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(6) Inciude, in either the schedule or a note to the schedule, the value of the Federal awards eipended 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. While not required, it is preferable to present this information in the schedule.

§__.315 Audit findings follow-up.

(a) General. The auditee is responsibie for follow-up and corrective action on all audit findings. As part of this
responsibility, the auditee shall prepare a summary schedule of prior audit findings. The auditee shall also
prepare a corrective action plan for current year audit findings.. The summary schedule of prior audit findings and
the corrective action plan shall include the reference numbers the auditor assigns to audit findings under

§___ .510(c). Since the summary scheduie may include audit findings from muitiple years, it shall include the
fiscal year in which the finding initially occurred.

(b) Summary schedule of prior audit findings. The summary schedule of prior audit findings shall report the status
of ail audit findings included in the prior audit's schedule of findings and questioned costs relative to Federal
awards. The summary schedule shall also include audit findings reparted in the prior audit's summary schedule
of prior audit findings except audit findings listed as corrected in accordance with paragraph (b)(1) of this section,
or no longer valid or not warranting further action in accordance with paragraph (b){4) of this section.

(1) When audit findings were fully corrected, the summary schedule need only list the audit findings and state
that correcliVe4ction was taken.

(2) When audit findings were not corrected or were only partially corrected, the summary schedule shall describe
the planned corrective action as well as any partial corrective action taken.

(3) When corrective action taken is significantly different from corrective action previously reported in a
corrective action plan or in the Federal agency's or pass-through entity's management decision, the summary
schedule shall provide an explanation.

(4) When the auditee believes the -audit findings are no longer valid or da not warrant further action, the reasons
for this position shall be described in the summary schedule. A valid reason for consndenng an audlt finding as
not warranting further action is that all of the following have occurred:

(i) Two years have passed since the audit report in which the finding occurred was submitted to the Federal
clearinghouse;

(i) The Federal agency or pass-through entity is not currently following up with the auditee on the audit finding;
and .

(iiiy A management decision was not issued.

(c) Corrective action plan. At the completion of the audit, the auditee shall prepare a corrective action plan to
address each audit finding included in the current year auditor's reports. The corrective action plan shall provide

the name(s) of the contact person(s) responsibie for corrective action, the corrective action planned, and the ——
anticipated completion date. If the auditee does not agree with the audit findings or believes corrective action Is

not required, then the corrective action pian shall include an explanation and specific reasons.

§__ .320 Report submission.

(a) General. The audit shall be completed and the data collection form described in paragraph (b) of this section
and reporting package described in paragraph (c) of this section shall be submitted within the earlier of 30 days
after receipt of the auditor's report(s), or nine months after the end of the audit period, unless a longer period is
agreed to in advance by the cognizant or oversight agency for audit. (However, for fiscal years beginning on or
before June 30, 1998, the audit shall be completed and the data collection form and reporting package shall be
submitted within the earlier of 30 days after receipt of the auditor's report(s), or 13 months after the end of the
audit period.) Unless restricted by law or regulation, the auditee shail make copies available for public inspection.

(b) Data Collection. (1) The auditee shall submit a data collection form which states whether the audit was
completed in accordance with this part and provides information about the auditee, its Federal programs, and the
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results of the audit. The form shall be approved by OMB, available from the Federal clearinghouse designated by

OMB, and include data elements similar to those presented in this paragraph. A senior level representative of the

auditee (e.g., State controller, director of finance, chief executive officer, or chief financial officer) shall sign a

statement to be included as part of the form certifying that: the auditee complied with the requirements of this (‘
part, the form was prepared in accordance with this part (and the instructions accompanying the form), and the

information included in the form, in its entirety, are accurate and complete.

(2) The data collection form shall include the following data elements:

(i) The type of report the auditor issued an the financial statements of the auditee (i.e., unqualified opinion,
qualified opinion, adverse opinion, or disclaimer of opinion).

(i) Where applicable, a statement that reportable conditions in internal control were disclosed by the audit of the
financial statements and whether any such conditions were material weaknesses.

(iii) A statement as to whether the audit disclosed any noncompliance which is material to the financial
statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in intemal control over major programs were
disclosed by the audit and whether any such conditions were material weaknesses.

(v) The type of report the auditor issued on compliance for major programs (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of apinion).

(vi) A list of the Federal awarding agencies which will receive a copy of the reporting package pursuant to
§  .320(d)(2) of OMB Circular A-133.

