






Guide for
Agreed-Upon Procedures Engagements
For Local Governments with Revenues or Expenditures Greater Than $100,000 and Less Than $500,000


[image: C:\Users\dspulsipher\Downloads\sealjpg as of 1 21 2013.JPG] (
O
ffice of 
t
he
Utah State Auditor
)




TABLE OF CONTENTS

PAGE

Guide for Agreed-Upon Procedures Engagements
For Local Governments with Revenues or Expenditures 
Greater Than $100,000 and Less Than $500,000	
· Online Financial Report	1
· Requirements for Audit	1
· Requirements for Agreed-Upon Procedures Report	1
· Scope	2
· Objectives of Agreed-Upon Procedures	2
· Application of Agreed-Upon Procedures	2
· Report on Agreed-Upon Procedures	3
· Management Representations	3

APPENDIX A – Required Report Determination	A-1

APPENDIX B – Procedures
	Part I.  Minimum Agreed-Upon Procedures	B-1
	Part II.  Example Supplemental Procedures	B-5

APPENDIX C – Unrestricted Fund Balance Limits	C-1

APPENDIX D – Public Treasurers Bond	D-1

APPENDIX E –Example Engagement Letter for Local Government
Agreed-Upon Procedures	E-1

APPENDIX F – Example Independent Accountant’s Report on 
the Application of Agreed-Upon Procedures	F-1

APPENDIX G – Example Management Representation Letter	G-1





[image: sealjpgsm]
STATE OF UTAH
OFFICE OF THE STATE AUDITOR



Guide for
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Online Financial Report
The governing body of an entity whose revenues or expenditures of all funds are less than $500,000 shall annually prepare an Online Financial Report by providing all applicable financial information requested by the Office of the Utah State Auditor Online Reporting System (Online Reporting System) found on our website at:  auditor.utah.gov.  The government’s chief administrative officer and the individual responsible for preparing the financial report shall certify the accuracy and completeness of the data prior to its submission.  This financial report will satisfy the requirement to submit the UT or Survey of Local Government Finances Form.  The Online Financial Report must be received by the Office of the Utah State Auditor no later than 180 days after the entity’s year end.
Requirements for Audit
The governing body of an entity whose revenues or expenditures of all funds are $500,000 or more shall cause an audit to be made of its accounts by a competent, independent certified public accountant (CPA) in accordance with Utah Code 51-2a-201.  The audit must be received by the Office of the Utah State Auditor no later than 180 days after the entity’s year end.
Requirements for Agreed-Upon Procedures Report
Unless otherwise required by the Office of the Utah State Auditor, the governing body of an entity whose revenues or expenditures of all funds are at least $100,000 but less than $500,000 shall either cause an annual audit to be made of its accounts by a competent, independent CPA or, unless otherwise required by external parties (bond/debt covenants, etc.), the governing body may cause an annual agreed-upon procedures engagement to be made of its accounts by a competent, independent CPA as outlined in this guide.  Any audit or agreed-upon procedures report performed under these requirements must be performed in accordance with applicable generally accepted auditing standards or attestation standards established by the AICPA and Government Auditing Standards issued by the Comptroller General of the United States.  The agreed-upon procedures engagement will satisfy the requirement to prepare a State Legal Compliance Report.
(See Appendix A for required report determination flowchart.)


Scope
The procedures completed by the CPA shall be those minimum procedures outlined in this guide plus additional supplemental procedures (if any) requested by the governing body or their designee.  (See Appendix B.)  The CPA shall document the scope of the agreed-upon procedures requested by the governing body or their designee in an engagement letter signed in advance by the entity’s chief administrative officer.  (See Appendix E for an example engagement letter.)  The agreed-upon procedures report must be received by the Office of the Utah State Auditor no later than 180 days after the entity’s year end.
Objectives of Agreed-Upon Procedures
The primary purpose of the agreed-upon procedures report is to ensure that citizens, taxpayers, and those charged with governance are made aware of all financial activity of the entity and to assist the entity in exercising control over financial activity.
The financial information and the existence and appropriateness of the entity’s internal controls over the financial information are the responsibility of the governing body.  Independent accountants, through the application of agreed-upon procedures, should not provide an opinion or assurance on the reliability of financial information generated by the entity and the existence and functioning of appropriate internal controls.  The agreed-upon procedures report presents the findings of the agreed-upon procedures performed by the CPA.  An understanding of this distinction in role and responsibility is crucial to the governing body’s effective use of the information provided as part of the agreed-upon procedures performed.
The Office of the Utah State Auditor has developed the agreed-upon procedures set forth in this guide with the assistance of local government officials and CPAs who complete these engagements.  These procedures seek to provide flexibility in complying with reporting requirements, recognizing reasonable cost and benefit considerations.
Members of the governing body may request additional information from the entity, as well as the performance of additional agreed-upon procedures in agreement with the independent accountant.  The governing body should consider carefully what approach best serves the entity’s needs in evaluating compliance and internal control.
While the detection of control weaknesses and improper activity outside the scope of the agreed-upon procedures is not the primary function of the CPA, the CPA should be alert for situations or transactions that may indicate the existence of such conditions and include findings related to these activities in their report.
Application of Agreed-Upon Procedures
Appendix B lists procedures (in a workpaper format) for completing an agreed-upon procedures audit.  Part I.  Minimum Agreed-Upon Procedures lists procedures that must be applied to all entities as applicable.   Part II. Example Supplemental Procedures lists additional procedures that are not required to be completed, but that management may choose to have completed to address specific risks identified by the entity.  

