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DEPARTMENT OF AUDITS AND ACCOUNTS


Nonprofit and Local Government Audits Division
WORK PROGRAM FOR AGREED UPON 

PROCEDURES INCLUDING EXAMPLE REPORTS

AND CORRECTIVE ACTION PLAN INSTRUCTIONS 
PREPARED BY THE 

GEORGIA DEPARTMENT OF AUDITS AND ACCOUNTS

TO MEET THE REQUIREMENTS OF 

O.C.G.A. 36-81-7

FOR LOCAL GOVERNMENTS
For additional information, contact the Local Government Audit Section at (404) 656-9145.

	
	PROCEDURE
	Completed By
	Workpaper Reference

	
	Section 1 – Cash
	
	

	1.
	Obtain or prepare a summary schedule of cash at year end by fund.  Summary should include all depositories, including banks from which temporary investments were purchased, with which the local government had transactions during the period covered by the agreed upon procedures.  Authorization for opening and closing accounts should be verified with minutes of the governing body.
	
	

	2.
	Identify individual funds that are required to maintain separate bank accounts and ascertain that separate bank accounts are maintained.
	
	

	3.
	Using the standard AICPA form to confirm account balance information with financial institutions, obtain confirmation as of the date of the  local government's fiscal year end for all accounts identified in Step 1 above (including accounts which were closed during the year).
	
	

	4.
	Obtain copies of the fiscal year end bank statement for each open account.
	
	

	5.
	Obtain copies of or prepare the year end bank account reconciliation for each account and verify that reconciliations meet the following criteria:
	
	

	5a.
	Bank balance on the reconciliation can be traced to the standard bank confirmation received from the bank.
	
	

	5b.
	Reconciled book balance can be traced to the general ledger and workpaper trial balance or summary schedule, as applicable.
	
	

	5c.
	Reconciliation is clerically accurate, including detailed supporting schedules.  
	
	

	5d.
	Cash receipts and disbursements ledgers for each bank account for a reasonable period (normally five business days before and after the local government's fiscal year end) have been reviewed to identify interbank transfers, checks and deposits.  Visual inspection has been made to determine recording in the proper period.  Also, the following has been specifically determined:

1.
Transfers between each ledger were recorded in the same period (i.e., all before year end  transfers were recorded in each ledger before year end, and vice versa for post year end  transfers).

2.
Transfers not clearing the bank in the same  accounting period as they were initiated are  properly reflected as reconciling items on bank reconciliations.
	
	

	5e.
	Confirmations of savings account balances and certificates of deposit have been verified to amounts in the general ledger account.  The possibility of unrecorded items has been considered on bank reconciliations.
	
	

	6.
	Perform the following cash proof procedures on each account in which the local government maintains funds at its fiscal year end.  A minimum of two months are required to be performed, one of which must be the month in which the local government's fiscal year ends.  The cash proof must meet the following criteria:
	
	

	6a.
	All outstanding checks shown on the proof of cash reconciliation at fiscal year end date are traced to clearing of checks on subsequent bank statements. Checks should be traced to last bank statement available during field work.
	
	

	6b.
	Reasons why any check of a material amount has not cleared or has taken an inordinately long period to clear are indicated.
	
	

	6c.
	All deposits in transit at the fiscal year end date on the proofs of cash were traced to their deposit.  Any delay in crediting of book deposits to bank was investigated.
	
	

	6d.
	The following procedures have been completed (for all months tested):

1.
Deposits were traced from books to bank statements.

2.
Checks were traced to disbursements journal         and examined for current date, numerical            sequence, signatures and endorsements.

3.
Cash journal was footed and ruled.

4.
Propriety of other reconciling items was              determined.

5. All voided checks were accounted for.
	
	

	7a.
	Obtain or prepare an analysis of temporary investment activity. Test the clerical accuracy of the analysis.
	
	

	7b.
	Inquire about types of investments permitted by law (reference O.C.G.A., Section 36-83-4), contract, or investment policy of the governmental unit, review minutes of meetings, and consider whether purchases or sales of investments during the period were authorized and at reasonable prices.
	
