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701 – Determining Financial Management Systems’ Compliance with the Federal Financial Management Improvement Act of 1996 (FFMIA) 
FFMIA[footnoteRef:2] was designed to improve financial management systems. These improvements would lead to Chief Financial Officers Act of 1990 (CFO Act) agency managers routinely having access to timely, reliable, and useful information with which to make informed decisions and to provide accountability. FFMIA section 803(a) requires the 24 CFO Act agencies to implement and maintain financial management systems that comply substantially with  [2: The FAM and Office of Management and Budget (OMB) Circular No. A-123, Management’s Responsibility for Enterprise Risk Management and Internal Control, address FFMIA as part of internal control. App. D of OMB Circular No. A-123 provides information on the requirements of FFMIA and can be found at https://www.whitehouse.gov/omb/information-for-agencies/circulars/.] 

federal financial management systems requirements, 
applicable federal accounting standards, and 
the U.S. Government Standard General Ledger (SGL) at the transaction level.  
The law also requires the auditor to state in the CFO Act financial statement audit report whether the agency’s financial management systems comply substantially with these three FFMIA requirements. This section provides guidance to help the auditor examine agency financial management systems’ compliance with FFMIA.[footnoteRef:3] It provides definitions, explains the FFMIA requirements, and discusses related guidance as well as audit issues related to testing for substantial compliance with the three requirements. An example audit program is included in FAM 701 A. [3: OMB’s bulletin entitled “Audit Requirements for Federal Financial Statements” (i.e., OMB audit guidance) provides additional information regarding FFMIA audit requirements and can be found at https://www.whitehouse.gov/omb/information-for-agencies/bulletins/.] 

FFMIA Definitions
For purposes of FFMIA, see the following definitions:
1. Financial management systems include the financial systems and the financial portion of mixed systems necessary to support financial management, including automated and manual processes, procedures, controls, data, hardware, software, and support personnel dedicated to operating and maintaining system functions. 
The term financial system includes an information system,[footnoteRef:4] comprising one or more software programs (commonly referred to as applications), that is used for [4: The financial system consists of six functional areas: general ledger management, funds management, payment management, receivable management, cost management, and reporting.] 

· collecting, processing, maintaining, transmitting, or reporting data about financial events;
· supporting financial planning or budgeting activities;
· accumulating and reporting costs information; or 
supporting the preparation of financial statements.
A mixed system is an information system that supports both financial and nonfinancial functions of the federal government or its components.[footnoteRef:5] [5: Mixed systems include payment and invoice systems, procurement systems, receivable systems, loan systems, grants systems, payroll systems, budget formulation systems, billing systems, property management systems, travel systems, or other mission operational systems that provide financial information to a financial system.] 

FFMIA Requirements
The first requirement is addressing federal financial management systems requirements. The Department of the Treasury develops and maintains, in coordination with the Office of Management and Budget (OMB) and federal agencies, the federal financial management system requirements.[footnoteRef:6] Treasury publishes the Federal Financial Management System Requirements in its Treasury Financial Manual (TFM) volume I, part 6, chapter 9500, found at http://tfm.fiscal.treasury.gov/v1/p6/c950.html. The financial management system requirements apply to financial systems as well as administrative systems and programmatic systems that support financial management business outcomes (i.e., mixed systems).  [6: The initial set of federal financial management system requirements were a series of publications issued by the Joint Financial Management Improvement Program. This initial set of requirements was rescinded in 2010 when OMB assigned Treasury the responsibility of developing the revised set of financial management system requirements.] 

The second requirement is the financial management systems’ use of applicable federal accounting standards, promulgated by the Federal Accounting Standards Advisory Board (FASAB). FASAB promulgates federal accounting standards after considering the financial and budgetary information needs of the Congress, executive agencies, and other users of federal financial information as well as comments from the public. FASAB standards are found at www.fasab.gov. FAM 560 describes the relationship of the FASAB standards to the hierarchy of U.S. generally accepted accounting principles (U.S. GAAP).
The third requirement is implementing the SGL at the transaction level. The SGL provides a uniform chart of accounts and guidance for standardizing federal agency accounting and supports the preparation of standard external reports required by OMB and Treasury. Information on the SGL can be found at https://www.fiscal.treasury.gov/fsreports/ref/ussgl/ussgl_home.htm. The SGL is defined in the latest supplement, which is released annually in Treasury’s TFM. The supplement is composed of the following major sections:
chart of accounts,
accounts and definitions, 
account transactions, 
account attributes for SGL proprietary account and budgetary account reporting,
crosswalks to standard external reports and reclassified statements, and 
validations and edits for fiscal reporting.
Auditor’s FFMIA Reporting Requirements
FFMIA requires the CFO Act agency financial statement auditor to report on whether the agency financial management systems complied substantially with the three FFMIA requirements.[footnoteRef:7] The auditor who reports that agency financial management systems do not comply substantially with FFMIA requirements shall include the following in the report: [7: FFMIA also requires CFO Act agencies to determine whether their financial management systems comply substantially with the FFMIA requirements.] 

1. The entity or organization responsible for the financial management systems that have been found not to be substantially compliant and all pertinent facts relating to the noncompliance, including 
the nature and extent of the noncompliance, including areas in which there is substantial but not full compliance;
the primary reason or cause of the noncompliance;
the entity or organization responsible for the noncompliance; and 
any relevant comments from any responsible officer or employee.
1. A statement with respect to the recommended remedial actions and the time frames for implementing these actions.  
OMB Guidance
Appendix D to OMB Circular No. A-123 provides the FFMIA Compliance Determination Framework that CFO Act agencies should use (and the auditor may use) in determining whether the agency’s financial management systems comply substantially with FFMIA requirements. Appendix D defines substantial compliance with FFMIA requirements as achieving the following multiple objectives.
1. Federal financial management system requirements objective: Requirements consists of three parts, each with its own objectives.
Financial reporting objectives include reliable, timely, and accurate financial information for managing day-to-day operations and reporting on an agency’s financial condition. Reliable financial reporting also includes maintaining internal control over financial reporting and financial management system security.
Effective and efficient operations objectives include maintaining cost-effective financial operations and ensuring resources are safeguarded against waste, loss, and misuse.
Compliance objectives ensure that financial transactions are consistent with laws, regulations, and policies.
1. The federal accounting standards objective: Agency financial management systems shall maintain accounting data to permit reporting in accordance with U.S. GAAP.
1. SGL at the transaction level objective: Agencies shall apply the requirements of SGL guidance in the TFM when recording financial events. Application of the SGL at the transaction level means that each time an agency records an approved transaction in its financial management system, the system will generate appropriate general ledger accounts for posting the transaction according to the rules defined in SGL guidance. According to Appendix D, an agency may record individual transactions in its financial system in detail or in summary as long as each transaction is traceable to the transaction source.
According to Appendix D, if an agency’s (user organization) financial management system includes the use of a shared service organization, the auditor should obtain the service organization report (type 2 report). See FAM 640 for further guidance on audit considerations regarding service organizations and using related reports. The service organization report is an important tool for agency management and the auditor as they evaluate the effect of the controls at the service organization on the user entity’s internal control over financial reporting. The auditor’s testing of a service organization controls can take the form of input/output controls, performance monitoring, or process controls.
OMB audit guidance provides auditors the following guidance relevant to FFMIA.
1. A CFO Act agency’s components, including government corporations, are subject to FFMIA. However, an auditor of separately issued component reports is not required to separately report on whether a component’s financial management systems comply substantially with the FFMIA requirements. 
Service organizations whose internal control over financial reporting have been suitably designed and implemented and are relevant to an audit must either provide their user organizations with a service organization report (type 2 report) or allow user auditors to perform appropriate tests of controls at the service organization.[footnoteRef:8] [8: According to the AICPA’s Reporting on an Examination of Controls at a Service Organization Relevant to User Entities’ Internal Control Over Financial Reporting (AT-C 320), a type 2 report provides management’s description of a service organization’s system and a service auditor’s report on that description and on the suitability of the design and operating effectiveness of controls.] 

