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FOR EweRO 

Auditing is often considered by goYlm_nt. officials to be p~ 
concemed with the proper safeguarding otfu.l.dPropertY.~'tirll. 
spending of funds. Actualy, this is only part of the ~cena."""mmIJI~ 
auditing, which has come to involve a .... er teO,. Of~ty J:JeciUltlt 
governmental officials and their CODItituents are often m..-id<mp_ 
more than how much money was spent and whether that amount .. with" 
authoriJled limits. 

If a program involves a IOcial gOll they want to knowwht~~rtJalt 
expenditures produced material change. in thilOCialprobl~}"'~~.~ 
wget at the program. They also .at tOkncnr".rtJIClllesp.i"~ 
funds limited. their buying toneceaary itemlandtOt,ood~·f<lti~ 
money spIIlt. The broader scope auditing is responding to th .. il1 ... ot 
governmental offieials and the public. 

This type of auditing can be very u_lul to those gofttD~~'~ 
who recognize its potentials and u. itsrepcrtl. It-can,. f.r.~i~ 
them to potential probiell'lllO that they CID.bprogr •• wc.~:~ly. 
and comet inefficiencies and uneconomicalpractiees "fOte""~I!:lfk .~~. 
imlparable harm is done. The more emeient and ·.ttecidve .'~~.t 
which NIUlts from such auditing not only can lead tole. 'e~;gO.~ 
1DtDt, but also can enbanoe offtcials' reputations _ good managers 'ad 
prudent administraton. 

The purpose of this booklet, prepared with the assistance of a nonprofit 
organization with wide aperienoe in State and local finance. is to explain 
what this type of audit is and what it can achieve. I commend this booklet to 
every legislator and public executive who is interested in good government. 

~(l.A 
Comptroller General 
of the United States 



GOOD GOVERNMENT IS GOOD POLITiCS 

All public officials want their gD'fIIDIMDtI to be good. Eitottdpuillicoftlciall 
often want more: they want to ....... , to kelp their .taticm, ...... to 

fulftll their CCIIIIUIUtID_tI to t"· ~ ... A1l'SIU"liC' of-7 nm., daMfore, ....... "(~t~for 
• profOUDd .d~_."'IIl .. utdl,,~~: 

How wtII • our goWlDIIl_t daiDg? .. a·Ho •. 9Qod ..•• 
90ftmment is it? 

If public afIlciaII ... t to .... ....., bOllf"'tIa. 
Ugood,U they .... to tf- ....... l!.It!JII.t6 .... 
OIIt: ftad out ..... y .til"~fDr ..... ..... 
........ d.adOllt,or ................ 
lCtlylaowmuch ol .. t illDtDl;GII~;ll ...•..•........... 
to • .: .... tMir ....... til. ooalti~*CI ,-7 , .. . , 

their piItits. 

Most public officials hue iDfonnation .,.... tIIIt supply them with ..... 
data sucb as how much ... bee .,..t on ....... p­
plies, and otber cOltS incumlllin running til • .,.. 
emmental unit. This infOl'lDation is ..... -pitticu1Irly 
when compared with the budget ,"d withp" ,e..' 
ftunc:ial data. but it does not ....... all the pullUc of· 
ficiaIs' questions nor thOle of theit CODStitueDtI. W. 
the money spent wisely~ WflN 1j)ft.'IDiRs kept ud ex· 
pected results acbieved? 1"4818 q .. ltions ...... 

A postauclit. an examination of .. OIpDiation'. 
transactions and operations aft. they bu. 0CCUI'Nd, 
is a good way of getting an ....... for mIIlY of t .... 
questions. A postauclit can pronde information OIl 

whetber tbe financial ltattmllltJ are ICcurat., wheth.r 
cash and other property are properly stlfeguarded 
a~inst theft or misuse, and whether c1aimecllCbitvelDlDtJ .. tuppOI'tId by lid. 
quate facts. It can also point out inefftcienei. md what n" to be dora. about 

them. By identifying probltml aacl recommending 
ways to alleviate them, the pGltaudit can ......... 
Jaton and other elected officials or priftclpal execu­
tiVlS of a government. It c. .rve the managers of 
.. b component of the gotWDIDent and the CODItitu· 
eacy of that government. 

