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Presenter
Presentation Notes
The Uniform Guidance, which is in Title 2 of the Code of Federal Regulations (CFR), Part 200, is officially known as the Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.  Issued on December 26, 2014, these are regulations binding on the Department, its grantees, and subgrantees, and they replace eight Office of Management and Budget (OMB) Circulars.   This presentation is part of a series of training modules prepared to assist ED staff, grant recipients, and our Federal partners in implementing the Uniform Guidance.  The Uniform Guidance is organized to align with the different stages of the grant cycle, from pre-award to post-award.Subpart A: Acronyms and DefinitionsSubpart B: General ProvisionsSubpart C: Pre-Federal Award Requirements and Contents of Federal AwardsSubpart D: Post Award RequirementsSubpart E: Cost PrinciplesSubpart F: Audit RequirementsAppendices III through V and VII: Indirect Costs and Allocation PlansAppendix XI: Compliance Supplement For a broader presentation on the various aspects of the Uniform Guidance go to http://www2.ed.gov/policy/fund/guid/uniform-guidance/index.html. 
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Audits and Accountability 

 Audits are one of several tools available for assessing grantees’ 
performance and ensuring accountability.  The information they 
yield is valuable because it is based on a systematic process of 
objectively obtaining and assessing evidence to determine if 
grantees’ actual programs or operations meet established criteria. 

 The use of audit data is an important aspect of implementing the 
goal of improving program efficiency through comprehensive risk 
management and grant monitoring

Presenter
Presentation Notes
High quality audits provide key information to stakeholders and the public to maintain accountability and transparency, help improve program performance and operations, reduce costs, and facilitate decision-making.Audits are an essential component of grant monitoring, as they contain information on how grantees meet a wide range of administrative, fiscal, and performance requirements. Laws, contracts, and grant agreements frequently require that audits be conducted in accordance with the Government Auditing Standards, issued by the Government Accountability Office (GAO).  Two types of audits covered by those standards are financial audits and performance audits.Financial Audits are primarily concerned with providing reasonable assurance that financial statements are presented in all material respects in conformity with Generally Accepted Accounting Principles (GAAP), or with a comprehensive basis of accounting other than GAAP.Performance Audits present an objective and systematic examination of evidence to provide an independent assessment of the performance and management of a program.  The evidence is compared against criteria.  Performance audits provide information to improve program operations and facilitate decision-making by parties with responsibility to oversee or initiate corrective action, and improve public accountability.  Performance audits encompass a wide variety of objectives, such as assessing program effectiveness and results; internal control; and compliance with legal or other requirements.    
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Single Audits: Common Issues

Over the years, the audit community and Federal agencies have 
been interested in: 
 Improving the quality of Single Audits
 Eliminating the recurrence of findings among some auditees

 Encouraging effective techniques in following up on audit 
findings and using audit data in administering grants

The Uniform Guidance addresses these issues.

Presenter
Presentation Notes
Quality of Single Audits.  A 2007 Federal study of Single Audits, the “National Single Audit Sampling Project”, showed significant problem with the quality of audits. Some of the problems identified include:Lack of understanding and testing of internal controlsImproper use of the OMB Compliance Supplement or compliance testing problemsInadequate or missing audit documentationProblems with the level of detail in findingsRecurrence of findings.  Because audits are due nine months after the end of an organization’s fiscal year, findings may be reported in consecutive reports.  Timing issues aside, when complex and systemic issues are involved, requiring commitment of resources and coordination of corrective measures, it is not unusual for findings to be reported for several years.Follow-up on findings.  As a result of greater interest in Single Audits, and fewer resources available for site visits, greater attention is being given to how agencies use audit information in administering grants and in following up on repeat findings. 
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Uniform Guidance: Overview 

Prior to the issuance of the Uniform Guidance, the audit 
requirements relating to Single Audits were set forth in OMB 
Circular A-50, Audit Follow-up, OMB Circular A-133, and the 
Compliance Supplement to that Circular.  

The audit requirements resulting from the Uniform Guidance are  
found at 2 CFR 200, Subpart F, and Appendix XI.  

