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CONVERSATION WITH TAZ

&Rhett/ aka Taz;:

| made a new friend at school today.
SReadlly that's great. What's his name? Billy.
@Yeah, | met himin “Time Out”



CONVERSATION WITH ZIGGY

&Waverly/ aka Ziggy:

©Poppie - | don’t believe that, you think I'm
Dumb.

&Waverly - Maybe a little!



CONVERSATION WITH ZIGGY

&Waverly/ aka Ziggy:

&Mimi, Gatlin, you are so cute.

S&Waverly - “Matt” is very cute.

&Poppie - Surely, he is not as cute as Poppie.

&Waverly - You're cute too, but not as cute as
Max (i.e. speaking of Max her dog!)



Weirdest Audit Year(s) Ever

Auditing (from the
Home Office)
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Practical Audit Implications

Covid Timeline

» March 13 — President Trump Declares COVID-19 a National Emergency
» March 17 — Administration Asks Congress to Send Americans Direct

Financial Relief
+ March 18 — AICPA issues a special report — Financial Reporting Considerations
» March 26 — Senate Passes CARES Act
* March 27 — President Trump Signs CARES Act Into Law
» April 3 = AICPA Issues an FAQ related to Covid Audit Issues
» April 13 - GASB Issues an Emergency Toolkit



Practical Audit Implications

Covid Timeline

» April 22 - Treasury issues first Frequently Asked Questions

+ May — GASB Issues Statement 95

+ May — AICPA Auditing Standards Board Issues SAS 141

* May 21 — United States and AstraZeneca Form Vaccine Deal

* June 30 — Fauci Warns New COVID-19 Cases Could Hit 100,000 a Day

* July 2 - GASB issues Accounting and Financial Reporting Guidance for CARES Act and Coronavirus
Diseases

» June 30, And as the rest of the U.S. and the World was concerned about social distancing, wearing
masks, and businesses were just trying to survive, the accounting/auditing profession had to deal
with a myriad of critical issues related to accounting and auditing.



April 3, 2020
Subject: Letter of Access for Essential Personnel
To whom it may concern:

This Letter of Access indicates that, as an employee of the State of Tennessee, Comptroller of the

Treasury, Jerry E. Durham, Assistant Director, Division of Local Government Audit, is
considered essential personnel during the ongoing COVID-19 outbreak and declared State of
Emergency in Tennessee. Employees who are classified as essential personnel are providing vital
services to State of Tennessee citizens as defined by Gov. Bill Lee’s Executive Orders 22 and 23
and may be granted access to perform the essential functions of their position. As an authorized

employee of the State of Tennessee, Comptroller of the Treasury, the individual will be able to
produce an identification badge with the name and image of the employee.

This letter is valid from April 3, 2020 until Gov. Lee revokes or terminates the Declared State of
Emergency in response to the outbreak of COVID-19.

Thank you for your cooperation. For validation purposes, please contact Lela Shadrick,
Comptroller of the Treasury Human Resources Manager, at 615.401.7927 or 615.210.2454.

Sincerely,

L P Lt

Justin P. Wilson
Comptroller of the Treasury




GASB Technical Bulletin 2020-1

 Audit Issues:

« Revenue Recognition

« Subsequent Events

« Operating or Nonoperating

» Loan Forgiveness

« Extraordinary or Special Item




AICPA — Covid Audit Issues FAQs

 Audit Issues:

* Inventory Observations
* Fraud Interviews

» Access to Records

« Confirmations

* Representation Letters
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Covid-19:

 Audit Issues:

* Audit Risk

* Risk of Fraud

* Internal Control
* Evidence

* Quality Control

GAO/GAGAS Audit Alert
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Treasury FAQs

» Grant Issues Examples:

* ...payroll expenses for public safety, public health,
health care, human services, and similar employees
whose services are substantially dedicated to mitigating
or responding to the COVID-19 public health
emergency...
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Tennessee Local Governments

* Audit Issues — Our Experience:

* Working at Home
* Revenue Recognition
* Duplication of Expenses

* Too much Revenue
Additional State Revenue

e Documentation Issues
 Access to Records
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Tennessee Local Governments

 And Then It Happened.:

* The American Rescue Plan
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THE AUDIT MUST GO ON!!

by Jim Arnette, Past AGA National President and
Director of the Division of Local Government Audit

@ Article in the Winter Edition of the Journal of Government Financial
Management

& The Audits Must Go On!