Of coune, tbe value of a poItauclit depends on bow 
well it is planned and performed and bow weD its 
results or products are UIId. 1bere are tbousands of 
governments in the United States. In many of them, 



purposeful and systematic }lOStauditing c;>f governmental affairs is still a novelty 
neither wen known, weU ul.lcientO""...d, nor weD performed. 

If legislaton and other pubiic officials want governmental postaudits to be as 
useful and constructive- as possible, they should know why audits are made. Thev 
need to see how and why a postaudit could be useful and to understand how it 
works. Then they need to demand that postauditsperfonned for their u •• tisfy 
their requirements in terms of purpose and quality. 

RESPONSIBILITY AND ACCO.UNTABILITV 

Public offic:iaJs must first understand the ICOpe and significance of the re­
sponsibility of those managing go.mmental activities, espec::ially their respon­
sibility to tbose providing resources. Public admUUstraton are accountable fOl 
awsources at their dispoW and must show how wen 
they ha. used them. Thus, it is necessary to explain 
accountability and then to set qu.tions concerning 
auditing, auditon, and audit standards in proper per. 
spective within that context. 

Governments and constituencies state their 
objectives. dims, expectQtions and intentions in laws, 
constitutions, charters. budgets, and other expres. 
sions of public policy. The activities and accom· 
plishments of all levels of govemment are then 
weigbed against those objectives, expectations, and intentions, and the~· 
tal unit or agency is expected to be answerable. In answering, a Gow_tIltis 

expected to be open and informative, Cdr. ont1t, Idbl" 
its life an open book. One could always hopethat9OV­
emmental entities and their staffs will be equal tc.tMif 
assignments, but it is always pOllible tbat they will 
come up short··shon on ability or achievement or ftIIl 
honesty. 

Postaudits help elected officials to secure an ad. 
quate accounting from govemmental admiDistrators. 
In a democratic society govemments usually are held 
accountable for what they do or fail to do, how and 
how well they do it, the results they achieve or fail to 
bring about, the good or bad judgment they display in 

adopting and carrying out public policies, their custody and disposition of public 
resources. and other large and small matten. Each constituency is empowered to 
hold its government accountable. A government holds accountable its own sub­
divisions. those to whom it makes grants. and its contractors. Audit gives the ad­
ministrator a tool for seeing that tbe game is kept honest and that reports made 
in rendering an accounting are fair and factual. 



Govemmeqtal adequacy can be measured .. _ 
ways. It can be ;:J~ ill terms of lIlA ...... ent, 
performance, a.~ dIJ.If""~1i'"bit IWults; and" terms 
of effec:tiven-, eflciecy, economy. andprOduc. 
tivity. It can also. judgecl ill ~~lofhOa~Y, 
fidelity, and integrity, a. tJy .. are·4".~ted 
in financial IIIoItten and b/CO"'~ •• CfII'a. 
stitutional,statutory, !8I'illatory, and¢.traCtUfl 
Nq1lirements. Audits h,. to "P lidlDinistraton 
and elected om_ inte) ... about the quality of 
performance··w"'. unlCCeptable, only just bIrely 
acceptable, or com_lIdable. 

THE POSTAUD!T-AN AtDTQlittlR PE'RFQflMNGJ 

What is a poItaudit then? A poIta~<tit is a look at what has Mppnaed. to see 
wIaetb.r funds ancI propeny were proped)' handhtd and whethlt gOJItI'Dm.ntal 
PI'OIJi1UDI or projects have met or huef .. ,. *on of aims ad .xplCticml. Its 
purpc:we. however, is not to .. hash past mistakes but 
to loot at put events with a view to imptOVing fu­
tuIe performance. If past events ate l.ft UIlIXarn­
ined, in.fldency, unlCOnomical perfonDll'lCl, or 
iDeffectivllllS might not come to the attention of 
appropriat.ofldals until it is too late to prevent 
..... of large lums of money and loss of the citi­
_I' conflden,. in their govemment's ability to 
pmperly managa its affairs. Postaudits can bring 
out the information needed to prevent IUch ... 
IUIts. 

The .. pon Oft the poaaudit can be of colllid.rabl. Int.fIIt to thOil who 
manage the entity that was examinedi tho. who govlm; and tbe constitu.ncy. 

