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660 A - Example Agreed-Upon Procedures Engagement Letter
[Date]

Management of ABC Federal Entity
Subject:  Fiscal Year 20X8 Agreed-Upon Procedures for the Tax Trust Fund

Dear Management Official:

This letter responds to your letter of [date] requesting that we assist ABC Federal Entity in determining the completeness and accuracy of receipts transferred to the tax trust fund. On [date] we met with you to discuss the scope and timing of our work. The detailed procedures we agree to perform are enclosed. We plan to perform these procedures on [provide date(s)]. This letter documents our agreement to perform these agreed-upon procedures related to fiscal year 20X8. We will perform these procedures in accordance with U.S. generally accepted government auditing standards, which incorporate the financial audit and attestation standards established by the American Institute of Certified Public Accountants (AICPA). We will provide you with a draft copy of our report for your review and comment and plan to issue the report by [date]. We will meet with you as needed to discuss the agreed-upon procedures, results, and other issues that may arise.

The sufficiency of the agreed-upon procedures is solely the responsibility of XYZ Federal Entity. Accordingly, we make no representation regarding their sufficiency to meet your needs or for any other purpose. In addition, because of the nature of agreed-upon procedures, the results we obtain will only be applicable to for the period they are performed. We are not engaged to perform, and will not perform, an examination or audit, the objective of which would be to express an opinion on the amount of receipts transferred to the tax trust fund for fiscal year 20X8. Accordingly, we will not express such an opinion. If we were to perform an examination or audit, other matters beyond the scope of our agreed-upon procedures might come to our attention.

The report we will prepare is intended solely for your information and use and is not intended to be, and should not be, used by any other party. However, our report will be a matter of public record and will be provided to others upon request. Unless we hear from you, we will assume your concurrence with these procedures and their sufficiency for your purposes.
 If you have any questions, please contact me at [telephone number and  e-mail address] or [alternative contact] at [telephone number and e-mail address].

Sincerely yours,

[Signed]
[Name of Director]

Enclosure

cc:  XYZ Federal Entity
Enclosure

Agreed-Upon Procedures
Tax Receipts and Refunds

General

a.   Compare fiscal year 20X8 tax collections for the ABC tax trust fund per XYZ’s Statement of Custodial Activity with 

· the trust fund’s accounting records, and

· ABC’s consolidated financial statements.

b.   Obtain explanations and examine supporting documentation for differences.

Sampling

a. Use monetary unit sampling (MUS) with an 80-percent confidence level to select a sample of ABC tax trust fund tax revenue receipts and refunds for fiscal year 20X8. Use $300 million as the tolerable misstatement, which is 1 percent of the total revenue collected. Use an expected aggregate misstatement of $100 million, or one-third of tolerable misstatement. The projected sample size for this population is expected to be 40 transactions.

For the sample items selected:

· Receipts testing — Compare tax receipts transactions (for example cash receipts, federal tax deposit (FTD) receipts, reversals, and adjustments) with source documents to determine whether the amounts agree, the transactions are recorded in the appropriate period based on the transaction date, and they are properly categorized as ABC tax trust fund receipts.

· Refunds testing — Compare refund transactions with the source documents (for example, payment vouchers, FTD coupons, tax returns) to determine whether the amounts agree, the transactions are recorded in the appropriate period based on the transaction date, and they are properly categorized as ABC tax trust fund refunds.

b. Use MUS and the same sampling parameters as above to extract statistical samples of total XYZ revenue receipts and refunds for fiscal year 20X8.

For the sample items selected:

· Test whether the tax receipt or refund amounts and tax category from source documentation agrees with amounts recorded for each of the revenue receipts or refunds sample items.

� The auditor may request the users to document their agreement with the procedures and their sufficiency for their purposes by signing the engagement letter and returning it to the auditor.






July 2001
GAO/PCIE Financial Audit Manual
Page 220-2
July 2008
GAO/PCIE Financial Audit Manual
Page 660 A-1