Report on Agreed-Upon Procedures
The CPA’s report on agreed-upon procedures applied to the entity should be in the form of procedures and findings.  Among other things, the report should have a title that includes the word “independent” and identify the specified parties, the subject matter, the procedures performed, results of testwork, and findings if any.  The following are examples of how the results of testwork may be communicated 
	For analytical procedures:
· There were no significant variances which were unexplained.   –or–
· Adjustments were made to the financial report (describe adjustments made).

	For other procedures:
· We noted no exceptions as a result of these procedures.   –or–
· Exceptions were identified as follows:  (–or–  Refer to the finding and recommendation section of this report on page xx.)

The entity must provide a response to each finding identified by the CPA outlining the entity’s planned corrective action.  Appendix F to this guide provides a template for the CPA’s report on agreed-upon procedures.
Management Representations
The CPA shall obtain written representation from the entity’s management.  These representations may be tailored to cover specific assertions and matters unique to the entity.  (See Appendix G for an example letter.)













Appendix A





REQUIRED REPORT DETERMINATION

1. Are revenues or expenditures of all funds less than $500,000?
  Yes – Continue 	  No – Stop! An audit is required
2. Are revenues or expenditures of all funds greater than $100,000?
  Yes – Continue 	  No – Stop!  Neither an agreed-upon procedures report nor an audit report is required.  However, the entity must complete the Office of the Utah State Auditor Online Financial Report.
3. Is an audit required by an external party (i.e. bond/debt covenants)?
  Yes – Stop! An audit is required	  No – Stop! An agreed-upon procedures engagement or audit is required.
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Appendix B



Part I.  MINIMUM AGREED-UPON PROCEDURES
	Procedures
	Performed by
and Date
	Workpaper
Index

	GENERAL
1.  Agree amounts reported on the Online Financial Report to the entity’s general ledger.
	
	

	2.  Determine that the change in assets and liabilities agrees to net income or loss reported on the Online Financial Report.
	
	

	3.  Obtain and document an understanding of the entity’s internal controls surrounding revenues, expenses, and safeguarding of assets, and report control weaknesses.
	
	

	4.  Inquire with the those charged with governance, the chief administrative officer, and chief financial officer (as designated in Utah Code 11-50-202) of any instances (regardless of materiality) indicating any fraud, illegal acts, or noncompliance, and determine whether the entity has taken appropriate action, including implementing controls to minimize the risk that the fraud will reoccur.
	
	

	REVENUES
5.  Compare each revenue account on the Online Financial Report to prior period amounts.  Obtain and document an understanding of changes greater than 10% of total revenues and 15% of the individual line item from the prior year or anything unusual.
	
	

	DISBURSEMENTS
6.  Determine that the entity has a purchasing policy that establishes a competitive procurement process, and safeguards against bias or conflicts of interest.
	
	

	7.  Compare each expense account on the Online Financial Report to prior period amounts.  Obtain and document an understanding of changes greater than 10% of total expenses and 15% of the individual line item from the prior year or anything unusual. 
	
	

	8.  Determine whether a financial report detailing receipts and disbursements is prepared at least quarterly and reviewed by the governing body.  Select one financial report and agree the lesser of 10% or 15 transactions to the general ledger.
	
	

	9.  Inquire with the chief administrative officer and the chief financial officer (as designated in Utah Code 11-50-202) whether there are disbursements to related parties.  Also, scan disbursement records for disbursements to related parties.  Determine who has credit cards or purchasing cards issued by the entity.  Select a sample of the lesser of 25 disbursements or 10% of disbursements ensuring that the sample includes disbursements to related parties, as well as credit card or purchase card disbursements made by members of the governing body and executive level of management.  Perform the following:
a. Review the sample disbursements for reasonableness.
	
	

	b. Agree the sample disbursements to the receipt or invoice supporting the amount and payee.
	
	

	c. Review the sample disbursements for proper authorization.
	
	

	d. Review the sample disbursements for compliance with the entity’s purchasing policy (bids, quotes, etc.).
	
	

	e. Agree the sample disbursements to the general ledger to determine that disbursements have been properly classified and recorded.
	
	

	CASH
10.  Obtain the year end bank reconciliation(s) and trace the reconciled book balance to the general ledger and the amount reported on the Online Financial Report.
	
	

	11.  Select one additional month’s bank reconciliation(s) during the year and perform the following:
a. Trace the bank balance on the reconciliation to the balance per the bank statement.
	
	

	b. Trace the reconciled book balance to the general ledger.
	
	

	c. Test the clerical accuracy of the reconciliation.
	
	

	d. Scan the bank reconciliation for significant or unusual reconciling items, such as long outstanding checks.  Obtain explanations and review supporting documentation for any unusual reconciling items noted.
	
	

	e. Trace a sample of the lesser of 10% or five deposit transactions and 10% or five disbursement transactions to the general ledger.
	
	

	f. Trace a sample of the lesser of 10% or five reconciling items to a subsequent bank statement.
	
	

	COMPLIANCE
12.  Determine that the general fund balance is within accumulation limits set by law.  (See Appendix C for accumulation limits.)
	
	

	13.  Determine that the entity has a policy and procedure established to disclose nepotism and conflicts of interest.  
	
	

	14.  Inquire and observe whether there are any relatives working together or in a direct line of authority at the entity.  Determine if the entity is complying with State nepotism and hiring laws (see Utah Code 52-3).   Generally, no public officer may employ, appoint, vote for, or recommend a relative for employment.  Further, no public officer may directly supervise any appointee who is a relative.  Relative means father, mother, husband, wife, son, daughter, sister, brother, aunt, uncle, nephew, niece, first cousin, mother-in-law, father-in-law, brother-in-law, sister-in-law, son-in-law, or daughter-in-law.
	
