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         NOTE
     
Address to the same
     
individual who would

     
sign a mgmt. rep. letter.

     
Dear      :


This letter is to confirm with you the telephone conversation of      , at which time       discussed with       the beginning of an agreed-upon procedures engagement by our office for the fiscal year ended June 30,      .

A draft of the agreed-upon procedures report which we expect to issue is attached to this letter. This report is intended solely for the information and use of the Governor and of the (governing body and) management of (the)       and is not intended to be and should not be used by anyone other than these specified parties.  The procedures described in the draft report, which have been agreed to by management, were selected to assist you in evaluating the performance of  
(the Agency)       for the fiscal year ended June 30, 20     , in the areas addressed. Management is responsible for its financial records, internal controls and compliance with State laws and regulations. 

This agreed-upon procedures engagement will be conducted in accordance with attestation standards established by the American Institute of Certified Public Accountants. This engagement does not constitute an audit conducted in accordance with generally accepted auditing standards and does not lead to the expression of an auditor's opinion on financial statements prepared in accordance with generally accepted accounting principles. 

The procedures that we will perform are detailed in the attached draft report. The sufficiency of these procedures is solely the responsibility of management. Consequently, we make no representation regarding the sufficiency of the procedures described in the draft report for the purpose for which it has been requested or for any other purpose. Some of the procedures (e.g., analytical procedures) performed during the engagement are associated with materiality levels. We have defined materiality as follows:

Fund
Receipts

Expenditures
General Fund:
(Tolerable Mistatement)
(Tolerable Mistatement)


Earmarked Fund:
(Tolerable Mistatement)
(Tolerable Mistatement)


Restricted Fund:
(Tolerable Mistatement)
(Tolerable Mistatement)

Federal Fund:
(Tolerable Mistatement)
(Tolerable Mistatement)
The concept of materiality does not apply to findings to be reported in the agreed-upon procedures engagement unless the definition of materiality is agreed to by the specified parties.  The specified parties have agreed that the following deficiencies will not be included in the State Auditor’s Report on Applying Agreed-Upon Procedures (AUP):

· Clerical errors of less than $100 related to processing cash receipts and cash disbursements (payroll and non-payroll) transactions (unless there is an indication that the error is systematic).

· Clerical errors of less than $100 related to reporting packages (unless there is an indication that the error is systematic).

· Errors in applying account coding definitions to accounting transactions unless it is determined that 10 percent or more of the accounting transactions tested were found to be in error.

· Reporting Packages which are submitted less than 3 business days after the due date unless it is determined that 20 percent or more of the reporting packages were submitted late.
· Submission of the Schedule of Federal Financial Assistance less than 3 business days late.
Even though the above described deficiencies will not be reported to management in the AUP report they will be reported orally to management and documented on a “Discussed with Management” form.
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     , along with       members of our staff, will start the engagement on       at         a.m.  We would appreciate very much your making available adequate working space for our team.  We respectfully request that the documents and other information listed on the attached sheets, labeled engagement requirements, be provided or made available to the team as soon as possible.  As the engagement progresses, they will need access to other information, including general accounting records, receipts, and disbursement vouchers; payroll, personnel, and leave records; receivables; purchasing records, etc.  This information will be requested, as needed, during the fieldwork.

Our auditors look forward to working with your staff to accomplish our objectives with minimal disruption of your normal operations.


Should you have any questions, please contact       at our office. The phone number is 253-4160, ext.      . 


Yours very truly,


     

Audit Manager

      /     
Enclosure

Please indicate your agreement to these arrangements by signing the attached copy of this letter and returning it to us.

                                 
         NOTE
     
Names and titles of 


individual(s) who


would sign a mgmt.


rep. letter.
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Engagement Requirements

1.
Documents Needed (General):


a.
Chart of Accounts


b.
External Audit Reports Other than State Audits


c.
Board and Committee Minutes, Including Executive Sessions (if kept)


d.
Current Organizational Chart

2.
Cash Balances

(1)
Year-end reconciliations of all accounts including composite reservoir and State Treasurer accounts.  We also require the July 31 reconciliations.


(2)
Listings, with appropriate references, to support all reconciling items.

3.
Copies of all reporting packages submitted to the Comptroller General for the year ended June 30, 20     .  We will need access to any supporting workpapers you created in preparing the reporting packages.

4.
Copy of the schedule of federal financial assistance submitted to the State Auditor for the year ended June 30, 20     .  We will need access to any supporting workpapers you created in preparing the schedule.

5.
We would appreciate a briefing for the team giving the general facts about your financial operations.  This would expedite our understanding of your systems, reports, and assigned areas of responsibility.
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