(vii) A yes or no statement as to whether the auditee qualified as a low-risk auditee under §__ .530 of OMB
Circular A-133.

(viii) The dollar threshold used to distinguish between Type A and Type B programs as defined in § 520(b) of (
OMB Circular A-133.

(ix) The Catalog of Federal Domestic Assistance (CFDA) number for each Federal progfam, as applicable.

(x) The name of each Federal program and identification of each major program. Individual programs within a
cluster of programs should be listed in the same level of detail as they are listed in the schedule of expenditures
of Federal awards.

(xi) The amount of expenditures in the schedule of expenditures of Federal awards associated with each Federal
program.

(xii) For each Federal program, a yes or no statement as to whether there are audit findings in each of the
following types of compliance requirements and the total amount of any questioned costs: . -

(A) Activities allowed or unallowed.
(B) Allowable costs/cost principles.
(C) Cash management.

(D) Davis-Bacon Act.

(E) Eligibility.
s
, t ’ %
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(1) Procurement and suspension and debarment.

(J) Program income.

(K) Real property acquisition and relc‘Jcatic‘m assistance.
(L) Reporting.

(M) Subrecipient monitoring.

(N) Special tests and provisions.

(xiii) Auditee Name, Employer identification Number(s), Name and Title of Cenrtifying Official, Telephone
Number, Signature, and Date.

W

(xiv) Auditor Name, Name and Title of Contact Person, Auditor Address, Auditor Telephone Number, Signature,
and Date.

(xv) Whether the auditee has either a cognizant or oversight agency for audit.

(xvi) The name of the cognizant or oversight agency for audit determined in accordance with §___.400(a) and
§___.400(b), respectively.

(3) Using the information included in the reporting package described in paragraph (c) of this section, the auditor
shall complete the applicable sections of the form. The auditor shall sign a statement to be included as part of
the data collection form that indicates, at a minimum, the source of the information included in the form, the
auditor's responsibility for the information, that the form is not a substitute for the reporting package described in
paragraph (¢) of this section, and that the content of the form is limited to the data elements prescribed by OMB.

(c) Reporting package. The reporting package shall include the:

(1) Financial statements and schedule of expenditures of Federal awards discussed in §___.31 O(a) and
§__ .310(b), respectively;

(2) Summary schedute of prior audit findings discussed in §___.315(b);
(3) Auditor's report(s) discussed in §___.508; and
(4) Corrective action plan discussed in §___.315(c).

(d) Submnssnon to clearinghouse. All auditees shall submit to the Federal clearinghouse designated by OMB the
data collection form described in paragraph (b) of this section and one copy of the reporting package described
in paragraph (c) of this section for:

(1) The Federal clearinghouse to retain as an archival copy; and

(2) Each Federal awarding agency when the schedule of findings and questioned costs disclosed audit findings
refating to Federal awards that the Federal awarding agency provided dire ctly or the summary schedule of prior
audit findings reported the status of any audit fi ndlngs relating to Federal awards that the Federal awarding
agency provided directly.

(e) Additional submission by subrecipients. (1) In addition to the requirements discussed in paragraph (d) of this
section, auditees that are also subrecipients shall submit to each pass-through entity one copy of the reporting
package described in paragraph (c) of this section for each pass-through entity when the schedule of findings
and questioned costs disclosed audit findings relating to Federal awards that the pass-through entity provided or
the summary schedule of prior audit findings reported the status of any audit findings relating to Federal awards
that the pass-through entlty provided.

(2) Instead of submitting the reporting package to a pass-through entity, wihen a subrecipient is not required to
submit a reporting package to a pass-through entity pursu paragraphs (e){1) the subrecipient .. -
RS il ﬁbmiﬁf‘m__*.___
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shall provide written notification to the pass-through entity that: an audit of the subrecipient was conducted in

accordance with this part (including the period covered by the audit and the name, amount, and CFDA number of

the Federal award(s) provided by the pass-through entity); the schedule of findings and questioned costs

disclosed no audit findings relating to the Federal award(s) that the passs-through entity provided; and, the

summary schedule of pricr audit findings did not report on the status of any audit findings relating to the Federal (
award(s) that the pass-through entity provided. A subrecipient may subrmit a copy of the reporting package

described in paragraph (c) of this section to a pass-through entity to cormply with this notification requirement.