Presenter
Presentation Notes
OMB Circular A-50 sets forth the requirements for Federal agencies on all audit findings, including Single Audits.  It requires that audits should be resolved within six months of a report’s issuance. As noted below, the Uniform Guidance changes when the “six month clock” is considered to start.  The table of contents of 2 CFR 200,  Subpart F is provided below.Audits 200.501  Audit Requirements200.502  Basis for Determining Federal Awards Expended200.503  Relation to Other Audit Requirements200.504  Frequency of Audits200.505  Sanctions200.506  Audit Costs200.507  Program-specific AuditsAuditees 200.508 Auditee Responsibilities200.509 Auditor Selection200.510 Financial Statements200.511 Audit Findings Follow-up200.512 Report SubmissionFederal Agencies 200.513 Responsibilities200.521 Management DecisionsAuditors200.514 Scope of Audit200.515 Audit Reporting200.516 Audit Finding200.517 Audit Documentation200.518 Major Program Determination200.519 Criteria for Federal Program Risk200.520 Criteria for a Low-Risk AuditeeAppendix X – Audit Data Collection Form (SF-SAC)Appendix XI – Compliance Supplement
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Single Audits: Current Requirements, Basic Structure 

 Single Audits are the most widespread type of audits of Federal 
government programs. 

 Entities that expend a minimum (“threshold”) level of Federal funds are 
subject to audit requirements that are commonly referred to as Single 
Audits. The new threshold is $750,000 annually.

 Single Audits: 
 Are authorized under the Single Audit Act, as amended in 1996, and OMB guidance

 Use a risk-based approach to determine which Federal programs are covered

 Combine a financial audit and a compliance audit into one report

Presenter
Presentation Notes
The Uniform Guidance does not change most of the basic requirements related to Single Audits.  Except where otherwise noted, most of these requirements still apply.  Threshold.  The minimum level of expenditures of Federal funds is set by OMB. Before the issuance of the Uniform Guidance, the threshold was $500,000; it has been raised to $750,000.  Entities that expend less than the threshold are required to keep records available for review or audit by Federal agencies, pass through entities, or the GAO.    The Single Audit Act, as amended in 1996, authorizes Single Audits.  Auditors preparing Single Audits follow guidance issued by the Office of Management and Budget: (1) OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, and (2) the Compliance Supplement to the Circular, an annually updated, extensive compilation of key requirements the Federal Government considers to be part of a Single Audit.  The Compliance Supplement lists a combination of cross-cutting requirements and requirements specific to major Federal programs. These are the minimum standards the auditor should follow. Nothing prohibits, and auditors are encouraged to perform more testing and/or reporting, if necessary.A Single Audit provides an organization-wide examination of an entity expending Federal assistance received for its operations. The audit is typically conducted annually by an independent certified public accountant, and its objective is to provide assurance to the U.S. Government regarding the management and use of funds by such recipients as states, schools, universities and non-profits.  The Single Audit is intended to meet the basic audit needs of both the non-federal entity and Federal awarding agencies.  It combines the annual financial statement audit with additional audit coverage of Federal funds to assess compliance with program requirements.Financial component. The auditor examines a recipient’s financial records, financial statements, Federal award transactions and expenditures, the general management of its operations, internal control systems, and Federal assistance expended during the period covered by the audit, typically one fiscal year.Compliance component. The auditor gains an understanding of the internal control over compliance for each major program, assesses the control risk, and reports on internal controls over compliance with laws and regulations. The auditor gives an opinion on the entity’s compliance with laws, regulations, contract-provisions, and grant agreements pertaining to Federal awards that may have a direct and material effect on each of the major programs audited.
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Single Audit Requirements: Threshold Determinations

Single Audits follow a specific approach in assessing compliance, using OMB 
guidance in Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations, and its Compliance Supplement.  The audit has several steps:

 Which programs to test.  Each program is classified as major or not,  depending 
on a sliding scale that is related to the total level of Federal expenditures, and 
a minimum threshold amount per program.  

 What is the risk level for each program.  The auditor determines what is the risk 
of noncompliance that could be material to the Federal program.

 How much to test. The extent of expenditures tested varies, 

according to the auditee’s risk level.   

