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660 – Agreed-Upon Procedures

.01 In an engagement to apply agreed-upon procedures, a client engages an auditor to perform specific procedures on a subject matter and report on the results to assist users in evaluating a subject matter or an assertion.  Agreed-upon procedures should be performed in accordance with GAGAS which incorporates the financial audit and attestation standards established by the AICPA. The Statements on Standards for Attestation Engagements (SSAE), specifically AT 101, Attest Engagements, and AT 201, Agreed-Upon Procedures Engagements, contains standards and guidance for these engagements.

.02 The auditor may perform an agreed-upon procedures engagement on a variety of subject matters. The engagement will vary depending on the needs of the user. The engagement may assist entity management by providing information for making decisions and give report users information on important areas. Examples of agreed-upon procedures are:

· 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 the Department of the Treasury (Treasury); (Refer to OMB audit guidance for additional information);
· trace tax collections from the master file to deposit confirmations, 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; and

· examine official receipt documents to determine whether they were included in the weekly deposit; compare deposit amounts to amounts reported on the statement of funding.

.03 In agreed-upon procedures engagements, all parties involved, which include the report users, the entity responsible for the subject matter (which may or may not be the same as the user), and the auditor, should clearly understand the procedures to be applied. Since users may have different needs, the nature, extent, and timing of agreed-upon procedures also may differ. Therefore, the users, and not the auditor, assume the responsibility for the sufficiency of the design and extent of the procedures since they best understand their own needs, although the auditor may assist the user in designing the procedures.

.04 The auditor should establish and document an understanding with the users regarding the nature, extent, and timing of agreed-upon procedures to be performed. The auditor may document this understanding using an engagement letter to the users, an example of which is provided in FAM 660 A.

.05 The auditor should perform agreed-upon procedures only if the subject matter is capable of evaluation against criteria that are suitable and available to users. Suitable criteria should have objectivity, measurability, completeness, and relevance. The auditor should perform procedures that are subject to reasonably consistent measurement and the users have agreed on. The auditor should not perform overly subjective procedures or use terms with uncertain meaning unless they are defined in the agreed-upon procedures report.

.06 The auditor need not perform additional procedures beyond the agreed-upon procedures. If matters come to the auditor’s attention by other means that significantly contradict the subject matter (or assertion), the auditor should include these matters in the report. For example, if during the course of applying agreed-upon procedures regarding an entity’s operation, the auditor becomes aware of a material weakness related to the assertion by means other than the agreed-upon procedures, the auditor should include this matter in the report. The auditor may do this by mentioning the material weakness with a footnote reference to another report where it is described in detail.

.07 Where circumstances impose restrictions on the performance of the agreed-upon procedures, the auditor should attempt to obtain agreement from the users of the report to modify the agreed-upon procedures. When agreement cannot be obtained (for example, when the agreed-upon procedures are published by a regulatory entity that will not modify the procedures), the auditor should describe restrictions in the report or withdraw from the engagement.

Written Representations
.08 The auditor generally should determine if a representation letter is necessary. The auditor may determine that a representation letter is necessary, for example, if (1) the responsible entity is so large there is a risk as to whether one person knows whether pertinent information has been made available to the auditor, (2) the subject matter depends on estimates, judgments, or future events (such as whether the subject matter is less objective and fact-based and more subjective), or (3) the user of the report believes written representations should be obtained. Although generally not required by AT 201 (unless specifically required by another attestation standard, such as in a compliance engagement) a representation letter may nonetheless be a useful means of documenting the responsible entity’s representations. FAM 660 B provides an example representation letter for an agreed-upon procedures engagement.

.09 The responsible entity’s refusal to furnish written representations the auditor determines to be necessary constitutes a scope limitation. In such circumstances, the auditor should do one of the following:

· disclose in the report the inability to obtain representations from the responsible entity,

· withdraw from the engagement, or

· change the engagement to another form of engagement (such as to a performance audit) with the client’s consent.

Documentation
.010 In accordance with GAGAS, the auditor should prepare and maintain documentation in connection with an agreed-upon procedures engagement that is appropriate for the engagement. 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 auditors’ agreed-upon procedures report, including its sources and the auditors’ conclusions.

.011 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 evidential matter provides a reasonable basis for the report as discussed in GAGAS chapter 6.

.012 The auditor generally should prepare a summary memorandum that recaps the work performed, refers to the detailed documentation, includes the auditor’s conclusion on whether the work was performed in accordance with GAGAS, the attestation standards, and the GAO/PCIE FAM, and whether the report is appropriate. FAM 660 C provides an agreed-upon procedures engagement completion checklist.

Reporting
.013 The auditor should report on the agreed-upon procedures in the form of results. The auditor should not provide any opinion or negative assurance about whether the subject matter or the assertion is fairly stated based on the criteria. The auditor should report the identification of the entities that agreed to the procedures and took responsibility for the sufficiency of the design and extent of the procedures for their purposes, as shown in the example report in FAM 660 D.

.014 The auditor should report all results arising from application of the agreed-upon procedures. The concept of materiality does not apply to results reported in an agreed-upon procedures engagement unless the users of the report agree to the definition of materiality. This could be included in the engagement letter at FAM 660 A. The auditor should describe any agreed-upon materiality limits in the report.

.015 The auditor should include a statement indicating that the report is intended for the specified users who have agreed upon the procedures performed and taken responsibility for the sufficiency of the design and extent of the procedures for their needs. However, since governmental reports are generally a matter of public record, the distribution of the report is not limited and the audit organization may provide copies upon request.

.016 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 include a reference to the audit report and the departure from the standard report in the agreed-upon procedures report.

.017 The auditor also may include explanatory language about such matters 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.

.018 The auditor should state the results in definitive, rather than qualified, language and avoid vague or ambiguous language.  The following table provides examples of appropriate and inappropriate descriptions of findings.

	Examples of appropriate/inappropriate description of findings

	
	Description of findings

	Procedures agreed-upon
	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 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 Treasury SF-224 reconciliations; determine if XYZ reported revenue receipts were properly classified and reconciled to Treasury FMS records.
	Revenue receipts selected randomly from the monthly Treasury SF-224 reconciliation process were properly classified and agreed with Treasury FMS records.
	The revenue receipts approximated the amount shown in the Treasury FMS records.

	Examine personnel files of 40 individuals randomly selected from the timekeeping records for the year; determine if all the selected files contain a current and approved Notification of Personnel Action     (SF-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). Based on our sample, we are 95% confident that the population deviation is between X and Y.

	Some of the personnel files did not contain a current and approved Notification of Personnel Action.


Other Report Issues

.019 The auditor should address the report to the users who have agreed upon the procedures to be performed (see FAM 660.03). The auditor should use the date of completion of the agreed-upon procedures as the date of the agreed-upon procedures report. 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].”
.20      The auditor should obtain entity comments from the entity 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 memo.
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