(f) Requests for report copies. In response to requests by a Federal age=ncy or pass-through entity, auditees shAall
submit the appropriate copies of the reporting package described in par-agraph (¢) of this section and, if
requested, a copy of any management letters issued by the auditor.

(g) Report retention requirements. Auditees shall keep one copy of the «data collection form described in
paragraph (b) of this section and one copy of the reporting package desscribed in paragraph (c) of this section on
file for three years from the date of submission to the Federal clearingh*duse designated by OMB. Pass-through
entities shall keep subrecipients’ submissions on file for three years frorn date of receipt.

(h) Clearinghouse responsibilities. The Federal clearinghouse designateed by OMB shall distribute the reporting
packages received in accordance with paragraph (d)(2) of this sectiont and §____.235(c)(3) to applicable Federal
awarding agenc;es maintain a data base of completed audits, provide appropriate information to Federal
agencies, *and follow up with known auditees which have not submitted the required data collection forms and
reporting packages.

(i) Clearinghouse address. The address of the Federal clearinghouse currently designated by OMB is Federal
Audit Clearinghouse, Bureau of the Census, 1201 E. 10th Street, Jeffersonville, IN 47132,

() Electronic filing. Nothing in this part shall preclude electronic submissions to the Federal clearinghouse in such
manner as may be approeved by OMB. With OMB approval, the Federal clearinghouse may pilot test methods of
electronic submissions.

Subpart D—Federal Agencies and Pass-Through Entities ' (
§___.400 Responsibilities.

(a) Cognizant agency for audit responsibilities. Recipients expending more than $25 million a year in Federal
awards shall have a cognizant agency for audit. The designated cognizant agency for audit shall be the Federal
awarding agency that provides the predominant amount of direct funding to a recipient uniess OMB makes a
specific cognizant agency for audit assignment. To provide for continuity of cognizance, the determination of the
predominant amount of direct funding shall be based upon direct Fede ral awards expended in the recipient's
fiscal years ending in 1895, 2000, 2005, and every fifth year thereafter. For example, audit cognizance for
periods ending in 1997 through 2000 will be determined based on Federal awards expended in 1995. (However,
for States and local governments that expend more than $25 million a year in Federal awards and have
previously assigned cognizant agencies for audit, the requirements of this paragraph are not effective until fiscal—
years beginning after June 30, 2000.) Notwithstanding the manner in which audit cognizance is determined, a
Federal awarding agency with cognizance for an auditee may reassign cognizance to another Federal awarding
agency which provides substantial direct funding and agrees to be the cognizant agency for audit. Within 30 days
after any reassignment, both the old and the new cognizant agency for audit shall notify the auditee, and, if
known, the auditor of the reassignment. The cognizant agency for audit shall:

(1) Provide technical audit advice and liaison to auditees and auditors.

(2) Consider auditee requests for extensions to the report submission due date requnred by §__.320(a). The
cognizant agency for audit may grant extensions for good cause. .

(3) Obtain or conduct quality control reviews of selected audlts made by non-Federal auditors, and prov;de the
resuits, when appropriate, to other interested organizations.

(4) Promptly inform other affected Federal agencies and appropriate Federal law enforcement officials of any {\_
direct reporting by the auditee or its auditor of irregularities or illegal acts, as required by GAGAS or laws anq
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(5) Advise the auditor and, where appropriate, the auditee of any deficiencies found in the audits when the
deficiencies require corrective action by the auditor. When advised of deficiencies, the auditee shall work with
“the auditor to take corrective action. If corrective action is not taken, the cognizant agency for audit shall notify

the auditor, the auditee, and applicable Federal awarding agencies and pass-through entities of the facts and
make reccmmendations for follow-up action. Major inadequacies or repetitive substandard performance by
auditors shall be referred to appropriate State licensing agencies and professional bodies for disciplinary action.

(6) Coordinate, to the extent practical, audits or reviews made by or for Federal agencies that are in addition to
the audits made pursuant to this part, so that the additional audits or reviews build upon audits performed in
accordance with this part.

(7) Coordinate a management decision for audit findings that affect the Federal programs of more than one
agency.

.-

(8) Coordinate the audit work and reporting responsibilities among auditors to achieve the most cost-effective
audit.

(9) For biennial audits permitted under §__ .220, consider auditee requests to qualify as a low-risk auditee under
§__.530(a) ..

(b) Oversight agency for audit responsibilities. An auditee which does not have a designated cognizant agency
for audit will be under the general oversight of the Federal agency determined in accordance with §___.105. The
oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as requested.
(2) May assume all or some of the responsibilities normally performed by a cognizant agency for audit.

