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Reguiations to Amend Section 16-8-4(e) Concerning
Review of Management Audit Draft Reporis

SECTION

Notice of intent to Adopt Regulations

In accordance with section 4-168(a) of the Connecticut General Statutes, notice is
hereby given that the Department of Public Ulility Control proposes to amend
subsection (e) of Section 16-8-4 of the Regulations of Connecticut State Agencies by
replacing the existing version with the following language:

§16-8-4(e) Draft report review. Before the final management audit report is issued,
the consulting firm or management audit team shall present a draft report to the auditee
for the sole purpose of permitting the auditee to verify the accuracy of the facts
contained in the draft report. Other than the Department, no person or party, including
the auditee and the Office of Consumer Counsel, shall view or otherwise be privy to the
auditor's proposed conclusions and recommendations. At any time during the audit,
and upon the Department’s request, the auditor shall provide the Department a copy of
any draft report. The Department may (1) verify the accuracy of facts contained in any
draft report; (2) ensure a draft report’s conformity with department regulations and with
the scope of the audit; or (3) discuss with the auditor the contents of any draft report
including the proposed conclusions and recommendations. The Department shall
review draft reports within a reasonable period of time enabling the publication of the
final audit report. :

Statement of purpose: The Department is amending this regulation to update and
clarify the procedure for review of draft management audit reports of public service
companies. '

Statutory authority: Conn. Gen. Stat. §§16-6b and 16-8(b)(3).

Summary: The proposed amendment clarifies that while the auditee may make
pertinent factual corrections to a draft management audit report, only the Department
would be privy to, and has the authority to discuss or comment on, the auditor's
proposed conclusions and recommendations. Section 16-8(b)(5) of the Connecticut
General Statutes provides that if the auditor determines that any of the operating
procedures or any other internal workings of the auditee are inefficient, improvident,
unreasonable, negligent or in abuse of discretion, the Department may, after notice and
opportunity for a hearing, order the auditee to adopt such new or altered practices and
procedures as the Department finds necessary to promote efficient and adequate
service to meet the public convenience and necessity. Section 16-8 of the Conneclicut
General Statutes requires audits to be performed by “an independent management
consulting firm.” Given the structure of this statute, the auditor should have real
independence. The auditor's independence would be compromised if the auditee is
-allowed to discuss the recommendations or conclusions with the auditor. Therefore,
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the proposed amendment clarifies that the Department, not the auditee, has the
authority to comment on recommendations and conclusions of the draft audit report.
Passage of this amendment to the regulation will increase the auditor's independence.
Additionally, the proposed amendment requires the Department to review draft
management audit reports within a reasonable. period of time.

legal effects: Under the proposed amendment, the auditee may make pertinent
factual corrections fo a draft audit report, but the auditee would not be privy to any
proposed conclusions or recommendations. Prior fo the issuance of the final
management audit report, only the Department, not the auditee or any other person or
party, has the authority to discuss or comment.on the auditor's proposed conclusions or
recommendations. Additionally, the proposed amendment requires the Department to
review draft management audit reports within a reasonable period of time
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1. One copy of ail regulations for adopfion, amendment or repeal, except emergency regulations, must be presented to the Attorney General for his
determination of legal sufficiency. section 4-169 of the General Statutes,

2. Seventeen copies of all regutations for adoption, amendment or repeal, except emergency regulations, must be presented to the standing Legislafive
Regulation Review Committee for its approval. Section 4-170 of the General Statutes.

3 E egutation must be in the form intended for publication and must include the appropriate reguiation section number and section heading. Section 4-
17zof the General Statutes.

4, Indicate by “(NEWY’ in heading if new reguiation. Amended regulations must contain new language in capital lefiers and deleted language in brackets.
Section 4-170 of the General Statutes. ’ '



