guidance for the Department.


	A17-L0002
	FY 2011 FSA Financial Statement Audit
	FSA
	11/15/2011
	01/20/2012

	Status:  Completed.  As of April 16, 2013, FSA reported that all corrective actions have been completed.  FSA and OCFO are collaborating on the review of the supporting documentation.



	A19-I0002
	Indian Education Payback Program
	OESE
	2/2/2010
	8/17/2011

	Status:  Completed.  As of July 19, 2013, OESE reported that all corrective actions have been completed.  Closure of the audit is pending OCFO’s review and acceptance of all supporting documentation.  Final action (closure) will take place within 30 days of receipt of all closure documents within OCFO.


	A19-I0007
	Department Implementation of Teacher Incentive Fund Grant Program
	OESE
	12/30/2011
	6/5/2012

	Status:  Resolved.  As of September 30, 2013, OESE had completed all corrective actions.  However, the entire process for completing the audit had not been taken by OESE as of September 30, 2013.  Closure of the audit is pending OCFO’s review.  


Source: The U.S. Department of Education, Audit Accountability and Resolution Tracking System.

This table lists each OIG prepared internal audit report on which final action was not taken within one year of issuance of a management decision on the report.  

APPENDIX
Brief Overview of Audit Follow-Up at the Department

I. Audit Follow-up Responsibilities

OMB Circular A-50 provides that agency heads are responsible for designating a top management official to oversee audit follow-up, including resolution, corrective action implementation, and closure of individual audit recommendations.  The Chief Financial Officer (CFO) is the Department's designated audit follow-up official, whose duties and responsibilities are:

· Ensuring that a system of cooperative audit resolution and follow-up is documented and in place;

· Ensuring that timely responses are made to all audit recommendations;

· Ensuring follow-up on corrective actions; and

· Resolving disputes regarding audit-related matters. 
While general authority for oversight of audit follow-up under OMB Circular A-50 is delegated directly to the CFO, much of the actual work of resolving and closing recommendations in audits is spread across the Department.  At least 6 different offices play a role in external audit follow-up, and individual POs are directly responsible for resolving and closing recommendations contained in internal audits.  Senior officers across the Department are charged with the timely resolution of audit reports and ensuring that appropriate corrective actions have been taken on agreed-upon audit recommendations within their PO.  As required by OMB Circular A-50, Audit Follow-up, all audit recommendations are to be resolved within six months of issuance of an audit report.  
II. Audit Tracking System

The Audit Accountability and Resolution Tracking System (AARTS) is the Department’s system of record for audit tracking for all POs.  AARTS is used to track, monitor and report day to day on the status of all formally issued single audits, Government Accountability Office (GAO) audits, and Office of Inspector General (OIG) internal and external audits and alternative products.  Alternative products are reports or memoranda issued by OIG that are not audit reports but raise issues that may need to be addressed by management.  AARTS has been designed as a centralized data source allowing Department staff to reduce duplication of effort and obtain and share data in a more efficient and effective manner.  This system helps to facilitate the coordination of various activities across Department POs, including progress monitoring. 

III. The Department’s Audit Resolution Process

The Department resolves two types of audits—external and internal audits.  
External audits are reviews of contract-related, grant-related or other activities of organizations external to, but doing business with, the Department.  External audits are normally issued by the OIG or independent auditors (Single Audits).  OCFO is generally responsible for resolving external audit findings stemming from reviews of all discretionary or competitively awarded grant programs, along with certain kinds of findings stemming from formula awards (e.g., cash management and sub-recipient monitoring).  Individual POs are generally responsible for resolving external audit findings stemming from formula awards.  

Internal audits are audits conducted by headquarters, regional OIG staff, or GAO staff.  Internal audits identify deficiencies in and recommend improvements to Department operations and management efforts to ensure that Federal education funds are used effectively and efficiently and that program goals are accomplished.  Individual POs that are the focus of any particular internal audit are usually directly responsible for resolving recommendations contained in such audits.  

The audit resolution process begins with the issuance of a final external or internal audit report, and goes through the following stages as tracked in AARTS. 
	Stages
	Internal Audits
	External Audits

	Open
	The audit is open when the Department receives a final audit report and there are audit findings to be resolved.
	 Same

	Unresolved


	An internal audit is unresolved when agreement has not been reached between OIG and the PO (or between the PO and OCFO for GAO audits) on the recommended corrective actions identified in an internal audit.

	An external audit is unresolved when a management decision, in the form of a Program Determination Letter (PDL), has not yet been issued.

	Stages
	Internal Audits
	External Audits

	Resolved
	Resolution occurs at a point in 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 follow-up official determines the matter to be resolved. 

A management decision contains two parts:  1) an evaluation of the validity of the findings and recommendations cited in the audit report; and 2) a decision about the course of action needed to correct any deficiencies.  

For internal audits issued by OIG, resolution occurs when OIG agrees with the proposed correction.

The terms management decision and audit resolution can be used interchangeably.
	Resolution: Same

Management Decision: Same

For external audits, a finding is resolved once a PDL has been issued.  

	Completed
	An internal audit is completed when the responsible office indicates all corrective actions have been implemented.  
	This stage is not applicable in external audits housed by AARTS.

	Closed
	Audits are closed when every finding has been addressed by a corrective action and all funds have been collected as required.  To close the audit in AARTS, OCFO will verify supporting documentation for corrective actions and issues a closure memo.  
	Same 


If you would like additional copies of this report, please send your request to:

Semiannual Report to Congress on Audit Follow-up—No. 49
U.S. Department of Education

Office of the Chief Financial Officer

550 – 12th Street, S.W.

Washington, DC 20202-4450

This report is available on the Department’s Web site at

http://www.ed.gov/about/offices/list/ocfo/pubs.html.

1 “Dollar Value” is OIG's assessment, measured in dollars, of the potential efficiency in the use of funds if certain actions and recommendations stemming from audit reports are followed.  The dollar amount reported as “Dollar Value” in this table is not meant to be recovered by the Department.  Rather, the “Dollar Value” represents efficiencies that may be realized if some of the actions (as noted in the above paragraph) are taken.    