(c) Federal awarding agency responsnbnlmes The Federal awarding agency shall perform the following for the
Federal awards it makes:

(1) Identify Federal awards made by informing each recipient of the CFDA title and number, award name and
number, award year, and if the award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal award. '

(2) Advise recipients of requirements lmposed on them by Federal laws, regulations, and the provisions of
contracts or grant agreements.

(3) Ensure that audits are completed and reports are received in a timely manner and in accordance with the
requirements of this part.

(4) Provide technical advice and counsel to auditees and auditors as requested.

(5) Issue a management decision on audit findings within six months after receipt of the audit report and ensure
that the recipient takes appropriate and timely corrective action.

(6) Assign a person responsibie for providing annual updates of the compliance supplement to OMB.

(d) Pass-through entity responsibilities. A pass—through entity shall perform the following for the Federal awards it
makes:

(1) Identify Federal awards made by informing each subrecipient of CFDA title and number, award name and
number, award year, if the award is R&D, and name of Federal agency. When some of this information is not
available, the pass-through entity shalil provide the best information availabie to describe the Federal award.

(2) Advise subrecipients of requirements imposed on them by Federal laws, regulations, and the provisioﬁs of
contracts or grant agreements as well as any supplemental requirements imposed by the pass-through entity.

(3) Monitor the activities of subrecipients as necessary to ensure that Federal awards are used for authorized
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purposes in compliance with laws, reguiations, and the provisions of © contracts or grant agreements and that
performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 or more in Federal |1 awards during the subrecipient's fiscal year (
have met the audit requirements of this part for that fiscal year.

(5) Issue a management decision on audit findings within six months . after receipt of the subrecipient's audit
report and ensure that the subrecipient takes appropriate and timely © corrective action.

(6) Consider whether subrecipient audits necessitate adjustment of thrhe pass-through entity's own records.

(7) Require each subrecipient to permit the pass-through entity and a auditors to have access to the records and
financial statements as necessary for the pass-through entity to comgq ply with this part.

LY

§ __ .405 Management decision.

(a) General. The management decision shall clearly state whether orar not the audit finding is sustained, the

. reasons for the decision, and the expected auditee action to repay disiisallowed costs, make financial adjustments,
or take other action. if the auditee has not completed corrective acticoon, a timetable for follow-up should be given.
Prior to is§ging_the management decision, the Federal agency or passs-through entity may request

additional information or documentation from the auditee, including =a request for auditor assurance related to the
documentation, as a way of mitigating disallowed costs. The managesement decision should describe any appeal
process available to the auditee.

(b) Federal agency. As provided in § __.400(a)(7), the cognizant ageiency for audit shall be responsibie for
coordinating a management decision for audit findings that affect these programs of more than one Federal
agency. As provided in §__.400(c)(5), a Federal awarding agency i<is responsible for issuing a management
decision for findings that relate to Federal awards it makes to recipie ents. Alternate arrangements may be made
on a case-by-case basis by agreement amang the Federal agencies : concerned.

(c) Pass-through entity. As provided in §___.400(d)(5), the pass-thro ough entity shall be responsible for making (
the management decision for audit findings that relate to Federal aw wards it makes to subrecipients.

(d) Time requirements. The entity résponsible for making the manag gement decision shall do so within six months
of receipt of the audit report. Corrective action should be initiated wiRithin six months after receipt of the audit
report and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the refe¥erence numbers the auditor assigned to each
audit finding in accordance with §___.510(c).

Subpart E-Auditors’
§__ .500 Scope of audit.

(a) General. The audit shall be conducted in accordance with GAGAAS. The audit shall cover the entire operations
of the auditee; or, at the option of the auditee, such audit shall incluode a series of audits that cover departments,
agencies, and other organizational units which expended or otherwi=se administered Federal awards during such
fiscal year, provided that each such audit shall encompass the finan ncial statements and schedule of expenditures
of Federal awards for each such department, agency, and other orgaanizational unit, which shall be considered to
be a non-Federal entity. The fi nancxal statements and schedule of exsxpenditures of Federal awards shall be for
the same fscal year, .