If an agency’s financial management systems do not comply substantially with one or more of the three FFMIA requirements, the auditor’s mandatory report on compliance (or an accompanying schedule that is referenced in the compliance report) should disclose with which of the three requirements the agency’s systems did not comply substantially, group findings together based on the requirement to which they relate, and comply with the applicable FFMIA reporting requirements (see FAM 580.86–.89).[footnoteRef:9] [9: OMB audit guidance states that if an audit disclosed no instances in which a reporting entity’s systems did not comply substantially with all three requirements, a single statement to this effect is sufficient. ] 

Audit Approach
To meet FFMIA’s reporting requirements, the auditor should plan and perform audit work in sufficient detail to enable the auditor to determine the degree to which agency financial management systems comply with the three requirements and whether that degree of compliance is substantial. 
FFMIA does not require systems to be in full compliance with each requirement, but rather in substantial compliance. If systems are not in substantial compliance, the auditor must report on all facts pertaining to the substantial compliance failure for each applicable requirement. 
The auditor should design and implement appropriate testing to apply the criteria in FFMIA. For example, in performing financial statement audits, the auditor generally should evaluate the capability of the financial management systems to process and summarize financial information that flows into agency financial statements. Under FFMIA, the auditor must assess and report on whether an agency’s financial management systems comply substantially with the three requirements.  
As a result of the overlapping scope and nature of FFMIA assessments and financial statements audits, the auditor may use the audit work performed as part of the financial statement audit. In the example audit program at FAM 701 A for testing controls for compliance with FFMIA, several procedures indicate that the auditor may have performed the procedures as part of the financial statement audit. Other procedures needed to assess FFMIA compliance may require additional work not normally performed in financial statement audits.  
While the example audit procedures provide steps that the auditor may perform, the auditor may tailor the steps to satisfy the objectives or intent of the step. Because of the broad scope of federal operations and the many variations that can and do flow from such a broad scope, the degree of specificity in the example audit program varies. The auditor may use other work that addresses the objectives of the example audit procedures.
As discussed in FAM 350, the auditor need not perform specific tests of the financial management systems’ compliance with FFMIA requirements for agencies with long-standing, well-documented financial management systems weaknesses that severely affect the systems’ ability to comply with FFMIA. The auditor may evaluate management’s use of the FFMIA Compliance Determination Framework in appendix D to OMB Circular No. A-123 for determining whether an agency’s systems comply substantially with FFMIA and report any deficiencies in management’s process along with previously identified problems. The auditor may also use the goals and compliance indicators found in the framework to help determine FFMIA compliance.
FAM 580.85 through .89 and FAM 595 A provide FFMIA reporting guidance for the auditor. FAM 580.59, .60, and .84 provide guidance to the auditor on reporting for the Federal Managers’ Financial Integrity Act of 1982 (FMFIA). For considerations related to the Federal Information Security Modernization Act of 2014 (FISMA), the auditor should refer to FAM 260.74 through .76 and FAM 580.61.
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701 A – Example Audit Procedures for Testing Systems for Compliance with FFMIA
Agency 	
Date of review 	
Job code 	
Objective: The Federal Financial Management Improvement Act of 1996 (FFMIA) requires the 24 agencies covered by the Chief Financial Officers Act of 1990 (CFO Act) to implement and maintain financial management systems that comply substantially with (1) federal financial management systems requirements, (2) applicable federal accounting standards, and (3) the U.S. Government Standard General Ledger at the transaction level. The objective of these audit procedures is to assess whether CFO Act agencies’ financial management systems comply substantially with FFMIA requirements.
	Procedure
	Done by/date
	Doc. ref.

	I. Planning (may be combined with the work to plan the financial statement audit)
A. To understand the requirements, read the following:
Federal Financial Management Improvement Act of 1996 (FFMIA), Pub. L. No. 104-208.
Audit Requirements for Federal Financial Statements, Office of Management and Budget (OMB) Bulletin.[footnoteRef:10] [10: The audit bulletin is updated periodically, and the current version can be found on the OMB website at https://www.whitehouse.gov/omb/ bulletins.] 

Financial Reporting Requirements, OMB Circular No. A-136.
“Compliance with Federal Financial Management Improvement Act of 1996,” appendix D to OMB Circular No. A-123.
“Federal Financial Management System Requirements,” chapter 9500 to Treasury Financial Manual (TFM), volume I, part 6. 
Federal Accounting Standards Advisory Board standards.
U.S. Government Standard General Ledger (SGL), TFM. 
Managing Federal Information as a Strategic Resource, OMB Circular No. A-130.
Federal Information Security Modernization Act of 2014 (FISMA), Pub. L. No. 113-283.
	
	

	B. Read the prior year’s audit documentation and audit report to identify (1) the auditors’ FFMIA determinations, 
(2) reported instances of noncompliance with FFMIA, and (3) material weaknesses and significant deficiencies related to the agency’s financial management systems.
Prepare a schedule of the previously identified deficiencies for follow-up (include reviewing management’s corrective action). See FAM 701 B for an example of the schedule.
	
	

	C. Read the most recent FMFIA, FISMA,[footnoteRef:11] inspector general, auditor, and GAO reports and internal control documentation from the financial statement audit or other reports related to financial management systems, such as financial systems, payment and invoice systems, procurement systems, receivable systems, loan systems, grants systems, payroll systems, budget formulation systems, billing systems, property management systems, and travel systems.   [11: FISMA requires the annual report on the effectiveness of information security policies and practices.] 

Evaluate the effect of any reported weaknesses on the FFMIA assessment.
Obtain an update on the status of the issues (include reviewing management’s corrective action) and document problems identified in the schedule in FAM 701 B.
	
	

	D. If an agency uses a shared service solution for hosting any of its financial management systems, obtain and review the service organization report (type 1 or 2) for each service provider to identify any reported weaknesses that affect FFMIA compliance.
1. If weaknesses are reported, determine whether the agency has implemented additional controls to mitigate those weaknesses.
2. Evaluate the effectiveness of any additional controls and the effect of any reported weaknesses on the FFMIA assessment.
3. Obtain an update on the status of the issues (include reviewing management’s corrective action) and document problems identified in the schedule in FAM 701 B.
	