Presenter
Presentation Notes
Which programs to test. Programs are grouped based on dollars. Type A programs are those above the threshold.  Type B are those below. Risk Assessment.  The assessment of risk is based on the auditor’s study and understanding of operations and internal controls of the entity’s Federal programs.  A  number of factors are considered, such as audit history, internal control over Federal programs, the extent of oversight provided by the Federal government over the grantee, evidence or knowledge of fraud, and the inherent risk of the Federal program.  It is noteworthy that among the criteria that must be met in order to be considered low-risk, an entity must:Have timely Single Audits for the preceding two yearsHave unqualified audit opinions on financial statements and the Schedule of Expenditures of Financial Assistance, and Not have in the programs covered by the audit: Any findings of material weaknesses in internal controls over complianceAny findings of material noncompliance with laws, regulations, contract agreements, or grant agreementsAny known or questioned costs in excess of five percent of total Federal awards expended for a Type A program during the audit periodHow much to test.  The extent of testing of an auditee’s expenditures depends on whether it is considered a Low-risk or High-risk (also called Not-Low-risk) grantee.  The Uniform Guidance decreases that amount, from 50 percent to 40 percent for Not Low-risk, and from 25 percent to 20 percent for Low-risk.  
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Single Audit Requirements: Audit Findings

Auditors are required to:
 Report instances of noncompliance relating to major programs 

identified in the OMB Compliance Supplement. 
 Report questioned costs above a threshold. 

 Provide in their findings sufficient detail for the auditee to 
prepare a corrective action plan and implement it, and for 
Federal agencies and pass-through-entities to arrive at a 
management decision.  

Presenter
Presentation Notes
What a Single Audit  finding should include:The criteria applied, the condition found, and the effect (consequences). The name of the Federal program, its Federal award identification, its Catalogue of Federal Domestic Assistance (CFDA) title and number (if available),  the name of Federal agency, and name of any pass-through entity providing fundsAny questioned costs, and how computedPerspective for judging the prevalence and consequences of the finding, whether it is an isolated instance or systemic problemRecommendations to prevent future occurrencesThe views of responsible officials responding to the auditThreshold for Reporting of Questioned Costs.  Auditors are to report questioned costs that have been specifically identified by the auditor, if they are above a certain threshold.  In assessing compliance, the auditor also considers the best estimate of total costs questioned (likely questioned costs). 
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Single Audit Requirements: Audit Submission

The audit report is due to the Federal Audit Clearinghouse (FAC) within nine 
months after the end of the entity’s fiscal period, or 30 days after the auditor 
provides the report to it, whichever is earlier. 

The complete report package has several parts:

 The Single Audit Data Collection Form

 The Financial Statements and a 
supplementary Schedule of Expenditures 
of Financial Assistance (SEFA)

 Auditor’s Report(s)

 A Summary Schedule of Prior Audit 
Findings

 A Corrective Action Plan

Presenter
Presentation Notes
Information submitted in the Single Audit Data Collection Form is available at the Internet Data Dissemination System maintained by the Federal Audit Clearinghouse at  https://harvester.census.gov/facweb/default.aspx/. The public can obtain a copy of an organization’s single audit by contacting its cognizant or oversight Federal agency, which provides a variety of technical assistance and quality control functions related to audits, 2CFR 200.513.  Single Audit Data Collection Form. The form provides contact information on the auditee and the auditor, including the cognizant or oversight agency, the type of opinions rendered by the auditor regarding the entity, whether the auditee is considered low-risk, the list of awards expended and which programs are major programs for the audit, and which programs have findings and questioned costs.Financial Statement. The financial statement should reflect the entity’s financial position, the results of operations or changes in net assets, and, where appropriate, cash flows for the fiscal year audited.Schedule of Expenditures of Federal Awards (SEFA) — This schedule shows at a minimum: (1) individual programs by Federal agency; (2) for awards received as a subrecipient, the name of the pass-through entity and identifying number assigned by the pass-through entity; (3) total Federal awards expended for each individual program and the CFDA number or other identifying number when the CFDA information is not available; (4) notes that describe the significant accounting policies used in preparing the schedule; (5) for pass-through entities, to the extent practical, the total amount provided to subrecipients from each program; and (6) either in the schedule or as a note to the schedule, the value of  Federal awards expended in the form of non-cash assistance, the amount of insurance in effect during the year, and loans or loan guarantees outstanding at year end.Auditor’s Reports. The Auditor’s report may be in the form of either combined or separate reports, addressing : (1) a Report on compliance for each major Federal program, in which an auditor provides an opinion on compliance requirements that have a direct and material effect on a major program; Report on Internal Control over Compliance in which the auditor reports the scope of their testing of internal control and the results of that testing based on the requirements of A-133 (the auditor would disclose significant deficiencies and/or material noncompliance in internal controls that were identified); and Report on Schedule of Expenditures of Federal Awards Required by A-133 in which the auditor opines on the SEFA being fairly stated in all material respects in relation to the financial statements; (2) a Report on the financial statements giving the auditor’s opinion on the fairness of the statements in accordance with Generally Accepted Accounting Principles (GAAP), (3) a Report on Internal Control over Financial Reporting, which discloses if the auditor found significant deficiencies and material weaknesses in internal control and if these instances of noncompliance with Federal laws and regulations may have a material effect on the financial statements, and (4) a Schedule of Findings and Questioned Costs, which discloses situations where the recipient did not comply with laws and regulations, where internal controls are deficient, or illegal acts or fraud occurred. Questioned costs are amounts that a recipient expended, but which the auditor determined were not permitted and must be returned to the Federal government.  Summary Schedule of Prior Audit Findings. In this Schedule the auditor follows up and reports about the recipient’s corrective action on any audit findings reported in prior years.Corrective Action Plan.  The Plan should include events planned or completed by the auditee to respond to an audit recommendation. The corrective action plan, which is included with the audit report, is also to include the name of a contact and anticipated completion date.  In the event the auditee disagrees, the plan includes an explanation and specific reasons.   
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Single Audit Requirements: Audit Follow-Up