	

	15.  Through inquiry with officials of the entity and observation of meeting agendas, certificates or other relevant evidence, determine that the following training has occurred as applicable:
a. Open and public meetings – Utah Code 52-4 requires that the presiding officer of a governing body ensure that members of the governing body are provided with annual training on the requirements of open and public meetings.
	
	

	b. GRAMA – Utah Code 63G-2-108 requires that the entity’s designated records officer shall complete annually an online training course on the requirements of GRAMA.
	
	

	c. Local and Special Service Districts – Utah Code 17B-1-312 requires that each member of a board of trustees of a local district, within one year after taking office, complete training developed by the Office of the Utah State Auditor in cooperation with the Utah Association of Special Districts.
	
	

	BUDGET
16.  Determine whether amounts budgeted in the governmental funds are sufficient to cover amounts expended.
	
	

	17.  Obtain a copy of the budget presented at the public hearing and determine whether it included:
a. Actual figures for the last completed fiscal year.
	
	

	b. Current year estimates.
	
	

	c. Estimates for the budget year.
	
	

	18.  For all governmental funds which were included in the budget adopted at the public hearing, determine whether the funds balance.  Note:   If estimated revenues do not equal estimated expenditures, one of the following must occur for the budget to be considered balanced:  1) if estimated revenues exceed estimated expenditures the difference should be included as “contribution to fund balance” in the expenditure section or 2) if estimated expenditures exceed estimated revenues then the difference should be included as a “contribution from fund balance” in the revenue section.  
	
	

	19.  Determine whether “to/from” transfers between funds equal and are clearly identified on the entity’s budget adopted at the public hearing.
	
	

	GRAMA (GOVERNMENT RECORDS ACCESS MANAGEMENT ACT)
20.  Determine whether the entity has a policy defining how to respond to a GRAMA request.
	
	

	21.  If fees are charged for GRAMA requests, verify that the entity has adopted a uniform fee structure.
	
	

	MEETINGS
22.  Select one meeting agenda during the reporting period and determine if the agenda provided reasonable specificity to notify the public as to the topics to be considered.
	
	

	23.  Select the minutes from one meeting held during the year and determine whether an audio recording of the meeting was made and whether the written minutes included the:
a. Date, time and place of the meeting.
	
	

	b. Names of board/council/commission members present and absent.
	
	

	c. Substance of all matters proposed, discussed, and decided.
	
	

	d. Votes taken by individual member of the public body.
	
	

	e. Names of each person who is not a member of the public body, and after being recognized by the presiding member of the public, provided testimony or comments and the substance in brief of their testimony or comments.
	
	

	24.  If the entity closed a portion of an open meeting to the public during the year, select one meeting and determine whether the meeting minutes included the:
a. Reason or reasons for holding the closed meeting.
	
	

	b. Location where the closed meeting would be held.
	
	

	c. Vote of each member of the governing body, either for or against the motion.
	
	





Part II.  EXAMPLE SUPPLEMENTAL PROCEDURES
The entity, through discussion with the CPA, shall identify aspects of the entity’s internal control structure that are considered high risk.  Consideration should be given to the: 
· size of revenues or expenditures, 
· prior audit findings, 
· adequate safeguarding and control of records and assets, 
· areas of complexity, 
· control consciousness of staff, 
· competency of personnel, 
· changes in personnel, 
· maturity of processes and controls. 
After discussing and identifying high risk areas, management may choose to complete additional procedures including, but not limited to the procedures noted below.

	Procedures
	Performed by
and Date
	Workpaper
Index

	GENERAL
25.  Determine whether the entity has a policy and procedure that is effectively communicated to employees, vendors, and citizens which outlines how to report potential improprieties and to whom they should be reported.  Also, determine whether potential improprieties are reported to the appropriate level within the organization.  Select a sample of the lesser of 10% or two complaints and determine whether management has appropriately responded to complaints.
	
	

	26.  Obtain and inspect minutes of the entity’s governing body during the reporting period and for all financial transactions exceeding 10% of total revenues and a sample of the lesser of 10% or three less significant financial transactions discussed in the minutes, and trace the transactions to the entity’s accounting records to determine that the transactions were properly recorded and reported.
	
	

	REVENUES
27.  Compare direct state or other governmental support (appropriations, property taxes, etc.) recorded by the entity during the reporting period with state appropriations, or other corroborative supporting documentation.
	
	

	DISBURSEMENTS
28.  Determine whether the entity gives any bonuses or incentive awards.  Select a sample of the lesser of 10% or five bonuses or incentive awards and determine whether the awards were adequately documented and approved.
	
	

	29.  Through inquiry with management and scanning receipt records, determine what restricted revenue is received by the entity (grant funds, impact fees, B&C road funds, etc.).  Select a sample of the lesser of 10% or 5 disbursements from restricted funds and determine that the disbursement was in compliance with restrictions placed on the funds. 
	
	

	ASSETS & LIABILITIES
30.  Compare each asset and liability account on the Online Financial Report to prior period amounts.  Obtain and document an understanding of changes greater than 10% of total assets or liabilities and 15% from the prior year or anything unusual.
	
	

	31.  Through inquiry and observation determine if adequate records are kept for land, buildings, and equipment owned by the entity.
	