	

	7c.
	Inspect investments on hand and confirm investments held by others.

1.
Perform inspection in the presence of responsible official of the government entity.

2.
Verify that investments are held in the name of the government entity.

3.  Trace investment to analysis prepared in Step 7a.
	
	

	7d.
	Trace the cost of investment purchases and the proceeds from investment sales and recalculate the gain or loss from sale of investments.
	
	

	7e.
	Verify that amounts reported as income from investments appears reasonable.
	
	

	8.
	Obtain or prepare a listing of all imprest petty cash funds as of the fiscal year end.
	
	

	8a.
	Determine methods for reimbursement of funds.
	
	

	8b.
	Perform procedures to determine that petty cash funds meet the following criteria:

1.
Expenditures were made for the purposes for  which the fund was established.

2.
Copies of audits performed on the fund were  reviewed and any exceptions taken by the audit and corrective actions planned and taken were noted.

3.
The fund was counted in the presence of the  custodian and reconciled back to the control  account.
	
	

	9.
	Reconcile cash at the beginning of the fiscal year to cash at the end of the fiscal year using cash receipts and cash disbursements reported in the government entity's general ledger.
	
	

	
	Section II - Report of Local Government Finances
	
	

	1.
	Obtain or prepare the Report of Local Government Finances for the local government's fiscal year.  The Report should be prepared using the standardized "Report of Local Government Finances" established for local governments by the Georgia Department of Community Affairs and which meets the criteria established in O.C.G.A. 36-81-7 for an annual report of agreed upon procedures.  The "Report of Local Government Finances" is approved for submission to both the Georgia Department of Community Affairs and the Georgia Department of Audits to fulfill the local government's reporting requirements.
	
	

	2.
	Obtain or prepare the workpaper trial balance for the period covered by the agreed upon procedures.  Verify that the following criteria have been met:
	
	

	2a.
	The workpaper trial balance agrees to the local government's general ledger.
	
	

	2b.
	The workpaper trial balance is in balance.
	
	

	2c.
	Year end adjusting journal entries have been posted.
	
	

	3.
	Trace amounts reported on the Report of Local Government Finances to the workpaper trial balance.  Verify the following:
	
	

	3a.
	All accounts on the workpaper trial balance have been  included on the Report of Local Government Finances, as appropriate.
	
	

	3b.
	All accounts on the workpaper trial balance have been properly classified according to the instructions for completion of the Report of Local Government Finances.
	
	

	3c.
	Amounts recorded on the Report of Local Government Finances agree to the workpaper trial balance.  Totals are calculated accurately.
	
	

	3d.
	Amounts reported on supporting schedules are totalled.  Totals agree to the appropriate reference on the Report of Local Government Finances.
	
	

	
	Section III - Compliance With State Laws and Regulations
	
	

	1.
	Request that local government management identify laws and regulations that have a direct and material effect on the determination of amounts in the local government's financial statements.  Discuss and obtain written representation from management regarding the completeness of management's identification of relevant laws and regulations.
	
	

	2.
	Review the relevant portions of any directly related agreements.
	
	

	3.
	Review minutes of meetings for the enactment of laws and regulations that have a direct and material effect on the determination of the local government's financial statements.
	
	

	4.
	Inquire of the appropriate department(s) within the State of Georgia government about applicable laws and regulations, including, if applicable, the Department of Administrative Services, the Georgia State Financing and Investment Commission, the Office of Planning and Budget, and the Department of Revenue.
	
	

	5.
	Review authoritative sources for state laws and regulations impacting the local government including the Compliance Auditing in Georgia Counties and Municipalities:  A Practical Guide to State Laws for Auditors and Local Government Officials, by Paul T. Hardy, Richard W. Campbell and Paul E. Glick. (Note: For information on this guide, write Publications Program, Carl Vinson Institute of Government, 201 North Milledge Avenue, University of Georgia, Athens, Georgia 30602-5482.)
	
