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495 B - Example Procedures for Tests of Budget Information

.01 This section includes examples of procedures that auditors may perform in testing budget information for the statement of budgetary resources and reconciliation of net cost of operations to budget.

.02 In addition, if budget controls are ineffective and quantitative provisions of budget-related laws and regulations are significant, the auditor generally should perform audit procedures sufficient to detect material misstatements in the types of budget information listed in FAM 460.04. Tolerable misstatement for use in determining sample sizes is discussed in FAM 460. 
Testing Obligations and Expended Authority Transactions
.03 The following are examples of procedures that the auditor may use to test obligation and expended authority transactions for these misstatements. 

Validity, accuracy/valuation, and classification assertions:  
· Select obligations recorded as of the end of the audit period and expended authority transaction recorded during the audit period. 
· Determine if each selected item is a valid obligation or expended authority transaction based on the criteria set forth in FAM 395 F. 
· Determine if each selected item is recorded at the accurate amount (value).

· Determine if each selected item is properly classified in the appropriation or fund account (also by program and by object, if applicable), including the proper appropriation year.

Completeness and cutoff assertions:  
· Select obligations and expended authority transactions recorded during the period between the balance sheet date and a date near the audit completion date.  
· Examine open purchase orders, unpaid invoices, and contracts as of a date near the audit completion date.  
· Select items representing payments by Treasury or cash disbursements by the entity during the audit period. Substantive detail test selections of expenses and additions to inventory, property, and prepaid accounts may be used for this purpose if the populations from which they are selected are complete.  
· For each selection, determine whether the obligation or expended authority transaction is recorded in the proper period. If transactions are not recorded, or are recorded in the incorrect period, determine the effects of this misstatement on budget amounts, the evaluation of budget controls, and the risk of material misstatement.

· If the selected obligation or expended authority transaction relates to the audit period and is recorded in that period, determine if it is recorded at the proper amount and properly classified in the appropriation or fund account (also by program and by object, if applicable), including the proper appropriation year.

Summarization assertion:  
· Test the footing of the detail of the obligation account balance recorded as of the end of the audit period and expended authority accounts recorded during the audit period. 
· Reconcile the total of these details to the recorded totals for obligation and expended authority accounts as of the end of the audit period.  Audit software is often an effective tool for footing the transactions recorded in the accounts and for selecting items for testing.

.04 The auditor generally should coordinate the audit procedures discussed above for testing expended authority transactions with the audit of other financial statement amounts. For example, if appropriate, the auditor may coordinate tests of accounts payable for completeness with the selection of subsequent obligations and expended authority transactions described above.

Testing Outlay Transactions

.05 The following are examples of procedures that the auditor may use to test outlay transactions. The auditor generally should coordinate these audit procedures with the audit of the other financial statement amounts, chiefly cash disbursements.
Validity and classification assertions:  
· Select outlays recorded during the audit period. Determine if an invoice and a receiving report support each selected outlay. Determine the obligation that was liquidated by the outlay.
· Examine the support for the obligation and determine if the invoice billed for goods or services is related to or properly “matches” the obligation and, in turn, the appropriation.  
· Obtain the accounting data of the matched obligation to include appropriation and year. Match these data to the type of services paid for of the selected outlay. Determine if the related appropriation authorizes payment for the services billed and paid.

.06 The auditor also generally should test upward and downward adjustments of prior year obligations. If any of these adjustments relate to closed accounts, the auditor generally should determine whether the adjustments are in compliance with the requirements of the National Defense Authorization Act for fiscal year 1991, section 1405(a), Closing Appropriation Accounts, 31 U.S.C. 1551-1558.
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