	

	FIXED ASSETS
32.  Test the fixed asset listing as follows:
a. Randomly select a sample of the lesser of 10% or 10 equipment items from the listing, and physically verify that the item exists.  Also, determine if the entity has a listing of pilferable fixed assets (desirable items easily stolen), which are high risk for employee theft.  If so, select an additional sample of the lesser of 10% or 5 items to trace from the listing to the asset.  For each sample item, determine that the item has been properly tagged and that the tag number and serial number (or other descriptive features of the sample item) agree to the listing.
b. While physically verifying the items selected above, select an additional sample of the lesser of 10% or 10 equipment items and traced them back into the listing to determine that the listing is complete.
	
	

	COMPLIANCE
33.  Determine whether the entity’s public treasurer is bonded in accordance with Rule Number 4 of the Utah State Money Management Council.  (See Appendix D)  
	
	

	34.  Obtain evidence that the entity properly published notice of their budget hearing. Notice must be published at least seven days before the hearing date.  Publication must be in a newspaper of general circulation or posted in three public places if the area does not have a newspaper of general circulation.
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Appendix C



UNRESTRICTED FUND BALANCE LIMITS
Fund Balance
Counties, municipalities, and other governmental units may accumulate fund balances in any fund.  However, the unrestricted (unassigned, assigned, and committed) portion of the general fund must be within the following limits:
Counties:
The maximum unrestricted general fund balance may not exceed an amount equal to the greater of:
a. the estimated total revenue from property taxes for the current fiscal period, or
b. for a county with a taxable value of $750,000,000 or more and a population of 100,000 or more, 20% of the total revenues of the general fund for the current fiscal period; or for any other county, 50% of the total revenues of the general fund for the current fiscal period.  (Utah Code 17-36-16)
Cities:
The maximum in the general fund may not exceed 25% of the total estimated revenue of the general fund (Utah Code 10-6-116(2)).  For cities, the total estimated revenue of the general fund is next year’s total general fund budgeted revenue minus any beginning fund balances appropriated.
Towns:
The maximum in the general fund may not exceed 75% of the total estimated revenue of the general fund (Utah Code 10-5-113(2)).  For towns, the total estimated revenue of the general fund is next year’s total general fund budgeted revenue minus any beginning fund balances appropriated.
School Districts:
There is no limitation on school district fund balances except for amounts designated to meet unexpected and unspecified contingencies.  Such “undistributed reserves” may not exceed 5% of the maintenance and operations budget (Utah Code 53A-19-103(1)).
Local and Special Service Districts:
Utah Code 17B-1-612 allows districts to accumulate earnings or fund balances, as appropriate, in any fund.  With respect to the general fund only, the maximum unrestricted fund balance is limited to the greater of:
a. 100% of the current year’s property tax; or
b. 25% of the total general fund’s revenues if the annual general fund budget is greater than $100,000, or 50% of the total general fund’s revenues if the annual general fund budget is equal to or less than $100,000.
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Appendix D



PUBLIC TREASURERS BOND

All public treasurers are required to be bonded in accordance with Rule Number 4 of the Utah State Money Management Council.  Utah Code 51-7-3(27) states that “A ‘Public Treasurer’ includes … the official of any…political subdivision, or other public body who has the responsibility for the safekeeping and investment of any public funds.”  This is a broad definition that includes the person or persons of a district with the responsibilities defined above.  

The schedule below sets forth the amount for which each public treasurer should be bonded according to the annual budget for the governmental unit.  The basis used shall be budgeted gross revenue for the previous year.  Budgeted gross revenue includes all funds collected or handled by the public treasurer.  

	Budget
	Percent for Bond
	Minimum Bond

	$0 to 10,000
	N/A
	$0

	$10,001 to $100,000
	9% but not less than
	$5,000

	$100,001 to $500,000
	8% but not less than
	$9,000

	$500,001 to $1,000,000
	7% but not less than
	$40,000

	$1,000,001 to $5,000,000
	6% but not less than
	$70,000

	$5,000,001 to $10,000,000
	5% but not less than
	$300,000

	$10,000,001 to $25,000,000
	4% but not less than
	$500,000

	$25,000,001 to $50,000,000
	3% but not less than
	$1,000,000

	$50,000,001 to $500,000,000
	2% but not less than
	$1,500,000

	Over $500,000,000
	
	$10,000,000


Bonds must be issued by a corporate surety licensed to do business in the State of Utah and rated XII or better by the latest issue of Bests Rating Guide.  Bonds should be effective as of the date the treasurer assumes the duties of the office or is sworn in.
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EXAMPLE ENGAGEMENT LETTER FOR LOCAL GOVERNMENT AGREED-UPON PROCEDURES


[CPA FIRM LETTERHEAD]


[DATE], 20XX


To the [Governing Body]
	and
___________________, [Chief Administrative Officer]
[XYZ Entity]


Purpose of Letter

This letter is intended to confirm our understanding of the nature and scope of the agreed-upon procedures and reporting responsibilities to be undertaken by the [CPA Firm] in connection with [Full Name of XYZ Entity]’s financial reporting, compliance, and internal control.

Requested Procedures and Responsibilities

At your request, we will apply certain agreed-upon procedures, as discussed below, solely to assist [the Entity] in evaluating whether their financial report is in compliance with requirements established by the Office of the Utah State Auditor in the Guide for Agreed-Upon Procedures Engagements for Local Governments for the year ended [Month/Day], 20XX.

The sufficiency of these procedures is solely the responsibility of [the Entity]. Consequently, we make no representations regarding the sufficiency of the procedures described below either for the purpose for which this report has been requested or for any other purpose. 

We will perform these agreed-upon procedures in accordance with applicable generally accepted auditing standards or attestation standards established by the American Institute of Certified Public Accountants (AICPA) and Government Auditing Standards issued by the Comptroller General of the United States. 