® A Story of Perseverance, Preparedness, Change and
Success During the Pandemic (page 56)



And the weird gets weirder!

ed

The New and Improv
Y@H@M/B@@k??

August, 9, 2021

Jerry E. Durham, CPA, CGFM, CFE
Gerry Boaz, CPA, CGFM, CGMA




April 14, 2021 Technical Update

2021 Technical Updates to the 2018 Revision of Government
Auditing Standards

The following technical updates have been made to the 2018
revision of Government Auditing Standards (known as the
Yellow Book). These technical updates to the 2018 revision of
Government Auditing Standards are effective upon issuance.

17



April 14, 2021 Technical Update

2018 Revision of Government Auditing Standards 2021 Technical Updates

1.02 The concept of accountability for use of public resources and 1.02 The concepl of accountability for use of public resources and
government authority is key to our nation’s governing processes. govemment authority is key o our nation’s governing processes.
Management and officials entrusted with public resources are Management and officials entrusted with public resources are
responsible for carrying out public functions and providing service responsible for carrying out public functions and providing service
to the public effectively, efficiently, economically, and ethically lic effectively, efficiently, economically, ethically, and
within the context of the statutory boundaries of the specific ithin the context of the statutory boundaries of the
government program. spesiie=gbvernment program.

=
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April 14, 2021 Technical Update

3.83 Auditors who previously provided nonaudit services for an
entity thal is a prospective subject of an engagement should
evaluate the effect of those nonaudit services on independence
before agreeing to conduct a GAGAS engagement. If auditors
provided a nonaudit service in the period to be covered by the
engagement, they should (1) determine if GAGAS expressly
prohibits the nonaudit service; (2) if audited entity management
requested the nonaudit service, determine whether the skills,
knowledge, and experience of the individual responsible for
overseeing the nonaudit service were sufficient; and (3) determine
whether a threal to independence exists and address any threals
noted in accordance with the conceplual framework.

3.83 Auditors who previously provided nonaudit services for an
entity thal is a prospective subject of an engagement should
evaluate the effect of those nonaudit services on independence
before agreeing to conduct a GAGAS engagement. If auditors
provided a nonaudit service in the period to be covered by the
engagement, they should (1) determine if GAGAS expressly
prohibits the nonaudit service; (2) if audited entity management
I—:--—- - —-—--—-—] ice, determine whether the skill,

2, OF experience of the individual responsible for

gths nonay grvice was sufficient; and (3) determine
whether a threat to inde pendence exists and address any threals
noted in accordance with the conceptual framework.
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April 14, 2021 Technical Update

g.azif mtemal l::mlml is Elgl'llfI-E:El'll to the audit objectives,
Hete LEEE afive components of internal
4 are significant to the audit
e mtErnaI control are generally
reIE'u'ant I:rul not all components may be significant to the audit
objectives. This determination can also identify whether specific
controls are significant to the audit objectives. Determining which
internal control components and principles and/or specific controls
are significant to the audit objectives is a matter of professional

judgment.

8.42 If internal control is significant to the audit objectives,
auditors determine which of the five components of internal
mntrnl are significant to the audit objectives, as all components of

ait objectives.

identify the underlying principles, control objeclives, or s
controls that are significant to the audit objectives. Determining
which internal control components, principles, control objectives,
and/or specific controls are significant to the audit objectives is a

matter of professional judgment.

8.49 If intemnal control is determined to be significant to the audit
objectives, auditors should assess and document their
assessment of the design, implementation, and/or operating
effectiveness of such internal contral to the extent necessary o
address the audit objectives.

