Compliance

813 - Civil Service Retirement Act, 5 U.S.C. Chapter 83

813 - Civil Service Retirement Act, 5 U.S.C. Chapter 83
Note: The auditor may complete this compliance summary or prepare equivalent documentation only if provisions of the Civil Service Retirement Act are significant as indicated on Form 802 - General Compliance Checklist at FAM 802-9.

	Name of entity: 



________






Compliance Summary






Prepared by: 



________
Audit period: 




________


















Reviewed by: 



________


	       Provision description
	
Objective
	
Control activities
	IS
(Y/N)
	Effective

compliance

controls?
	Instances of noncompliance noted?

	1.
For each employee employed prior to January 1, 1984, the entity shall withhold a percent of the basic pay of the employee. (See notes 1 and 2.)

Type: Transaction-based

Ref: 5 U.S.C. 8334(a)(1)
	1.
The appropriate amount is withheld from employee’s pay.  (See notes 1 and 2.)
	[Document the control activities used by the entity to achieve the objective.]
	[Is con​trol depen​dent on com​puter pro​ces​sing?]
	[Indicate yes or no; include reference to supporting documenta​tion.]
	[Indicate yes or no; include reference to supporting documentation.]

See Compliance Audit Procedures FAM 813 step 4(b).

	2.
An amount equal to the amount withheld from the employee’s pay shall be contributed by the entity from the appropriation or fund used to pay the employee.

Type:
Transaction-based and

Quantitative-based

Ref:  U.S.C. 5 U.S.C. 8334(a)(1)
	2.
The entity contribution for employee retirement is calculated properly, summarized properly, and charged to the proper appropriation account or fund.
	
	
	
	See Compliance Audit Procedures FAM 813 steps 4(c) and 5.


	Name of entity: 



________






Compliance Summary






Prepared by: 



________
Audit period: 




________


















Reviewed by: 



________


	       Provision description
	
Objective
	Control activities
	IS
  (Y/N)
	Effective

compliance

controls?
	Instances of noncompliance noted?

	3.
Amounts withheld from employees and the sum contributed by the entity for retirement benefits shall be deposited in the Treasury to the credit of the Civil Service Retirement and Disability Fund.


Type:
Procedural-based and Quantitative based

Ref: 5 U.S.C. 8334(a)(2)
	3.    Withholdings from employees and entity contributions for retirement benefits are properly summarized and deposited in the Treasury to the credit of the Civil Service Retirement and Disability Fund.
	
	
	
	See Compliance Audit Procedures 

FAM 813 steps 6 and 7.


Note: The auditor may complete these procedures or prepare equivalent documentation only if provisions of the Civil Service Retirement Act are significant as indicated on Form 802 - General Compliance Checklist an FAM 802-9. These procedures test compliance with the provisions listed on the Compliance Summary.

	Name of entity: 








_________________________
Audit period: 










_________________________










Reviewed by: 










_________________________

	Audit Procedures
	Done by/date
	Doc Ref

	1.
Based on the preliminary assessment of compliance control effectiveness (as documented on Form 813 - Compliance Summary), select a sample of expense amounts for individuals’ gross pay from the payroll disbursement records for the audit period for employees covered by the Civil Service Retirement Act system (CSRS). (See note 1.)

(The sample size will vary based on the expected effectiveness of compliance controls, as discussed in FAM 460.02). Document the sampling approach using the documentation in FAM 495 E. See note 3 regarding sampling efficiencies and completeness of the population.

These tests should be coordinated with other tests of payroll-related expenses and with the agreed-upon procedures agency auditors perform for the Office of Personnel Management (OPM), per OMB audit guidance, if performed.

Sample size










Sample selection method








	
	

	2.
For each selection made in 1, document the following for the pay period selected

· the amount withheld for the cost of retirement benefits;

· the amount of basic pay; and

· if indicated in the payroll disbursement records, document the retirement plan under which the withholdings were made (CSRS or FERS). (Only employees covered by CSRS should be included in this compliance test. See FAM 817 for the FERS compliance test.)
	
	

	3.
For each item selected in 1, obtain the employee’s personnel file and note the following:

· employee hire date,

· amount of basic pay, and

· the retirement plan under which the employee is covered.
	
	

	4.
For each selection made in 1

(a)
Compare the amount of basic pay indicated in the employee’s personnel file with the amount indicated in the payroll records and obtain an explanation and examine support for any differences. (This procedure would be performed only if not already performed with other testing.) 