	

	6.
	Determine the extent to which the local government complied with state laws and regulations applicable to the entity through inquiries of management, review of documentation, confirmation with outside entities, and other procedures appropriate to assess compliance.
	
	

	
	Section IV - Summary
	
	

	1.
	Summarize findings related to conducting the above agreed upon procedures.
	
	

	2.
	Prepare the Report on Applying Agreed-Upon Procedures using the standardized report format.
	
	

	3.
	Advise government entity that they should forward to the State Auditor, within 30 days after the audit report due date, written comments on the findings and recommendations in the reports, including a plan for corrective action taken or planned and comments on the status of corrective action taken on prior findings.  If corrective action is not necessary, the written comments should include a statement describing the reason it is not.
	
	


Report Example

Independent Accountant’s Report on Applying Agreed-Upon Procedures

To Honorable Mayor and Members of Council

Name of Government Entity, Georgia and 

Georgia Department of Audits and Accounts

We have performed the procedures included in the Georgia Department of Audits and Accounts’ Work Program for Agreed-Upon Procedures as enumerated below, which were agreed to by the Mayor and Members of Council of the Name of Government Entity and the Georgia Department of Audits and Accounts, solely to assist you with respect to evaluating the information presented in the Report of Local Government Finances for the Name of Government Entity as of and for the year ended Fiscal Year End Date.  The City’s management is responsible for the financial information presented in the Report of Local Government Finances.  This agreed-upon procedures engagement was performed in accordance with 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.

1.
We performed a proof and reconciliation of cash on deposit with the following banks to the balances in the respective general ledger accounts and obtained confirmation of the related balances from the banks.
                              




Balance Per
                          




     Bank      General Ledger
        
Bank A                  



     XXX                      XXX

   
Bank B                  



     XXX                      XXX

   
Bank C- regular operating account                   XX,XXX               XX,XXX

   
Bank C- payroll account     


 X,XXX                  X,XXX


(Identify findings related to this procedure or state that “No exceptions were found as a result of applying this procedure.”)

2.
We ensured that the accompanying Report of Local Government Finances was prepared in accordance with the format and instructions promulgated by the Georgia Department of Community Affairs and that the amounts reported on each schedule are supported by, and reconciled to, the accounting records of Name of Government Entity for the year ended Fiscal Year End Date.


(Identify findings related to this procedure or state that “No exceptions were found as a result of applying this procedure.”)

3.
We reconciled cash per general ledger at Previous Fiscal Year End Date (i.e., June 30, 2003) to cash per general ledger at Fiscal Year End Date (i.e., June 30, 2004) as follows: 
Cash and Cash Equivalents at Previous Fiscal Year End Date.....................X,XXX
Total Cash Receipts per Report of Local Government Finances ....................X,XXX
Total Cash Disbursements per Report of Local Government Finances...........X,XXX
Cash and Cash Equivalents at Fiscal Year End Date.....................................X,XXX

(Identify findings related to this procedure or state that “No exceptions were found as a result of applying this procedure.”)
We were not engaged to, and did not, conduct an examination, the objective of which would be the expression of an opinion on the Report of Local Government Finances. Accordingly, we do not express such 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 Mayor and Members of Council of the Name of Government Entity and the Georgia Department of Audits and Accounts, and is not intended to be and should not be used by anyone other than these specified parties. 

[Signature]

[Date]

Report Example

Independent Accountant’s Report on Applying Agreed-Upon Procedures on Compliance with State Laws and Regulations

To Honorable Mayor and Members of Council

Name of Government Entity, Georgia and

Georgia Department of Audits and Accounts

We have performed the procedures included in the Georgia Department of Audits and Accounts’ Work Program for Agreed-Upon Procedures as enumerated below, which were agreed to by the Mayor and Members of Council of the Name of Government Entity and the Georgia Department of Audits and Accounts, solely to assist the specified parties in evaluating Name of Government Entity’s compliance with state laws and regulations for the year ended Fiscal Year End Date.  Management is responsible for Name of Government Entity’s compliance with those requirements.  This agreed-upon procedures engagement was performed in accordance with attestation standards established by the American Institute of Certified Public Accountants.  The sufficiency of the 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.