(b) Financial statements. The auditor shall determine whether the fiminancial statements of the auditee are

presented fairly in all material respects in conformity with generally s accepted accounting principles. The auditor

shall also determine whether the schedule of expenditures of Feders-al awards is presented fairly in all material

respects in relation to the auditee’s financial statements taken as a wwhole. \

(c) internal control. (1) In addition to the requirements of GAGAS, thrhe auditor shall perform procedures\w obtain
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an understanding of internal control over Federal programs sufficient to plan the audit to support a low assessed
tevel of control risk for major programs.

(2) Except as provided in paragraph (c)(3) of this section, the auditor shall:

(i) Plan the testing of internal control over major programs to support a low assessed leve! of control risk for the
assertions relevant to the compliance requirements for each major program; and

(i) Perform testing of internal contro! as planned in paragraph (c)(2)(i) of this section.

(3) When internal control cver some or all of the compliance requirements for a major program are likely to be
ineffective in preventing or detecting noncompliance, the planning and performing of testing described in
paragraph (c)(2) of this section are not required for those compliance requirements. However, the auditor shall
report a reportable condition (including whether any such condition is a material weakness) in accordance with
§___.510, assess the related control risk at the maximum, and considef whether additional compliance tests are
required because of ineffective internal control.

(d) Compliance. (1) In addition to the requirements of GAGAS, the auditor shall determine whether the auditee
has complied with laws, regulations, and the provisions of contracts of grant agreements that may have a direct
and materigtl.effgct on each of its major programs.

(2) The principal compliance requirements applicable to most Federal programs and the compliance
requirements of the largest Federal programs are included in the compliance supplement.

(3) For the compliance requirements related to Federal programs contained in the compliance supplement, an
audit of these compliance requirements will meet the requirements of this part. Where there have been changes
to the compliance requirements and the changes are not reflected in the compliance supplement, the auditor
shall determine the current compliance requirements and modify the audit procedures accordingly. For those
Federal programs not covered in the compliance supplement, the auditor should use the types of compliance
requirements contained in the compliance supplement as guidance for identifying the types of compliance
requirements to test, and determine the requirements governing the Federal program by reviewing the provisions
of contracts and grant agreements and the laws and regulations referred to in such contracts and grant
agreements.

(4) The compliance testing shall include tests of transactions and such other auditing procedures necessary to
provide the auditor sufficient evidence to support an opinion on compliance.

(e) Audit follow-up. The auditor shail follow-up on prior audit findings, perform procedures to assess the .
reasonableness of the summary schedule of prior audit findings prepared by the auditee in accordance with
§___.315(b), and report, as a current year audit finding, when the auditor concludes that the summary schedule
of prior audit findings materially misrepresents the status of any prior audit finding. The auditor shall perform
audit follow-up procedures regardless of whether a prior audit finding relates to a major program in the curmrent
year.

o

(f) Data Collection Form. As required in §____.320(b)(3), the auditor shalil comvplete and sigd specified sections of
the data collection form.

§___.505 Audit reporting.

The auditor's report(s) may be in the form of either combined or separate reports and may be organized
differently from the manner presented in this section. The auditor's report(s) shall state that the audit was
conducted in accordance with this part and include the following:

(a) An opinion (or disclaimer of opinion) as to whether the financial statements are presented fairly in all material
respects in conformity with generally accepted accounting principles and an oplmon (or disclaimer of opinion) as
to whether the schedule of expenditures of Federal awards is presented fairly in all material respects in relation
to the financial statements taken as a whole.

(b) A report on internal control related to the financial statements and major programs. This report shall describe
the scope of testing of internal control and the results of the tests, and, where applicable, refer to the separaten Q9
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schedule of findings and questioned costs described in parégraph (d) of this section.

(c) A report on compliance with laws, regulations, and the provisions of contracts or grant agreements,

noncompliance with which could have a material effect on the financial statements. This report shall also include (
an opinion (or disclaimer of opinion) as to whether the auditee complied with laws, regulations, and the provisions

of contracts or grant agreements which could have a direct and material effect on each major program, and,

where applicable, refer to the separate schedule of findings and questioned costs described in paragraph (d) of

this section.
(d) A schedule of findings and questioned costs which shall include the following three components:
(1) A summary of the auditor’s resuits which shail.include:

(i) The type of report the auditor issued on the financial statements of the auditee (i.e., unqualified opinion,
qualified opinion, adverse opinion, or disclaimer of opinion);

(i) Where applicable, a statement that reportable conditions in intemal control were disclosed by the audit of the
financial statements and whether any such conditions were material weaknesses;

