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(i) Capitalizing the direct loadings on
labor and material costs;

(ii) Distributing transportation costs
and other expense clearing accounts;
and

(iii) Capitalizing overhead costs;
(5) The tests of depreciation;
(6) A review of agreements such as

those relating to acquisitions, property
sales, and leases which affect the plant
accounts; and

(7) Notations, if applicable, of RUS
approval of property sales and the pro-
priety of the disposition of the pro-
ceeds.

§ 1773.40 Regulatory assets.

The CPA’s workpapers must docu-
ment whether all regulatory assets
comply with the requirements of SFAS
No. 71. For electric borrowers only, the
CPA’s workpapers must document
whether all regulatory assets have re-
ceived RUS approval.

[59 FR 660, Jan. 6, 1994]

§ 1773.41 Extraordinary retirement
losses.

The CPA’s workpapers must contain
an analysis of retirement losses, in-
cluding any required approval by a reg-
ulatory commission with jurisdiction
in the matter, or RUS, in the absence
of commission jurisdiction.

§ 1773.42 Clearing accounts.

The CPA’s workpapers must contain
an analysis of all clearing accounts.
Based upon the CPA’s determination of
materiality, an appropriate sample of
transactions should be selected for
testing. The CPA’s workpapers must
document that transactions were re-
viewed for proper allocation between
expense and capital accounts.

§ 1773.43 Capital and equity accounts.

(a) Capital stock. For privately owned
companies, the workpapers must in-
clude analyses of all stock transactions
during the audit period. Based upon the
CPA’s determination of materiality, an
appropriate sample of transactions
must be selected for testing. The CPA’s
workpapers must document that he/
she:

(1) Reviewed the subsidiary records
and reconciled them to the general
ledger control account;

(2) Reviewed authorizations and
issuances or redemptions of capital
stock for proper approvals by the board
of directors, stockholders, and regu-
latory commissions;

(3) Determined that transactions
were made in accordance with the ap-
propriate provisions of the articles of
incorporation, bylaws, and RUS loan
documents; and

(4) Determined that transactions
were recorded in accordance with the
Uniform System of Accounts.

(b) Memberships. For cooperative or-
ganizations, the workpapers must in-
clude an analysis of the membership
transactions during the audit period.
Based upon the CPA’s determination of
materiality, an appropriate sample of
transactions must be selected for test-
ing. The CPA’s workpapers must docu-
ment that he/she:

(1) Reviewed the subsidiary records
and reconciled them to the general
ledger control account; and

(2) Determined that transactions
were made in accordance with the ap-
propriate provisions of the articles of
incorporation, bylaws, and RUS loan
documents.

(c) Patronage capital, retained earn-
ings, margins, and other equities. The
workpapers must include an analysis of
the patronage capital, retained earn-
ings, margins and other equities, and
any related reserve accounts. Based
upon the CPA’s determination of mate-
riality, an appropriate sample of trans-
actions must be selected for testing.
The CPA’s workpapers must document
that he/she:

(1) Determined that the transactions
were made in accordance with the ap-
propriate provisions of the articles of
incorporation, bylaws, RUS loan docu-
ments, Uniform System of Accounts, or
orders of regulatory commissions;

(2) Traced payments to underlying
support; and

(3) Determined whether, under the
terms of the RUS security instrument,
restrictions of retained earnings or
margins are required and, if so, wheth-
er they have been properly recorded.

VerDate 11<MAY>2000 05:19 Jan 20, 2001 Jkt 194020 PO 00000 Frm 00919 Fmt 8010 Sfmt 8010 Y:\SGML\194020T.XXX pfrm02 PsN: 194020T