We identified laws and regulations of the State of Georgia with which Name of Government Entity must comply, including, but not limited to, those identified in Compliance Auditing in Georgia Counties and Municipalities: A Practical Guide to State Laws for Auditors and Local Government Officials.  We evaluated the extent to which Name of Government Entity complied with these laws and regulations.

(Identify findings related to this procedures or state that “No exceptions were found as a result of applying these procedures.”)

We were not engaged to, and did not, conduct an examination, the objective of which would be the expression of an opinion on compliance. Accordingly, we do not express such 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 Mayor and Members of Council of the Name of Government Entity and the Georgia Department of Audits and Accounts, and is not intended to be and should not be used by anyone other than these specified parties. 

[Signature]

[Date]

CORRECTIVE ACTION PLAN

ELEMENTS OF A RESPONSE


Provide a statement of concurrence or nonconcurrence with the findings and recommendations.  If your organization does not agree with a finding, specific information should be provided by your organization to support its position.


Detail actions taken or planned to correct deficiencies identified in the report.  For planned actions, your organization should provide projected dates for completion of major tasks.  Officials responsible for completing the proposed actions should also be identified (by title only).  Outline a plan for monitoring adherence to the corrective action plan.


If your organization believes a questioned cost is an allowable cost, a statement providing reasons for your organization's position should be included.


If the cost is questioned because your organization failed to provide the auditors with documentation supporting the allowability of questioned costs, and the documentation subsequently becomes available, your organization should describe how the records document the allowability of the costs.


If your organization determines that the questioned costs are unallowable or that the charges cannot be supported, your organization should provide a statement to that effect.


If your organization has documents, correspondence, or other supporting documentation on file which is pertinent to your organization's response, make specific reference to such items in the response.  Do not include any of the referenced material as an "Attachment" to the response.
Example 1

(Government Letterhead)

Finding:

CASH AND CASH EQUIVALENTS

Inadequate Accounting Procedures

Financial Statements

The government entity's procedures were inadequate to provide internal control over the bank reconciliation process.  Monthly bank reconciliations were performed in a timely manner; however, book errors disclosed through the bank reconciliation process continued to be carried as reconciling items for extended periods of time.  The government entity should establish internal controls to ensure that book errors disclosed during the monthly bank reconciliation are adjusted in the accounting records on a timely basis.

Corrective Action Plan/Management Response

We concur with this recommendation.  In October 2004 the government entity began to streamline cash receipts, deposits and reconciliation by implementing a Daily Deposit Report to be used in conjunction with a Cash Clearing Control Account.  In December 2004, a Controller's memo (checklist) was implemented requiring the Controller to sign off on the completion of bank reconciliations and adjusting entries and forward the respective Controller's memo to the Director of Administrative Services for further review and signature.  We believe these procedural changes will allow the government entity to comply with the Audit Recommendation.
(Signature of responsible local government official)

Example 2

(Government Letterhead)

Finding:

GENERAL FIXED ASSETS/PROPERTY MANAGEMENT

Inadequacies in Operation of Property Management System

Financial Statements

Reportable Condition - Material Weakness

The audit report for the year ended June 30, 2003, stated that the government entity's equipment inventory records were deficient.  For the year under review (June 30, 2004), the equipment inventory records were again deficient, and these deficiencies were noted as follows:

1.
Equipment inventory records were not updated for additions and deletions in a timely manner,

2.
Additions to the equipment inventory subsidiary records were not adequately reconciled to the general ledger expenditure accounts.

The government entity should establish the necessary controls to ensure that equipment inventories are updated and reconciled in a timely manner.

Corrective Action Plan/Management Response

We concur with this recommendation.  The government entity is in the process of updating its equipment inventory records for additions, deletions, and transfers.  Procedures were established in December 2004, to ensure that timely updates will be made for future equipment transactions.  Procedures were also implemented in December 2004 to ensure that all additions will be reconciled to the general ledger and physical inventory counts will be conducted periodically to ensure compliance.

(Signature of responsible local government official)