	

	E. Read the cycle memorandums or other equivalent narratives for each of the audit cycles completed for the current-year audit. Document issues (include reviewing management’s corrective action) related to FFMIA compliance in the schedule in FAM 701 B.
	
	

	F. Obtain the agency’s risk-based and evidence-based assessment conducted on its financial management systems against the FFMIA Compliance Determination Framework in appendix D to OMB Circular No. A-123, and all supporting documentation of financial systems and financial portions of mixed systems. Supporting documentation may include criteria for consideration of low, medium, and high risk and test work that the agency performed.
1. Determine whether the agency’s assessment of its financial management systems provides a reasonable basis for determining compliance with the goals and compliance indicators as described in the FFMIA Compliance Determination Framework in OMB Circular No. A-123, appendix D.
2. Obtain background on agency management performing its assessment and determine whether management officials have reasonable expertise to perform the assessment on agency financial management systems.
3. Using the FFMIA Compliance Determination Framework in appendix D to OMB Circular No. A-123, review a selection of management’s assessments of individual financial management systems, sufficient to determine if management’s FFMIA assessment process appears reasonable and is supported by the information. Document issues regarding the agency’s assessment in the schedule in FAM 701 B.
	
	

	II. Testing for compliance with federal financial management systems requirements
A. Ask whether the agency has an agency-wide inventory of its financial management systems, including those operated or maintained by a shared service provider. If so, obtain the inventory and any supporting documentation. If not, consult with management to prepare/obtain an inventory of financial management systems and perform the following steps: 
	
	

	1. From the agency’s inventory of financial management systems, identify the financial systems and the financial portion of mixed systems and note whether they are operated or maintained by a shared service provider. 
2. Document the key internal controls and the information flows between the financial systems and the financial portion of mixed systems in a flowchart or narrative, including those operated or maintained by a shared service provider. (The auditor may perform this step as part of the internal control phase.)
a. Determine whether the financial portions of mixed systems are integrated or interfaced with the financial system. Note: Financial portions of mixed systems that are integrated with the financial system share data tables. Therefore, the agency need not prepare reconciliations.
b. If the financial portions of mixed systems interface with the financial systems, determine whether reconciliations are performed between the systems. If reconciliations are performed, determine how often and by whom, and assess the adequacy of the reconciliation, including follow-up activities and supervisory review.
c. Through interviews with agency management and review of systems documentation, determine if the agency’s systems have detective controls (e.g., batch control or hash totals or supervisory reviews) and preventive controls (e.g., segregated duties, appropriate authorizations, or access controls) to process transactions properly and timely. (The auditor may perform this step as part of the internal control phase.)
3. Document any issues regarding the agency’s inventory, internal controls, and the flow of information between its financial management systems in the schedule in FAM 701 B.
	
	

	B. Determine whether the agency’s financial management systems, as identified in step II.A above, conform to Treasury’s Federal Financial Management System Requirements in the TFM. 
1. Document whether the agency has assessed its financial systems and financial portions of mixed systems using Treasury’s Federal Financial Management System Requirements in the TFM.
· If agency management has not conducted an assessment against the TFM requirements, obtain any analyses that agency management performed to support its FFMIA and FMFIA assessments that document how the agency’s systems conform to the applicable TFM requirements.
· Determine whether the agency’s assessment is reasonable and is supported.
2. If management’s results cannot be relied upon for each system, assess the agency financial management systems’ compliance with Federal Financial Management System Requirements in the TFM.
3. Ask whether there have been significant changes in the agency’s automated business processes. If so, determine whether the agency has assessed any new functionality in accordance with Treasury’s Federal Financial Management System Requirements in the TFM. Document the results.
4. Document in FAM 701 B the instances in which, and the related effect of, the agency’s financial management systems not complying substantially with Federal Financial Management System Requirements in the TFM.
	
	

	C. Determine if financial management system security risks are at an acceptable level. Coordinate with an information system (IS) controls auditor to determine if the agency has implemented and maintains a program to provide adequate security for all agency information that is collected, processed, transmitted, stored, or disseminated in financial management systems.  
Have the IS controls auditor review the annual management testing and evaluation of the effectiveness of information security, policies, procedures, and practices in accordance with FISMA.
Document any unacceptable security risks and the related effect on the financial management systems identified by the IS controls auditor in the schedule shown in FAM 701 B.
	
	

	D. Determine if financial management systems include effective internal controls to (1) safeguard resources against waste, loss, and misuse, and whether reliable data are obtained, maintained, and disclosed in system-generated reports, and (2) restrict federal obligations and outlays to those authorized by law and within the amount, time, and purpose available (i.e., Antideficiency Act). The auditor may obtain some of the information needed to make this determination from the work performed in the internal control phase. The auditor may identify other systems’ internal control weaknesses from other audit reports reviewed and steps performed. Document the results in FAM 701 B. 
	
	

	III. Testing for compliance with the federal
       accounting standards
A. Determine if the agency’s financial statements are compiled in accordance with applicable accounting standards by examining whether
· any issues reported as part of the financial statement audit were related to agency implementation of  accounting standards in its financial management systems, 
· the standards were not properly applied because of inadequate or improperly implemented manual procedures, or 
· the agency’s financial management systems tracked financial events and summarized information to facilitate the preparation of auditable financial statements.  
From the deficiencies identified in performing step II and from tests conducted as part step I, determine whether the financial management systems record and summarize transactions in accordance with applicable accounting standards. Document the results in the schedule shown in FAM 701 B.
	
	

	B. Determine if the financial management systems enable the agency to prepare, execute, and report on its budget in accordance with the requirements of OMB Circular No. A-11, Preparation, Submission and Execution of the Budget. This determination can include work performed as part of the financial statement audit. Document the deficiencies and the related effect in the schedule shown in FAM 701 B.
	
	

	C. Determine if the financial management systems enable the agency to prepare financial management information in accordance with the requirements of OMB Circular No. A-136, Financial Reporting Requirements, and align with agency strategic goals and performance information. Document the deficiencies and the related effect in the schedule shown in FAM 701 B.
	
	

	IV. Testing for compliance with the SGL
A. 	Determine whether the agency financial management systems use financial data that can be traced directly to SGL accounts to produce reports providing financial information for both internal and external reporting.
Ask agency management and, based on the documentation prepared in step II.A, determine how financial transaction data are summarized from the financial portion of mixed systems to the financial systems.
	
	

	Compare the agency’s chart of accounts to the SGL accounts and identify any deviations.
	
	

	Review all of the standard entries allowed by the financial systems to determine if these entries conform to the SGL posting rules.
	
	

	Document any deficiencies and the related effect in the schedule shown in FAM 701 B.
	
	

	B. Ask whether the agency uses a crosswalk from its chart of accounts for its financial system to the SGL. If so, perform tests to determine the accuracy of the crosswalk.
Trace all SGL accounts to the crosswalk.
	
	

	Identify any SGL accounts that are not included in the crosswalk. Identify any agency accounts not associated with an SGL account in the crosswalk.
	
	

	Compare the posting rules used by the system to those included in the SGL to determine whether the system posting rules conform to the SGL.
	
	

	Document deficiencies and the related effect in the schedule shown in FAM 701 B.
	