Th. postaudit can unearth hith.rto unknown prob­
lems that require attention to make the governmental 
unit or agency function as it is expected to. Man­
agement can use the intonnation in the audit re-
port on these problems as a starting point for a 
wide range of actions to correct them. The legisla­
ture and other top officials can use the information 
in the audit report as a basis for adjusting policies. 
priorities. structure. and other things so as to make 
operations as economical and effective as possible. 
To the constituency, the audit repon is objective 

information about the stewardship of their chosen officials. 

Consider. A government or governmental agency is authorized or instructed 
It so. It a 



• I .... tions of complilaoe VII. aDt_" .. w.i.a.cdj ••• 

• E_.tions 01 emciencry .. econom, ill the ute of ~ •. 

• Evaluations to detennine whether PNlCribed. results .... etttcdvely 
acbieted. 

All of these aspects of an audit may be clone concurrently or lIP_tel,. 

Other areas of misunderstanding are: 

• Can accountants do aD the work necessary to make such III audit? 

For effective auditing, the auditor must be sufficiently familiar with the field 
of knowledge surrounding the activity being audited to understand readily what 

4 



il i.¥olv.d. If financial ie, ••. It~rfor i •• tanc' t 

........ _i.llt .1l1111l.~t'"'.:;; 

:'~S~ll:r t~,:! ~I-·t;';;I~:.'I.'t 
• ~.,ib.t caU'l ••• 

11:·01 

• Tii 4M .... YO" " ... 

lioftis; to II"~]~) •• 

pecttJ; of 
of whit his w 
produce. 

• Th. auditor's obligation and responsibility are to stay within 
the limits of the duties commissioned by the authorizing 
entity; to perform those duties as completely as may be 
appropriatej and furthermore to perform the work objec­
tiv.ly in accordance with the technical, procedural, concep­
tual, and ethical standards that correspond to the discipliftes 
or professions that are pertinent to the work; and he mUll 

s 



do thIIe thinga with IIdllIlUl capability aacI ill _ping with the 
authorizing entity'. 'c:linlcdvft. 

• The audited entity'. ohligatioft aad nIpOftIiWlity aDCl that of its·_· 
...... t ant to be opeD, awlilable. ad ....,DIi .. to the ...... , 
qUlltiODI or NqUlltl fot iftIotmatiOD. 'this .. part of .... ~~ 
aWe. This optDDtII-tbill'IIpGIIIi.n .... Uclct~ 4 .... . 
the auditor to ....... early corrective·Cd. aad·._btl,. , __ t 
an UDdesirable IituatioD frombllcomiilg ..... tId. 

MAKING ONE AUDIT SER". I.VIRAL AUDITING>N_ 

If ODe poitaudit can 11M various,..a., the p .... t dupUoation m(3OV11m­
IIIIIlt auditing etlOrtl can be miDimiIed, if not fIliminated. It wW be·UIID~ 
for a _ri. of local. and Fedelll auditors to· reuace· tICh other'.·steps.. filMic 
admiDiltrators will be benefited ill directing goYldlmental activltt. and.lictecl 
oIJicials and the public in •• ftUiIlg oversight. 

ItIaldng one postaudit ..... then'" of various VOWraunentallnels>anddif­
fe .. nt ~ of intentsted parties oft. requires that the auclts beplrfOnDedirl 
accordance with common standards used by Ill. Tile ........ >iautd by.tJie 
Gena Accounting Office under the title St.dIrd! for.AvltofGoveRijpptal 
Oganiutions. Programs. ActivltiliMClFunctloftl .. ierot that purpose. 

CONCLUSION 

Progress will have to be made in the drive toward getting broader teopein 
auditing so that the advantages mentioftecl above will lCCI'Ue. Progress in. conce,. 
tual, profeaional, technological, and procedural knowledge. cannot be Itll ... tId. 
PJogrea toward improved competency of audit staffs, hoWever, can be achieYlCl 
through attention to standards and practices in recruitment, trlining, ancloom­
peuation. These are matten that can md IIIhouJd mtritction by executive offi· 
ciaIs and legislatiye bodies in policy decisions and financW support. 

Improvement will require both effort and money. The investment will be 
rewarding. 