Agreed-upon Procedures –
[NOTE:  SUPPLEMENTAL PROCEDURES ARE HIGHLIGHTED IN GRAY.   Remove highlighting or delete the procedure as appropriate.]

General:

1.  We will agree amounts reported on the Online Financial Report to [the Entity]’s general ledger.
2.  We will determine that the change in assets and liabilities agrees to net income or loss reported on the Online Financial Report.
3.  We will obtain and document an understanding of [the Entity]’s internal controls surrounding revenues, expenses, and safeguarding of assets, and report control weaknesses.
4.  We will inquire with [those charged with governance], the [chief administrative officer], and the [chief financial officer] (as designated in Utah Code 11-50-202) of any instances (regardless of materiality) indicating any fraud, illegal acts, or noncompliance, and determine that [the Entity] has taken appropriate action, including implementing controls to minimize the risk that the fraud will reoccur.
5.  We will determine whether [the Entity] has a policy and procedure that is effectively communicated to employees, vendors, and citizens which outlines how to report potential improprieties and to whom they should be reported.  Also, we will determine whether potential improprieties are reported to the appropriate level within [the Entity].  We will select a sample of the lesser of 10% or two complaints and determine whether management has appropriately responded to complaints.
6.  We will obtain and inspect minutes of [the Entity]’s [governing body] during the reporting period and for all financial transactions exceeding 10% of total revenues and a sample of the lesser of 10% or three less significant financial transactions discussed in the minutes, trace the transactions to [the Entity]’s accounting records to determine that the transactions were properly recorded and reported.

Revenues:

7.  We will compare each revenue account on the Online Financial Report to prior period amounts.  We will obtain and document an understanding of changes greater than 10% of total revenues and 15% of the individual line item from the prior year or anything unusual.
8.  We will compare direct state or other governmental support (appropriations, property taxes, etc.) recorded by [the Entity] during the reporting period with state appropriations, or other corroborative supporting documentation.

Disbursements:

9.  We will determine that [the Entity] has a purchasing policy that establishes a competitive procurement process, and safeguards against bias or conflicts of interest.
10.  We will compare each expense account on the Online Financial Report to prior period amounts.  We will obtain and document an understanding of changes greater than 10% of total expenses and 15% of the individual line item from the prior year or anything unusual. 
11.  We will determine that a financial report detailing receipts and disbursements is prepared at least quarterly and reviewed by the [governing body].  We will select one financial report and agree the lesser of 10% or 15 transactions to the general ledger.
12.  We will inquire with the [chief administrative officer] and the [chief financial officer] (as designated in Utah Code 11-50-202) whether there are disbursements to related parties.  We will also scan disbursement records for disbursements to related parties.  We will determine who has credit cards or purchasing cards issued by [the Entity].  We will select a sample of the lesser of 25 disbursements or 10% of disbursements ensuring that the sample includes disbursements to related parties, as well as credit card or purchase card disbursements made by members of the [governing body] and executive level of management.  We will then:
a. Review the sample disbursements for reasonableness.
b. Agree the sample disbursements to the receipt or invoice supporting the amount and payee.
c. Review the sample disbursements for proper authorization.
d. Review the sample disbursements for compliance with [the Entity]’s purchasing policy (bids, quotes, etc.).
e. Agree the sample disbursements to the general ledger to determine that disbursements have been properly classified and recorded.
13.  We will determine whether [the Entity] gives any bonuses or incentive awards.  We will select a sample of the lesser of 10% or five bonuses or incentive awards and determine whether the awards were adequately documented and approved.
14.  Through inquiry with management and scanning receipt records, we will determine what restricted revenue is received by [the Entity] (grant funds, impact fees, B&C road funds, etc.).  We will select a sample of the lesser of 10% or 5 disbursements from restricted funds and determine that the disbursement was in compliance with restrictions placed on the funds.

Cash:

15.  We will obtain the year end bank reconciliation(s) and trace the reconciled book balance to the general ledger and the amount reported on the Online Financial Report.
16.  We will select one additional month’s bank reconciliation(s) during the year and perform the following:
a. Trace the bank balance on the reconciliation to the balance per the bank statement.
b. Trace the reconciled book balance to the general ledger.
c. Test the clerical accuracy of the reconciliation.
d. Scan the bank reconciliation for significant or unusual reconciling items, such as long outstanding checks.  Obtain explanations and review supporting documentation for any unusual reconciling items noted.
e. Trace a sample of the lesser of 10% or five deposit transactions and 10% or five disbursement transactions to the general ledger.
f. Trace a sample of the lesser of 10% or five reconciling items to a subsequent bank statement.

Assets and Liabilities:

17.  We will compare each asset and liability account on the Online Financial Report to prior period amounts.  We will obtain and document an understanding of changes greater than 10% of total assets or liabilities and 15% from the prior year or anything unusual.
18.  Through inquiry and observation, we will determine if adequate records are kept for land, buildings, and equipment owned by [the Entity].

Fixed Assets:

19.  We will test the fixed asset listing as follows:
a. We will randomly select a sample of the lesser of 10% or 10 equipment items from the listing, and physically verify that the item exists.  Also, we will determine if [the Entity] has a listing of pilferable fixed assets (desirable items easily stolen), which are high risk for employee theft.  If so, we will select an additional sample of the lesser of 10% or 5 items to trace from the listing to the asset.  For each sample item, we will determine that the item has been properly tagged and that the tag number and serial number (or other descriptive features of the sample item) agree to the listing.
b. While physically verifying the items selected above, we will select an additional sample of the lesser of 10% or 10 equipment items to trace back into the listing to determine that the listing is complete.

