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Financial Statement Opinion Qualification Paragraph 
 
 
Basis for Qualified Opinion 
 
During 20XX, Any Local School District expended $584,000 from the Bond Retirement Fund to pay 
employees’ salaries.  Section 5705.10 of the Revised Code restricts the use of the Bond Retirement Fund to debt 
retirement.  Had this amount been properly expended from the General Fund, the effect would have been to 
decrease disbursements of the Bond Retirement Fund by $584,000 and increase the fund cash balance to 
$631,675 and to increase disbursements of the General Fund by $584,000 and decrease the fund cash balance to 
a deficit of $347,000 as of and for the year ended December 31, 20XX. 
 
Qualified Opinion 
 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion paragraph, the 
financial statements referred to above present fairly . . . 
 
We would only include this paragraph if the effect was material to one or more opinion units (in this 
case, assume the effect was material to the general and bond retirement fund and that both are major 
funds).  The result will be either a qualified (“except for”) or adverse opinion.  A government can 
avoid a qualified or adverse opinion only if they adjust their accounting records.  A mere commitment 
by the public office to adjust is insufficient.  That is, the auditee has not agreed to the adjustment until 
she or he has posted it to the accounting system. 
 
Finally, AU-C 450.11(b) requires auditors to consider the effect of uncorrected prior audit adjustments 
on the current audit.  Therefore, auditors should consider whether uncorrected prior findings for 
adjustment affect the current audit’s financial statements. 
 
Findings for Adjustment Procedures for Independent Public Accountants (IPA) 
 
IPAs should follow the preceding guidance regarding Findings for Adjustment with the following 
modifications. 
 
IPAs should report a noncompliance finding in their GAGAS report for the matters requiring it as 
listed above.  However, IPAs should not label these as findings for adjustment and should not include 
the “finding for adjustment statement” (i.e. “In accordance with the foregoing facts, we hereby issue a 
finding for adjustment . . .”)9. When the IPA believes a finding for adjustment condition exists and the 
client does not agree with and does not make the adjustment, the following procedures apply. 
 
• As soon as the IPA has evidence of a Findings for Adjustment, the IPA should contact the regional 

chief auditor.   
 
• The IPA should provide the regional chief auditor with all relevant supporting documentation for 

the Finding.  
 

                                                           
 
 
9 This is to comply with RC 117.12 which states, “IPAs have no authority to make formal findings of illegality, 
malfeasance, or gross neglect under this division or section 117.23 of the Revised Code.” 
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• After notifying the Chief Auditor of the Center for Audit Excellence that a finding for adjustment 
may be issued, the regional chief auditor or his designee will prepare a preliminary Finding, and 
submit it to the Auditor of State Legal Division for review.  Included will be any needed supporting 
documentation. 

 
• The Legal Division will review the proposed Finding and may ask the chief auditor or the IPA for 

any needed additional information.  
 
• After the Legal Division has approved the Finding, the chief auditor or his designee will send the 

proposed Finding for Adjustment to all applicable parties.  These parties normally have five days to 
respond.  If there is a response, the chief auditor evaluates the response and decides whether the 
Finding should be withdrawn or modified. 

 
• The regional chief auditor must send a copy of the approved finding to the Chief Auditor, Center for 

Audit Excellence or his designee for inclusion with the Acceptance Letter. The Chief Auditor, 
Center for Audit Excellence or his designee certifies the report with the Clerk of the Bureau. 

 
• The Auditor of State will describe material, unadjusted Findings for Adjustment in the Acceptance 

Letter we include in the front of each report. 
 