(iii) A statgment as to whether the audit disclosed any noncompliance which is material to the financial
statements of the auditee;

(iv) Where applicable, a statement that reportable conditions in internal control over major programs were
disclosed by the audit and whether any such conditions were material weaknesses;

(v) The type of report the auditor issued on compliance for major programs (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion); _

(vi) A statement as to whether the audit disclosed any audit ﬁndmgs which the auditor is required to report under
§__ .510(a);

(vii) An identification of major programs; . ' - ' (

(viii)The dollar threshold used to distinguish between Type A and Type B programs, as described in §___.520(b);
and

(ix) A statement as to whether the auditee qualified as a low-risk auditee under §___.530.
(2) Findings relating to the financial statements which are required to be reported in accordance with GAGAS.

(3) Findings and questioned costs for Federal awards which shall include audit findings as defined in
§__ .510(a).

(i) Audit findings (e.g., internal control findings, compliance findings, questioned costs, or fraud) which relate to =~
the same issue should be presented as a single audit finding. Where practical, audit findings should be organized
by Federal agency or pass-through entity. .

(i) Audit findings which relate to both the financial statements and Federal awards, as reported under paragraphs
(d)(2) and (d)(3) of this section, respectively, should be reported in both sections of the schedule. However, the
reporting in one section of the schedule may be in summary form with a reference to a detailed reporting in the
other section of the schedule.

§___.510 Audit findings.

(a) Audit findings reported. The auditor shall report the following as audit findings in a schedule of f ndings and
questioned costs: .

(1) Reportable conditions in internal control over major programs. The auditor's determination of whether a Lc—
deficiency in internal control is a reportable condition for the purpose of reporting an audit finding is in relation to o8

a type of compliance requirement for a major program or .?ﬂ ?“udlt obiectlve ldentx‘ﬁskmm_e pliance :
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supplement. The auditor shail identify reportable condmons which a sare individually or cumulatxvely material
weaknesses.

‘2) Material noncompliance with the provisions of laws, regulations, ;, contracts, or grant agreements related to a
najor program. The auditor's determination of whether a noncompl#lliance with the provisions of laws, regulations,
contracts, or grant agreements is material for the purpose of reporti iting an audit finding is in relation to a type of
compliance requirement for a major program or an audit objective isi identified in the compliance supplement.

(3) Known questioned costs which are greater than $10,000 for a ty 1ype of compliance requirement for a major
program. Known questioned costs are those specifically identified b<by the auditor. In evaluating the effect of
questioned costs on the opinion on compliance, the auditor conside rs the best estimate of total costs questioned
(likely questioned costs), not just the questicned costs specifically ioiidentified (known questioned costs). The
auditor shall also report known questioned costs when likely questicooned costs are greater than $10,000 for a type
of compliance requirement for a major program. In reporting questioiioned costs, the auditor shall include
information to provide proper perspective for judging the prevalencece anq consequences of the questioned costs.

(4) Known questioned costs which are greater than $10,000 for a Fe%ederal program which is not audited as a
major program. Except for audit follow-up, the auditor is not require sed under this part to perform audit procedures -
for such a Federal program; therefare, the auditor will normaily rot - : find questioned costs for a program which is
not audited as a major program. However, if the auditor does becorvme aware of questioned costs for a Federal
program whigh js not audited as a major program (e.g., as part of asaudit follow-up or other audit procedures) and
the known quest;oned costs are greater than $10,000, then the audfillitor shall report this as an audit finding.

(5) The circumstances concerning why the auditor's report on comp liance for major programs is other than an
unqualified opinion, uniess such circumstances are otherwise reporhirted as audit findings in the schedule of
findings and questioned costs for Federal awards.

(8) Known fraud affecting a Federal award, unless such fraud is oth-merwise reported as an audit finding in the

schedule of findings and questioned costs for Federal awards. This & paragraph does not require the auditor to

make an additional reporting when the auditor confirms that the frauiud was reported outside of the auditor's
‘ports under the direct reporting requirements of GAGAS.

(7) Instances where the results of audit follow-up procedures disclo=osed that the summary schedule of prior audit
findings prepared by the auditee in accordance with §____.315(b) manaterially misrepresents the status of any prior
audit finding.