Compliance:

20.  We will determine that the general fund balance is within accumulation limits set by law.  
21.  We will determine that [the Entity] has a policy and procedure established to disclose nepotism and conflicts of interest.  
22.  We will inquire and observe whether there are any relatives working together or in a direct line of authority at [the Entity].  We will determine if [the Entity] is complying with State nepotism and hiring laws outlined in Utah Code 52-3.
23.  Through inquiry with officials of [the Entity] and observation of meeting agendas, certificates or other relevant evidence, we will determine that the following training has occurred as applicable:
a. Open and public meetings – members of the governing body have received annual training on the requirements of open and public meetings (Utah Code 52-4).
b. GRAMA – [the Entity]’s designated records officer has completed annually an online training course on the requirements of GRAMA (Utah Code 63G-2-108).
c. [Local and Special Service Districts – each member of a board of trustees of a local district, within one year after taking office, has completed training developed by the Office of the Utah State Auditor in cooperation with the Utah Association of Special Districts (Utah Code 17B-1-312).]
24.  We will determine whether [the Entity]’s public treasurer is bonded in accordance with Rule Number 4 of the Utah State Money Management Council. 
25.  We will obtain evidence that [the Entity] properly published notice of their budget hearing. 

Budget:

26.  We will determine that amounts budgeted in the governmental funds are sufficient to cover amounts expended.
27.  We will obtain a copy of the budget presented at the public hearing and determine that it included:
a. Actual figures for the last completed fiscal year.
b. Current year estimates.
c. Estimates for the budget year.
28.  For all governmental funds which were included in the budget adopted at the public hearing, we will determine whether the funds balance. 
29.  We will determine whether “to/from” transfers between funds equal and are clearly identified on  [the Entity]’s budget adopted at the public hearing.

GRAMA (Government Records Access Management Act):

30.  We will determine whether [the Entity] has a policy defining how to respond to a GRAMA request.
31.  If fees are charged for GRAMA requests, we will verify that [the Entity] has adopted a uniform fee structure.

Meetings:

32.  We will select one meeting agenda during the reporting period and determine that the agenda provided reasonable specificity to notify the public as to the topics to be considered.
33.  We will select the minutes from one meeting held during the year and determine whether an audio recording of the meeting was made and whether the written minutes included the:
a. Date, time and place of the meeting.
b. Names of board/council/commission members present and absent.
c. Substance of all matters proposed, discussed, and decided.
d. Votes taken by individual member of the public body.
e. Names of each person who is not a member of the public body, and after being recognized by the presiding member of the public, provided testimony or comments and the substance in brief of their testimony or comments.
34.  If the entity closed a portion of an open meeting to the public during the year, we will select one meeting and determine whether the meeting minutes included the:
a. Reason or reasons for holding the closed meeting.
b. Location where the closed meeting would be held.
c. Vote of each member of the governing body, either for or against the motion.

Reporting on Revenue and Expenses Agreed-upon Procedures

Because the above procedures do not constitute an audit made in accordance with generally accepted auditing standards, we will not express an opinion on any of the accounts or items referred to above.  In addition, we have no obligation to perform any procedures beyond those listed in the attached schedule.

Our engagement cannot be relied upon to disclose errors, fraud, or illegal acts that may exist. However, we will report on any matter that comes to our attention that causes us to believe that any of the specified accounts or items should be adjusted by more than $XX,000 [Note:  this amount should be 5% of total revenues].  In addition, we will inform you of any material errors and any evidence or information that comes to our attention during the performance of our review or attestation procedures that fraud may have occurred. In addition, we will report to you any evidence or information that comes to our attention during the performance of our review or attestation procedures regarding illegal acts that may have occurred. Should we become aware of fraud or illegal acts we shall immediately notify you.

Management

  Responsibilities

The accuracy and completeness of [the Entity]’s financial records are the responsibility of management.  Management is also responsible for selecting sound accounting principles, maintaining adequate internal control, identifying and ensuring that [the Entity] complies with laws and regulations applicable to its activities, and making all financial records available to us.  Our responsibility is to carry out the agreed-upon procedures as discussed above and report the findings in accordance with the standards established by the AICPA and Government Auditing Standards.

  Representations

At the conclusion of the audit, we will request a letter from you confirming the completeness and accuracy of representations and disclosures made to us during the course of our work.

Report Distribution

After the end of our testwork, we will issue an Agreed-Upon Procedures Report.  You will be given the opportunity to review a draft of the report and write a response to any findings and recommendations to be included in the final report.  Our report is intended for the information and use of [the Entity]’s [Governing Body] and management and is not intended to be and should not be used by anyone other than these specified parties.  However, the report is a matter of public record and its distribution is not limited.

Engagement Timing and Staff

We will perform testwork from approximately [_________, 20XX to ______, 20XX.]  You may expect an in-charge and [#] staff auditor[s] to be present at [the Entity] for [#-# weeks/days] during our testwork period.  We will schedule our time at [the Entity] with the [Chief Financial Officer].  While at [the Entity], we request adequate working space and sufficient parking.
The following individuals are responsible for supervising the engagement:
	[_______________], Audit Partner, [phone], [email]
	[_______________], Audit Supervisor/Senior, [phone], [email]

Client Assistance

We understand that your employees will assist our staff by locating vouchers, contracts, minutes, and other documentation necessary to complete our tests.  In addition, we anticipate they will help us through the timely preparation of analyses and schedules.

Audit Fees

[The Entity] will reimburse [CPA firm] for the work required to perform the agreed-upon procedures to comply with requirements established by the Office of the Utah State Auditor in the Guide for Agreed-Upon Procedures Engagements at the actual wage rate plus fringe benefits.  The maximum billing for the audit for the year ended [Month/Day], 20XX will not exceed $X,XXX.  [CPA firm] will submit a billing upon completion of the work and distribution of the report.