	

	C. From the deficiencies identified in performing step II and from tests conducted as part step I, determine whether the financial management systems record and summarize transactions in accordance with the SGL at the transaction level. Document the results in the schedule shown in FAM 701 B.
	
	

	V. Summary
A. Summarize the results of the work performed above and assess the agency’s compliance with FFMIA requirements.
Finalize the schedule of the FFMIA noncompliance identified in the schedule prepared in FAM 701 B.
	
	

	Read the agency’s management representation letter and Management’s Discussion and Analysis covering the year under audit to obtain agency management’s FFMIA determination.
	
	

	Document the entity or organization responsible for the financial management systems that have been found not to comply substantially with FFMIA requirements.
a. Document facts pertaining to the
i. nature and extent of the noncompliance and areas where there is substantial but not full compliance, 
ii. primary reason or cause of the noncompliance,
iii. effect of the noncompliance, and
iv. relevant comments from any responsible officer or employee.
b. Assess the recommended remedial actions for each instance of noncompliance and management’s time frames for implementing these actions. Include this assessment in the schedule in FAM 701 B.
	
	

	After reviewing the nature and extent of deficiencies identified, conclude whether the systems deficiencies identified constitute lack of substantial compliance with FFMIA requirements. 
	
	

	Prepare the FFMIA section of the audit report. See FAM 580.85 through.89 and FAM 595 A, as appropriate.
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701 B – Summary Schedule of Instances of Financial Management Systems Noncompliance with FFMIA
	Source of information used in identifying deficiencies in entity systems
	
	Effect of systems’ noncompliance

	
	Nature and extent of systems’ noncompliance
	
	
	Agency comments on systems’ noncompliance

	
	
	Substantial but not full compliance? (Y or N)
	
	
	
	Corrective action in remediation plan? (Y or N)

	
	
	
	Applicable criteria (OMB Circular No. A-123, app. D citation)
	
	
	
	
	Assessment of corrective actions, time frames

	
	
	
	
	Responsible entity
	
	
	
	
	
	Doc. reference

	
	
	
	
	
	Primary reason for or cause of systems’ noncompliance
	
	
	
	
	
	
	Comments

	Prior year's reported instances of noncompliance (step I.B)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Prior year's material weaknesses and significant deficiencies that affect FFMIA determination (step I.B)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Weaknesses in the agency's most recent FMFIA or FISMA report that affect FFMIA determination (step I.C)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Deficiencies identified in recent inspector general, auditor, and GAO reports that affect FFMIA determination (step I.C)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Deficiencies identified in service organization reports (step I.D)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Cycle memorandums for the current year's audit (step I.E)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Agency's assessment using OMB Circular No. A-123, app. D (step I.F)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Inventory of financial management systems, internal controls, and flow of information (step II.A)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Financial management systems conform to systems requirements in the TFM (step II.B)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Implementation and maintenance of an information security program (step II.C) 

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Internal controls as part of financial management to prevent waste, loss, misuse, and Anti-deficiency Act violations (step II.D)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Preparation of auditable financial statements in accordance with applicable accounting standards (step III.A)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Preparation, execution, and reporting on agency budget in accordance with OMB Circular No. A-11 (step III.B)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Preparation of financial statements in accordance with OMB Circular No. A-136 (step III.C)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Agency financial management systems’ implementation of the SGL accounts (step IV.A)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Agency use of a crosswalk from its financial system to the SGL (step IV.B)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Agency financial management systems recording and summarizing transactions in accordance with SGL (step IV.C)
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710 – Agreed-Upon Procedures
1. In an agreed-upon procedures engagement, the auditor performs specific procedures on a subject matter and reports on the results to assist the intended users in evaluating the subject matter. Agreed-upon procedures should be performed in accordance with generally accepted government accounting standards (GAGAS), which incorporate the American Institute of Certified Public Accountants’ (AICPA) financial audit and attestation standards. Statement on Standards for Attestation Engagements (SSAE) No. 18, as amended by SSAE No. 19, restructures the attestation standards so that the applicability of any AT-C section to a particular engagement depends on the level of service provided and the subject matter of the engagement. AT-C 105, Concepts Common to All Attestation Engagements, applies to all attestation engagements. AT-C 205, Examination Engagements; 210, Review Engagements; and 215, Agreed-Upon Procedures Engagements, each contains incremental performance and reporting requirements and application guidance specific to the level of service provided.
The auditor may perform an agreed-upon procedures engagement on a variety of subject matters.[footnoteRef:12] The engagement will vary depending on the needs of the engaging party. Examples of agreed-upon procedures include [12: The practitioner, as used in SSAE No. 19, is referred to as the auditor in the FAM. ] 

