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Engagement Strategies Email

• Email from our Engagement Strategies Department:
• Form 13

• Correlating Gateway-compiled files

• Form 7

• Form 9

• Goal: Returned to our Engagement Strategies Department 
within three weeks of your receiving the Engagement 
Planning Communication.



Form 13

• Per auditing standards, independence must be maintained by 
the audit agency and its auditors

• If nonaudit services are performed, safeguards must be in 
place to ensure independence is not impaired

• SBOA compiles Financial Statement and SEFA from 
information uploaded to Gateway

• Our safeguard: Form 13



Form 13



Form 13

• On this form, Management of the Governmental Unit takes 
responsibility for:
• Preliminary Financial Statements

• Financial Statement

• Required Supplementary Information (RSI)

• Other Information

• Notes to the Financial Statements

• Schedule of Expenditures of Federal Awards (SEFA)

• Notes to the SEFA



Form 13

• Examine all Gateway-compiled files for errors and differences

• If there are no errors and differences, initial each line and sign the 
form

• If there are errors and differences:
• Document the errors and differences to discuss with the engagement team

• Include this documentation in a separate attachment in your response to 
our Engagement Strategies Department

• Contact the Audit Coordinator copied on the engagement planning 
communication email to discuss the desired changes

• Do NOT make changes in the files



Forms 7 and 9

• Auditing standards require that auditors gain an 
understanding of:
• Industry, regulatory, and other factors affecting the governmental 

unit
• Nature of the governmental unit
• Objectives and strategies
• Related business risks
• Measurement and review of the governmental unit’s financial 

performance
• The governmental unit’s internal controls

• The Forms 7 and 9 allow us to gain this required 
understanding



Form 7

• A couple of things to keep in mind 

as you fill out the Form 7:
• This form assists us in gaining an 

understanding of your internal 

controls

• You only need to complete Part I of 

this form

• Parts II and III will be completed by 

the engagement team once they 

arrive on-site



Form 9

• A couple of things to keep in mind 

as you fill out the Form 9:
• This form assists us in gaining an 

understanding of the nature and 

environment of your unit

• You only need to complete Part I of 

this form

• Parts II and III will be completed by 

the engagement team once they 

arrive on-site



Form 9 Special Topics: Service Organizations

• Many entities outsource aspects of their business 
activities to organizations that provide services ranging 
from a specific task under the entity’s direction to 
replacing entire business units or functions

• Not all services are relevant to our engagement

• Relevant services are the services and the controls over 
them that affect the user entity’s financial information 
relevant to financial reporting

• Note: A one-time service would not make the organization 
a service organization, a reoccurring nature is required



Form 9 Special Topics: Service Organizations

• Examples of Services Needing to be Evaluated:
• Payroll processing services 

• Third party administrating for self-insurance plans

• Billing services for an enterprise activity

• Processing cash receipts via a lockbox system with a financial 
institution

• Collecting taxes

• Performing a unit’s condition assessments of infrastructure 
assets using the modified approach

• Performing the annual inventory and valuation of capital assets



Form 9 Special Topics: Service Organizations

• Example of services that do NOT need to be evaluated
• AU-C 402.05: “This section does not apply to services that are limited to 

processing an entity's transactions that are specifically authorized by the 
entity, such as the processing of checking account transactions by a bank 
or the processing of securities transactions by a broker (that is, when the 
user entity retains responsibility for authorizing the transactions and 
maintaining the related accountability). In addition, this section does not 
apply to the audit of transactions arising from an entity that holds a 
proprietary financial interest in another entity, such as a partnership, 
corporation, or joint venture, when the partnership, corporation, or joint 
venture performs no processing on behalf of the entity.”



Form 9 Special Topics: Related Parties

• Related parties include:
• Members of the governing body

• Administrative officials

• Immediate family members of the governing body and officials

• Employee Benefit Trusts managed by the governmental unit or 
for which unit’s management is the trustee

• Holding Corporations/Building Corporations



Form 9 Special Topics: Related Parties

• Types of Related Party Transactions include:
• Receiving or furnishing of goods, services, or facilities

• Sale, purchase, exchange, or leasing of property

• Transfer or receipt of income or assets

• Other transactions including side agreements, implicit or 
informal understandings, or other agreements



Forms 7 and 9

• We will include information that was provided to us during 
your prior engagement

• Review the information for accuracy to the best of your 
knowledge

• Make necessary modifications in either a highlighted font, or 
a different-colored font
• Do not delete information; rather, use the strikethrough function

• You may attach and refer to any documents that provide 
further context on, or that answer any questions
• Please include these documents in your return email to our 

Engagement Strategies Department



Letter of Instruction

• Further details the information regarding completion of the 
Forms 7, 9, and 13

• Recommended first resource to answer questions about these 
forms



Questions?
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