(b) Audit finding detail. Audit findings shall be presented in sufficierwnnt detail for the auditee to prepare a corrective
action plan and take corrective action and for Federal agencies andibd pass-through entities to arrive at a
management decision. The following specific information shall be irincluded, as applicable, in audit findings:

(1) Federal program and specific Federal award identification inclucoding the CFDA title and number, Federal
award number and year, name of Federal agency, and name of the & applicable pass-through entity. When
information, such as the CFDA titie and number or Federal award n mumber, is not availabie, the auditor shail
provide the best information available to describe the Federal awarord.

(2) The criteria or specific requirement upon which the audit finding g is based, including statutory, regulatory, or
other citation.

(3) The condition found, including facts that support the deficiency iei identified in the audit finding.
(4) Identification of questioned costs and how they were computed. .

(5) Information to provide proper perspective for judging the prevalelence and consequences of the audit findings,
such as whether the audit findings represent an isolated instance or 1r a systemic problem. Where appropriate,
instances identified shall be related to the universe and the number i of cases examined and be quantified in
terms of doilar value.

™) The possible asserted effect to provide sufficient information to 8 the auditee and Federal agency, or
ss-through entity in the case of a subrecipient, to permit them to © determine the cause and effect to facilitate
prompt and proper corrective action.
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(7j Recommendations to prevent future occurrences of the deficiency identified in the audit finding.

(8) Views of responsible officials of the auditee when there is disagreement with the audit findings, to the extent
practical. o ' (

(c) Reference numbers. Each audit finding in the schedule of findings and questioned costs shall include a
reference number to allow for easy referencing of the audit findings during follow-up.

§_ .515 Audit working papers.

(a) Retention of working papers. The auditor shall retain working papers and reports for a minimum of three years
after the date of issuance of the auditor's report(s) to the auditee, unless the auditor is notified in writing by the
cognizant agency for audit, oversight agency for audit, or pass-through entity to extend the retention period.
When the auditor is aware that the Federal awarding agency, pass-through entity, or auditee is contesting an
audit finding, the auditor shall contact the parties contesting the audit finding for guidance prior to destruction of
the working papers and reports.

(b) Access to working papers. Audit working papers shall be made available upon request to the cognizant or
oversight agency for audit or its designee, a Federal agency providing direct or indirect funding, or GAQ at the
completion of the audit, as part of a quality review, to resolve audit findings, or to carry out oversight
responsibﬂiiiés'consistent with the purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.

§__ .520 Major program determination.

(a) General. The auditor shall use a risk-based approach to determine which Federal programs are major
programs. This risk-based approach shall include consideration of: Current and prior audit experience, oversight
by Federal agencies and pass-through entities, and the inherent risk of the Federal program. The process in
paragraphs (b) through (i) of this section shalil be followed.

(b) Step 1. (1) The auditor shall identify the larger Federal programs, which shall be labeled Type A programs. (
Type A programs are defined as Federal programs with Federal awards expended during the audit period
. exceeding the larger of:

(i) $300,000 cor three percent (.03) of total Federal awards expended in the dase of an auditee for which total
Federal awards expended equal or exceed $300,000 but are less than or equat to $100 million.

(i) $3 million or three-tenths of one percent (.003) of totai Federal awards expended in the case of an auditee for
which total Federal awards expended exceed $100 million but are less than or equal to $10 billion.

(iii) $30 million or 15 hundredths of one percent (.0015) of total Federal awards expended in the case of an
auditee for which total Federal awards expended exceed $10 billion. )

(2) Federal programs not labeled Type A under paragraph (b)(1) of this section shall be labeled Type B
programs. _ ' '

(3) The inclusion of large loan and loan guarantees (foans) should not result in the exclusion of other programs
as Type A programs. When a Federal program providing loans significantly affects the number or size of Type A
programs, the auditor shall consider this Federal program as a Type A program and exclude its values in
determining other Type A programs. )

(4) For biennial audits permitted under §___.220, the determination of Type A and Type B programs shall be
based upon the Federal awards expended during the two-year period.

(c) Step 2. (1) The auditor shall identify Type A programs which are low-risk. For a Type A program to be

considered low-risk, it shall have been audited as a major program in at least one of the two most recent audit

periods (in the most recent audit period in the case of a biennial audit), and, in the most recerit audit period, it

shall have had no audit findings under §___.510(a). However, the auditor may use judgment and consider that L
audit findings from questioned costs under §____.510(a)(3) and §___.510(a)(4), fraud under §____.510(a)(6), and

audit follow-up for the summary schedule of prior au_Fhi't findings underi .510(a)(7) do not preclude the Ty;;);.e A
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