compare payroll information reported to the Office of Personnel Management with the entity’s payroll records and general ledger (refer to OMB audit guidance for additional information);
compare entity reconciliations of intragovernmental activity and balances with supporting documentation and compare amounts with the financial statements and with reports to Treasury (refer to OMB audit guidance for additional information);
trace tax collections from the master file to deposit confirmations and determine whether they were recorded in the appropriate period and in the correct tax class;
trace amounts on the entity’s financial statements to an “account grouping worksheet,” foot the worksheet, read the CFO’s explanation for any differences, and compare the explanation with supporting documentation; 
examine official receipt documents to determine whether they were included in the weekly deposit, and compare deposit amounts to amounts reported on the statement of funding; and
inspect vendor invoices and related payment documentation to determine whether payment was made within 30 days. 
Parties involved in agreed-upon procedures engagements include 
a. the engaging party, which is the party that engages the auditor to perform the attestation engagement; 
b. the responsible party, which is the party responsible for the underlying subject matter (which can be the same as the engaging party);
c. the intended user(s) (which can be the same as the engaging party); and
d. the auditor.
All parties should clearly understand the procedures to be applied. The nature, extent, and timing of agreed-upon procedures depend upon the needs of the engaging party. As they best understand their own needs, the engaging parties, and not the auditor, assume responsibility for the appropriateness of the design and extent of the procedures, although the auditor may assist the engaging parties in designing the procedures.
The auditor should agree upon the terms of the engagement with the engaging party. The agreed-upon terms of the engagement should be specified in sufficient detail in an engagement letter, an example of which is provided in FAM 710 A, or other suitable form of written agreement (AT-C 215.14). The agreed-upon terms of the engagement should include the following (AT-C 215.15):
1. The nature of the engagement established pursuant to AT-C 215.12
Identification of the subject matter and responsible party 
The responsibilities of the auditor  
A statement that the engagement will be conducted in accordance with the AICPA’s attestation standards
A statement that the responsible party is responsible for the subject matter
A statement that the engaging party agrees to provide the auditor, before completing the engagement, with a written agreement and acknowledgment that the procedures performed are appropriate for the intended purpose of the engagement
A statement that the engaging party agrees to provide, at the conclusion of the engagement, a representation letter
If known at the onset of the engagement, identification of any other parties, in addition to the engaging party, that will be requested to agree to the procedures and acknowledge that the procedures performed are appropriate for their purposes. If the request is expected to be made by the engaging party, a statement that the engaging party agrees to provide, at the conclusion of the engagement, a written representation that the engaging party has obtained from all necessary other parties agreement to the procedures and acknowledgment that the procedures performed are appropriate for their purposes
If the engaging party is not the responsible party, a statement that written representations may be requested from the responsible party
Reference to the expected form and content of the auditor’s agreed-upon procedures report, including any use restrictions, if applicable
Disclaimers expected to be included in the auditor’s report, if applicable
Assistance to be provided to the auditor, if applicable
Involvement of an auditor’s external specialist, if applicable
Specified thresholds for reporting exceptions, if applicable 
The agreed-upon procedures to be enumerated or referred to in the auditor’s report should be performed entirely by the engagement team or other independent practitioners and not by internal auditors (AT-C 215.21).
The auditor should perform procedures agreed to and acknowledged by the engaging party to meet the intended purpose of the engagement established with the engaging party. The auditor should not perform overly subjective procedures or use terms with uncertain meaning unless they are defined in the agreed-upon procedures report (AT-C 215.16 and .17).
The auditor should obtain evidence from applying the agreed-upon procedures to provide a reasonable basis for the finding(s) expressed in the auditor’s report but need not perform additional procedures outside the scope of the engagement to gather additional evidence (AT-C 215.18). If matters come to the auditor’s attention by other means that significantly contradict the subject matter, the auditor should discuss the matter with the engaging party and take appropriate action, including determining whether the auditor’s report should be revised to disclose the matter (AT-C 215.40). For example, if during the course of applying agreed-upon procedures regarding an entity’s operations, the auditor becomes aware of a material weakness by means other than the agreed-upon procedures, the auditor may include this matter in the report (AT-C 215.A72). The auditor may do this by mentioning the material weakness with a footnote reference to another report where it is described in detail.
In the event the auditor encounters known or suspected fraud or noncompliance with laws or regulations in connection with the engagement, the auditor should consider responsibilities under the AICPA Code of Professional Conduct and applicable law prior to communicating such information either to the responsible party or the engaging party. (AT-C 215.41).
When circumstances impose restrictions on performing the agreed-upon procedures, the auditor should discuss with the engaging party whether those restrictions are appropriate and, if so, describe them in the auditor’s report (AT-C 215.39).
Written Representations
The auditor should request written representations from the engaging party. The engaging party should provide these in a letter addressed to the auditor. The date of the written representations should be as of the date of the auditor’s report; the representations should address the subject matter and periods covered by the auditor’s findings (AT-C 215.29). The representations should include the following:
1. A statement that the responsible party is responsible for the subject matter
If applicable, a statement that the engaging party has obtained from all necessary parties agreement to the procedures and acknowledgment that the procedures are appropriate for their purposes 
1. A statement that the engaging party has provided the auditor with all relevant information and access, as applicable, as agreed upon in the terms of the engagement
1. A statement that all known matters contradicting the subject matter and any communication from regulatory agencies or others affecting the subject matter have been disclosed to the auditor, including communications received between the end of the period addressed by the subject matter and the date of the auditor’s report 
1. A statement that the engaging party is not aware of any material misstatements in the subject matter 
1. A statement that the engaging party has disclosed to the auditor all known events subsequent to the period (or point in time) of the subject matter being reported on that would have a material effect on the subject matter 
1. Any additional representations that the auditor determines are appropriate (AT-C 215.27)
FAM 710 B provides an example of an engaging party’s representation letter for an agreed-upon procedures engagement.
When the engaging party is not the responsible party, the auditor should consider requesting the relevant written representations pursuant to paragraph .10 from the responsible party. The responsible party should provide them in a letter addressed to the auditor. FAM 710 C provides an example of a responsible party’s representation letter for an agreed-upon procedures engagement.
When one or more of the requested written representations are not provided, or the auditor concludes either that there is sufficient doubt about the competence, integrity, ethical values, or diligence of those providing the written representations or that the written representations are otherwise not reliable, the auditor should
1. discuss the matter with the engaging or responsible party, as appropriate;
1. reevaluate the integrity of those from whom the representations were requested or received and evaluate the effect that this may have on the reliability of representations and evidence in general; and
1. if any of the matters are not resolved to the auditor’s satisfaction, take appropriate action, including determining the possible effect on the auditor’s agreed-upon procedures report (AT-C 215.30).
Documentation
The auditor should prepare engagement documentation on a timely basis that includes the following:
1. The written agreement and acknowledgment from the engaging party regarding the appropriateness of the procedures performed for the intended purpose of the engagement. 
1. The nature, timing, and extent of the procedures performed to comply with relevant AT-C sections and applicable legal and regulatory requirements, including
the identifying characteristics of the specific items or matters tested;
who performed the engagement work and the date such work was completed;
when the appropriate party will not provide one or more of the requested written representations or the auditor concludes either that there is sufficient doubt about the competence, integrity, ethical values, or diligence of those providing the written representations or that the written representations are otherwise not reliable, the matters in paragraph .12; and
who reviewed the engagement work performed and the date and extent of such review.
1. The results of the procedures performed and the evidence obtained (AT-C 215.42).
The auditor should document sufficient information to enable an experienced auditor having no previous connection with the engagement to ascertain from the documentation the nature, extent, timing, and results of procedures performed and the evidence that supports the auditor’s agreed-upon procedures report, including its sources.
Although the quantity, type, and content of documentation varies with the circumstances, the auditor should document sufficient information to demonstrate that the work was adequately planned and supervised and that the evidence provides a reasonable basis for the report as discussed in GAGAS.
The auditor generally should prepare a summary memorandum that recaps the work performed; refers to the detailed documentation; and includes the auditor’s conclusion on whether the work was performed in accordance with GAGAS, the attestation standards, and the FAM and whether the report is appropriate. FAM 710 E provides an agreed-upon procedures engagement completion checklist.
Reporting
The auditor should report on the agreed-upon procedures, in writing, in the form of procedures and findings (AT-C 215.31 and .32). If, as a result of performing procedures, the auditor determines that the description of the procedures performed or the corresponding findings, in the auditor’s professional judgment, are misleading in the circumstances of the engagement, the auditor should discuss the matter with the engaging party and take appropriate action (AT-C 215.33). 
The auditor’s agreed-upon procedures report should include the following, as shown in the example report in FAM 710 D:
1. A title that includes the word independent to clearly indicate that it is the report of an independent accountant.
An appropriate addressee as required by the circumstances of the engagement.
Identification of the engaging party.
Identification of the subject matter to which the procedures have been applied. 
Identification of the responsible party, including a statement that the responsible party is responsible for the subject matter. When the engaging party is not the responsible party and identification of the responsible party and its responsibility for the subject matter is based solely on representations received from the engaging party, the auditor’s agreed-upon procedures report should include a statement to that effect.
A statement that the engaging party acknowledged that the procedures performed are appropriate to meet the intended purpose of the engagement.
An identification of the intended purpose of the engagement in sufficient detail to enable the user to understand the nature of the work performed.
A statement that the auditor’s report may not be suitable for any other purpose.
A statement that the procedures performed may not address all the items of interest to a user of the report and may not meet the needs of all users of the report and, as such, users are responsible for determining whether the procedures performed are appropriate for their purposes.
A statement that an agreed-upon procedures engagement involves the auditor performing specific procedures that the engaging party has agreed to and acknowledged to be appropriate for the intended purpose of the engagement and reporting on findings based on the procedures performed.
A description of the procedures performed detailing the nature and extent and, if applicable, the timing, of each procedure.
A description of the findings from each procedure performed, including sufficient details on exceptions found.  
If applicable, a description of any specified threshold that the engaging party established for reporting exceptions.
A statement that the agreed-upon procedures engagement was conducted in accordance with the AICPA’s attestation standards.
A statement that the auditor was not engaged to and did not conduct an examination or review, the objective of which would be to express an opinion or conclusion, respectively, on the subject matter.
A statement that the auditor does not express such an opinion or conclusion.
A statement that had the auditor performed additional procedures, other matters might have come to the auditor’s attention that would have been reported.
A statement that the auditor is required to be independent of the responsible party and to meet the auditor’s other ethical responsibilities, in accordance with the relevant ethical requirements relating to the agreed-upon procedures engagement.
If applicable, a description of the nature of the assistance that an auditor’s external specialist provided.
When applicable, reservations or restrictions concerning procedures or results.
The manual or printed signature of the auditor, followed by the name of the audit entity, the city and state in which the auditor practices, or both.
The date of the report. The report should be dated no earlier than the date on which the auditor completed the procedures and determined the results, including that
the attestation documentation has been reviewed and
if applicable, the written presentation of the subject matter has been prepared (AT-C 215.34).
If necessary, an alert, in a separate paragraph, that restricts the use of the auditor’s agreed-upon procedures report, taking into account the understanding with the engaging party regarding the nature of the engagement (AT-C 215.35).
The auditor should present the results of applying agreed-upon procedures to specific subject matter in the form of findings and should report all findings arising from such application (AT-C 215.24 and .25). A threshold for reporting exceptions does not apply to findings reported in an agreed-upon procedures engagement unless the engaging party establishes such a threshold. If the engaging party has established a threshold for reporting exceptions, the auditor should describe it in the auditor’s report (AT-C 215.25 and .A37). 
Although use of the report may be restricted to specified parties for its intended purpose(s), governmental reports are generally a matter of public record. Therefore, generally the distribution of the report is not limited, and the audit organization may provide copies upon request. However, contractual, legal, or other restrictions may limit distribution. See AT-C 215.35 through .38 for additional guidance on restricting the use of the report.
The auditor may have performed agreed-upon procedures on an element, account, or item of financial statements and also audited the same financial statements. If the audit report on the financial statements includes a departure from a standard report, the auditor generally should refer to the audit report and the departure from the standard report in the agreed-upon procedures report.
The auditor also may include explanatory language about matters such as the following:
stipulated facts, assumptions, or interpretations (including the source);
description of the condition of records, controls, or data to which the procedures were applied;
explanation that the auditor has no responsibility to update the report; and
explanation of sampling risk (for example, “Based on our sample, we are 95 percent confident that the population deviation not more than 15 percent.”).
The auditor should state the findings in definitive, rather than qualified, language and should not 
· use vague or ambiguous language, 
· include terms of uncertain meaning, and
· express an opinion or conclusion on the subject matter or about whether the subject matter is in accordance with (or based on) the criteria (AT-C 215.26). 
The following table provides examples of appropriate and inappropriate descriptions of findings and results.
Table 710.1: 	Examples of appropriate/inappropriate description of findings and results for agreed-upon procedures
	