8.49 If intemnal control is determined to be significant to the audit
objectives, auditors should plan and perform audit procedures to
assess internal control o the extent necessary to address the
audit objectives.
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April 14, 2021 Technical Update

9.30 If some but not all internal control mmpnne nts are significant 'E Eﬂ Wl‘lEl‘l rEpc:rlmg on the smpe of their work on mlemal mnlml.

to the audit objectives, t
scope those internal con
that are significant to thelase

9.32 Control components and underlying principles that are not
considered significant to the audit objectives may be identified in
the scope if, in the auditors’ professional judgment, doing so is
necessary to preclude a misunderstanding of the breadth of the
conclusions of the audit report and Lo clarify that control
effectiveness has not been evaluated as a whole. Auditors may
also identify and describe the five components of internal control
s0 that report users understand the scope of the work within the
context of the entity’s internal control system.

and undeﬂwng pnnmpleﬁ thal are not mnsldered slgnlﬁcant o the
audit objectives may be identified in the scope if, in the auditors’
professional judgment, doing so is necessary to prar::lucle a
misunderstanding of the breadth of the conclusions of the audit
report and to clarify that control effectiveness has not been
evaluated as a whole. Auditors may also identify and describe the
five components of internal control so that report users
understand the scope of the work within the context of the entity’s
internal control system.
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May 2019

July 2019

July 2019

Effective for audits of financial statements for periods ending on
or after December 15, 2020. (12/31/20 or June 30, 2021)
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200, 320, 450

800, 805, 810

Effective for audits of atements for perie
15, 2020. (12/31/20 or




Topic

Audit Evidence

Auditing Accounting
Estimates/Disclosures

AU- C Section
Affected

Various

Various

July 2020

July 2020

Effective
Date

12/31/22
or 6/30/23

12/31/23

or 6/30/24










BB AN ; r

Auditor reporting, including key audit matters 700, 701(new), 705, 706

135 Omnibus SAS addressing related party 260, 550

transactions and significant unusual
transactions
136 EBP ERISA audits 703 (new)
137 Other information 720
138 Description of materiality
- 139-140 Conforming amendments to other AU-C 720, 725, 800, 805, 810,

sections with reporting requirements 930, 935, 940
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B EmphasisofMatter

presented either directly before or after the “Key Audit Matters”

section, based on the auditor’s judgment about the relative
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Omnibus SAS addressing related party
transactions and significant unusual
transactions

Other information

Description of materiality

Conforming amendments to other AU-C
sections with reporting requirements

720, 725, 800, 805, 810,
930, 935, 940
















« Communicate with TCWG or the Audit Committee (or at least its chair) about their
~understanding of significant transactions with related parties, and whether TCWG have
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~ SAS 135, Omnibus Statement

s otherwise appear to-be:unusual” within the context of Fraud. AU-C 240 -

......................................................................................................................................................






~ SAS 135, Omnibus Statement

......................................................................................................................

st May, tapplicable, ask whether:a ransaction Wit related parly was conducted.on . o oo















139-140

EBP ERISA audits
Other information

Description of materiality

Conforming amendments to other AU-C
sections with reporting requirements

703 (new)

720

720, 725, 800, 805, 810,
930, 935, 940




ERISA limited scope Electing to exclude

audit now referred to certain investments
as an ERISA section no longer considered
103(a)(3)(C) audit a scope limitation













Other information

Description of materiality

' 139-140 Conforming amendments to other AU-C 720, 725, 800, 805, 810,
sections with reporting requirements 930, 935, 940
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Description of materiality

' 139-140 Conforming amendments to other AU-C 720, 725, 800, 805, 810,
sections with reporting requirements 930, 935, 940
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Description of materiality

139-140 Conforming amendments to other AU-C 720, 725, 800, 805, 810,
sections with reporting requirements 930, 935, 940













Appendix A — Overview of Reporting Requirements

The following table provides an overview of the reporting requirements depending on the special purpose framework:

Cash Basis

Tax Basis

Regulatory Basis

Regulatory Basis
(General Use)

Contractual Basis

Other Basis

Opimons

Single opinion
on special

purpose
framework

Single opinion
on special

purpose
framework

Single opinion
on special

purpose
framework

Dual opinion on special
purpose framework and
generally accepted
accounting principles’

Single opimion on

special purpose
framework

Single opmion on special
purpose framework

Description of purpose for
which special purpose financial
statements are prepared’

Mo

Mo

Yes

Yes

As required by paragraph . f 9aii]
2hi;

Emphasis-ot-matter paragraph
alerting readers regarding the
preparation in accordance with
a special purpose framework’

Other-matter paragraph
including an alert restricting
the use of the auditor’s report?

As required by seetor D05

hebirclitor et
Commication paragraph
21c

Exhibat A [Mustrations













Description of materiality

139-140 Conforming amendments to other AU-C 720, 725, 800, 805, 810,
sections with reporting requirements 930, 935, 940






















S D DD D L DD L D D L D




-Example Letter — Compliance and Internal Control




 Example Letter — Compliance and Internal Control |













Topic

Audit Evidence

Auditing Accounting
Estimates/Disclosures

AU- C Section
Affected

Various

Various

July 2020

July 2020

Effective
Date

12/31/22
or 6/30/23

12/31/23

or 6/30/24
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Audit Evidence

Extant objective:

* “The objective of the auditor is to design and
perform audit procedures that enable the
auditor to obtain sufficient appropriate audit
evidence...”

Proposed objective:

* “The objective of the auditor is to evaluate
Information to be used as audit evidence,
Including the results of audit procedures, to
inform the auditor’s overall conclusion about
whether sufficient appropriate audit evidence
has been obtained.”

Audit Evidence
“Information used by the
auditor in arriving at the
conclusions on which the
auditor’s opinion is based.
Audit evidence is
information to which audit
procedures have been
applied and consists of
information that
corroborates or contradicts
assertions in the financial
statements.”



“The objective of
the auditor is to
design and perform
audit procedures

that enable the
auditor to obtain
sufficient
appropriate audit
evidence...”
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Accuracy

As a basis for concluding
whether sufficient appropriate
audit evidence has been
obtained, the objective of the
auditor is to evaluate
information to which audit
procedures have been applied
to determine whether such
information is appropriate
audit evidence.

Audit evidence should be
considered notwithstanding
the source from which it is
obtained or the method used
to obtain the information.













Topic

Audit Evidence

Auditing Accounting
Estimates/Disclosures

AU- C Section
Affected

Various

Various

July 2020

July 2020

Effective
Date

12/31/22
or 6/30/23

12/31/23

or 6/30/24







-------- Intended to enable

auditors to
appropriately
address the
increasingly complex
scenarios that arise

from new
accounting
standards that
include estimates




SAS 143, Auditing Accounting Estimates and
Related Disclosures

Issued July 2020

Effective for audits of financial statements for periods ending on or
after December 15, 2023

« Supersedes AU-C section 540

« Converges with ISA 540 (Revised), Auditing Accounting Estimates
and Related Disclosures

« Addresses the auditor’s responsibilities relating to accounting
estimates, including fair value accounting estimates, and related
disclosures in an audit of financial statements.

Effective for periods
ending on or after
December 15, 2023




SAS 143, Estimates: Fundamental Aspects

— Emphasizes that further audit procedures need to be responsive
to the reasons for the assessed risks of material misstatement at
the relevant assertion level

— Emphasizes the importance of the auditor’s decisions about
controls relating to accounting estimates by providing estimates-
specific guidance on relevant requirements in other AU-C
sections

— Requires the auditor to evaluate, based on the audit procedures
performed and the audit evidence obtained, whether the
accounting estimates and related disclosures are reasonable In
the context of the applicable financial reporting framework.

Consistent with the
risk assessment
project to revise AU-C
315 currently in
process
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