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(2) Explained the method used in 
computing the cost of units of plant re-
tired if continuing property records 
have not been established and deter-
mined whether costs appeared reason-
able; and 

(3) Determined the manner in which 
net losses due to retirements were ac-
counted for and traced clearing entries 
to the depreciation reserve, the plant 
accounts, and the continuing property 
records. 

(e) Provision for accumulated deprecia-
tion. The CPA’s workpapers must in-
clude an analysis of transactions. 
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) Verified the depreciation accruals 
for the period, including the deprecia-
tion base; 

(2) Reviewed the basis of the depre-
ciation rates, any change in rates and 
the reason therefor, and, if appropriate, 
determined whether the rates are in 
compliance with RUS requirements or 
with the requirements of the state reg-
ulatory body having jurisdiction over 
the borrower’s depreciation rates; 

(3) Reviewed salvage and removal 
costs; and 

(4) Searched for unrecorded retire-
ments. 

(f) Other reserves. The CPA’s 
workpapers must include an account 
analysis for all other material plant re-
serves, such as the reserve for the am-
ortization of plant acquisition adjust-
ments. Based upon the CPA’s deter-
mination of materiality, an appro-
priate sample of transactions must be 
selected for testing. The CPA’s 
workpapers must document that appro-
priate tests of transactions were per-
formed. 

(g) Narrative. The CPA must prepare 
and include in the workpapers a com-
prehensive narrative on the scope of 
work performed, observations made, 
and conclusions reached. Specific mat-
ters covered in this narrative must in-
clude: 

(1) The nature of construction and 
other additions; 

(2) The control over, and the accu-
racy of pricing retirements; 

(3) The accuracy of distributing costs 
to classified utility plant accounts; 

(4) An evaluation of the method of: 
(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: 
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(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.

§ 1773.44 Long-term debt. 
The CPA’s workpapers must docu-

ment that he/she: 
(a) Confirmed RUS, FFB, and RTB 

debt to the appropriate confirmation 
schedule (RUS Form 690, Confirmation 
Schedule Obligation to the FFB as of: 
or Form 691, Confirmation Schedule—
Long-term Obligation to RUS as of; or 
RTB Form 12, Confirmation Schedule); 

(b) Confirmed other long-term debt 
directly with the lender; 

(c) Examined notes executed or can-
celed during the audit period; and 

(d) Tested accrued interest computa-
tions.

§ 1773.45 Regulatory liabilities. 
The CPA’s workpapers must docu-

ment whether all regulatory liabilities 
comply with the requirements of SFAS 
No. 71. For electric borrowers only, the 
CPA’s workpapers must document 
whether all regulatory liabilities have 
received RUS approval. 

[59 FR 660, Jan. 6, 1994]

§§ 1773.46–1773.49 [Reserved]

PART 1775—TECHNICAL ASSIST-
ANCE AND TRAINING GRANTS

Sec.
1775.1 General. 
1775.2 [Reserved] 
1775.3 Objectives. 
1775.4 Definitions. 
1775.5 Source of funds. 
1775.6 Allocation of funds. 
1775.7 Eligibility. 
1775.8 Purpose. 
1775.9 [Reserved] 
1775.10 Limitations. 
1775.11 Equal opportunity requirements. 
1775.12 Environmental requirements. 
1775.13 Preapplications. 
1775.14 Priority. 
1775.15 [Reserved] 
1775.16 Application processing. 
1775.17 [Reserved] 
1775.18 Grant approval and obligation of 

funds. 
1775.19 Fidelity bond. 
1775.20–1775.21 [Reserved] 
1775.22 Fund disbursement. 
1775.23 Grant cancellation or major 

changes. 
1775.24 Reporting. 
1775.25 Audit. 
1775.26 Grant Agreement. 
1775.27 Grant servicing. 
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