	Description of findings and results

	Agreed-upon procedures
	Appropriate
	Inappropriate

	Based on the total tax liability, select and recompute the 50 largest excise tax returns from the quarter ended 
September 30, 20XX, and compare these amounts with those in the certified audit file.
	Recomputed amounts for the selected excise tax returns agreed with the amounts in the certified audit file.
	Nothing came to our attention as a result of applying this procedure.

	Select a random sample of 45 general ledger postings of revenue receipts for the year; compare with supporting documentation to determine whether reported revenue receipts were properly recorded as to amount and classification.
	Revenue receipts selected randomly from the year’s general ledger postings were properly classified and in agreement with supporting documentation.
	The revenue receipts approximated the amount indicated by supporting documentation.

	Examine personnel files of 40 individuals randomly selected from the timekeeping records for the year; determine whether the selected files contain a current and approved Notification of Personnel Action (Standard Form 50).
	Thirty of the selected files contained a current and approved Notification of Personnel Action. Ten files did not contain a current and approved Notification of Personnel Action (list and identify exceptions). 
	Some of the personnel files did not contain a current and approved Notification of Personnel Action.


FAM 710 D provides an example of an agreed-upon procedures report.
Other Report Issues
If the audit organization’s procedure is to date reports with the issue date, the auditor may state the date of completion of the engagement in the report, such as “We completed the agreed-upon procedures on [date].”
The auditor should obtain report comments from the party responsible for the subject matter. These comments can be either written or oral. If oral comments are obtained, the auditor should document them in a memorandum.

		Planning and General
		660 D - Example Agreed-Upon Procedures Report


FFMIA Guidance and Agreed-Upon Procedures Guidance
710 D – Example Agreed-Upon Procedures Report Where the Engaging Party Is Not the Responsible Party
Prior to issuing the agreed-upon procedures report, the auditor should obtain a written agreement on the procedures and acknowledgment from the engaging party that the procedures performed are appropriate for the intended purpose of the engagement (AT-C 215.22). If the engaging party refuses to provide the written agreement and acknowledgment, the auditor should withdraw from the engagement (AT-C 215.23).
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710 A – Example Agreed-Upon Procedures Engagement Letter
(The examples in 710 A through 710 D assume that the engaging party is ABC Federal Entity and the responsible party is XYZ Entity.)

[Date]
Management of ABC Federal Entity
Subject: Fiscal Year 20XX Agreed-Upon Procedures for the Tax Trust Fund
Dear Management Official:
This letter responds to your letter of [date] requesting that we assist ABC Federal Entity in determining the completeness and accuracy of receipts transferred to the ABC tax trust fund by XYZ Entity. On [date], we met with you to discuss the scope and timing of our work. The detailed procedures we agree to perform are enclosed. We plan to perform these procedures on [provide date(s)]. 
This letter documents our agreement to perform these agreed-upon procedures related to fiscal year 20XX. We will perform these procedures in accordance with U.S. generally accepted government auditing standards, which incorporate the attestation standards established by the American Institute of Certified Public Accountants. The procedures are included in the enclosures to this letter. 
We will provide XYZ Entity with a draft copy of our report for its review and comment and plan to issue the report by [date]. At the conclusion of the audit, management of ABC Federal Entity acknowledges its responsibility to provide to us a representation letter. Written representations may also be requested from XYZ Entity. We will meet with you as needed to discuss the agreed-upon procedures, results, and other issues that may arise. 
The appropriateness of the agreed-upon procedures to meet the objectives of ABC Federal Entity is solely your responsibility. Accordingly, we make no representation regarding their appropriateness to meet your needs or for any other purpose. Prior to the completion of the audit, management of ABC Federal Entity acknowledges its responsibility to provide us with a written agreement and acknowledgment that the procedures performed are appropriate for the intended purpose of this engagement. In addition, because of the nature of agreed-upon procedures, the results we obtain will only be applicable to the period for which they are performed. We are not engaged to perform, and will not perform, an examination or audit, the objective of which would be to express an opinion on the amount of receipts transferred to the tax trust fund for fiscal year 20XX. Accordingly, we will not express such an opinion. If we were to perform an examination or audit, other matters beyond the scope of the agreed-upon procedures might come to our attention.
The report we will prepare is intended solely for your information and use and is not intended to be, and should not be, used by any other party. However, our report will be a matter of public record and will be provided to others upon request. Unless we hear from you, we will assume that you concur with these procedures and their appropriateness for your purposes.[footnoteRef:13] If you have any questions, please contact me at [telephone number and email address] or [alternative contact] at [telephone number and email address]. [13: The auditor may request that the users document their agreement with the procedures and their appropriateness for their purposes by signing the engagement letter and returning it to the auditor.] 