 Federal agencies are required to issue timely management decisions 
on findings related to their programs and to ensure that grantees 
correct problems, and, as necessary, reimburse unallowable charges.  

 Non-federal entities passing through Federal funds to other 
organizations are also responsible for following up on            
findings in audits of their subgrantees. 

 A management decision on audit findings is due within six months 
after the audit report has been received by the FAC. 

Presenter
Presentation Notes
At ED, management decisions on audit findings and recommendations are made through Program Determination Letters. In reaching a decision, the letter considers the information provided by the auditee and the adequacy of any corrective measures taken or planned.  Subgrantees. Whether a Single Audit is required from a non-Federal entity receiving funds from an entity passing through Federal funds depends on whether there is a subrecipient relationship.  Since a non-Federal entity may simultaneously receive Federal funds through different relationships (recipient, subrecipient, or contractor), a determination must be made regarding the nature of that relationship. A Single Audit is required when there is a subaward relationship.  2 CFR 200.92 defines a Subaward as an award given by a pass-through entity to a subrecipient for the subrecipient to carry out part of a Federal award received by the pass-through entity. It does not include payments to a contractor or payments to an individual that is a beneficiary of a Federal program. A subaward may be provided through any form of legal agreement, including an agreement that the pass-through entity considers a contract.
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Uniform Guidance: 4 Key Changes

1. Strengthen oversight by focusing audits where there is greatest risk of waste, fraud, and 
abuse of taxpayer dollars.

2. Provide for greater transparency of audit results by making Single Audit reports 
available to the public online, removing impediments to their distribution, and increasing 
information in audit reports. 

3. Audit follow-up will focus more on higher questioned costs, with greater attention to 
timely issuance of management decisions, and ensuring quality of audits resolved, and 
avoiding the recurrence of audit findings.  2CFR 200.513

4. Strengthen Federal agencies’ use of the Single Audit process to support more efficient 
and effective grants management.  2 CFR 200.513

Presenter
Presentation Notes
Impact of raising audit threshold.  Once 2 CFR 220, subpart F, is implemented, it’s expected that 99.7 percent of all Federal  expenditures will be covered by Single Audits. This will vary by state and program.As for entities below the new $750,000 threshold, various provisions throughout the Uniform Guidance strengthen the overall level of oversight for non-Federal entities. These include: pre-award review of risks, standards for financial and program management, subrecipient monitoring and management, and remedies for noncompliance.Revisions focus audits on risk.  The Uniform Guidance directs auditors to focus more on programs that in the most recent period had a high-risk audit finding. These are defined as modified opinion, material weakness in internal control, or known or likely questioned costs exceeding 5 percent of total program expenditures.Audit burden.  Apart from raising the expenditure threshold to $750,000, the Uniform Guidance raises the threshold for Type A and B programs from $300,000 to $750,000.  It also reduces the percentage of expenditures the auditor is to test, whether a program is designated High-risk or low-risk, as follows: High-risk programs go from 50 percent to 40 percent of Federal expenditures Low risk programs from 25 percent to 20 percent of Federal expenditures
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Contact Information

 Tammy Pennington
540-633-5133, ext. 420
tammyp@nrcaa.org

If you have any questions, please feel free to contact me.

Presenter
Presentation Notes
The Department will provide overviews and presentations at upcoming conferences throughout the year. The Department is also developing more detailed training on specific topics. These opportunities will be announced as they become available.  Department staff will help grantees understand the transition. State grantees will help subgrantees understand the transition.
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