(b)
Calculate the amount of the withholdings for retirement costs based on 7 percent of basic pay for most executive branch employees (see note 2 for percentages for other employees) for the selected pay period and document the amount in the documentation. Compare to the actual amount withheld for the selected pay period and obtain an explanation and examine support for any differences. (5 U.S.C. 8334(a)(1)) 
	
	

	(c)  Determine whether the entity contributed an equal amount for the employee’s retirement for the selected pay period. Obtain explanation and examine support for any differences between the employee and entity contributions. (5 U.S.C. 8334(a)(1))
	
	

	5.
Determine whether amounts contributed by the entity are charged to the appropriation or fund used to pay the employee for the selected pay period by performing the following procedures:

(a)
Review the accounting codes indicated on the supporting documentation.

(b)
Determine whether the accounting codes used to record the entity contribution are the same as those used for the related payroll expenditure and whether the codes and amounts agree with those recorded in the budgetary accounting records.  (This step assumes other payroll testing would have included checking that the codes represent the proper appropriation.)

(c) Consider the procedures performed on the entity’s budget controls over summarization of expenditure balances as discussed in FAM 395 F.

If the auditor has assessed the entity’s controls as effective in achieving the control objective of summarization of expenditure balances, further procedures are not neces​sary to obtain assurance as to whether the entity’s contributions are paid out of the proper appropriation account.

If the auditor has assessed the controls as ineffective, the auditor should perform procedures to determine whether the entity has properly summarized the expenditure balances as described in FAM 495 B. (5 U.S.C. 8334 (a)(1))
	
	

	6.    Determine whether the entity has effective internal controls over the proper summarization of (a) the amounts withheld from employees for retirement costs under the law, and (b) the entity contributions for remittance to Treasury. If the entity does not have effective controls for summarization, test the summarization of the totals that include the items selected for testing in step 1.
	
	

	7.
Compare the combined totals of employee withholdings and entity contributions that include each selection made in step 1 to the deposit made to Treasury and the remittance sent to OPM and obtain an explanation and examine support for any differences.  The funds should be deposited in the Treasury to the credit of the Civil Service Retirement and Disability Fund. (5 U.S.C. 8334(a)(2))
	
	

	8.
If the entity does not appear to be in compliance based on the results of tests performed, the auditor should discuss these matters with OGC and, when appropriate, the Special Investigator Unit to conclude if noncompliance actually has occurred and the implications of such noncompliance. For any noncompliance noted, the auditor should

· identify the weakness in compliance controls that allowed the noncompliance to occur, if not previously identified during compliance control testing;

· report the nature of any weakness in compliance controls and consider modification of the opinion on internal control as appropriate (see FAM 580.32-.61);

·  consider the implications of any instances of noncompliance on the financial statements; and

·  report instances of noncompliance, as appropriate (see FAM 580.67-.75).
	
	

	9.
Document conclusions on compliance with each provision on Form 813 - Compliance Summary.
	
	


Note 1:
Employees employed before January 1, 1984, are generally covered by the Civil Service Retirement Act (CSRS) and on and after that date by the Federal Employees’ Retirement System Act (FERS) , although some CSRS employees may have opted for coverage under FERS. 
Note 2:
The percentage to be withheld for the service period after December 31, 2000, for (1) most executive branch employees is 7 percent; (2) Congressional employees, firefighters, and law enforcement  personnel is 7.5 percent; and    (3) Members of Congress is 8 percent. (5 U.S.C. 8334(a)(1))

Note 3:
If the auditor uses multipurpose testing for the compliance test and/or compliance control test and a substantive test of payroll expense details, the sample items for the compliance test and/or compliance control test should be selected by the auditor using the sampling method used for the substantive test. Otherwise, the auditor should select items using attribute sampling, as discussed in FAM 460.02.

As with all sampling applications, the auditor should consider the completeness of the population. For efficiency, the auditor should consider using records that were tested for validity and completeness (as well as the other financial statement assertions) in conjunction with substantive tests of payroll or other payroll related compliance tests.

Note 4:
If the entity outsources payroll processing, the entity remains responsible for compliance. Dividing responsibility for payroll processing activities between the entity and the service organization could make payroll testing more complicated, although the auditor should perform the same testing. The auditor may accomplish this testing with the assistance of the service organization’s auditor, who may issue an internal control report on the service organization under AU 324 (SAS 70). Another approach may be for the service organization’s auditor to assist the entity’s auditor by performing agreed-upon procedures at the service organization (e.g., substantive testing) under AT 201 (see FAM 660).
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