Sincerely yours,
[Signed]
[Name of Director]
[Title]
[Audit Entity]
Enclosure
cc: XYZ Entity
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710 B – Example Representation Letter from Engaging Party on Agreed-Upon Procedures Engagement
[ABC Entity letterhead]
[Date (as of the date of the auditor’s report)]
Dear Auditor:
In connection with the agreed-upon procedures engagement for XYZ Entity’s budget execution process for the period from October 1, 20XX, through September 30, 20XX, we confirm to the best of our knowledge and belief, the following representations made to you in performing these agreed-upon procedures.
We acknowledge that XYZ Entity is responsible for the budget execution process.
We have obtained from all necessary parties agreement to the procedures and acknowledgment that the procedures are appropriate for their purposes.
We know of no matters that would contradict our understanding of XYZ Entity’s budget execution process, including matters occurring between the September 30, 20XX, and the date of the auditor’s report.
There have been no communications from regulatory or oversight agencies concerning XYZ Entity’s budget execution process or noncompliance with budgetary laws or the Antideficiency Act, including communications received between September 30, 20XX, and the date of the auditor’s report.
We have made available to you all relevant information and access pertaining to XYZ Entity’s budget execution process during the period from October 1, 20XX, through September 30, 20XX, as agreed upon in the terms of the engagement. 
We are not aware of any material misstatement regarding XYZ Entity’s budget execution process.
We have disclosed to you all known events subsequent to the period being reported on that would have a material effect on XYZ Entity’s budget execution process.
Sincerely yours,
[signed]
[Official’s Name]
[Official’s Title]
ABC Entity
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710 C – Example Representation Letter from Responsible Party on Agreed-Upon Procedures Engagement
[XYZ Entity letterhead]
[Date (as of the date of the auditor’s report)]
Dear Auditor:
In connection with the agreed-upon procedures engagement for ABC Entity’s budget execution process for the period from October 1, 20XX, through September 30, 20XX, we confirm to the best of our knowledge and belief the following representations made to you in performing these agreed-upon procedures.
We acknowledge responsibility for our budget execution process.
We are not aware of any material misstatement regarding our budget execution process.
We have made available to you all records and related data pertaining to our budget execution process during the period from October 1, 20XX, through September 30, 20XX.
We have disclosed to you all known events subsequent to the period (or point in time) being reported on that would have a material effect on our budget execution process.
XYZ Entity’s budget execution process is designed to meet the requirements of the Antideficiency Act.
XYZ Entity’s employees check the accounting records and fund status reports quarterly to determine whether all source documents that affect the appropriation and fund balance have been recorded properly, accurately, and timely.
XYZ Entity’s accounting system provides timely disclosure of total valid obligations incurred to date and total budgetary resources available for obligation within each apportionment.
The system also provides timely disclosure of the authorization or creation of commitments, obligations, or expenditures that exceed apportionments and allotments.
We are not aware of instances of noncompliance with the above-stated procedures.
We are not aware of instances of fraud involving management, employees, or contractor staff who have significant roles in the operation of our budget execution process.
We have no plans or intentions that would materially affect our budgetary process or operations.
Sincerely yours,
[signed]
[Official’s name]
[Official’s title]
XYZ Entity
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710 D – Example Agreed-Upon Procedures Report Where the Engaging Party Is Not the Responsible Party
[Date]
Management of ABC Entity
Subject: Independent Accountant’s Report on Applying Agreed-Upon Procedures: Count of Cash and Related Items of XYZ Entity
Dear Management Official:
We have performed the procedures described in the enclosure to this report on the count of cash and cash-related items of XYZ Entity at September 30, 20XX, with which you agreed. XYZ Entity management is responsible for the count of its cash and cash-related items at September 30, 20XX. ABC Entity acknowledged that the procedures performed are appropriate to meet the intended purpose of the engagement. We performed these procedures solely to meet your needs for an independent count of cash and cash-related items of XYZ Entity at September 30, 20XX. Consequently, we make no representation regarding the appropriateness of the procedures described in this report either for the purpose for which this report has been requested or for any other purpose. 
We conducted the engagement in accordance with U.S generally accepted government auditing standards, which incorporate attestation standards established by the American Institute of Certified Public Accountants. We were not engaged to perform, and did not perform, an examination or review, the objective of which would have been to express an opinion or conclusion, respectively, on the amount of cash on hand. Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures, other matters might have come to our attention that we would have reported to you. 
The procedures we agreed to perform consist of counting amounts for cash and related receipts and comparing combined totals to the authorized amounts. These procedures may not address all the items of interest to a user of the report and may not meet the needs of all users of the report. As such, users are responsible for determining whether these procedures are appropriate for their purposes. The enclosure describes the agreed-upon procedures and our results. We completed our agreed-upon procedures on [date of completion].
We are required to be independent of XYZ Entity and to meet our ethical responsibilities, in accordance with the relevant ethical requirements related to our agreed-upon procedures engagement. 
We requested comments on a draft of this report from XYZ Entity representatives. They agreed with the results presented in this report and had no comments.  
The purpose of this report is solely to describe agreed-upon procedures related to an independent count of the cash and cash-related items of XYZ Entity at September 30, 20XX, and the report is not suitable for any other purpose. However, this report is a matter of public record, and its distribution is not limited. The report is available at no charge at [website].
If you have any questions, please call [name, title, and telephone number].
Sincerely yours,
[Signed]
[Name of Director], Director
[Audit Entity]                                                                                                                           [City, State]
Enclosure
cc: XYZ Entity
Enclosure
Results of Cash Counts
Procedures
We counted and totaled cash on hand for the petty cash fund of XYZ Entity at September 30, 20XX. We also listed and totaled the receipts on hand evidencing disbursements from the fund. Finally, we compared the combined total of cash and receipts available to the amount authorized for the fund of $500.
Results
We counted cash totaling $258.96 and scheduled 14 receipts totaling $174.85, which accounted for $433.81 of the $500 in authorized petty cash funds. In addition, the XYZ Entity custodian provided us two separate Expense Summary Report and Petty Cash Itemization Sheets and related receipts for an additional $65.09, which had been submitted for reimbursement to the fund. There remains an unexplained difference (shortage) of $1.10 between the authorized amount and the total cash and receipts evidencing petty cash fund disbursements.
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710 E – Agreed-Upon Procedures Engagement Completion Checklist
Engaging party: 	
Job code: 	
Principal report: 	
1. This checklist is intended to help the auditor comply with the standards for agreed-upon procedures engagements. No signatures are required on the checklist in the planning phase.
.02	Several of the last questions include steps in GAO’s quality control process, GAO Audit Documentation Set, and second partner review and reading of the report by the Technical Accounting and Auditing Expert (Chief Accountant at GAO) when that person is not the second partner. GAO auditors should complete these questions and forms. Inspector general auditors and other auditors may use these questions and forms or may substitute questions and forms that consider their reporting style and quality control.
	Steps
	Yes, no, or N/A
	Doc. Ref.

