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Agenda

•Types of Opinions

•Key Financial Reports

•OMB A-133 Reports

•Questions



Today’s Objectives

• To provide analytical discussion on the 
fundamentals of reviewing audit reports

• Discuss “red” flag notations or findings

• Indicators of financial performance



Audit Opinions

• Unmodified (Unqualified)

• Modified (Qualified)

• Going Concern

• Disclaimer

• Adverse



Audit Opinions

• Unmodified (Unqualified)
• An independent auditor's judgment that a 

company's financial records and statements 
are fairly and appropriately presented, and in 
accordance with Generally Accepted 
Accounting Principles (GAAP). An unqualified 
opinion is the most common type of auditor's 
report.





Audit Opinions

• Modified (Qualified)
• Modified or qualified audit opinions are given for 

two reasons. The first is scope limitation, which 
means that the auditor doesn’t have access to 
enough information, or to relevant information. The 
second is in the circumstance that there is a 
departure from applicable financial reporting 
framework, which may be the result of either an 
accident or negligence on the part of the client being 
audited.



Audit Opinions

• Going Concern
• The most well-known adverse opinion is the 

"going-concern" exception, in which the 
accountant expresses doubts about the 
company's ability to remain in business.





Audit Opinions

• Disclaimer
• An auditor may decide to issue a disclaimer of 

opinion if one of four circumstances are 
applicable: a lack of independence, scope 
limitations, substantial doubt about the 
organization’s ability to survive or matters 
involving uncertainties.



Audit Opinions

• Adverse
• A professional opinion made by an auditor 

indicating that a company's financial 
statements are misrepresented, misstated, 
and do not accurately reflect its financial 
performance and health.



Audit Opinions

• Audit Report Date

– OMB Circular A-133 requires the audit to be 
completed nine months after the end of the audit 
period.

– Auditors are required to submit it to the Federal 
Clearinghouse within the nine month timeframe.



Key Financial Statements

• Statement of Financial Position

• Statement of Activities

• Cash Flow

• Functional Expenses



Key Financial Statements

• Statement of Financial Position

– Total Assets, Liabilities, Net Assets

– Composition of Net Assets

• Unrestricted

• Temporarily Restricted

• Permanently Restricted

– Ratio of Current Assets to Current Liabilities

– Significant Current Portion of Long-term Debt



Key Financial Statements

• Statement of Activities

– Net loss is not always a bad thing

• Non-cash transactions

– Large fluctuations

– Leveraging of funds from non-governmental 
sources



Key Financial Statements

• Cash Flow
– Operating

– Investing 

– Financing

• Functional Expenses
– Ratio of Program, Administrative, and Fundraising 

to Total
• United Way Benchmark – 75% Program



Key Areas of Basic Footnotes

• Debt

• Commitments/Contingencies

• Separate Legal Footnotes

• Subsequent Events



OMB A-133 Reports

• Types of Reports

• Where to look for Findings

• How to Understand Findings



OMB A-133 Reports

• Types of Reports
– Report on Internal Control Over Financial Reporting and on 

Compliance and Other Matters Based on and Audit of 
Financial Statements Performed in Accordance with 
Government Auditing Standards 

– Report on Compliance with Requirements That Could Have a 
Direct and Material Effect on ach Major Program and on 
Internal Control Over Compliance in Accordance with OMB 
Circular A-133











Where to Look for Findings

• OMB A-133 reports

• Schedule of Findings and Questioned Costs



Example 1 
City of Dogwood, North Carolina 

Schedule of Findings and Questioned Costs 
For the Fiscal Year Ended June 30, 201X 

Section I. Summary of Auditor’s Results 
Financial Statements 
Type of auditor’s report issued: Unmodified
Internal control over financial reporting: 

• Material weakness(es) identified? X yes ____no 

• Significant Deficiency(s) identified that are 
not considered to be material weaknesses? ____yes X none reported 

Noncompliance material to financial 
statements noted ____yes X no 

Federal Awards 
Internal control over major federal programs: 

• Material weakness(es) identified? ____yes X no 

• Significant Deficiency(s) identified that are 
not considered to be material weaknesses? ____yes X none reported 

Type of auditor’s report issued on compliance for major federal programs: Unmodified

Any audit findings disclosed that are 
required to be reported in accordance 
with Section 510(a) of Circular A-133 ____yes X no 

Identification of major federal programs: 

CFDA No. Names of Federal Program or Cluster 
66.458 Capitalization Grants for Drinking Water State Revolving Fund 
97.036 Disaster Grants - Public Assistance (Presidentially Declared Disasters) 



City of Dogwood, North Carolina 
Schedule of Findings and Questioned Costs 

For the Fiscal Year Ended June 30, 201X 

Dollar threshold used to distinguish 
between Type A and Type B Programs $__300,000 
Auditee qualified as low-risk auditee? ____yes X no 

State Awards 

The only major State program for the City of Dogwood is the Capitalization Grants for Drinking Water State Revolving Fund (66.458), which is a 
State match on a federal program. Therefore, this program has been included in the list of major federal programs above. 

Section II – Financial Statement Findings 

MATERIAL WEAKNESS 

0X – 1 Segregation of Duties 

Criteria: Duties should be segregated to provide reasonable assurance that transactions are handled appropriately. 

Condition: There is a lack of segregation of duties among City personnel. 

Effect: Transactions could be mishandled. 

Cause: There are a limited number of personnel for certain functions. 

Recommendation: The duties should be separated as much as possible, and alternative controls should be used to compensate for lack of 
separation. The governing board should provide some of these controls. 

Views of responsible officials and planned corrective actions: The city agrees with this finding and will adhere to the correction action plan on 
page 35-E-6.4 in this audit report.



City of Dogwood, North Carolina 
Schedule of Findings and Questioned Costs 

For the Fiscal Year Ended June 30, 201X 

Section III – Federal Award Findings and Questioned Costs 
None reported. 

Section IV – State Award Findings and Questioned Costs 
None reported. 



How to Understand Findings

• Common Findings

– Lack of Segregation of Duties

– Lack of Ability to Prepare a Complete Set of  
Financial Statements including Footnotes

• Other Findings

– Questioned Costs, Reporting, etc.

– Are they repeat findings?



Questions?




