2008 FTA Motor Fuel Tax Annual Conference

= Accounting & Tax Systems Audits

= Audit Quality and Efficiency Standards



Focusing On Planing

Pre Audit Interviews
® Documenting ISP Procedures
m Establishing Timeframes
m Technical resources
m Hstablishing need for test data and additional data
m Hstablish control accounts
System Review
Procedures manuals

Internal Controls
® Data Integrity
Data Reviews /Access to all data
® [mages
m Electronic data
= Non-electronic paper records



E-Audit Survey
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Samples of Interview Questions

ELECTRONIC ATUDITING INTERVIEW TEAINING QUEETIONS
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ELECTRONIC AUDITING INTERVIEW TEAINING QUEETIONS
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Preparing For Systems / EAuditing

Ability to access filed tax returns electronically in detail and
create downloads of data.

Filter and Sort data by schedule type
Database(s) of taxpayer licenses

Standard matching by taxpayer designation simple mapping tools
& header creation

Procedures for documenting tax decision rules
Procedures for testing tax decision matrix

Data Import requirements and abilities

Data Integrity testing requirements

Standardized work paper preparation software (inc. TPI)
Up-load of results, amended returns



Preparing For Systems / EAuditing

Test to determine transaction situs

Tests to determine adherence to procedures
Tests to determine effectiveness of controls
Tests to determine the application of tax rates
Tests analyzing exemptions

Tests analyzing credits Claimed

Evaluation accounting adjustments.

Establishing the use of Test results to determine scope
of work and potential adjustments

Materiality
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= Audit Quality and Efficiency

m Section 1 — Definitions for Pre-Audit Planning,
Analysis and Audit Scope

m Subsection 1.01 Performed pre-audit planning and
analysis

m Subsection 1.02 The auditor prepared and
completed an industry specific audit plan and pre-
audit interview questions

m Subsection 1.03 Communication with PGM to
discuss audit scope



Section 2 — Field Work, Write Up and
Documentation

m Subsection 2.01 Evaluation of taxpayer’s
accounting system, accounting procedures, and
iInternal controls

m Subsection 2.02 Data integrity tests were utilized
and all records were examined for adequacy

m Subsection 2.03 All records were analyzed for tax
exposure

m Subsection 2.04 Auditing methods utilized were
appropriate, valid, properly applied, and explained



m Section 2 — Field Work, Write Up and
Documentation (continued)

m Subsection 2.05 Estimation method utilized was
appropriate, valid, properly applied, and explained

m Subsection 2.06 Exhibits and workpapers are clear
and mathematically correct

m Subsection 2.07 Materiality was considered
throughout the audit

m Subsection 2.08 Taxpayer and PGM were updated
throughout the audit



m Section 2 — Field Work, Write Up and
Documentation (continued)

m Subsection 2.09 All audit procedures and all audit
Issues were clearly identified and referenced
throughout the audit file

m Subsection 2.10 Taxpayer organizational structure,
accounting records, and Florida activity are clearly
identified in the SAR

m Subsection 2.11 All unagreed issues were fully
explained and appropriately documented

m Subsection 2.12 DR-815 was properly documented



m Section 3 — Application of Tax Law to Issues
and Circumstances

m Subsection 3.01 Technical research was
performed for all audit issues

m Subsection 3.02 Issues were properly supported
with applicable statues and rules

m Subsection 3.03 Request for Technical Advice was
completed for unique and/or disputed Issues, If
applicable



m Section 4 — Administrative and Case
Management

m Subsection 4.01 Auditor protected all statutory
deadlines

m Subsection 4.02 ACM entries are accurate and
agree to audit file information

m Subsection 4.03 Scheduling of audit work was
managed effectively



m Section 5 — Efficient Time Utilization

This section scores how efficiently the audit was conducted. The
measurement for efficient time utilization is based on the
relationship between the actual hours charged to audit and the
adjusted budgeted hours for the assignment. Adjusted budgeted

hours are defined as budgeted hours plus or minus any
adjustments approved by the PGM.



The End
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