	Has the engagement team documented an understanding with the individuals requesting the agreed-upon procedures in an engagement letter?
	
	

	Were appropriate engagement acceptance and risk designation procedures followed?
	
	

	Does the engagement letter cover the following?
· Independence of professionals working on the engagement.
· The nature of the engagement.
· Identification of the subject matter and the responsible entity.
· Auditor’s responsibilities.
· Reference to GAGAS and a statement that the engagement will be conducted in accordance with the AICPA’s attestation standards.
· Statement that the responsible party is responsible for the subject matter.
· Agreement on the nature, extent, and timing, of procedures and statement that the engaging party will provide written agreement that procedures performed are appropriate prior to completion of the audit.
· Agreement of the engaging party to provide a representation letter or, if the engaging party is not the responsible party, a statement that written representations may be requested from the responsible party.
· Anticipated reporting, including, if applicable, expected disclaimers and use restrictions.
· If applicable, identification of other parties in addition to the engaging party that will be requested to agree to the procedures and acknowledge that the procedures performed are appropriate for their purposes (see AT-C 215.15h).
· Assistance to be provided to the auditor, if applicable.
· Involvement of an auditor’s external specialist, if applicable.
· Specified thresholds for reporting exceptions, if applicable.
	
	

	Was an entrance conference held with the responsible entity?
	
	

	Did the auditor receive written representations from the engaging party as of the date of the auditor’s report as required by AT-C 215.27 and .29, and did they address the subject matter and periods covered by the auditor’s findings and results? 
	
	

	When the engaging party is not the responsible party, did the auditor receive relevant written representations from the responsible party as of the date of the auditor’s report as required by AT-C 215.28, and did they address the subject matter and periods covered by the auditor’s findings and results?
	
	

	If applicable to the procedures, were laws and regulations documented?
	
	

	Does the documentation contain the following?
· The scope and methodology, including any sampling criteria used and consideration of the results of any previous agreed-upon procedures and follow-up on any significant findings that directly relate to the agreed-upon procedures engagement.
· Any indication of fraud, illegal acts, violations of provisions of contracts or grant agreements, or abuse, and—if there was such indication—the directed procedures performed, results obtained, and related communications.
· Descriptions of transactions and records examined.
· A description of the work performed to support reported results.
· Who performed the engagement work and the date such work was completed.
· Evidence of supervisory review.
	
	

	Does the documentation assert that the applicable standards were followed?
	
	

	Does the documentation provide a reasonable basis for the results of the agreed-upon procedures?
	
	

	Does the summary memorandum appropriately summarize the results of the procedures and refer to the documentation?
	
	

	Did the auditor document any deviations from the standards? Did the director approve the related documentation with copies to the reviewer? 
	
	

	Was an exit conference held with the responsible entity?
	
	

	Was the report referenced to supporting documentation? 
	
	

	Did the assistant director review the following?
· Documentation of the understanding with the individuals requesting the procedures and officials of the entity.
· Memorandum of entrance conference with the responsible entity.
· Completed work plans and procedures.
· Memorandums on key engagement issues.
· Summary of the results of the procedures.
· Memorandum of exit conference with the responsible entity.
· Deviations from standard reporting language.
· Financial schedules/statements, if applicable.
· Management representation letter.
· Agreed-upon procedures report.
· GAO Audit Documentation Set or equivalent.
	
	

	 Did the audit director review the following?
· Documentation of the understanding with the individuals requesting the procedures and officials of the entity.
· Summary of results of the procedures.
· Memorandum of exit conference with responsible entity.
· Deviations from standard reporting language.
· Agreed-upon procedures report.
· Financial schedules/statements, if applicable.
· Management representation letter.
	
	

	Did the assistant director or the auditor-in-charge determine that all significant review notes were resolved appropriately?
	
	

	Is the report appropriate as to the following?
· Wording.
· Scope of work.
· GAGAS.
· Explanatory paragraphs.
	
	

	Is the agreed-upon procedures report dated appropriately, or does the report indicate when the auditor completed the engagement? 
	
	



Note: The auditor should discuss all “No” answers in attached documentation. If the reason that a question is “N/A” is not obvious, the auditor should document the reason on the checklist or in an attachment.

Date of completion of the engagement _________________ 
Auditor-in-Charge  _________________________________ Date _______________
Assistant Director  _________________________________ Date _______________
Audit Director   ____________________________________ Date _______________


	


SECOND PARTNER’S (OR EQUIVALENT) REVIEW OF
AGREED-UPON PROCEDURES WORK


	Objective of second partner (or equivalent) review: To objectively review significant engagement matters to conclude, based on all facts the second partner (or equivalent) has knowledge of, that no matters were found that caused the second partner (or equivalent) to believe that (1) the procedures were not performed in accordance with GAGAS, which incorporate financial audit and attestation standards established by the AICPA, and (2) the report does not meet professional standards and audit organization policies.
Procedures: Before the report was issued, I performed the following procedures:
· as necessary, discussed significant engagement issues with the audit director;
· read documentation of key decisions and consultations;
· read the agreed-upon procedures report; and
· confirmed with the audit director that there are no unresolved issues.
Conclusions: Based on all the relevant facts of which I have knowledge, I found no matters that caused me to believe that (1) the agreed-upon procedures were not performed in accordance with GAGAS and the AICPA’s attestation standards related to agreed-upon procedures engagements and (2) the report is not in accordance with professional standards and audit organization policies.
In signing this form, I acknowledge that there have been no personal or external impairments to independence regarding my work on this engagement.

____________________________________________________________________
Title                                               Signature                                  Date

	
TECHNICAL ACCOUNTING AND AUDITING EXPERT’S
READING OF AGREED-UPON PROCEDURES REPORT


	Objective of review: When the Technical Accounting and Auditing Expert is not the second partner (or equivalent), the Technical Accounting and Auditing Expert should read the report to determine whether the procedures were performed in accordance with GAGAS, which incorporate financial audit and attestation standards established by the AICPA, and whether the report meets professional standards and audit organization policies. 
Conclusions: Based on my reading of the report, I found no matters that caused me to believe that (1) the agreed-upon procedures were not performed in accordance with GAGAS and the AICPA’s attestation standards related to agreed-upon procedures engagements and (2) the report is not in accordance with professional standards and audit organization policies.
In signing this form, I acknowledge that there have been no personal or external impairments to independence regarding my work on this engagement.

____________________________________________________________________
Title                                      Signature                                                        Date
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