
Classification of Conclusions and Observations 

Classification of Audit Objective Conclusions 

Conclusion Description of Factors 

Well-Controlled 
The processes are appropriately designed and/or are operating 
effectively to manage risks.  Control issues may exist, but are minor. 

Well-Controlled 
with Improvement 

Needed 

The processes have design or operating effectiveness deficiencies but 
do not compromise achievement of important control objectives. 

Improvement 
Needed 

Weaknesses are present that compromise achievement of one or more 
control objectives but do not prevent the process from achieving its 
overall purpose.  While important weaknesses exist, their impact is not 
widespread. 

Major Improvement 
Needed 

Weaknesses are present that could potentially compromise 
achievement of its overall purpose.  The impact of weaknesses on 
management of risks is widespread due to the number or nature of the 
weaknesses. 

Classification of Audit Observations 

Rating Description of Factors Reporting Level 

Low 
Observation poses relatively minor exposure to an 
agency under review. Represents a process 
improvement opportunity. 

Agency Management; 
State Audit Committee 

(Not reported) 

Moderate 

Observation has moderate impact to the agency.  
Exposure may be significant to unit within an agency, 
but not to the agency as a whole. Compensating 
controls may exist but are not operating as designed.  
Requires near-term agency attention. 

Agency Management 
and State Audit 

Committee 

High 
Observation has broad (state or agency wide) impact 
and possible or existing material exposure requiring 
immediate agency attention and remediation. 

Agency Management 
and State Audit 

Committee 
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