Audit Program


BACKGROUND

This program is designed to provide guidance in performing the review of capital costs and business expense.  Audit and Consulting has been engaged to perform a limited review of GTC’s Capital Costs and Business Expense accounting practices.   The scope of our work will include a review of capital cost additions and business meal expenses recorded between January and May of 2002.  The audit procedures will include interviews with key personnel, test of transactions for payment approval, and an examination of pertinent records and documentation for completeness,  accuracy and appropriateness.  

Professional judgment should be exercised in performing the procedures included in this program.  Procedures should be added or altered as deemed necessary under the circumstances. 

BUSINESS OBJECTIVE
The objectives are to: 

1. Ensure that only appropriate costs are capitalized in accordance with generally accepted accounting practices (GAAP) and company policy.

2. Determine if business meal expenses are appropriately reimbursed under company policy.  

3. Assess any gaps between company policies, regulatory (IRS) and/or accounting (GAAP) standards.
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	A 
	AUDIT REPORT
1. Prepare the audit report including introduction, business objectives, procedures and scope, audit issues and recommendations.

2. Discuss the report with the audit customer and document the exit meeting.


	

	B
	ADMINISTRATIVE & WRAP-UP   

1. Prepare audit checklist.

2. Prepare work papers for records management.

3. Send out the customer satisfaction survey.

4. Update final budget.

5. Perform and complete work paper review.

6. Hold lessons learned meeting and complete questionnaire.


	

	C
	AUDIT PLANNING

1. Send out an audit notification to the customer and other personnel as deemed necessary.

2. Conduct an entrance conference with the audit customer and discuss the following:

i. Audit Objective, Scope and Procedures

ii. Estimated Audit Duration including date of deliverable

iii. Customer’s resource availability

3. Prepare the following documents to the extent deemed necessary:

i. Planning analysis including the audit budget and staffing assignments

ii. Audit Process flow document(s)

iii. Engagement document 

iv. APG to accomplish audit objectives

v. Budget 


	

	D
	CORPORATE EXPENSE REIMBURSEMENT 

I. Corporate Expense Reimbursement Policy

a. Obtain an understanding of the Expense Policy

i. Obtain and review GTC Travel and Expense Guidelines and any other relevant corporate policies and procedures.

ii. Meet with appropriate Accounts Payable personnel.

b. Testing

i. Obtain a listing of all GTC Field Personnel  (discuss problematic positions with the GTC Controller and obtain a list of employees for those positions from Human Resources).

ii. Obtain all meal expense charges from January-May 2002 by month for selected GTC personnel. 

iii. Select a sample of 20% of the dollar population on a monthly basis for testing.

iv. For each item selected obtain source documentation and determine the accuracy and appropriateness of the expense. 

v. Document results in summary format including degree of compliance with GTC Travel and Expense Guidelines.

c. Expense Policy Gap Analysis

i. Obtain IRS guidelines governing Business Meal Expense Reimbursement.

ii. Determine if current GTC guidelines and practices meet IRS standards.

iii. Document any gaps.


	

	E
	COST CAPITALIZATION

II. Capital Costs Accounting Policy

a. Obtain an understanding of the Capital Costs Accounting Policy relating to plant-in-service additions. 

i. Obtain current policy or procedure for capitalizing versus expensing costs.

ii. Meet with appropriate Accounting Personnel

iii. Obtain audited financials statements for the most recent year ended.

iv. Obtain any other relevant policies or procedures that contain criteria regarding accounting for Capital Costs (Yellow Book).

v. If possible, obtain external auditor work papers that may be applicable.

b. Identify all costs that impact the Capital Cost Additions 

i. Obtain a schematic of the Asset Management System that details system inputs.

ii. Determine if significant system inputs are appropriate and meet RUS and/or other policies/procedures for capitalizing costs. 

c. Testing

i. Obtain a detailed report of capitalized additions from January-May 2002 by month.  Report should identify the source/type of cost (i.e. Accounts Payable, Lawson HR (labor), etc.).

ii. Select a cross sample of 20% of the dollar population or at a minimum of 15 transactions, on a monthly basis for testing.

iii. Vouch each addition selected to source documentation and determine the appropriateness of the accounting treatment.

iv. Document results.

d. Capital Costs Policy Gap Analysis

i. Obtain an understanding of generally accepted accounting practices (GAAP) for determining capitalizing versus expensing costs.

ii. Obtain and review any relevant FASB.

iii. If possible, obtain information on the policies and procedures used by other joint owners.

iv. Determine if current GTC accounting policies and practices are in conformance with GAAP.

v. Document any gaps.


	