If you have any further questions concerning this engagement, including any of the detailed contents of this letter, or questions about additional services we might provide, please let us know. 

Sincerely,



[Audit Partner]
[CPA firm] 


This engagement letter is accepted as a contract for services between [the Entity] and [CPA firm].

For [the Entity]:



						Date  	
___[Name]___________, [Chief Administrative Officer]




						Date  	
___[Name]___________, [Chief Financial Officer]


Note – This engagement letter is an example letter based on professional standards in effect as of March 26, 2013.  Adjustments should be made as necessary to comply with changes in attestation and government auditing standards issued after the preparation of this guide.
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Appendix F





INDEPENDENT ACCOUNTANTS’ REPORT ON
THE APPLICATION OF AGREED-UPON PROCEDURES
To the [Governing Body]
	and
___________________, [Chief Administrative Officer]
[XYZ Entity]

We have performed the procedures enumerated below, which were agreed to by [Full Name of XYZ Entity]‘s management, solely to assist you in evaluating whether amounts reported on the Office of the Utah State Auditor’s Online Reporting System are in compliance with guidelines established by the Office of the Utah State Auditor in the Guide for Agreed-Upon Procedures Engagements for Local Governments for the year(s) ended [Month/Day], 20XX.  [The Entity]’s management is responsible for the amounts reported to the Office of the Utah State Auditor and compliance with applicable requirements.  This agreed-upon procedures engagement was conducted in accordance with Government Auditing Standards issued by the Comptroller General of the United States, and attestation standards established by the American Institute of Certified Public Accountants.  The sufficiency of these procedures is solely the responsibility of those parties specified in this report.  Consequently, we make no representation regarding the sufficiency of the procedures described below either for the purpose for which this report has been requested or for any other purpose.
Agreed-Upon Procedures Related to the Amounts Reported to the Office of the Utah State Auditor
The procedures that we performed and our results are as follows:
	Procedures
	Result

	GENERAL
1.  We agreed amounts reported on the Online Financial Report to the entity’s general ledger.
	 
[See pg. 3 of the Guide for Agreed-Upon Procedures reports for examples of acceptable reporting results.]

	2.  We agreed the change in assets and liabilities to net income or loss reported on the Online Financial Report.
	

	3.  We obtained and documented an understanding of the entity’s internal controls surrounding revenues, expenses, and safeguarding of assets.
	

	4.  We inquired with the chief administrative officer and chief financial officer regarding any instances indicating any fraud, illegal acts, or noncompliance.  and determined whether the entity has taken appropriate action, including implementing controls to minimize the risk that the fraud will reoccur.
	

	REVENUES
5.  We compared each revenue account on the Online Financial Report to prior period amounts.  We obtained and documented an understanding of changes greater than 10% of total revenues and 15% of the individual line item from the prior year or anything unusual.
	

	DISBURSEMENTS
6.  We reviewed the entity’s purchasing policy to determine whether it establishes a competitive procurement process, and safeguards against bias or conflicts of interest.
	

	7.  We compared each expense account on the Online Financial Report to prior period amounts.  We obtained and documented an understanding of changes greater than 10% of total expenses and 15% of the individual line item from the prior year or anything unusual. 
	

	8.  We determined whether a financial report detailing receipts and disbursements is prepared at least quarterly and reviewed by the governing body.  We selected one financial report and agreed the lesser of 10% or 15 transactions to the general ledger.
	

	9.  We inquired with the chief administrative officer and the chief financial officer whether there are disbursements to related parties.  Also, we scanned disbursement records for disbursements to related parties.  We determined who has credit cards or purchasing cards issued by the entity.  We selected a sample of the lesser of 25 disbursements or 10% of disbursements ensuring that the sample included disbursements to related parties, as well as credit card or purchase card disbursements made by members of the governing body and executive level of management.  We performed the following:
a. We reviewed the sample disbursements for reasonableness.
	

	b. We agreed the sample disbursements to the receipt or invoice supporting the amount and payee.
	

	c. We reviewed the sample disbursements for proper authorization.
	

	d. We reviewed the sample disbursements for compliance with the entity’s purchasing policy (bids, quotes, etc.).
	

	e. We agreed the sample disbursements to the general ledger to determine that disbursements have been properly classified and recorded.
	

	CASH
10.  We obtained the year end bank reconciliation(s) and traced the reconciled book balance to the general ledger and the amount reported on the Online Financial Report.
	

	11.  We selected one additional month’s bank reconciliation(s) during the year and performed the following:
a. We traced the bank balance on the reconciliation to the balance per the bank statement.
	

	b. We traced the reconciled book balance to the general ledger.
	

	c. We tested the clerical accuracy of the reconciliation.
	

	d. We scanned the bank reconciliation for significant or unusual reconciling items, such as long outstanding checks.  We obtained explanations and reviewed supporting documentation for any unusual reconciling items noted.
	

	e. We traced a sample of the lesser of 10% or five deposit transactions and 10% or five disbursement transactions to the general ledger.
	

	f. We traced a sample of the lesser of 10% or five reconciling items to a subsequent bank statement.
	

	COMPLIANCE
12.  We determined that the general fund balance is within accumulation limits set by law.  (See Appendix E for accumulation limits.)
	

	13.  We determined that the entity has a policy and procedure established to disclose nepotism and conflicts of interest.  
	

	14.  We inquired and observed whether there are any relatives working together or in a direct line of authority at the entity.  We determined if the entity is complying with State nepotism and hiring laws.
	

