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FAAC Opinion/Discussion 
The Fiscal Affairs Advisory Commission reviewed the County Manager’s Report on Internal Audit at a 
budget review meeting, March 26, 2015. Nine members were present and four members were 
absent.  
 
Earlier this year, Michelle Cowan, Director, Department of Management & Finance (DMF) presented 
information about the internal audit function within DMF to FAAC.  The FAAC Internal Audit 
subcommittee met again with DMF staff to get a better understanding of the state legislation 
authorizing the Arlington County Board to hire a County Auditor and the DMF budget proposal. 
Additionally, the subcommittee reviewed the documents submitted to the County Board on March 25 
and shared those documents with the full FAAC at the March 26 meeting. Those documents included: 
 

1. County auditor legislation 
2. Summary of audit functions in metropolitan Washington D.C.  
3. Fairfax County Auditor to the Board report 
4. Institute of Internal Auditors Practice Advisory on Organizational Independence 
5. MWAA review of Internal Audit function and rationale for dual reporting structure  

 
The FAAC understands that the County Manager proposes a two-pronged approach in response to 
the need for a robust auditing function to strengthen County operations, to provide reasonable 
assurance that public funds are expended efficiently and effectively and to minimize risk and fraud.  
Her proposal calls for: 
 

 Audit Committee & County Auditor – Overseen by an Audit Committee, the County Auditor (a 
new position) would perform program and operational audits of County programs and 
operations, focused on program efficiency and effectiveness often with the accompanying goal 
of increasing revenue or reducing expenditures.  

 Internal Audit within DMF—this group would continue its focus on systematic core financial and 
compliance audits and internal controls reviews.  It will continue to work proactively with 
departments to improve business processes.   

 
The details of the mission, structure and staffing of each component of the proposed internal audit 
function are included in the attached Internal Audit Report. At the March 26 meeting, the Internal 
Audit subcommittee shared the information with the full FAAC. Following discussion the FAAC voted 
on four recommendations. 
 

Internal Audit within DMF 
 
The FAAC has long supported the DMF Director’s efforts to re-establish the internal audit function.  
Review of cash collections, inventory control, purchase card usage, expense reporting, contract 
compliance, financial process, grant compliance and technology/computer controls are core to the 
systematic assessment of financial operations and internal controls.  An important component of this 
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recommendation is that it is systematic—envisioning that every department will be the subject of an 
internal audit every three years.   
 

 The regularity of this process assures that it will become routine and expected business 
practice. 

 It has the potential for leading to more programmatic investigations based on the financial 
review. 

 It encourages long-term continuous improvement. 
   

FAAC Recommendation 1 

The FAAC recommends that the County Board accept the County Manager’s recommendation to 
include funding for an Internal Audit function in the Department of Management & Finance as 
requested in the FY 2016 Budget and described in the Internal Audit Report (3/25/2015).  

Vote: Yes: 9 No: 0 Abstain: 0 

Comment: The FAAC is pleased to see the reinstatement and strengthening of this 
core function within DMF. 
 

  
Audit Committee & County Auditor 
 
The recommendation that the County Board take advantage of the authority recently provided by the 
Commonwealth seems an important and complementary action to funding the Internal Audit function 
in DMF.  The creation of a County Auditor position and an Audit Committee will provide the Board 
with a more direct and vigorous mechanism to review and evaluate the operation and performance of 
County programs and initiatives.  Although similar to the previous Performance Management 
Committee, the membership, authority and staffing proposed gives the Audit Committee greater 
potential to affect efficiency, effectiveness and transparency. 
 
The Manager’s proposal that the County Auditor report functionally to the County Board and 
administratively to the CEO reflects the recommendation of the Institute of Internal Auditors Practice 
Advisory on Organizational Independence which maintains that “Support from senior management 
and the board assists the internal audit activity in gaining cooperation of engagement clients and 
performing their work free from interference.”  The findings of the Metropolitan Washington Airport 
Authority (MWAA) in the March 20 review of their Internal Audit function similarly supports the 
rationale for a dual reporting structure, noting that “limited oversight over the (MWAA) offices day to 
day activities” led to quality control and standardization issues in their auditing activities. 
 

FAAC Recommendation 2 

The FAAC recommends that the County Board accept the County Manager’s recommendation to 
establish and fund an Audit Committee and a position of County Auditor in the FY 2016 Budget 
ager.  

Vote: Yes: 9 No: 0 Abstain: 0 

Comment: The FAAC is supports the proposed role of the Audit Committee especially 
in determining the County Auditor’s work plan. The FAAC endorses the 
“best practice” provision calling for the County Auditor to be hired by and 
report functionally to the County Board and administratively to the Director, 
DMF or the County Manager.  
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FAAC Recommendation 3 

The FAAC recommends that the composition of the Audit Committee include a second 
representative from the FAAC or an additional citizen member.  

Vote: Yes: 9 No: 0 Abstain: 0 

Comment: The FAAC believes that additional citizen oversight and participation would 
improve the functioning of the Audit Committee.  Should the Board decide 
to retain the current committee composition, the FAAC recommends that a 
non-voting alternate FAAC member attend and participate in discussions. 

 
 

FAAC Recommendation 4 

The FAAC recommends that the County Board develop and implement a public review process and 
evaluation of the Audit Committee and County Auditor program within three years of its 
implementation.  

Vote: Yes:  8 No:  1 Abstain: 0 

Comment:  

 
Future Considerations 
 
The FAAC suggests that prior to implementation of this process, the County Audit Committee take 
steps to encourage public discourse and transparency regarding the content and direction of the 
annual work plans. It is important that the public understands the types of issues that will be included 
in the County Auditor’s work.   

 

The FAAC is also concerned that there be clear definition of the roles and responsibilities of the Audit 
Committee, the County Auditor and the Internal Auditor such that there is a minimum of duplication 
and assurance that the roles of each are complementary. The administrative oversight by the DMF 
Director should provide an avenue to prevent this kind of overlap. 
  
The FAAC urges the County Board to ensure that the County Auditor is able to respond to emerging 
problems or concerns in addition to the County Auditor’s work plan. 
 
Finally, to improve efficiency, effectiveness and transparency, the FAAC encourages the Board to 
direct that evaluation of the results of program performance measures be included in the reviews 
conducted. 
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