	15.  Through inquiry with officials of the entity and observation of meeting agendas, certificates or other relevant evidence, we determined that the following training has occurred as applicable:
a. Open and public meetings – Utah Code 52-4 requires that the presiding officer of a governing body ensure that members of the governing body are provided with annual training on the requirements of open and public meetings.
	

	b. GRAMA (GOVERNMENT RECORDS ACCESS MANAGEMENT ACT) – Utah Code 63G-2-108 requires that the entity’s designated records officer shall complete annually an online training course on the requirements of GRAMA.
	

	c. Local and Special Service Districts – Utah Code 17B-1-312 requires that each member of a board of trustees of a local district, within one year after taking office, complete training developed by the Office of the Utah State Auditor in cooperation with the Utah Association of Special Districts.
	

	BUDGET
16.  We determined whether amounts budgeted in the governmental funds are sufficient to cover amounts expended.
	

	17.  We obtained a copy of the budget presented at the public hearing and determined whether it included:
a. Actual figures for the last completed fiscal year.
	

	b. Current year estimates.
	

	c. Estimates for the budget year.
	

	18.  For all governmental funds which were included in the budget adopted at the public hearing, we determined whether the funds balance. 
	

	19.  We determined whether “to/from” transfers between funds equal and are clearly identified on the entity’s budget adopted at the public hearing.
	

	GRAMA 
20.  We determined whether the entity has a policy defining how to respond to a GRAMA request.
	

	21.  If fees are charged for GRAMA requests, we verified that the entity has adopted a uniform fee structure.
	

	MEETINGS
22.  We selected one meeting agenda during the reporting period and determined if the agenda provided reasonable specificity to notify the public as to the topics to be considered.
	

	23.  We selected the minutes from one meeting held during the year and determined whether an audio recording of the meeting was made and whether the written minutes included the:
a. Date, time and place of the meeting.
	

	b. Names of board/council/commission members present and absent.
	

	c. Substance of all matters proposed, discussed, and decided.
	

	d. Votes taken by individual member of the public body.
	

	e. Names of each person who is not a member of the public body, and after being recognized by the presiding member of the public, provided testimony or comments and the substance in brief of their testimony or comments.
	

	24.  If the entity closed a portion of an open meeting to the public during the year, we selected one meeting and determined whether the meeting minutes included the:
a. Reason or reasons for holding the closed meeting.
	

	b. Location where the closed meeting would be held.
	

	c. Vote of each member of the governing body, either for or against the motion.
	

	SUPPLEMENTAL PROCEDURES
[Insert any additional agreed-upon procedures performed.]
	



We were not engaged to and did not conduct an examination, the objective of which would be the expression of an opinion on the compliance of the amounts reported to the Office of the Utah State Auditor of [the Entity].  Accordingly, we do not express an opinion.  Had we performed additional procedures, other matters might have come to our attention that would have been reported to you.
This report is intended solely for the information and use of the [governing body] of [the Entity], the Office of the Utah State Auditor, and is not intended to be and should not be used by anyone other than these specified parties.  However, this report is a public document and its distribution is not limited.

CPA FIRM
DATE
Note – This report is an example report based on professional standards in effect as of March 26, 2013.  Adjustments should be made as necessary to comply with changes in attestation and government auditing standards issued after the preparation of this guide.
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Appendix G



EXAMPLE MANAGEMENT REPRESENTATION LETTER

[TO BE PUT ON THE ENTITY’S LETTERHEAD]

DATE

Mr.[ XXX], CPA
Auditor
Street
City, Utah ZIP

Dear Mr. [CPA]:

This letter is furnished in connection with the Office of the Utah State Auditor agreed-upon procedures engagement which is performed to evaluate whether amounts reported to the Office of the Utah State Auditor Online Reporting System are accurate for the year ended [Month/Day], 20XX.    In this connection, and to the best of our knowledge, we make the following representations:

1. We are responsible for and have prepared [the XYZ Entity]’s [Online Financial Report] in compliance with requirements established by the Office of the Utah State Auditor.
2. We are responsible for establishing and maintaining effective internal control over compliance with state law and requirements established by the Office of the Utah State Auditor.
3. We have performed an evaluation of [the Entity]’s compliance with state law and requirements established by the Office of the Utah State Auditor.
4. We have disclosed to you all known noncompliance with state law and requirements established by the Office of the Utah State Auditor, including any noncompliance occurring after [Month/Day], 20XX. 
5. We have made available to you all documentation related to compliance with state law and requirements established by the Office of the Utah State Auditor.
6. We have disclosed to you our interpretation of compliance requirements that may have varying interpretations.
7. All accounting and financial records and related data of the [Entity] have been made available to you.
8. There are no material related party transactions which have not been disclosed to you.
9. There have been no communications from regulatory agencies, internal auditors, or other practitioners concerning possible noncompliance with state law and requirements established by the Office of the Utah State Auditor which have not been disclosed to you, including communications received between [Month/Day], 20XX and the date of this letter.
10. We have disclosed to you any instances (regardless of materiality) indicating fraud or illegal acts and have taken appropriate action to minimize the risk that fraud or illegal acts will reoccur or occur.
11. Consider additional representations.


_________________________________________
[NAME], [Chief Administrative Officer]


_________________________________________
[NAME], [Chief Financial Officer]

Note – This management representation letter is an example letter based on professional standards in effect as of March 26, 2013.  Adjustments should be made as necessary to comply with changes in attestation and government auditing standards issued after the preparation of this guide.

G-
image2.jpeg




image1.jpeg




